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PART I. EINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED MARCH 31, 2009
(Unaudited)

QUARTERLY REPORT — PAGE 2




MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands of Euros)

ASSETS
Current assel
Cash and cash equivalel
Cash, restricte
Receivable:
Inventories (Note 4
Prepaid expenses and ot
Total current asse

Long-term asset
Property, plant and equipme
Investments (Note ¢
Deferred note issuance and other ¢
Deferred income ta
Note receivable, less current porti

Total asset

LIABILITIES

Current liabilities
Accounts payable and accrued expet
Pension and other p-retirement benefit obligations, current port
Debt, current portion (Note !

Total current liabilities

Long-term liabilities
Debt, less current portion (Note
Unrealized interest rate derivative losses (Not
Pension and other pr-retirement benefit obligations (Note
Capital leases and oth
Deferred income ta

Total liabilities

EQUITY
Shareholder equity
Share capital (Note ¢
Paic-in capital
Retained earnings (defic
Accumulated other comprehensive i

Total shareholde’ equity

Noncontrolling interest (deficit) (Note 1
Total equity
Total liabilities and equit'

Commitments and Contingencies (Note 11)

March 31, December 31
2009 2008
€ 41,23¢ € 42/45:
3,631 13,00(
80,94: 100,15¢
89,76 98,457
3,08t 4,83¢
218,55¢ 258,90:
879,30( 881,70
71 41¢
8,852 4,011
3,231 3,03¢
3,631 3,562¢
894,98! 892,69¢
€1,113,54. €1,151,60I
€ 81,57¢ € 87,517
52C 51C
26,50( 16,50(
108,59! 104,52°
838,55t 837,91¢
62,12¢ 47,11z
12,98( 12,84¢
9,871 11,26
3,02 5,827
926,56 914,97(
1,035,15i 1,019,49
202,84 202,84
(5,897 29¢
(74,39¢) (35,046
(6,944) (1,872
115,60° 166,22!
(37,22)) (34,12))
78,38¢ 132,10:
€1,113,54. €1,151,60!

The accompanying notes are an integral part ofeétigterim consolidated financial statements.
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MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands of Euros, except per share data)

Revenue:!
Pulp revenut
Energy revenu

Costs and expens
Operating cost
Operating depreciation and amortizat

Selling, general and administrative exper
(Sale) purchase of emission allowan

Operating income (los

Other income (expens

Interest expens

Investment income (los:

Foreign exchange gain (loss) on d

Unrealized gain (loss) on derivative instrumentsté\G)
Total other income (expens
Net income (loss) before income ta;
Income tax benefit (provisior— current

— deferrec

Net income (loss
Less: net loss attributable to noncontrolling iatt
Net income (loss) attributable to common sharehs|

Retained earnings (deficit), beginning of per
Retained earnings (deficit), end of per

(Unaudited)

Net income (loss) per share attributable to comst@reholders (Note 2

Basic
Diluted

Three Months Ended

March 31,

2009 2008
€129,03¢ €179,10:
10,53¢ 7,71
139,57 186,81t
131,99° 147,15¢
13,40: 14,12
(5,826) 25,53¢
7,14¢ 6,89¢
(55¢) —
(12,419 18,64:
(16,549 (16,620)
(3,207) 31C
(4,41¢) 6,031
(15,019 (7,850
(39,180) (18,129
(51,597 514
(49) 37€
3,031 (1,209
(48,617 (314)
9,261 3,18¢
(39,35() 2,86¢
(35,046 37,41¢
€(74,390) € 40,28¢
€ (109 € 0.0¢
€ (109 € 0.0¢

The accompanying notes are an integral part ofetigterim consolidated financial statements.
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MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN
(Unaudited)
(In thousands of Euros)

Net income (loss

Other comprehensive income (los
Foreign currency translation adjustm
Unrealized gains (losses) on securities arisingnduthe perioc
Other comprehensive income (lo

Total comprehensive income (lo¢

Comprehensive loss attributable to noncontrollimgriest

Comprehensive income (loss) attributable to comsi@reholder

COME (LOSS)

Three Months Ended
March 31,
2009 2008

€(48,61) € (319

(5,386) (10,10
_ s @9
(5,072 (10,129
(53,68 (10,449

€(44,427) € (7,260

The accompanying notes are an integral part oféhiaterim consolidated financial statements.
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MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands of Euros)

Cash flows from (used in) operating activiti

Net income (loss) attributable to common sharetrsl
Adjustments to reconcile net income (loss) attalble to common shareholders to cash flows from

operating activitie:
Unrealized (gain) loss on derivative instrume
Foreign exchange (gain) loss on d
Loss (gain) on sale of assi
Operating depreciation and amortizat
Non-operating amortizatio
Noncontrolling interes
Deferred income taxe
Stock compensation exper
Pension and other pr-retirement expens
Pension and other pr-retirement benefit fundin
Inventory provision:
Other
Changes in current assets and liabili
Receivable:
Inventories
Accounts payable and accrued expet
Other

Net cash from (used in) operating activit

Cash flows from (used in) investing activitit
Purchase of property, plant and equiprn
Proceeds on sale of property, plant and equip!
Cash, restricte
Notes receivabl

Net cash from (used in) investing activit

Cash flows from (used in) financing activitit
Repayment of notes payable and ¢
Repayment of capital lease obligatic
Proceeds from borrowings of notes payable and

Net cash from (used in) financing activiti

Effect of exchange rate changes on cash and casaénts

Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Three Months Ended

March 31,

2009 2008
€(39,35() € 2,86¢
15,01z 7,85(
4,41¢ (6,037
(59) (1,022
13,40: 14,12
66 71
(9,267) (3,189
(3,03)) 1,20¢
(33) 14€
331 51t
(347) (44¢)
4,58’ —
424 (57)
20,40¢ (3,839
6,11¢ 70€
(6,78) (11,38()
(5,109 2,097
802 3,62¢
(7,706 (3,002
12¢ 96C
9,46¢ —
121 —
2,01 (2,047)
(13,800 (16,89)
(682) (63€)
10,00( —
(4,487) (17,529
451 834
(1,216 (15,119
42,45: 84,84¢
€41,23¢ € 69,73¢

The accompanying notes are an integral part oféhiaterim consolidated financial statements.

QUARTERLY REPORT — PAGE 6




MERCER INTERNATIONAL INC.
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS (cont inued)
(Unaudited)
(In thousands of Euros)

Three Months Ended

March 31,
2009 2008
Supplemental disclosure of cash flow informati
Cash paid (received) during the period
Interest €28,25¢ €26,48¢
Income taxe: 29 14
Supplemental schedule of r-cash investing and financing activitit
Acquisition of production and other equipment uncipital lease obligatior € 36 € 2,722
Increase (decrease) in accounts payable relatiimyésting activities 461 —

The accompanying notes are an integral part oféhiaterim consolidated financial statements.
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 1. The Company and Summary of Significant Acamting Policies

Basis of Presentatio

The interim consolidated financial statements doetd herein include the accounts of Mercer Intéomat Inc. (“Mercer Inc.”) and its wholly-
owned and majority-owned subsidiaries collectivé¢ie “Company”). The Company’shares of common stock are quoted and listedldding
on the NASDAQ Global Market and the Toronto Stocklange, respectively.

The interim consolidated financial statements Haaen prepared by the Company pursuant to the anlgsegulations of the U.S. Securities
and Exchange Commission (the “SEC”). The year-amgalidated balance sheet data was derived frorteguithancial statements. The
footnote disclosure included herein has been pegpiaraccordance with accounting principles geheeaicepted for interim financial
statements in the United States (“GAAP”). The imeconsolidated financial statements should be tegdther with the audited consolidated
financial statements and accompanying notes indlinithe Company’s latest annual report on ForniK¥0r the fiscal year ended
December 31, 2008. In the opinion of the Compamy,unaudited interim consolidated financial stateimeontained herein contain all
adjustments necessary to fairly present the resfittse interim periods included. The results fug periods included herein may not be
indicative of the results for the entire year.

The Company has three operating pulp mills thabgmgregated into one reportable business segmarketpulp. Accordingly the results
presented are those of the reportable businessesg¢gm

Certain prior year amounts in the unaudited interomsolidated financial statements have been mfiled to conform to the current year
presentation.

In these interim consolidated financial statemeamtéess otherwise indicated, all amounts are expres Euros (“ € ). The term “U.S. dollars
and the symbol “$” refer to United States dolldrse symbol “C$” refers to Canadian dollars.

Use of Estimates

Preparation of financial statements and relatedalsrres in conformity with GAAP requires managetiemmake estimates and assumptions
that affect the amounts reported in the finanditesnents and accompanying notes. Significant nemagt judgment is required in
determining the accounting for, among other thitige,accounting for doubtful accounts and resemegreciation and amortization, future
cash flows associated with impairment testing émgtlived assets, derivative financial instrumeatsjironmental conservation and legal
liabilities, asset retirement obligations, pensiand post-retirement benefit obligations, incomes$a contingencies, and inventory
obsolescence and provisions. Actual results coifldrdrom these estimates, and changes in thetmaes are recorded when known.
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 1. The Company and Summary of Significant Acamting Policies (continued)

Recently Implemented Accounting Stand:

In December 2007, the Financial Accounting Stansl&uolard (“FASB”) issued Statement of Financial Aagting Standards No. 160,
Noncontrolling Interests in Consolidated Financ&htements, an Amendment of ARI(“FAS 160”). FAS 160 establishes accounting and
reporting standards for entities that have equitestments that are not attributable directly ®oghrent, called noncontrolling interests or
minority interests. Additionally, FAS 160 statesewh and how to report noncontrolling interestshim ¢consolidated statements of financial
position and operations, how to account for chamg@sncontrolling interests and provides disclestaquirements. The provisions of FAS
are effective for fiscal years beginning on or aBecember 15, 2008. The Company adopted FAS l16&&onary 1, 2009 and amended its
presentation and disclosure accordingly. See Note-INoncontrolling Interest.

In December 2007, the FASB issued Statement ofn€éinhAccounting Standards No. 141(B)siness CombinatioffsAS 141(R)"). FAS
141(R) establishes how an entity accounts for iflabte assets acquired, liabilities assumed, andreoncontrolling interests acquired, how to
account for goodwill acquired and determines whstldsures are required as part of a business ecatibn. FAS 141(R) applies prospectiv
to business combinations for which the acquisitiate is on or after the beginning of the first aadmeporting period beginning on or after
December 15, 2008. The Company adopted FAS 14X(Raouary 1, 2009, and the adoption had no impatite@Company’s financial
statements or disclosures.

