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U.S. Lumber Prices Soar

orth American lumber and panel
prices have soared since late 2009.
Given only modest consumption
gains, it has been both puzzling and exhilarat-
ing that prices have stayed so high for so long.

SUPPLY CHAIN INVENTORIES

The plunge in commodities’ consumption from
2006 to 2009 not only caused mill closures
and led to plunging production levels, but it
also wiped out many distributors and retailers.
Essentially, inventories were taken out of the
supply chain as a result of these closures and
also due to remaining channel intermediaries
having lowered inventories (and cash require-
ments) during the recession. Estimates are that
inventory reductions in distribution channels
were as high as three (and even four) billion bf
in lumber alone over the period 2006-2009. As
dealers started to rebuild inventories in early
2010, mills quickly ran out of their already low
inventories, so prices of lumber, and later 0SB
and plywood, began to rise, holding throughout
the first quarter and right through April.

PRODUCTION RESPONSE

Most Canadian production regions committed
to their timber harvesting schedules well before
the end of fourth quarter 2009. And in the U.S.
South, wet weather limited logging for much of
Q1. It now appears that other regions were also
hunkering down for a slow spring.

Early indications are that the U.S. West had
the greatest incremental lumber production in
the first quarter of 2010, followed by the B.C.
Interior (with access to mountain pine beetle-
killed timber). Other regions grew lumber pro-
duction only marginally (or saw reduced output)
as a result of limited or expensive log supplies,
tight credit and other strategic factors. So,
as prices moved higher and mill order files
expanded, the supply response was muted, as
many mills did not have the short-term means
by which to access logs to produce more
lumber. Under more normal conditions, the
elasticity of lumber supply should have resulted
in a more aggressive supply response, but not
in 2010! Since the top 10 lumber companies
represent between 40%—-45% of this commod-
ity industry, the normally undisciplined industry
response to higher (or lower) prices was con-
strained by a number of one-time factors!

SAWMILL/0SB MARGINS

After operating below costs for much of 2009,
both lumber and 0SB mills have been operat-
ing in the black for most of this year. EBIDTA
margins for many lumber-producing regions
probably achieved more than 20% in April,
while 0SB mills were even higher! However,
many signs point to an impending price cor-
rection as production increases occur to finally
prick the price bubble.
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International WOOD MARKETS Group
Inc. is pleased to provide you with
an overview of our monthly 12-page
WOOD Markets newsletter. The
excerpts displayed in this two-page
summary showcase why, since 1996,
WOOD MARKETS has been the leading
report addressing strategic issues and
global topics that impact the solid
wood products sector.

WOOD MARKETS (full 12-page report)
is available by annual subscription
for US$530 (international US$565) or
Cdn$565 per year. Call 1-604-801-
5996, by e-mail at info@woodmarkets.
com, or visit www.woodmarkets.com.
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Canadian Offshore Lumber Exports Surge

The largest and most significant increase
in offshore wood product exports in 2009
was posted by Canadian softwood lumber
exporters. Although most offshore soft-
wood lumber export markets suffered from
reduced demand and lower imports, China
suddenly emerged as the “bright light” for
Canadian softwood lumber exporters.
Offshore exports of U.S. softwood
lumber, along with U.S./Canadian plywood,
0SB, MDF and particleboard, were down in
2009 despite lower North American prices.

Global wood consumption and prices
have started to increase from the market
bottom in 2009. Rising global consump-
tion has led to some price hikes for most
solid wood products since the beginning
of 2010, as output has not been able to
keep up with stronger demand to replen-
ish stocks, fill product pipelines, and meet
increased end-user needs. Due to the
higher prices, North American production
is expected to show significant expansion
in the second half of 2010.

(The full WOOD MARKETS article provides further details, graphs, and analysis of North American commodity

wood product exports.)

Pages 4-5

A Year of Record Lows

For the fourth year in a row in 2009, the
value of U.S. imports of wood products
declined, falling 31%. U.S. wood product
imports had not been this low since 1996,
and were a mere shadow of the levels
achieved in 2005.

With the collapse in demand and the
erosion of prices in U.S. dollars, suppliers
from outside North America were forced
to redouble their efforts to find alterna-
tive markets to absorb their incremental
production. Unfortunately, with the excep-

tion of China and emerging markets in the
Middle East — all lower-value markets —
their options were limited and the global
competition fierce. In many cases, offshore
producers were forced to curtail output
and look to their own domestic markets to
keep their plants from shutting down.

For global suppliers who are strate-
gically focused, 2010 and 2011 should
provide a period of opportunity in which
to re-establish relationships with U.S. cus-
tomers and supply-chain partners.

(The complete WOOD MARKETS report provides detailed tables and graphs of U.S. wood product imports, as well
as softwood/hardwood log statistics, U.S./Canada statistics and world prices.)
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B.C. INTERIOR:
MOUNTAIN PINE BEETLE ATTACK

e A proprietary modeing of B.C. timber fibre availability
and production and the impact on supply/demand.

e An annual projection of supply of wood residuals (for
pulp, MDF, particleboard, bioenergy and wood pellets).

e Order form and pricing details can be viewed at http://
www.woodmarkets.com/p_specialreports.html.

GLOBAL LUMBER GCOST
BENCHMARKING * 2008-09

e Benchmarking timber/sawmill costs, and lumber and
residual prices, plus margins (top-quartile and average
mills), in 29 major countries/regions.

e For further information, contact us to receive a free
50-page sample report. Go to http://www.woodmar-
kets.com/p_globalreport.html.

GLOBAL WOOD BOOK

e Coverage of softwood/hardwood production and con-
sumption trends in timber harvest, lumber (sawn-
wood), plywood, 0SB, MDF & particleboard.

e Full brochure is available at http://www.woodmar-
kets.com/p_globalwoodbook.html.

WOOD MARKETS 2010

e Five-year outlook for supply, demand and prices.

e Six chapters organized into three parts or one complete
report (softwood lumber, 0SB/plywood, MDF/PB).

e Condensed format, more focused, with key assump-
tions, analysis and five-year forecasts.

e Full brochure is available at http://www.woodmar-
kets.com/p_wm2006.html.

China Book ° Outlook to 2015
Available in June

e Five-year outlook on wood products industry, exports
and imports.

e Log, lumber and panel price trends and softwood
forecast.

e Full brochure is available at http://www.woodmar-
kets.com/p_chinabook.html.
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