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Filmquest Group, Inc.

320 Remington Boulevard

Bolingbrook, IL 60440

Telephone: 630-­‐226-­‐9800 / Facsimile: 630-­‐226-­‐9400

Web: www.petfilm.com

August 16, 2010

Re: Price Increase

Dear Valued Partner,

It is impossible to express how muche appreciatew the support that you, our loyal customers, have shown Filmquest during these difficult and unprecedented market conditions. Our ongoing commitment to you is to be a valued long-­‐term strategic business partner, a role we take very seriously.

As we are all painfully aware, long lead times continue to be a problem and unexpected delays in producing orders are commonplace. Additional capacity, expected to come on line, will eventually relax the demand somewhat, but that will take considerable time. For the near term, we expect the PET film supply will remain very tight and global shortages will continue to be a major challenge.

With the supplyshortage, further fueled by phantom demand resulting from panic buyingas a backdrop, we are faced with continuing unprecedented upward price pressure for PET film. I have been a part of the polyester film industry for over 37 years and have never experienced the degreeand velocity of the price fluctuation that we have faced over the last eighteen months. Although we have very strong relationships with our film suppliers, we are not immune to the effects of global supply and demand since we compete for “line time” with an ever-­‐growing number of film users. We have definitely not taken advantage of this situation, in fact we have lost margin just as your margins contracted as a result of these increases. We have alsoincluded a marketsummary below that further validates our observations.

We have felt for some time that the best course of action was to “ride out the price tide” until it returned to a normalized level. However, seeing that producers have closed plants while others have shifted most of their capacity to thick film production (which serves a booming consumer electronics market), the return to a market of excess supply is unlikely in the near future. This means that prices will not be declining anytime soon. Based on that, and another round of large price increases from our film sources, we were recently forced to raise our prices.

Most of our customers were aware of the market condition and, while not happy, certainly understood and accepted the reality of the marketplace. We have now received an additional large increase from our producers, and again, must pass this along.

Based on the latest round of increases, we have no choice but to pass through an increase of $0.25/lb. effective with any shipment on or after September 1, 2010. This is the first time in our history we have been forced to pass along a series of increases of this magnitude. I think we can all agree that the most expensive pound of film is the pound of film that you can’t supply to your customers.

We know that prices will stabilize and eventually decline. We cannot say when,byhowormuch, but we will continually monitor theglobal balance of supply and demand, which has been the primary price driver, not raw material. When that trend changes, we will see it immediately and as soon as possible; decreases will be passed along. From all the indicators which we constantly monitor, we believe pricing can possibly stabilizelate in the fourth quarter; however, it is still far too early to determine when PET film prices may begin to decrease.
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Filmquest Group, Inc.

320 Remington Boulevard

Bolingbrook, IL 60440

Telephone: 630-­‐226-­‐9800 / Facsimile: 630-­‐226-­‐9400

Web: www.petfilm.com

We appreciate your continued support and partnership as we both face the current chaos of the PET film market. We are in this together and with mutual support,we will navigate through these rough waters. To quote one of our key suppliers in an email I just received, “We do agree, the present market situationunforeseenislike an phenomenon; worse than a tsunami”.

Sincerely,
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John P. Felinski

President
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Headlines

® Estimated World BOPET film
demand has been growing by 7.2%
since 2004 and reached 2.4 million
tonnes in 2009

® The world BOPET film industry
has expanded by 53% since 2004
with China commissioning the
'majority of new capacity

® Supplies of thin BOPET film have
tightened in 2009 and into 2010 as
major producers shift capacity to
higher  margin non-packaging
thicker films

® Thick films are expected to grow

® Global BOPET film demand
forecasts predict average world
growth of 8.6% p.a. with Asia
continuing as the powerhouse while
mature markets show marginal
growth

® Planned new installations of
BOPET film capacity of 1.16 million
tonnes in the next five years not
be 1o ke

Report Highlights

© Since 2004, world BOPET fim demand has grown
by an average of 7.2% per annum to reach an
estimated 2.4 million tonnes in 2009

© The Central and East Aslan region, which Includes.
South Korea, Japan and China, remains the world's
largest producer and consumer of BOPET films
accounting for 51% of total demand.

o Flexible packaging appiications for BOPET flim
now account for 51% of world demand. Bouncing back
from recessionary downtums In the world market In
2008 / 2009, the thin fim market Is expected 1o grow at
an average rate of 9.2% per annum, over ihe next five
years.

© BOPET flim producers have invested In capacity to
Keep pace with demand growth and Increased by 53%
the size of the Industry since 2004.

© New applications for BOPET films have emerged
In recent years and will continue to drive growth at
above average rates for the market as 3 whole.

World BOPET Fim Supply-Demand 2002 - 2014
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o PCl ‘conservative’ forecasts show world demand for BOPET
Mims will continue to grow by an average of 8.6% per annum to
reach 3.7 million tonnes by 2014. Growth In Asian demand Is
expected o account for aimost 0% of worid growth over the next
five years.

o Capacity additions announced and expected, will expand the
worid BOPET film Industry by another 38% over Me next five
years with Chinese producers accounting for one third of the
expected increases but thin fim supplies will still be short.
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