In February 2008, the FASB Staff issued FASB SPaffition FAS 157-%ffective Date of FASB Statement No. (%BP 157-2"), which
defers the effective date of Financial Accountingrn®lards No. 15Fair Value Measuremen{SsFAS 157”), for all non-financial assets and
liabilities, except those that are recognized scldised at fair value in the financial statememta oecurring basis. FSP 157-2 defers the
effective date of FAS 157 to fiscal years beginraftgr November 15, 2008, for items within the ssopFSP 157-2. The Company adopted
FSP 157-2 on January, 2009. The adoption of FSP21dd@ not have a material impact on the Compafigancial statement disclosures.

In March 2008, the FASB issued Statement of Firednstcounting Standards No. 1@isclosures about Derivative Instruments and Hedgin
Activities(“FAS 161"). FAS 161 requires enhanced disclosatesut how and why companies use derivatives, howate&e instruments and
related hedged items are accounted for and howataré instruments and related hedged items affectmpany’s financial position, financial
performance and cash flows. The provisions of FAS dre effective for financial statements issuedifral years and interim periods
beginning after November 15, 2008. The Company &bpAS 161 effective January 1, 2009, see Note Befivative Transactions.
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 1. The Company and Summary of Significant Acamting Policies (continued)

In April 2008, the FASB issued FASB Staff Positidn. 142-3 Determination of the Useful Life of Intangible Asg&-SP 142-3"). FSP 142-3
amends the factors that should be considered ielowg renewal or extension assumptions usedtermée the useful life of a recognized
intangible asset under FASB Statement No. Gidwill and Other Intangible Asset$AS 142”). FSP 142-3 is effective for financial
statements issued for fiscal years beginning &ferember 15, 2008, and interim periods within tHgsel years. The Company adopted FSP
142-3 on January 1, 2009, the impact of which watswaterial.

In May 2008, the FASB issued FASB Staff PositiorBARI-1 Accounting for Convertible Debt Instruments ThatyMBe Settled in Cash upon
Conversion (Including Partial SettlemeftfFSP 14-1"). FSP 14-1 states that convertible defttuments that are within its scope are required
to be separated into both a debt component andutyeomponent. In addition, any debt discouribibe accreted to interest expense over the
expected life of the debt. The provisions of FSPLBte effective for financial statements issuadifcal years beginning after December 15,
2008, and implementation is generally requiredegodirospective. The adoption of FSP 14-1 on JgnLia2009 had no impact on the
Company'’s financial statements or disclosures.

New Accounting Standari

In May 2008, the FASB issued Statement of Finans@ounting Standards No. 16Phe Hierarchy of Generally Accepted Accounting
Principles(“FAS 162"). FAS 162 defines the sources of accmgnprinciples and the framework for selecting phimciples used in the
preparation of financial statements that are ptteskim conformity with generally accepted accoumfminciples in the United States. The
provisions of FAS 162 are effective 60 days follogrithe SEC’s approval of the Public Company Accimgn©versight Board amendment to
AU Section 411The Meaning of Present Fairly in Conformity Withr@eally Accepted Accounting Principle$he Company is in the process
of determining the impact, if any, the adoptior=&S 162 will have on its financial statements aistldsures.

In December 2008, the FASB issued FASB Staff RosiNo. 132 (R)-1Employers’ Disclosures about Pensions and Othetriétieement
Benefits(“FSP 132(R)-1"). FSP 132(R)-1 provides guidanceanremployer’s (sponsor’s) disclosures about ptsets of a defined benefit
pension or other postretirement plan and requiisdasures about fair value measurements of plaaetasFSP 132(R)-1 is effective for
financial statements issued for fiscal years enditer December 15, 2009, and implementation igired to be prospective. Earlier applicat
of the provisions in FSP 132(R)-1 is permitted. Tmmpany is in the process of determining the ihpaany, the adoption of FSP 132(R)-1
will have on its financial statements and disclesur
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 1. The Company and Summary of Significant Acamting Policies (continued)

In April 2009, the FASB issued FASB Staff Positidn. 107-1,Interim Disclosures about Fair Value of Financiastrumentg“FAS FSP 107-
1"). FAS FSP 107-1 amends FASB Statement No. D@5tlosures about Fair Value of Financial Instrunt&no require disclosures about fair
value of financial instruments for interim repogiperiods of publicly traded companies as welhaarinual financial statements. FAS FSP 107-
1 also amends APB Opinion No. 28terim Financial Reportingto require disclosures in summarized financial infation at interim reportir
periods. The provisions of FAS FSP 107-1 are dffedbr interim periods ending after June 15, 200t early adoption permitted for periods
ending after March 15, 2009. The Company is inpifeeess of determining the impact, if any, the gidopof FAS FSP 107-1 will have on the
disclosures in the financial statements.

Note 2. Stock-Based Compensation

The Company had a naqualified stock option plan which provides for apis to be granted to officers and employees toisegumaximum ¢
3,600,000 common shares including options for 13D ghares to directors who are not officers or eyg®s. This plan expired in 2008 but
unexercised options that were previously grantetkeuthis plan remain outstanding. The Company ladsoa stock incentive plan which
provides for options, stock appreciation rights agstricted shares to be awarded to employees @sile directors to a maximum of 1,000,
common shares. During the first quarter of 2008,Glompany implemented a new form of stock-basedeosation called performance stock
under its existing stock incentive plan.

Performance Stoc

Grants of performance stock comprise rights toivecstock at a future date that are contingenh@enGompany and the grantee achieving
certain performance objectives. During the threatm® ended March 31, 2009, potential stock basgfdnpeance awards totaled 530,623
shares, which vest on December 31, 2010. Expemgbddhree month periods ended March 31, 2002808 was € (59) and € nil,
respectively.

The fair value of performance stock is determinasial upon the number of shares awarded and thedypiate of the Company’s stock.
Performance stock generally cliff vest three ydams the award date. As of March 31, 2009, no pernce stock had vested. During the tl
month period ended March 31, 2009, 39,991 perfoomatock was cancelled due to a departure of atogem
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 2. Stock-Based Compensation (continued)

Restricted Stoc

The fair value of restricted stock is determineddahupon the number of shares granted and thedjpdte of the Compang’stock on the da
of grant. Restricted stock generally vests overyaars. Expense is recognized on a straight-liseslmver the vesting period. Expense
recognized for the three months ended March 319 20@ 2008 were € 26 and € 49, respectively.

As at March 31, 2009, the total remaining unrecagtiicompensation cost related to restricted stowkuated to approximately € 20
(2008 - € 58), which will be amortized over th&maining vesting period.

During the three month period ended March 31, 2609gstricted stock awards were granted (2008)—Triere were nil restricted stock
awards cancelled during the three month periodeéiich 31, 2009 (2008 — nil).

As at March 31, 2009, the total number of restdatock awards outstanding was 232,685, of whicB@Lhad not vested.
Stock Options
During the three month periods ended March 31, 20@b2008, no options were exercised, cancellexkjpired.

Note 3. Net Income (Loss) Per Share Attributable t€ommon Shareholders

Three Months Ended

March 31,
2009 2008
Net income (loss) attributable to common sharehsl— basic € (39,35() £ 2,86¢
Interest on convertible notes, net of € — € —
Net income (loss) attributable to common sharehsl— diluted € (39,3500 £ 2,86¢
Net income (loss) per share attributable to comst@reholders
Basic € (.08 € 0.0¢
Diluted € (.08 £ 0.0¢
Weighted average number of common shares outsigr
Basic®) 36,285,02 36,285,02
Effect of dilutive instruments
Stock options and awari — 151,76:
Convertible note — —
Diluted 36,285,02 36,436,78

(1) The basic weighted average number of shaelades performance and restricted stock which leen issued, but have not vested as at
March 31, 2009
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 3. Net Income (Loss) Per Share Attributable t&€ommon Shareholders (continued)

The calculation of diluted income (loss) per stattébutable to common shareholders does not asiuenexercise of stock options and aw:
or the conversion of convertible notes that woldgéhan anti-dilutive effect on earnings per share.

Stock options and awards excluded from the calanadf diluted income (loss) per share attributadbleommon shareholders because they are
anti-dilutive represented 928,334 and 68,334 ferttitee month periods ended March 31, 2009 and,266@ectively.

Convertible notes excluded from the calculatiowibfted income (loss) per share attributable to mmm shareholders because they are anti-
dilutive represented 8,678,065 for the three maettiods ended March 31, 2009 and 2008.

Performance and restricted stock excluded froncéheulation of diluted income (loss) per shareilaitable to common shareholders because
they are anti-dilutive represented 369,648 sh&x@8g — nil).

Note 4. Inventories

March 31, 200¢ December 31, 20C

Raw material € 26,46 £ 38,22¢
Finished good 40,857 37,88:
Work in process and oth 22,44 22,35

€ 89,76. € 98,45"
Note 5. Debt

Certain of the Company’s debt agreements were dssnder an indenture which, among other thingsricgs its ability and the ability of its
restricted subsidiaries to make certain paymerites@ limitations are subject to other importantifjoations and exceptions. As at March 31,
2009, the Company was in compliance with the tesfitee indenture.
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 5. Debt (continued)

Debt consists of the following:

March 31, December
2009 31, 2008

Note payable to bank, included in a total credifliy of € 827,950 to finance the construction related ¢
Stendal mill (a] €522,82: €531,07:
Senior notes due February 2013, interest at 9.25%%uad and payable se-annually, unsecured (I 233,78t 222,71¢
Subordinated convertible notes due October 201€rdnt at 8.5% accrued and payable -annually (c) 50,72( 48,31¢
Credit agreement with a lender with respect tovalkéng credit facility of C$40 million (d 13,16¢ 18,18¢
Loan payable to noncontrolling shareholder of tten8al mill (e) (Note 10 34,56: 34,12
Credit agreement with bank with respect to a remgleredit facility of€ 40 million (f) 10,00( —
865,05¢ 854,41¢
Less: current portio (26,500 (16,500
Debt, less current portic £€838,55¢ €837,91¢

The Company made scheduled principal repaymentsruhdse facilities of € 34,023 in 2008, and € @8,8uring the three months ended
March 31, 2009. As of March 31, 2009, the principalturities of debt are as follows:

Matures Amount
2009 € 8,25(C
2010 87,80:
2011 23,167
2012 24,58:
2013 273,78t
Thereafte 447 ,46"
€865,05¢

(&) Note payable to bank, included in a total crediflfiy of € 827,950 to finance the construction related éoStendal mill, interest at rates
varying from Euribor plus 0.90% to Euribor plus@% (rates on amounts of borrowing at March 31, 2@0@e from 2.59% to 3.19%),
principal due in required installments beginningt®enber 30, 2006 until September 30, 2017, colditexd by the assets of the Stendal
mill, and at March 31, 2009, restricted cash amiogrib € 3,531, with 48% and 32% guaranteed byFéderal Republic of Germany and
the State of Saxony-Anhalt, respectively, of ufg 800,323 of outstanding principal balance, sutjeet debt service reserve account
required to pay amounts due in the following twatvenths under the terms of the credit facility; eyt of dividends is only permittec
certain cash flow requirements are n
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 5. Debt (continued)

(b)

©

(d)

On March 13, 2009, the Company finalized an agre¢méh its lenders to amend its Stendal creditlitgc The amendment defers
approximately € 164,000 of scheduled principal pagta until the maturity date, September 30, 20idluding approximately € 20,000,
€ 26,000, € 21,000 of scheduled principal paymen2009, 2010, and 2011, respectively. Additionalhe Company made a € 10,000
capital contribution to Stendal, and incurred anmexdt fees totaling approximately € 5,800. See N6te— Noncontrolling Interest.

