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Based in Richmond, Virginia, Tredegar Corporation is a global manufacturer of plastic films and aluminum extrusions.
We also develop and market bone graft substitutes through our Therics subsidiary.

Tredegar Film Products manufactures specialty materials for personal care, packaging and specialty markets. Film
Products is dedicated to providing innovative materials that make consumers’ lives easier, safer and more enjoyable.

The William L. Bonnell Company produces high-quality, soft-alloy aluminum extrusions for a variety of markets.
Bonnell is committed to being the most highly regarded extruder in North America.

Our Therics subsidiary develops and markets products for the orthobiologics segment of the orthopaedic and
neurological markets. Therics’ goal is to provide tissue-engineered products that promote healing and cost-effective
patient care.

Tredegar employs over 3,000 people at more than 20 locations throughout North America, Europe, Asia and
Latin America.
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To Our Shareholders

Last year, | described our strategies to create two
“great” manufacturing businesses. These actions
continue. Film Products is providing unique com-
ponents for global personal care markets and high-
performance products for packaging and specialty
markets. Aluminum Extrusions is focusing on supe-
rior customer service and growth in attractive mar-
ket segments. Both businesses are engaged in
relentless cost reductions and are striving to
achieve execution excellence.

Given our commitment to these actions, | expected
that by late 2003 there would be significant
improvement in our performance, reflecting effective
implementation of these strategies. | am disap-
pointed that both Film Products and Aluminum
Extrusions results were well below 2002 and
showed little momentum as 2003 closed.

Despite these unsatisfactory results, | assure you that
our efforts to take Tredegar to a new level of excep-
tional performance continue unabated. Like most
U.S. manufacturers, we face intrinsic competitive
challenges. These include raw material, energy,
insurance and employee-related cost increases,
chronic overcapacity, and constant pressure on
prices from global customers and competitors. To
prosper in such an environment requires flexibility
and strategic agility. | am confident that we can
meet these challenges. We continue to build our

leadership team, refine and rethink our strategies
and ways of doing business, invest aggressively in
global markets, improve our processes and systems,
and reduce costs.

A major challenge for Film Products is the planned
introduction of a number of new and innovative
products to offset the loss of domestic backsheet
business. These new product introductions not only
have significant start-up costs, but also have been
slower than anticipated for a number of reasons.
We are just now beginning to see signs of success.
An important part of Film Products’ strategy is
the rollout of a new feminine pad topsheet for
European markets, which began last year. Our
progress to date has been good, and we are making
additional investments to support this and other
products. We are also making solid progress in our
efforts to commercialize new topsheets, new elastic
laminates and specialty products for customers in
personal care and packaging markets. In fact, if you
exclude domestic backsheet, sales in Film Products
increased at a compounded annual rate of 9.5%
between 2000 and 2003.

In Aluminum Extrusions, industry shipments of
extruded shapes are down about 20% from three
years ago. Our disappointing results reflect this
trend. As the economy continues to recover, we
anticipate a resumption of growth and increased
profitability.

Therics, which launched its initial product line in
early 2004, is now ready to demonstrate the benefits
of its digital microfabrication technology. Our first
products compete in the orthobiologics sector of
orthopaedic and neurosurgical medicine. The U.S.
market for such products is large (more than $700
million in 2002) and is projected to grow to $1.4 bil-
lion by 2006. We look forward to assessing the



prospects for Therics as it continues to transform
itself from a research-based organization into a
results-driven company.

Additional actions taken during 2003 include:

¢ Sale of our venture capital portfolio which gener-
ated about $75 million, including income taxes
recoverable, and refinancing of our debt

¢ Capital expenditures in Film Products of $57 mil-
lion, primarily for new product development and
project expansion, with plans to invest another $40
million in 2004 on projects including the start-up
of a new plant in Guangzhou, China, and imple-
mentation of a new global information system

* Announcement of the planned shutdown of Film
Products’ New Bern, North Carolina, plant and
consolidation of capacity

e Cost reductions in Film Products and Aluminum
Extrusions totaling approximately $30 million,
with about $24 million resulting from enhanced
and more focused purchasing practices and
improvements in operational efficiencies

These actions, combined with our opportunities
to introduce new products, improve innovation,
enhance productivity and reduce costs during 2004
lead me to be optimistic about our prospects. Film
Products and Aluminum Extrusions are sharply
focused on their markets and have refined their
sales efforts. We have a platform in place for future
growth, particularly if the aluminum extrusions mar-
ket improves with the economy and Film Products
introduces new products more quickly and effi-
ciently. We also look forward to the opportunity to
determine future prospects for Therics as the intro-
duction of its initial product line progresses. More
information on our businesses and their growth
prospects is contained on the following pages.

