


WK: Yes we expect to increase to 50% over the next three years. Everything
except plain film for food packaging, tape and coex films would be in my
definition of speciality.

OR: What particular market trends do you see shaping the BOPP industry here in
Asia and in Thailand in the coming years?

WK: Asia is becoming a leading food producer in the world economy and that food
will need packaging so Asia will become the world’s leading market for
packaging. We have a good future in Asia because of the development of the
food industry. Growth will be much stronger compared with Japan or the
USA.

OR: What is the biggest challenge your company faces in the next 5 years?

WK: Our challenge is that we’d like to be a little bit more focused on specialty
products rather than competing in the commodity market. When the next
downturn comes | don’t want to have problems with pricing and selling on
price. 1 would prefer to compete on quality which is driven by our
investments in research and new products.

OR: Do you see any changes in the way the industry works in the future? At the
moment we have resin suppliers, film producers, converting industry, final
Asia is becoming a customers etc., do you see any changes?
leading food producer
in the world economy
and that food will

WK: We have to work as a partnership. | view my resin suppliers as my partners,
not my supply chain, because we support each other whether material is in
shortage or surplus. | have never had to shut down my plant because of a

need packaging shortage of material. 1 keep on buying from the same suppliers, even if
another supplier approaches me with a cheaper price, because | work with
the supplier as a partner. So we stay together like a family for survival. For
my customers | do the same thing, | work with them as a partner but they
have to help me in return otherwise you can end up in trouble.

OR: Are you saying it’s important that you don’t compete with your customers by
doing converting etc.?

WK: Yes this is our policy. Other suppliers in the past have done this and as a
consequence people don’t trust them.

OR: You have a very global business with 75% of your product exported. Do you
think that the BOPP industry is a global industry?

WK: Yes it's a global industry. Our industry is capital intensive and also requires a
great deal of energy which is increasingly expensive. At the same time the
converting industry is labor intensive with the result that in Europe, Japan
and the United States costs are very high and companies are moving to
cheaper countries like China or elsewhere. Japan has already moved much of
its film converting activities to China.

OR: What do you see as the biggest long term threat to the BOPP industry?

WK: BOPP will replace a lot of products, so the significance of BOPP will grow
faster replacing paper.

OR: Your company is listed on the stock market here in Thailand. Around the rest
of the world we’ve seen a lot of changes whereby private equity groups have
acquired producers in the US, Latin America and in Europe. Do you see this
kind of trend happening here in Asia?
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WK: | don’t think so, because the business etiquette in Thailand and in Asia is
different and we are not as receptive to takeovers or consolidation as in the
US or Europe. Generally In Thailand and in Asia separate ownership is still
important.

OR: What about things like joint ventures?

WK: There will definitely be more joint ventures. | see that happening more and
more with companies investing together.

OR: Do you also see more cooperation globally whereby companies such as TFlI,
which has customers in Europe or the US, may have an arrangement with a
producer to make for you in Europe or the US?

WK: That is also possible, yes. This is a business where we can also help each
other and support each other to make certain our good customers get the
materials they need as efficiently as possible. We can also help some
manufacturers who do not have enough capacity to meet their customer
needs. We enter into long term contracts — for one year or more - and supply
the films they need from our plant, but once they have expanded their
manufacturing capability the agreement ends.

OR: So you see it as a temporary measure? It's not a long term strategy.

There will definitely
be more joint
ventures. | see that
happening more and
more with companies WK: This is a real key concern for us and this is why we have accreditation to 1SO

investing together 14001. In our manufacturing plants you do not see waste and we have
modified our processes significantly in order to control our generation of
waste water. We have also taken steps to check and control air quality within
our plants. As a result we would feel that our plant is one of the best in the
world from the point of view of its environmental impact

WK: Yes we do that on a temporary basis.

OR: What about environmental threats?

OR: What would your advice be to any new entrant into the business? Would you
say don’t enter this business?

WK: No! However, | think that everyone should be more conservative and not be
in a hurry to expand too quickly because they will never get the revenue that
they expected. Why? Because of the cyclical nature of the BOPP business, if
you have over-invested you will suffer in the downturn in the cycle. The big
fish will stay, but the smaller fish or the weaker players will go out of
business. These people are our colleagues and after they fail or after
bankruptcy they realize the good times do not go on forever.

OR: Because of that over-investment do you see rationalization occurring here in
Asia?

WK: No, normally in this business the smaller companies would not want to merge
or buy other companies. Also many of the companies have taken on
considerable debt to develop their capacity and business and neither the
owners nor the banks are interested in driving rationalization.

OR: Where do you see Thai Film Industries in ten years time?

WK: We strongly see ourselves expanding into other products and other fields:
metallized BOPP, BOPA, BOPET, CPP. We will also be investing more in
speciality films. Increasingly customers use a variety of packaging films and
so they will be looking for a single, one-stop, source. When filling a shipping
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container for a customer it makes sense to offer a full variety of films that
the customer needs. Customers appreciate such service avoiding the need of
dealing with several different suppliers and the complication of separate
deliveries and accounting procedures. Also when you purchase a variety of
industrial components from different suppliers the item which does not arrive
on time stops production, which is a big disadvantage.

OR: How do you manage the level of service for customers in a global
environment?

WK: In Asia you have a contract which gives a view of a customer’s annual needs
but the individual orders are placed every two or three days. This gives high
levels of service to our customers which cannot be met by foreign
competitors. We do that only for major customers. If customers buy on a
spot basis they are not serviced in this way. We are really talking about two
markets, those companies with whom we have a contract, the customers that
we consider our partners who receive this high level of service while the
other customers are spot business.

OR: What proportion of your business is with customers where you have a close
relationship?

WK: 80% of our customers are long term and 20% are spot business. We consider

Our debottlenecking our contracted or long term customers as those companies who are with us
strategy is a for the good times and the bad times.

complicated process

which involves more

OR: How much of your work is on new product development?

than debottlenecking WK: We spend a lot of money and time working with our masterbatch suppliers in

the machine order to develop new and optimized products. This is a huge amount of our
efforts at the moment. Approximatly 2% to 3% of our sales are reinvested in
new products, which is ideal.

OR: Tell me about your plant de-bottlenecking efforts?

WK: Our debottlenecking strategy is a complicated process which involves more
than debottlenecking the machine. It really means that we modernize the
line, so the line is updated and improved quite substantially.

OR: Would you prefer that more of your competitors did this?

WK: No not really. To be able to do this you need technological understanding and
25 years of experience making BOPP films. Only when you have this
experience can you know what you are doing with debottlenecking. Most
companies do not have this competence.
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