In February 2005, the Company issued $310amibf senior notes due February 2013, which l@rest at 9.25% accrued, are payable
semi-annually, and are unsecured. On or after Beprlb, 2009, the Company may redeem all or agfdhte notes at redemption prices
(expressed as a percentage of principal amoungl ¢ég)d04.63% for the twelve month period beginnimgFebruary 15, 2009, 102.31%
for the twelve month period beginning on Februasy 2010, and 100.00% beginning on February 15, 20itilat any time thereafter, p
accrued and unpaid intere

As at March 31, 2009, the subordinated convertilles had approximately $67.3 million of principatstanding. The subordinat
convertible notes are due October 2010, bear isttateB.5% accrued and payable semi-annually,@areectible at any time by the holder
into common shares of the Company at $7.75 peesrad are unsecured. The Company may redeem fomtlas a portion of these
notes at any time on or after October 15, 2008@#4 of the principal amount of the notes plus aedrand unpaid interest up to the
redemption date. The holders of the convertiblesatill have the option to require the Companyucchase for cash all or a portion of
the notes not previously redeemed upon a spedifiadge of control at a price equal to 100% of ttecjpal.

Credit agreement with respect to a revolving criiility of C$40 million for the Celgar mill, on three year term. Borrowings under -
credit agreement are secured by pulp mill invensorg receivables. Canadian dollar denominated atad@ar interest at bankers
acceptance plus 2.25% or Canadian prime plus 0.80%.dollar denominated amounts bear interestB®R plus 2.25% or U.S. base
plus 0.50%. As at March 31, 2009, this facility veiawn by C$22.0 million and was accruing inteegst rate of approximately 2.99%.
The credit agreement matures May 19, 2010, buthgest to a or-year extension at the Compi's request
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 5. Debt (continued)

(e) Loan payable to the noncontrolling sharehotdehe Stendal mill bears interest at 7%, aratirued semi-annually. The loan payable is
unsecured, subordinated to all liabilities of therfslal mill, and is due in 201

(f)  Credit agreement with respect to a revolving creadiility of € 40,000 for the Rosenthal mill. Borrowings under ¢hedit agreement a
secured by pulp mill inventory and receivables.rBaings under the credit agreement bear intereStigbor plus 1.55%. As at
March 31, 2009, this facility was drawn by € 10,@0@ was accruing interest at a rate of 3.94%.cFéeit agreement matures
February 15, 201(

Note 6. Derivative Transactions

The Company adopted FAS 161 effective January @9.20he adoption of FAS 161 resulted in no imparctiee Company’s consolidated
financial position or results from operations.

The Company is exposed to certain market risksinglao its ongoing business. The Company seeksaioage these risks through internal risk
management policies as well from time to time the of derivatives. Currently, the primary risk mgea using derivative instruments is
interest rate risk.

During 2004, the Company entered into certain Wéeido-fixed interest rate swaps in connection whith Stendal Loan Facility with respect to
an aggregate maximum amount of approximately €88IPof the principal amount of the indebtednesseutite Stendal Loan Facility. Under
the interest rate swaps, the Company pays a fixedand receives a floating rate with the intepagiments being calculated on a notional
amount. Currently, the aggregate notional amoutthede contracts is € 523,100 at a fixed inteastof 5.28% and they mature October 2017
(matching the maturity of the Stendal Loan Fadiliithe Company effectively converted the StendalrLBacility from a variable interest rate
loan into a fixed interest rate loan, thereby rédgiinterest rate uncertainty.
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 6. Derivative Transactions (continued)

The Company recognized an unrealized loss of €1B5aid € 7,850, with respect to these interestswagps for the three months ended
March 31, 2009 and 2008, respectively, in “Unreadigain (loss) on derivative instruments” in then€aidated Statement of Operations.
Statement of Financial Accounting Standards No, A88ounting for Derivative Instruments and Hedgirgivities, requires companies to
recognize all derivative instruments at their fatue in the consolidated balance sheet. Accordjribé fair value of the interest rate swap is
presented in “Unrealized interest rate derivatossées” within the long-term liabilities sectiontive Consolidated Balance Sheet.

The interest rate derivative contracts are withsidume banks that hold the Stendal Loan FacilitythadCompany does not anticipate non-
performance by the banks.

Note 7. Pension and Other Post-Retirement Benefitlfiigations
Included in pension and other post-retirement kienbfigations are amounts related to the Compa@gkgar and German mills.

The largest component of this obligation is witBpect to the Celgar mill which maintains defineddfé pension and post-retirement benefit
plans for certain employees (“Celgar Plans”).

Pension benefits are based on employees’ earnimiygesrs of service. The Celgar Plans are fundembhtributions from the Company based
on actuarial estimates and statutory requirem@&assion contributions for the three month periodeehMarch 31, 2009 and March 31, 2008
totaled € 347 and € 449, respectively.

The Company anticipates based on actuarial estintlage it will make contributions to the definechbét pension plan of approximately € 858
in 2009.

Effective December 31, 2008, the defined beneéihplas closed to new members. In addition, thenddfbenefit service accrual ceased on
December 31, 2008, and members began to accruétbemaler a new defined contribution plan effeetdanuary 1, 2009.

Three Months Ended March 31,

2009 2008
Post- Post-

Pension Retirement Pension Retirement

Benefits Benefits Benefits Benefits
Service cos € 14 € 83 € 204 € 13C
Interest cos 37C 19¢ 351 207
Expected return on plan ass (311 — (399 —
Recognized net los 34 (598 (1) 21
Net periodic benefit co: € 107 € 224 € 15F €  35&

QUARTERLY REPORT — PAGE 17




MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)
Note 8. Share Capital

Common shares

The Company has authorized 200,000,000 commons(2088 — 200,000,000) with a par value of $1 pars. As at March 31, 2009, the
Company had 36,422,487 (2008 — 36,422,487) comrhares issued and outstanding.

Preferred share

The Company has authorized 50,000,000 preferregsi{a008 — 50,000,000) with $1 par value issuabteries, of which 2,000,000 shares
have been designated as Series A. The preferreessimay be issued in one or more series and with designations and preferences for each
series as shall be stated in the resolutions pirayiibr the designation and issue of each suclesadopted by the Board of Directors of the
Company. The Board of Directors is authorized ly@ompany’s articles of incorporation to determimevoting, dividend, redemption and
liquidation preferences pertaining to each sucleseAs at March 31, 2009, no preferred sharesdlead issued by the Company.

Note 9. Financial Instruments

The Company adopted FAS 157 effective January @8 20he adoption of FAS 157 resulted in no imparcthee Company’s consolidated
financial position or results from operations.

The fair value methodologies and, as a resultfalievalue of the Company’s investments and derreainstruments are determined based on
the fair value hierarchy provided in FAS 157. Thi fialue hierarchy per FAS 157 is as follows:

Level 1 — Valuations based on quoted prices invaatiarkets fordenticalassets and liabilities.

Level 2 — Valuations based on observable inputsctive markets fosimilar assets and liabilities, other than Level 1 prisesh as quoted
interest or currency exchange rates.

Level 3 — Valuations based on significant unobselerénputs that are supported by little or no madetivity, such as discounted cash flow
methodologies based on internal cash flow forecasts
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MERCER INTERNATIONAL INC.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands of Euros, except per share data)

Note 9. Financial Instruments (continued)

The Company classified its investments within Lelelf the valuation hierarchy where quoted priagesaaailable in an active market. Level 1
investments include exchange-traded equities.

The Company’s derivatives are classified within &le¥ of the valuation hierarchy, as they are traolethe over-the-counter market and are
valued using internal models that use as theirshasidily observable market inputs, such as fonigetest rates.

The valuation techniques used by the Company aedoapon observable inputs. Observable inputsctefiarket data obtained from
independent sources. In addition, the Company densil the risk of non-performance of the obligdnicl in some cases reflects the
Company’s own credit risk, in determining the fedlue of the derivative instruments. The countdyptr our interest rate swap derivative is a
multi-national financial institution. The fair vadlof the interest rate swaps represents the Corfgpargosure on the derivative contracts.

The following table presents a summary of the Camgjgaoutstanding financial instruments and thetimeated fair values under the hierarchy
defined in FAS 157:

Fair value measurements at March 31, 2009 usini

Quoted prices ii

active markets fo Significant othel Significant
identical asset observable input unobservable inpu

Description (Level 1) (Level 2) (Level 3) Total
Assets
Investments (a € 71 € — € — € 71
Liabilities
Derivatives (b’

- Interest rate sway € — € 62,12¢ € — € 62,12t

(a) Based on observable market d:
(b) Based on observable inputs for the liability (ietgtrrates and yield curves observable at speaotirals).
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Note 10. Noncontrolling Interest

The Company adopted FAS 160 on January 1, 2009adbption of this standard resulted in retrospegiresentation and disclosure changes
to the December 31, 2008 Consolidated Balance Shkese changes are denoted in the table below:

Excerpt from Consolidated Balance Sh

Application of newn Revised balance as

Balance as ¢

accounting standa

December 31, 200

Description December 31, 20( (@) (b)
Long-term liabilities
Debt, less current portic € 803,79t € 34,12: € 837,91¢
Total liabilities 985,37! 34,12: 1,019,49
Equity
Shareholder equity
Share capite 202,84« — 202,84«
Paic-in capital 29¢ — 29¢
Retained earnings (defic (35,04¢) — (35,04¢)
Accumulated other comprehensive inca (1,8772) — (1,8772)
Total shareholde’ equity 166,22! — 166,22!
Noncontrolling interes — (34,127) (34,12))
Total equity 166,22! (34,227) 132,10:
Total liabilities and equit € 1151600 £ — £ 1,151,601

(@) As at December 31, 2008, the cumulative osds of the Company’s 70.58% subsidiary, the oandroperator of the Stendal mill,
which were attributable to the noncontrolling sieider amounted to € 34,122, and were appliedddaans payable to the
noncontrolling shareholder. The net obligation réga at December 31, 2008 was € nil. In accordavitteFAS 160, the noncontrolling
shareholder’s equity interest is required to béassified to equity in the Consolidated BalanceeBh&s a result, the Company
retrospectively applied this presentation and dmale requiremen

(b) Revised balance as at December 31, 2008 repraben@Bompan’s Consolidated Balance Sheet reclassified in aaomelwith FAS 16(

Commencing January 1, 2009, the Company followedytlidance in FAS 160, and applied any accountirggnges on a prospective basis.
Pursuant to FAS 160, the noncontrolling shareholdiébe attributed its share of losses even ift gigribution results in a net deficit balance.
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Note 10. Noncontrolling Interest (continued)

Previously, Stendal mill losses in excess of thecoatrolling shareholder’s equity interest wereilatitable to the Company. The resulting
impact of this change in accounting is the recagnibf approximately € 8,822 of losses by the neiailling shareholder for the three month
period ended March 31, 2009. The Company’s netdtsibutable to common shareholders for the tinmeath period ended March 31, 2009
would have increased by € 8,822, to a net loss48,£72 had the Company not adopted FAS 160, meguit an increase in the net loss per
share attributable to the common shareholdersOo24£ per share.