As | said last year, one of our accomplishments has
been the development of appropriate measure-
ments to tell us if we are on track or need to adjust
our strategies. These measurements are part of a
culture that encourages straight talk and strategic
agility. As we work our way through 2004, we will be
reviewing our options and opportunities to see
what adjustments may be advisable. We are fortu-
nate to have a solid balance sheet and a manage-
ment team dedicated to resumption of growth and
increased shareholder value.

| want to once again thank all of our employees for
their outstanding efforts. | look forward to seeing you
again on my plant visits. | have also had the oppor-
tunity to visit a number of customers over the past
two years to thank them for their business and ask
them how we are doing. These visits are invaluable.

After more than thirty years of service, Doug Monk,
our Chief Operating Officer, has announced his
retirement as of May 1. Most of Doug's career was
spent in our Aluminum Extrusions division. Doug’s
contribution has been enormous. He has that rare
ability to make complex issues simple and to focus
on what is really important. We intend to honor
Doug at our annual meeting and | urge all of his
friends to attend.

Finally, I want to thank the Board for its continuing
wise counsel during these difficult times. | believe
that all of our shareholders will be rewarded for
their patience.

Adh.—

Norman A. Scher
February 6, 2004
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MAJOR MARKETS/PRODUCTS

Film Products

Personal Care—apertured, breath-
able, elastomeric and embossed
films, nonwovens and laminates

Household Care

Packaging & Specialty—single and
multi-layer films that offer unique
attributes including strength, thin-
gauge, surface finish and adhesive-
less protection

Aluminum
Extrusions

Plain, anodized, painted, and
fabricated aluminum extrusions
for residential and commercial
construction, machinery and
equipment, transportation, electri-
cal, distribution and consumer
durables markets

Therics

Proprietary microfabrication tech-
nology for the orthobiologics
segment of the orthopaedic and
neurological markets

END USES

Topsheets and backsheets used
in baby diapers, feminine hygiene
and adult incontinent products;
AquiDry™ acquisition distribution
layers used in baby diapers and
adult incontinent products;
Fabriflex® side panels, side tabs
and waistbands used in baby
diapers, training pants and adult
incontinent products; wet and dry
wipes; disposable medical and
protective apparel

Landscaping fabric, wet and dry
wipes (furniture and floor cleaners),
and housewrap

Overwrap for bathroom tissue,
paper towels and greeting cards;
Extrel® sealant films for food and
medical laminations including retort
sterilization

Diaper tapes, ForceField™ and
UltraMask® surface protection,
autowrap, labels and transfer tapes

Architectural curtain walls, store-
fronts, shower enclosures, windows
and doors, hurricane protection
products, ladders, electrical con-
ductor bars, truck trailers, auto-
motive, snowmobiles and metal
service centers

Bone graft substitutes

NET SALES®
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See appendix for footnotes.

B Film Products

B Aluminum Extrusions

CUSTOMERS

All major global producers,
and most regional producers, of
personal care products

DuPont, Easy Gardener Products
Ltd., Guy and O’Neill and Pacon
Manufacturing

Cello-Foil, Hallmark, NutraMax,
P&G, Sonoco and Superpac

American Biltrite, Avery Dennison,
Corning, DuPont, ExxonMobil, GE,
Pechiney and 3M

Algonquin Industries, Arch
Aluminum, Bombardier, Coastal
Industries, Eagle Window, Eastern
Metal Supply, Jeld-Wen, Polaris
Industries, Schneider Electric, Sun-
downer Trailers and Weather Shield

Orthopaedic surgeons and

COMPETITORS

Clopay, Mitsui, Nordenia, Pliant,
RKW and 3M

BBA and PGl

Bemis, Copol, Nordenia, Pliant
and Printpack

Copol, Ivex, Pliant, Tamapoly
and Tyco

Alcoa, Altex, CanArt, Extrudex,
Hydro Aluminum, Indalex, Kaiser,
Keymark and Western

IsoTis OrthoBiologics, Orthovita

neurosurgeons and Wright Medical
ONGOING OPERATING PROFIT?®
($ millions)
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