On March 13, 2009, the Stendal mill increasedtases capital by € 2,582 which diluted the intetesd by the noncontrolling shareholder and
resulted in a 4.32% increase in the Company’s gaquitnership in the Stendal mill from 70.58% to 24.9Pursuant to FAS 160, the increase in
equity ownership was accounted for as an equitystietion. The carrying amount of the Company’seathalders’equity was adjusted to refle
the 4.32% increase of ownership interest in Sterfdah result, the noncontrolling deficit and thengpany’s Additional Paid-in Capital were
reduced by € 6,161.

The following table highlights the effects of chasgn Mercer Inc’s ownership interest in the Sténad on the Company’s equity:

Three months ender
Description March 31, 2009
Net income (loss) attributable to common sharetrsl € (39,350)

Transfer (to) from the noncontrolling intere

Decrease in the Compé’s paic-in capital for the acquisition of an additional 298 in the Stendal mi (6,16
Change from net income (loss) attributable to comisitareholders and the transfer (to) from noncdimganterest € (45,51)
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Note 11. Commitments and Contingencies

During the year, as part of the new Green Energjept for the Celgar mill, the Company entered atoumber of contracts for the purchas
a new 48 megawatt condensing turbine-generatoasetell as other related equipment commitmentsatAdarch 31, 2009, the value of the
contracts committed was approximately € 13,100 (C$illion).

The Company is involved in a property transferdapute with respect to the Celgar mill and certgthrer legal actions and claims arising in
the ordinary course of business. While the outcofitbese legal actions and claims cannot be predligith certainty, it is the opinion of
management that the outcome of any such claim wkipknding or threatened, either individually arabcombined basis, will not have a
material adverse effect on the consolidated firelremndition, results of operations or liquiditytbe Company.
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Note 12. Restricted Group Supplemental Disclosure
The terms of the indenture governing our 9.25%@eamsecured notes require that we provide thdtsesfioperations and financial condition
of Mercer International Inc. and our restricted sidlaries under the indenture, collectively refdrre as the “Restricted Group”. As at and

during the three months ended March 31, 2009 af8,26e Restricted Group was comprised of Mercerivational Inc., certain holding
subsidiaries and our Rosenthal and Celgar mille. Réstricted Group excludes the Stendal mill.

Combined Condensed Balance Sheet

March 31, 2009

Restricted Unrestricted Consolidatec
Group Subsidiaries Eliminations Group
ASSETS
Current assel
Cash and cash equivalel € 28,68 € 12,55/ € — € 41,23¢
Cash, restricte — 3,531 — 3,531
Receivable: 42,69¢ 38,24 — 80,94:
Inventories 56,97¢ 32,78 — 89,76
Prepaid expenses and ot 2,06¢ 1,01¢ — 3,08t
Total current asse 130,42¢ 88,127 — 218,55¢
Property, plant and equipme 354,77 524,52: — 879,30(
Other 3,66¢ 5,25¢ — 8,92:
Deferred income ta 3,231 — — 3,231
Due from unrestricted grot 67,00¢ — (67,009 —
Note receivable, less current porti 3,531 — — 3,531
Total asset €562,64: € 617,90¢ € (67,009 €1,113,54.
LIABILITIES
Current liabilities
Accounts payable and accrued expel € 46,22¢ € 35,34¢ € — € 81,57t
Pension and other p-retirement benefit obligations, current port 52C — — 52C
Debt, current portiol 10,00( 16,50( — 26,50(
Total current liabilities 56,74¢ 51,84¢ — 108,59!
Debt, less current portic 297,67. 540,88« — 838,55¢
Due to restricted grou — 67,00¢ (67,009 —
Unrealized interest rate derivative los — 62,12t — 62,12t
Pension and other p«retirement benefit obligatior 12,98( — 12,98(
Capital leases and oth 6,174 3,70z — 9,871
Deferred income ta — 3,02 — 3,02:
Total liabilities 373,57. 728,59: (67,009 1,035,15!
EQUITY
Total shareholde’ equity (deficit) 189,06 (73,467) — 115,60°
Noncontrolling interest (deficit — (37,227 — (37,227
Total liabilities and equit €562,64: € 617,90¢ € (67,009 €1,113,54
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Note 12. Restricted Group Supplemental Disclosure@ntinued)

Combined Condensed Balance Sheet

ASSETS
Current assetl
Cash and cash equivalel
Cash, restricte
Receivable:
Inventories
Prepaid expenses and ot
Total current asse

Property, plant and equipme

Other

Deferred income ta

Due from unrestricted grot

Note receivable, less current porti
Total asset

LIABILITIES

Current liabilities
Accounts payable and accrued expet
Pension and other p-retirement benefit obligations, current port
Debt, current portiol

Total current liabilities

Debt, less current portic

Due to restricted grou

Unrealized interest rate derivative los

Pension and other pr-retirement benefit obligatior
Capital leases and oth

Deferred income ta

Total liabilities

EQUITY
Total shareholde’ equity (deficit)
Noncontrolling interest (deficit

Total liabilities and equit'
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December 31, 2008

Restricted Unrestricted Consolidatec
Group Subsidiaries Eliminations Group
€ 26,17¢ € 16,27¢ € — € 42,45
— 13,00( — 13,00(
57,25¢ 42,90( — 100,15¢
59,801 38,65¢ — 98,45
3,21F 1,61¢ — 4,83¢
146,45( 112,45: — 258,90:
351,00¢ 530,69¢ — 881,70
4,42¢ 5 — 4,43(
3,03¢ — — 3,03¢
55,92¢ — (55,925 —
3,52¢ — — 3,52¢
€564,37: € 643,15. € (55,929 €1,151,60!
€ 44,45( € 43,067 € — € 87,51;
51C — — 51C
— 16,50( — 16,50(
44,96( 59,56 — 104,52°
289,22: 548,69¢ — 837,91¢
— 55,92t (55,92 —
— 47,11z — 47,11z
12,84¢ — — 12,84¢
7,167 4,10 — 11,26
— 5,827 — 5,827
354,19¢ 721,22" (55,925 1,019,49
210,17¢ (43,954 — 166,22
— (34,12)) — (34,12))
€564,37: € 643,15! € (55,92 €1,151,60!
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Note 12. Restricted Group Supplemental Disclosure@ntinued)

Combined Condensed Statements of Operations

Three Months Ended March 31, 2009

Restricted Unrestricted Consolidatec

Group Subsidiaries Eliminations Group
Revenue: € 79,03: € 60,54( € — € 139,57:
Operating cost 73,31¢ 58,68: — 131,99°
Operating depreciation and amortizat 6,704 6,69 — 13,401
Selling, general and administrative exper 4,42 2,16t — 6,587
84,44 67,54: — 151,98!
Operating income (lost (5,410 (7,009 — (12,419

Other income (expens
Interest expens (7,3072) (10,35¢) 1,10¢ (16,549
Investment income (los: 91€ (3,009 (2,109 (3,209
Foreign exchange gain (loss) ond (4,416 — — (4,416
Derivative instrument — (15,019 — (15,019
Total other income (expens (10,807 (28,379 — (39,180
Net income (loss) before income ta (16,217 (35,38)) — (51,599
Income tax benefit (provisior 20€ 2,774 — 2,98
Net income (loss (16,009 (32,607 — (48,61))
Less: net loss attributable to noncontrolling ints — 9,261 — 9,261
Net income (loss) attributable to common sharetrsl €(16,009) € (23,346 € — € (39,350
Three Months Ended March 31, 2008

Restricted Unrestricted Consolidatec

Group Subsidiaries Eliminations Group
Revenue: €104,58t € 82,22¢ € — € 186,81¢
Operating cost 81,14 66,01« — 147,15¢
Operating depreciation and amortizat 7,421 6,70( — 14,121
Selling, general and administrative exper 3,744 3,152 — 6,89¢
92,30 75,86¢ — 168,17:
Operating income (los: 12,28 6,36 — 18,64

Other income (expens

Interest expens (6,712 (10,867 95¢ (16,620
Investment income (los: 1,73¢ (467) (959) 31C
Foreign exchange gain (loss) on d 6,62 (59¢€) — 6,031
Derivative instrument — (7,850 — (7,850
Total other income (expens 1,651 (19,780 — (18,129
Net income (loss) before income ta 13,93: (13,419 — 514
Income tax benefit (provisiot (2,154 1,32¢ — (828)
Net income (loss 11,77¢ (12,097 — (319
Less: net loss attributable to noncontrolling iatt — 3,18: — 3,18:
Net income (loss) attributable to common sharehs| € 11,77¢ € (8,909 € — € 2,86¢
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

In this document: (i) unless the context otherwesguires, references to “we”, “our”, “us”, the “Cpamy” or “Mercer” mean Mercer
International Inc. and its subsidiaries; (ii) refieces to “Mercer Inc.” mean the Company excludiagubsidiaries; (iii) information is provided
as of March 31, 2009, unless otherwise statedaflveferences to monetary amounts are to “Eurb&’ Jawful currency adopted by most
members of the European Union, unless otherwisedstéy) “ € ” refers to Euros, “$” refers to U.&ollars and C$ refers to Canadian dollars;
and (vi) “ADMTs" refers to air-dried metric tonnes.

Results of Operations

General

We operate three NBSK pulp mills through our whailyned subsidiaries, Rosenthal and Celgar, and 43¢0 owned subsidiary, Stendal,
which have a consolidated annual production capa€iapproximately 1.5 million ADMTSs.

The following discussion and analysis of our resoltoperations and financial condition for theethmonths ended March 31, 2009 should be
read in conjunction with our interim consolidat@mbhcial statements and related notes includehkisnquarterly report, as well as our most
recent annual report on Form 10-K for the fiscar/ended December 31, 2008 filed with the SEC.

Current Market Environment

As global economies continue to experience unpeated volatility and disruption, we faced a verffidilt operating environment throughout
the first quarter of 2009. During the current geae experienced further declines in pulp prices sustained depressed demand for our
product. As we progress into the second quartg008€, pulp industry conditions remain challengihigese conditions are beyond our ability
control and may have a significant impact on owifiess, results of operations, cash flows, altitityneet our debt service obligations and
financial position.
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First Quarter Snapshot
Selected production, sales and exchange rate afatiaef three months ended March 31, 2009 and 2088 follows:

Three Months Ended March 31,

2009 2008

Pulp Production‘000 ADMTS) 345.¢ 360.¢
Scheduled Production Downtim‘000 ADMTSs) — 15
Pulp Sales'000 ADMTS) 336.7 348.2
Pulp Revenues (in million: € 129.( € 179.1
NBSK pulp list prices in Europe ($/ADM1 $ 58E $ 88C
NBSK pulp list prices in Europe€ /ADMT) € 44c¢ € 58¢€
Average pulp sales realization€ /ADMT) @ € 377 € 51C
Energy Production'000 MWh) 356.2 364.¢
Energy Sales'000 MWh) 112.2 114.1
Energy Revenue (in million: € 10.€ € 7.7
Average energy sales realizatior€ /MWh) € 9 € 68
Average Spot Currency Exchange R#2

€/% 0.767¢ 0.666¢
C$/% 1.245: 1.004:
Cs$/€ 1.6217 1.5057

(1) List price less discounts and commissic
(2) Average Bank of Canada noon spot rates over thatieg period.

Three Months Ended March 31, 2009 Compared to Thidenths Ended March 31, 2008

Pulp revenues for the three months ended MarcB@19 decreased by approximately 28.0% to € 129@®mfrom € 179.1 million in the
comparative quarter of 2008 primarily due to thgang global economic crisis and its effect on wqulp markets. Revenues from the sale of
excess energy increased by approximately 36.6%eiffitst quarter to € 10.6 million from € 7.7 milti in the same quarter last year due to the
higher biomass energy tariffs now in effect underr@any’s Renewable Energy Resources Act.

Pulp sales volume decreased to 336,659 ADMTs irctineent quarter compared to 348,176 ADMTs in theparative period of 2008
primarily due to weaker demand and the effect eflitrestrictions on certain of our customers hia first quarter of 2009, average pulp sales
realizations decreased by approximately 26.1% &% to € 377 per ADMT from € 510 per ADMT in thense period last year and486 pel
ADMT in the fourth quarter of 2008, respectively.

Pulp prices decreased in the first quarter of 2898 result of the global recession. List pricesNBSK pulp in Europe were approximately €
449 ($585) per ADMT in the current quarter compareedpproximately € 586 ($880) in the first quad&éR008 and € 456 ($635) at the end of
2008. Partially offsetting the declines in pulpges has been the stronger U.S. dollar versus thedful the Canadian dollar. A stronger U.S.
dollar is beneficial to us because, although NBSko s primarily quoted in U.S. dollars, our protioa costs are principally incurred in Euros
and Canadian dollars.
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Pulp production decreased to 345,620 ADMTs in timeent quarter from 360,881 ADMTs in the same pknb2008 primarily due to seven
days of unscheduled production downtime at our &etgill as a result of a temporary railway shutdajue to weather conditions. We took no
scheduled maintenance downtime at our mills irfiisethree months of 2009, compared to one dahénsame period last year.

Costs and expenses in the first quarter of 2008edsed to € 152.0 million from € 168.2 million iretcomparative quarter of 2008.

In the first three months of 2009, operating dejatéan and amortization decreased slightly to € 8illion from € 14.1 million in the
comparative quarter of 2008.

As a result of continuing weak NBSK markets in thierent quarter, we recorded additional non-cashigions of € 3.4 million and €
1.2 million against our finished goods and fiberantories, respectively.

During the first quarter of 2009 certain U.S. ppipducers took advantage of an excise tax credi¢uthe U.S. Internal Revenue Code
intended to subsidize companies that sell or usenaltive fuel mixtures. The manner in which tHtermative fuel tax credit has been applied
by U.S. pulp producers is viewed by many as copti@the legislation’s intent and acts as a subtidyre U.S. pulp industry. As a result, the
tax credit has the potential to significantly lovilee operating costs of otherwise unprofitable poails and complaints have been brought by a
number of non-U.S. producers and their respectbx@mments on the basis that the credit providasn@ompetitive advantage to U.S. pulp
producers. While the tax credit does not impaditectly, it has the potential of deferring incressn pulp prices that might otherwise be
implemented.

On average, and including the effect of the norir@agentory provision on our fiber inventories, dilner costs decreased by approximately
10.4% in the first quarter of 2009 from the sameqakin 2008 due to lower demand. We currently exfier prices to level off in the near
term due to the effect of the ongoing sawmillingtailments and harvesting reductions.

We recorded € 0.6 million from the sale of emissitlowances for the three months ended March 309 2€ompared to € nil in the
comparative quarter of 2008.

For the first quarter of 2009, we recorded an djpegdoss of € 12.4 million compared to operatingame of € 18.6 million in the comparative
quarter of 2008, primarily due to lower price reations and sales volume resulting from deteringatharket conditions.

Interest expense in the first quarter of 2009 desrd very marginally to € 16.5 million from € 1@n@lion in the comparative quarter of 2008.

In the first three months of 2009 we recorded a tfs€ 3.2 million on the final disposition of cairt investments previously owned by our
Stendal mill. Such investments were held in an preadelently-managed fund created for purposes obtingethe debt service reserve account
funds under the mill’s project loan facility.

Our Stendal mill recorded an unrealized loss 05® nillion on our interest rate derivatives durthg first quarter of 2009 compared to an
unrealized loss of € 7.9 million in the same petaxst year in large part due to the significantrdase in European interest rates.
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A portion of our long-term debt is denominated agplayable in foreign currencies, principally U.8llaks. In the first quarter of 2009, we
recorded an unrealized loss of € 4.4 million onfoueign currency denominated debt compared toreealized gain of € 6.0 million in the
same period of 2008.

In the first quarter of 2009, the noncontrolling@efholder’s interest in the Stendal mill's losstloe period was € 9.3 million, compared to €
3.2 million in the same quarter last year.

We reported a net loss attributable to common s$lwdders for the first quarter of 2009 of € 39.4lioil, or € 1.08 per basic and diluted share,
which included an aggregate unrealized non-cashdb€ 19.4 million of Stendal’s interest rate giates and foreign exchange losses on our
debt. In the first quarter of 2008, we reportedinebme attributable to common shareholders oBéllion, or € 0.08 per basic and diluted
share.

Operating EBITDA in the first quarter of 2009 wa4 £ million compared to € 32.8 million in the thrmonths ended March 31, 2008 and an
Operating EBITDA loss of € 7.5 million in the fobrguarter of 2008. EBITDA in the current quarteslirdes non-cash inventory provisions of
€ 4.6 million. Operating EBITDA is defined as opengtincome (loss) plus depreciation and amortizadiot non-recurring capital asset
impairment charges. Management uses Operating EBIA®a benchmark measurement of its own operatisgits, and as a benchmark
relative to its competitors. Management considets be a meaningful supplement to operating incama performance measure primarily
because depreciation expense and non-recurrintatapset impairment charges are not an actualasthand depreciation expense varies
widely from company to company in a manner that agement considers largely independent of the uyidgrtost efficiency of their

operating facilities. In addition, we believe Oparg EBITDA is commonly used by securities analygtsestors and other interested parties to
evaluate our financial performance.

Operating EBITDA does not reflect the impact ofuanber of items that affect our net income, inclgdiimancing costs and the effect of
derivative instruments. Operating EBITDA is not easure of financial performance under the accogmtiinciples generally accepted in the
United States of America (“GAAP”), and should netdonsidered as an alternative to net income (ltgshutable to common shareholders or
income from operations as a measure of operatfggrérmance, nor as an alternative to net cash épenating activities as a measure of
liquidity.

Operating EBITDA has significant limitations asamalytical tool, and should not be consideredafaiton, or as a substitute for analysis of
our results as reported under GAAP. Some of thigstations are that Operating EBITDA does not reffl€i) our cash expenditures, or future
requirements, for capital expenditures or cont@atommitments; (ii) changes in, or cash requireméor, working capital needs; (iii) the
significant interest expense, or the cash requirgsneecessary to service interest or principal pays) on our outstanding debt; (iv) non-
controlling interests on our Stendal NBSK pulp roplerations; (v) the impact of realized or markediarket changes in our derivative
positions, which can be substantial; and (vi) thpact of impairment charges against our investmenéssets. Because of these limitations,
Operating EBITDA should only be considered as gpkmental operational performance measure and dimmtlbe considered as a measur
liquidity or cash available to us to invest in tiewth of our business. See the Statement of ClasinsFset out in our interim consolidated
financial statements included herein. Becauseoafiganies do not calculate Operating EBITDA in tame manner, Operating EBITDA
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as calculated by us may differ from Operating EBAT@r EBITDA as calculated by other companies. Wempensate for these limitations by
using Operating EBITDA as a supplemental measumipbperational performance and relying primaoilyour GAAP financial statements.

The following table provides a reconciliation ot irecome (loss) attributable to common shareholteperating income (loss) and Operating
EBITDA for the periods indicated:

Three Months Ended

March 31,
2009 2008
(in thousands)

Net income (loss) attributable to common sharetrsl £€(39,35() € 2,86¢
Net loss attributable to noncontrolling inter (9,267) (3,187
Income taxes (benefit: (2,9872) 82¢
Interest expens 16,54¢ 16,62(
Investment (income) los 3,20z (310
Unrealized foreign exchange loss (gain) on « 4,41¢€ (6,037)
Derivative instrument 15,01 7,85(
Operating income (los: (12,419 18,64:
Add: Depreciation and amortizatit 13,467 14,19:
Operating EBITDA € 1,05/ €32,83¢
Liquidity and Capital Resources
The following table is a summary of selected finahinformation for the periods indicated:

As at As at

March 31, December 31
2009 2008

(in thousands)
Financial Position

Cash and cash equivalel € 41,23¢ € 42,45
Cash, restricte 3,531 13,00(
Working capital 109,96: 154,37
Property, plant and equipme 879,30( 881,70«
Total asset 1,113,54. 1,151,601
Long-term liabilities 926,56 914,97(
Total equity 78,38¢ 132,10:

Sources and Uses of Func

Our principal sources of funds are cash flows faperations, cash on hand, the revolving workingtahlpan facility for our Celgar mill, or
“Celgar Loan Facility”, and the revolving workinggital loan facility for our Rosenthal mill, or “Renthal Loan Facility”. Our principal uses
of funds consist of operating and capital expemdgupayments of principal and interest on thegmtdpan facility relating to our Stendal mill,
or “Stendal Loan Facility”, and interest paymentsonr outstanding senior notes and convertiblesote

As at March 31, 2009, our cash and cash equivaleats € 41.2 million, compared to € 42.5 milliortte end of 2008. We also had €
3.5 million of restricted cash in the debt servieserve account under the Stendal Loan Facilitysgopdoximately € 31.5 million in available
undrawn lines of credit.

In the first quarter of 2009, we completed an ameerat to the Stendal Loan Facility which has incegaStendal’s liquidity by deferring
approximately € 164.0 million of principal paymentstil maturity on September 30, 2017. The defemembunt includes approximately
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€ 20.0 million, € 26.0 million and € 21.0 million e€heduled principal payments in 2009, 2010 and 2@&kbectively. As part of the
amendment we made a capital contribution of € hllilon to Stendal in the first quarter of 2009.

In the current quarter we also extended the mgtafithe Celgar Loan Facility from May 2009 to M2910 and are currently seeking to ext
the maturity of the Rosenthal Loan Facility whishset to mature in February 2010.

The Stendal Loan Facility is provided by a syndcaft eleven financial institutions and the Celgaeh Facility and Rosenthal Loan Facility
are each provided by one financial institution. lié&e not to date experienced any reductions intcgdilability with respect to these loan
facilities. However, if any of these financial iitstions were to default on their commitment toduwe could be adversely affected.

In the first quarter of 2009, we continued our gfdo obtain term financing for the “green” enemgject at our Celgar mill and are in
continuing negotiations with lenders with respecsaich financing. While we expect to finalize sficlancing in the second quarter of 2009,
given the current market environment there candassurance that we will be able to do so or angdavorable to us. In the first three moi
of 2009, capital expenditures related to the Cedgargy project were € 4.4 million and we expeofgut costs to be approximately €

24.7 million in the remainder of 2009.

Debt

As at March 31, 2009, the amount outstanding uttde6tendal Loan Facility was € 522.8 million. Weoahad approximately C$22.0 million
outstanding under the C$40.0 million Celgar Loaniliig and had drawn approximately € 10.0 millionder the Rosenthal Loan Facility.

Additionally, we have $310.0 million (€ 233.8 o) in principal amount of our 9.25% senior natesstanding which mature in
February 2013 and for which we pay interest atr#te of 9.25% on February 15 and August 15 of g&eln. The indenture governing the
senior notes does not contain any financial maarea covenants and there are no scheduled pringEagalents until maturity.

We also have $67.3 million ( € 50.7 million) inmeipal amount of our 8.5% convertible senior submtdd notes which mature in
October 2010 for which we pay interest semi-anguati April 15 and October 15 of each year at the of 8.5%. The convertible notes also
are not subject to any financial maintenance cowvena

Debt Covenant:
Our long-term obligations contain various finandégts and covenants customary to these typesasfgements.

The Stendal Loan Facility contains an annual debtise cover ratio which must not fall below 1.1x the period from December 31, 2011 to
December 31, 2013 and 1.2x for the period aftendanl, 2014 until maturity on September 30, 20%% Stendal Loan Facility also contains
a permitted leverage ratio of total debt to EBITAiIch is effective beginning December 31, 2009 sTatio is set to decline over time from
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13.0x on its effective date to 4.5x on June 30,72Fhilure to comply with either ratio constitutes event of default, but may be cured by the
shareholders of Stendal with a once-per-fiscal-yato deficiency cure by way of a capital conttibn or subordinated loan in the amount
necessary to cure such deficiency.

Under the Rosenthal Loan Facility, the ratio of debt to EBITDA must not exceed 3:1 in any 12-mgughiod and there must be a ratio of
EBITDA to interest expense equal to or in excesk.4f1 for each six month period. Additionally, nt assets to current liabilities must equal
or exceed 1.1:1.

The Celgar Loan Facility includes a covenant tfatso long as the excess amount under the fadlitgss than C$8.0 million, then until it
becomes equal to or greater than such amount,dlgaOmill must maintain a fixed charge coveradgmraf not less than 1.1:1.0 for each 12-
month period.

As at March 31, 2009, we were in full complianceéhvall of the covenants of our indebtedness.
Cash Flow Analysis

Cash Flows from Operating ActivitiedVe operate in a cyclical industry and our operatiagh flows vary accordingly. Our principal
operating cash expenditures are for labor, fibeenticals and debt service.

Operating activities in the first three montti2009 provided cash of € 0.8 million, comparegtoviding cash of € 3.6 million in the same
period last year. A decrease in receivables pravidesh of € 20.4 million in the first quarter ofd®) compared to an increase in receivables
using cash of € 3.8 million in the first quartera®08. A decrease in inventories before non-cashigions provided cash of&1 million in the
current quarter, compared to a decrease in inviesttrat provided cash of € 0.7 million in thetfigsiarter of 2008. A decrease in accounts
payable and accrued expenses used cash of € @idrmilthe first three months of 2009, compared ecrease in accounts payable and
accrued expenses using cash of € 11.4 millionerfitet three months of 2008.

Working capital levels fluctuate throughout tyear and are affected by maintenance downtina)gihg sales patterns, seasonality and the
timing of receivables and the payment of payablesexpenses.

Cash Flows from Investing Activitiegnvesting activities in the first quarter of 200@ypided cash of € 2.0 million, compared to usingica
of € 2.0 million in the same period of 2008. Capéependitures in the current quarter used cagh©¥ million compared to € 3.0 million in
the first quarter of 2008 and were primarily rethte the energy project and woodroom upgradeseaCtigar mill.

Cash Flows from Financing Activitiesln the first quarter of 2009, financing activitiesed cash of 4.5 million, compared to using cash
€ 17.5 million in the first quarter of 2008.
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Capital Resources

Other than commitments totaling approximately €L18illion relating to the Celgar mill energy projese have no material commitments to
acquire assets or operating businesses. In theiester of 2009 we continued our efforts to abotarm financing for the “green” energy
project at our Celgar mill and are in continuingotations with lenders with respect to such firagcWhile we currently expect to finalize
such financing in the second quarter of 2009, gitencurrent market environment there can be narasse that we will be able to do so or on
terms favorable to us.

With the recent global financial crisis and recesary global economic conditions, our short-tercufis on maintaining the sustainability of
our business. In order to meet this objective, meeveorking to reduce costs, cut discretionary spendncluding capital expenditures and are
seeking to enhance our liquidity.

Future Liquidity

Our ability to make scheduled payments of pringipal interest on or to refinance our indebtednasg fund planned expenditures will
depend on our future performance, which is suligegeneral economic, financial and other factoas éme beyond our control. Based upon the
current level of operations and our current exgamsta for future periods in light of the currenbeomic environment, and in particular, curr
and expected pulp pricing and foreign exchangesyate believe that cash flow from operations arallakle cash, together with available
borrowings under the Celgar Loan Facility and tleséhthal Loan Facility, will be adequate to meetlmuidity needs in the next 12 months.

Contractual Obligations and Commitments

There were no material changes outside the ordicrauyse to any of our contractual obligations dytime first three months of 2009.

Foreign Currency

Our reporting currency is the Euro as the majasftpur business transactions are denominated insEltowever, we hold certain assets and
liabilities in U.S. dollars and Canadian dollargcArdingly, our consolidated financial results smeject to foreign currency exchange rate
fluctuations.

We translate foreign denominated assets and ligisilinto Euros at the rate of exchange on thenlbalaheet date. Unrealized gains or losses
from these translations are recorded in our codatdd statement of comprehensive income (loss)rapdct on shareholders’ equity on the
balance sheet but do not affect our net earnings.

In the three months ended March 31, 2009, accueulilzther comprehensive loss increased by € 5.iomilVhich was primarily due to the
foreign exchange translation.

Based upon the exchange rate at March 31, 2009).®edollar has increased by approximately 19.2%aiue against the Euro since
March 31, 2008. See “Quantitative and Qualitativecldsures about Market Risk”.
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Results of Operations of the Restricted Group unde©ur Senior Note Indenture

The indenture governing our senior notes requivaswe also provide a discussion in annual andtguiareports we file with the SEC under
Management’s Discussion and Analysis of Financ@hdition and Results of Operations of the resuligperations and financial condition of
Mercer Inc. and our restricted subsidiaries underimdenture, referred to as the “Restricted Grolipe Restricted Group is comprised of
Mercer Inc., our Rosenthal and Celgar mills andadetolding subsidiaries. The Restricted Groudwekes our Stendal mill.

The following is a discussion of the results of gi®ns and financial condition of the Restricted@. For further information regarding the
Restricted Group including, without limitation, @pnciliation to our consolidated results of opersa, see Note 12 of our interim consolidated
financial statements included herein.

Restricted Group Resul— Three Months Ended March 31, 2009 Compared to &@arMonths Ended March 31, 2008

Pulp revenues for the Restricted Group for thegtmenths ended March 31, 2009 decreased by appatedy25.8% to € 75.0 million from €
101.1 million in the comparative period of 2008 vReues from the sale of excess energy were € 4t@inurrent quarter compared to €

3.5 million in the same period last year due tottlglher biomass energy tariffs now in effect un@ermany’s Renewable Energy Resources
Act.

Pulp prices decreased in the first quarter of 28098 result of the global recession. List prices\BSK pulp in Europe were approximately €
449 ($585) per ADMT in the first quarter of 200aapproximately € 586 ($880) in the same period0ff8 and € 456 ($635) at the end of
2008. Partially offsetting the declines in pulpces has been the stronger U.S. dollar versus thedfud the Canadian dollar. A stronger U.S.
dollar is beneficial to us because, although NBSio s primarily quoted in U.S. dollars, our protioa costs are principally incurred in Euros
and Canadian dollars.

Pulp sales volume of the Restricted Group decretms&83,791 ADMTSs in the first quarter of 2009 frd®8,670 ADMTs in the comparative
period of 2008 due to weaker demand and the effextedit restrictions on certain of our customémnghe first quarter of 2009, average pulp
sales realizations for the Restricted Group deectay approximately 24.0% and 12.8% to € 387 peMADrom €509 per ADMT in the sar
period last year and € 444 per ADMT in the fourttader of 2008, respectively.

Pulp production for the Restricted Group decreasek®9,429 ADMTSs in the first quarter of 2009 fr@95,818 ADMTs in the same period of
2008, primarily due to seven days of unscheduledywtion downtime at our Celgar mill as a resulad&émporary railway shutdown due to
weather conditions. In the first quarter of 200@, twok no scheduled maintenance downtime at ogaCeind Rosenthal mills, compared to
one day at our Celgar mill in the same periodyasir.

Costs and expenses for the Restricted Group ifirteuarter of 2009 decreased to € 84.4 millimmf € 92.3 million in the comparative
period of 2008.
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In the first three months of 2009 operating deg@en and amortization for the Restricted Groupreased to € 6.7 million from € 7.4 million
in the same period last year.

As a result of continuing weak NBSK markets in tierent quarter, the Restricted Group recordedtiaddil non-cash provisions of €
2.0 million and € 1.2 million against the finishgdods and fiber inventories, respectively, at oelg@r and Rosenthal mills.

Overall, and including the effect of a non-casheimory provision against fiber inventories at oetdgar mill, fiber costs of the Restricted
Group decreased by approximately 14.8% in the djustrter of 2009 versus the same period of 2008alie@ver demand. We currently expect
fiber prices to level off in the near term duehe effect of the ongoing sawmilling curtailmentsl drarvesting reductions.

For the three months ended March 31, 2009, theiBtest Group recorded € 0.6 million from the salemission allowances by our Rosenthal
mill compared to € nil in the comparative quarte2008.

In the first quarter of 2009, the Restricted Grogjported an operating loss of € 5.4 million comgdarean operating income of}2.3 million in
the first quarter of 2008 primarily due to loweigerrealizations and sales volume resulting frotederating market conditions.

Interest expense for the Restricted Group in ttet Guarter of 2009 increased to € 7.3 million fréré.7 million in the same quarter last year.

In the first quarter of 2009, the Restricted Groegorded an unrealized loss on foreign currencyémated debt of €.4 million, compared t
an unrealized gain of € 6.6 million in the comp&etuarter of 2008.

The Restricted Group reported a net loss attribatembcommon shareholders for the first quarte2@d9 of €16.0 million. In the first quarter
2008, the Restricted Group had net income attriideteo common shareholders of € 11.8 million.

Operating EBITDA for the Restricted Group was €rhiflion in the first quarter of 2009 compared ta %8 million in the comparative quarter
of 2008 and an Operating EBITDA loss of € 5.6 naillin the fourth quarter of 2008. EBITDA for thed®écted Group in the current quarter
includes non-cash inventory provisions of € 3.2ionl Operating EBITDA is defined as operating imm (loss) plus depreciation and
amortization and non-recurring capital asset immpairt charges. Operating EBITDA has significantfations as an analytical tool, and should
not be considered in isolation, or as a substfutanalysis of our results as reported under GA3&e the discussion of our results for the t
months ended March 31, 2009 for additional infoiioratelating to such limitations and Operating EBHA.
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The following table provides a reconciliation ot irecome (loss) attributable to common shareholteperating income (loss) and Operating
EBITDA for the Restricted Group for the periodsitated:

Three Months Ended
March 31,
2009 2008
(in thousands)

Restricted Group

Net income (loss) attributable to common sharetrsl(®) €(16,009) €11,77¢
Income taxes (benefit: (208) 2,15¢
Interest expens 7,30z 6,71
Investment (income) los (91€) (1,73¢)
Unrealized foreign exchange (gain) loss on « 4,41¢ (6,627
Operating income (los (5,410 12,28:
Add: Depreciation and amortizatit 6,77( 7,492
Operating EBITDA® € 1,36( € 19,77

(1) See Note 12 of the interim consolidated finandiatesnents included elsewhere herein for a recaticiti to our consolidated resul

Liquidity and Capital Resources of the Restricted Goup

The following table is a summary of selected firiahimformation for the Restricted Group for theipés indicated:

As at As at
March 31, December 31
2009 2008

(in thousands)
Restricted Group Financial Position(@)

Cash and cash equivalel € 28,68 € 26,17¢
Working capital 73,68 101,49(
Property, plant and equipme 354,77 351,00¢
Total asset 562,64 564,37-
Long-term liabilities 316,82t 309,23!
Equity 189,06 210,17¢

(1) See Note 12 of the interim consolidated finandiatesnents included elsewhere herein for a recaticiti to our consolidated resul

At March 31, 2009, the Restricted Group had cashcaish equivalents of € 28.7 million, compared &6£ million at the end of 2008 and had
working capital of € 73.7 million compared to wargicapital of € 101.5 million at the end of 2008eTRestricted Group also had
approximately € 31.5 million in available undravimels of credit.

As at March 31, 2009, we had drawn approximatel@® million under the € 40.0 million Rosenthal bd@acility and approximately
C$22.0 million under the C$40.0 million Celgar Ldgacility.

Standard & Poor’s Ratings Services (“S&P”") basea#sessment of our credit risk on the busineséimamtial profile of the Restricted Group
only. On February 13, 2009, S&P lowered the RestiicGroup’s credit rating to B- and placed allmgs on credit watch with negative
implications, citing the pulp market environmentgotential liquidity issues. Factors that may eiffeur credit rating include changes in our
operating performance and liquidity. Credit ratd@vngrades can adversely impact, among other thingge borrowing costs and access to
capital markets.
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We expect the Restricted Group to meet its intexedtdebt service obligations and meet the workimdy maintenance capital requirements for
its operations for the next 12 months with castffoom operations, cash on hand and available bongs under the Celgar Loan Facility and
the Rosenthal Loan Facility.

Critical Accounting Policies

The preparation of financial statements and reldiedosures in conformity with GAAP requires maeagnt to make estimates and
assumptions that affect both the amount and thiagiof the recording of assets, liabilities, revesuand expenses in the consolidated financia
statements and accompanying note disclosure. Onageanent routinely makes judgments and estimatag #ftie effects of matters that are
inherently uncertain. As the number of variabled assumptions affecting the probable future resmiutf the uncertainties increase, these
judgments become even more subjective and com

Our significant accounting policies are disclosed\bte 1 to our annual report on Form 10-K forfiseal year ended December 31, 2008.
While all of the significant accounting policieseamportant to the consolidated financial statemestme of these policies may be viewed as
having a high degree of judgment. On an ongoingshasing currently available information, managatreviews its estimates, including
those related to the accounting for pensions astigdirement benefits, provisions for bad debt dodbtful accounts, derivative instruments,
impairment of long-lived assets, deferred taxeggiory provisions and environmental conservatiath lagal liabilities. Actual results could
differ from these estimates.

We have identified certain accounting policies &t the most important to the portrayal of ourent financial condition and results of
operations.

For information about both our significant andicet accounting policies, see our annual repofform 10-K for the fiscal year ended
December 31, 2008.

New Accounting Standards

See Note 1 to the Company'’s interim consolidatedrftial statements included in Item 1.

Cautionary Statement Regarding Forward-Looking Information

The statements in this report that are not repditeshcial results or other historical informatiare “forward-looking statements” within the
meaning of thérivate Securities Litigation Reform Act of 1998 amended. These statements appear in a nufrifer@nt places in this
report and can be identified by words such asrfests”, “projects”, “expects”, “intends”, “believesplans”, or their negatives or other
comparable words. Also look for discussions oftetyg that involve risks and uncertainties. Forwimaking statements include statements
regarding:

. our markets

. demand and prices for our produc

. our level of indebtednes

. raw material costs and supp

. energy prices, sales and our initiatives to enhaabes of surplus energ
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. capital expenditure:
. the economy
. foreign exchange rat— particularly the U.S. dollar and Canadian dolla

. derivatives.

You are cautioned that any such forward-lookingesteents are not guarantees and may involve risksiacertainties. Our actual results may
differ materially from those in the forward-lookistatements due to risks facing us or due to ataetd differing from the assumptions
underlying our estimates. Some of these risks asdraptions include those set forth in reports ahdradocuments we have filed with or
furnished to the SEC, including in our annual répor Form 10-K for the fiscal year ended Decemlder2B®08. We advise you that these
cautionary remarks expressly qualify in their eztjirall forward-looking statements attributableissoor persons acting on our behalf. Unless
required by law, we do not assume any obligationpiate forward-looking statements based on uripated events or changed expectations.
However, you should carefully review the reportd ather documents we file from time to time witle tBEC.

Cyclical Nature of Business

Revenue

The pulp business is highly cyclical in nature amarkets for our principal products are charactelrizg periods of supply and demand
imbalance, which in turn affects product pricedpRuarkets are highly competitive and are sensitiveyclical changes in the global econol
industry capacity and foreign exchange rates,fallloch can have a significant influence on sellprigces and our operating results. The length
and magnitude of industry cycles have varied owee but generally reflect changes in macro econamialitions and levels of industry
capacity.

Industry capacity can fluctuate as changing ingustinditions can influence producers to idle prdiucor permanently close machines or
entire mills. In addition, to avoid substantial ka®sts in idling or closing a mill, some produceit choose to operate at a loss, sometimes
even a cash loss, which can prolong weak pricingr@enments due to oversupply. Oversupply of oudpieis can also result from producers
introducing new capacity in response to favoralbieimy trends.

Demand for pulp has historically been determinedhgylevel of economic growth and has been closetlyto overall business activity. From
2006 to mid-2008, pulp prices steadily improvedwdwer, in the latter half of 2008, the current glbbconomic crisis resulted in a sharp
decline of pulp prices from a high of $900 per ADMT$635 per ADMT at the end of 2008. In the fagatrter of 2009 prices deteriorated
further to a low of $575 per ADMT and there mayflher price deterioration in the future. We canpedict the length or severity of the
current economic downturn and its continuing imgactower demand and prices for our product.
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Prices for pulp are driven by many factors outsidecontrol, and we have little influence over timeing and extent of price changes, which
often volatile. Because market conditions beyondomumtrol determine the price for pulp, such pulgynfall below our cash production costs,
requiring us to either incur short-term losses mudpct sales or cease production at one or mooeirofnanufacturing facilities. Therefore, our
profitability depends on managing our cost strugtparticularly raw materials which represent adigant component of our operating costs
and can fluctuate based upon factors beyond ouralotf the prices of our products decline, opifces for our raw materials increase, or both,
our results of operations could be materially adelraffected.

Costs

Our production costs are influenced by the avditgtand cost of raw materials, energy and labad aur plant efficiencies and productivity.
Our main raw material is fiber in the form of wodkdips and pulp logs. Fiber costs are primarily @#d by the supply of, and demand for,
lumber which is highly cyclical in nature and cary significantly by location. Production costscatkpend on the total volume of production.
Lower operating rates and production efficienciesrd) periods of cyclically low demand result igher average production costs and lower
margins.

Currency

The majority of our sales are in products quoted.if. dollars while most of our operating costs erpenses, other than those of the Celgar
mill, are incurred in Euros. In addition, all oktproducts sold by the Celgar mill are quoted i8.Udlollars and the Celgar mill costs are
primarily incurred in Canadian dollars. Our resat®perations and financial condition are repoiteBuros. As a result, our revenues are
adversely affected by a decrease in the valueeobtltl$. dollar relative to the Euro and to the Caaradollar. Such shifts in currencies relative
to the Euro and the Canadian dollar reduce ouratipgr margins and the cash flow available to fundaperations and to service our debt.
Conversely, an increase in the U.S. dollar versa=uro and the Canadian dollar positively impacisrevenues by increasing our operating
margins and cash flow.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We are exposed to market risks from changes imdsteates and foreign currency exchange ratescplarly the exchange rate between the
U.S. dollar and the Euro and the Canadian dollesusethe U.S. dollar and the Euro. Changes in treges may affect our results of operations
and financial condition and, consequently, our Yaiue. We seek to manage these risks througmaiteisk management policies, as well as
the use of derivatives. We use derivatives to redudimit our exposure to interest rate and curyatisks. We may in the future use derivati

to reduce or limit our exposure to fluctuationgirp prices. We also use derivatives to reducepotential losses or to augment our potential
gains, depending on our management’s perceptifutwfe economic events and developments. Thesas tyfpeerivatives are generally highly
speculative in nature. They are also very volatidahey are highly leveraged given that marginirequents are relatively low in proportion to
notional amounts.

Many of our strategies, including the use of deies, and the types of derivatives selected byrespased on historical trading patterns and
correlations and our managemesrgXpectations of future events. However, thesgegiies may not be fully effective in all markevieanment:
or against all types of risks. Unexpected markeettgpments may affect our risk management stragedjieing this time, and unanticipated
developments could impact our risk managementegfied in the future. If any of the variety of instrents and strategies we utilize are not
effective, we may incur losses.

All of our derivatives are marked to market at &mel of each reporting period, and all unrealizeédsyand losses are recognized in earnings for
a reporting period. We determine market valuatimesed primarily upon valuations provided by ourrtetparties.

During the first three months of 2009, we recordadinrealized loss of € 15.0 million on our outdiag interest rate derivatives compared to
an unrealized loss of € 7.9 million in the compaeaperiod of 2008.

We are also subject to some energy price risk, gmilynfor the electricity that our operations puaske.
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ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedur¢Our management, with the participation of our HgatExecutive Officer and Principal Financial @8,
has evaluated the effectiveness of our disclosamérals and procedures (as such term is defin€tlias 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 193d4s amended (the “Exchange Act”)), as of the drttleperiod covered by this report. Based on such
evaluation, our Principal Executive Officer andreipal Financial Officer have concluded that, athefend of such period, our disclosure
controls and procedures are effective to ensutdrifamation required to be disclosed in the répdnat are filed or submitted under the
Exchange Act is recorded, processed, summarizedegited within the time periods specified in @@mmission’s rules and forms and to
ensure that information required to be disclosedibyssuer in the reports that it files or subrmaitder the Exchange Act is accumulated and
communicated to management, including its Prindipadcutive Officer and Principal Financial Officass appropriate, to allow timely
decisions regarding required disclosure.

It should be noted that any system of controlsaisel in part upon certain assumptions designebt&onoreasonable (and not absolute)
assurance as to its effectiveness, and there can bssurance that any design will succeed in dicigjéts stated goals.

Changes in Internal Control3here have been no significant changes in ournaterontrol over financial reporting (as definedlnles 13a-15
(f) and 15d-15(f) under the Exchange Act) during pleriod covered by this report that have matgraflected, or are reasonably likely to
materially affect, our internal control over fingalcreporting.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are subject to routine litigation incidentabiar business, including those described in oustaanual report on Form 10-K for the fiscal
year ended December 31, 2008. We do not believeiteautcome of such litigation will have a maaéddverse effect on our busines:
financial condition.

ITEM 1A. RISK FACTORS

There have been no material changes to the fadise®sed in Item 1A. Risk Factors in our latestw@al report on Form 18-for the fiscal yee
ended December 31, 2008.

ITEM 2. UNREGISTERED SALE OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.

None.

ITEM 5. OTHER INFORMATION
None.

ITEM 6. EXHIBITS

Exhibit

No. Description
31.1 Section 302 Certification of Chief Executive Offic

31.2 Section 302 Certification of Chief Financial Offic
32.1* Section 906 Certification of Chief Executive Offiic

32.2* Section 906 Certification of Chief Financial Offic

* In accordance with Release 33-8212 of the Cossion, these Certifications: (i) are “furnished’tih@ Commission and are not “filed” for
the purposes of liability under the Securities Eatide Act of 1934, as amended; and (ii) are noeteubject to automatic incorporation
by reference into any of the Company’s registratitiements filed under the Securities Act of 12&3amended for the purposes of
liability thereunder or any offering memorandumlass the Company specifically incorporates themelbgrence thereir
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SIGNATURES

Pursuant to the requirements of Becurities Exchange Act of 193the Registrant has duly caused this report tsigreed on its behalf by the
undersigned, thereunto duly authorized.

MERCER INTERNATIONAL INC.

By: /s/ David M. Gandossi
David M. Gandoss|
Secretary and Chief Financial Offici

Date: May 1, 2009
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Exhibit 31.1

CERTIFICATION OF PERIODIC REPORT

I, Jimmy S.H. Lee, certify that:
1. | have reviewed this quarterly report on Forn-Q of Mercer International Inc. (tt*Registrar”);

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or omététe a material fact necessary to ir
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered
by this report

3. Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the Registrant as of, and for, théople presented in this repa

4. The Registrar's other certifying officers and | are responsildledstablishing and maintaining disclosure contanld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15+15(f)) for the Registrant and hay

a) Designed such disclosure controls and proesd or caused such disclosure controls and puoeedo be designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhseibsidiaries, is made known to us
by others with those entities, particularly durthg period in which this report is being prepal

b) Designed such internal control over financial réjpgr, or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance rieggifae reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealbepted accounting principle

c) Evaluated the effectiveness of the Regis’s disclosure controls and procedures and preséntbd report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

d) Disclosed in this report any change in tlegiRrant’s internal control over financial repogithat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the Regast’s internal control over financial reporting; a

5. The Registrar's other certifying officer and | have disclosedsdxon our most recent evaluation of internal abmtver financial reporting
to the Registra’s auditors and the audit committee of the Regit's board of directors (or persons performing theéwedent functions)

a) All significant deficiencies and materialakeesses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refgmahcial information; ans

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéein the Registra’s
internal control over financial reportin

Date: May 1, 2009

/s/ Jimmy S.H. Lee

Jimmy S.H. Lee
Chief Executive Office




Exhibit 31.2

CERTIFICATION OF PERIODIC REPORT

I, David M. Gandossi, certify that:
1. | have reviewed this quarterly report on Forn-Q of Mercer International Inc. (tt*Registrar”);

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or omététe a material fact necessary to ir
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered
by this report

3. Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the Registrant as of, and for, théople presented in this repa

4. The Registrar's other certifying officers and | are responsildledstablishing and maintaining disclosure contanld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15+15(f)) for the Registrant and hay

a) Designed such disclosure controls and proesd or caused such disclosure controls and puoeedo be designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhseibsidiaries, is made known to us
by others with those entities, particularly durthg period in which this report is being prepal

b) Designed such internal control over financial réjpgr, or caused such internal control over finah@aorting to be designed under
supervision, to provide reasonable assurance rieggifae reliability of financial reporting and tipeeparation of financial statements
for external purposes in accordance with geneealbepted accounting principle

c) Evaluated the effectiveness of the Regis’s disclosure controls and procedures and preséntbd report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;

d) Disclosed in this report any change in tlegiRrant’s internal control over financial repogithat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repod) ilas materially affected, or is
reasonably likely to materially affect, the Regast’s internal control over financial reporting; a

5. The Registrar's other certifying officer and | have disclosedsdxon our most recent evaluation of internal abmtver financial reporting
to the Registra’s auditors and the audit committee of the Regit's board of directors (or persons performing theéwedent functions)

a) All significant deficiencies and materialakeesses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refgmahcial information; ans

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéein the Registra’s
internal control over financial reportin

Date: May 1, 2009

/s/ David M. Gandossi

David M. Gandossi
Chief Financial Office!




Exhibit 32.1
CERTIFICATION OF PERIODIC REPORT

I, Jimmy S.H. Lee, Chief Executive Officer of Merdaternational Inc. (the “Company”), certify puest to Section 906 of thgarbaneLxley
Act of 200z, 18 U.S.C. Section 1350, that:

(1) the Quarterly Report on Form-Q of the Company for the quarterly period endeddia@1, 2009 (th“Repor”) fully complies with
the requirements of Section 13(a) of Securities Exchange Act of 19(15 U.S.C. 78m or 780(d)); at

(2) the information contained in the Reportlfapresents, in all material respects, the finahcondition and results of operations of the
Company.

Dated: May 1, 2009
/s/ Jimmy S.H. Lee

Jimmy S.H. Lee
Chief Executive Officer

A signed original of this written statement reqditey Section 906 has been provided to Mercer lat@nal Inc. and will be retained by Mer:
International Inc. and furnished to the Securiied Exchange Commission or its staff upon request.



Exhibit 32.2
CERTIFICATION OF PERIODIC REPORT

I, David M. Gandossi, Chief Financial Officer of Merdaternational Inc. (the “Company”), certify puesu to Section 906 of tHarbanes-
Oxley Act of 200218 U.S.C. Section 1350, that:

(1) the Quarterly Report on Form-Q of the Company for the quarterly period endeddia@1, 2009 (th“Repor”) fully complies with
the requirements of Section 13(a) of Securities Exchange Act of 19(15 U.S.C. 78m or 780(d)); at

(2) the information contained in the Reportlfapresents, in all material respects, the finahcondition and results of operations of the
Company.

Dated: May 1, 2009
/s/ David M. Gandossi

David M. Gandoss
Chief Financial Officer

A signed original of this written statement reqditey Section 906 has been provided to Mercer lat@nal Inc. and will be retained by Mer:
International Inc. and furnished to the Securiied Exchange Commission or its staff upon request.





