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Recovering from the most severe financial shock si
Great Depression

Deepest economic downturn since World War 11

*}; Debt crisis in the Eurozone
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— One constraint for housing & construction employmen

Sovereign debt problematic — Eurozone

E; China, Germany, Canada, and India — moderate to good growth




China leads the way for increasing worIdW|de demand for pulp & | |

paperboard

- China has a fiber deficit and a burgeonin

L. International WOOD Markets Group
2- deloitte. com/assets/Dcom Global /LocaI%ZOAssets/Documents/ Manufacturm &

Js.try; ot




| =

are favored for producmg Iow—cost flber3
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- BC & NW U.S. — should benefit from incr
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The U S economy fostalled » -

- Persistent unemployment ﬁ'i o e
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F Hlstorrcally 70% of NA softwood & 50% f ardwood producti

a“jj _ N drrected to the U.S. housmg mar f’eétl

Housrng mkt mired in start levels not seen since World Wars 1 & II,
- and the Great Depression : | Ty

Jobs, consumer confidence, mortgage a\railabr i1y, household forma'f:?'?‘

. Foreclosures, shadow inventory, underwater f?:%;;mens‘ e

— All must improve substantially before§ te housmg mkt prove




ey a—:h-;q _____
Sk Unlted States Market___ ace,
:___“_-:. -.'.:L- ey -!I"-'-, "-.:-'.'--.'1. B : _-, S
w2 Housmg Marke
"-* «" =« Starts and sales of new homes are still plungi
: - in spite of low-mortgage interest rates
T:*‘ju“-; o Ave 30-year mortgage 4.86%

« Ave 15-year mortgage 4.07%

~ Over construction, ‘Shadow’ homes, & foreclosure inventory
will have a negative impact for years

« ~ 1.5 mm excess homes for sale®
1.8 mm to 6.97 mm shadow homes?°
‘_ « ~ 23% (2 mm) of home mortgages ‘underwater’
» « Combined - 2 to 6 years of inventory

8 Al Schuler, Housing Notes, De
9 -CoreLogic and www/marketwatch.com/story/housing-isnt-even-close-to-stabilizing-2010-09-227?pa
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Housing — 1000s




Unlted States Marketplace
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i-**:"" February: Less than 550 m starts — dow fro
_,,u_! SF trending at 400 m annual rate — 23% of ‘05 level

vood

. Historically, SF construction uses 1/3 of All softw

New home sales 288 m units (SAAR) — down 78% from °

. February sales — historic low for the series

‘ Existing home sales: 5.14 mm units (SAAR)

) . Down 27% from peak (7.07 mm units)*
. 39% of existing home sales were foreclosed homes!?

10-1.S. Census
- National Association of Realtors®

= ShadowStats.com
Y R G




- — 32% of DIYers earn $75 99 9m — reported theyf’ ACK ég
. the money for a major home |mprovement T

»_ 3rd qtr 20117 =1 -k K7 .. =

6 _ Mintel Ltd, Consumers Have the M:d




~—  Foreclosures sell at an average 26% discount®

. Commercial RE Is weak too

*}; . ~ 13% of all U.S. homes are vacant™
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us. Softwood Lumber Production

o iy TECVRGNE L e, g e T,

2005 2006 2007 2008

Softwood Lumber — billion BF
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Canada S economy IS at pre-

» Greatest growth among G8 nations

« Rich supply of timber, oil, gold, & other resources

o Financial sector restrained by Parllament



':7_'__3 Forest products produc
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tion — recovering

Sawn Lumber -
vear billion board feet!
2006 34.27
2007 30.53
2008 24.26
2009 19.17
2010 22.59

Mountain pine beetle epidemic in B.C. continues
— 750 mm m? Killed; 900 mm m3expected (total)

SLA: Complaints between Canada

& US on-going

1 _ International WOOD Marke

F N T v




| Historically sh'ipped the Iargest per_éentage of prodt
"L to the U.S. (several years exceeded 80%)
" e

__i,,...ﬁm — Due to U.S. housing crash: 3" gtr '10, < 70% to U.S.
h.“‘t:-lnrl-
==

— More than tripled wood exports to China in
past 5-years

— Surpassed Russia, now China’s largest trading
partner in softwood lumber!?

o

2> — Softwood logs & lumber exports > $1.6 bil — 2010*

!~ International WOOD Markets Group &
13 palletenterprise.com/articledatabase/view.asp?articlelD=3338 :

g T s e R




182 m (SAAR') starts — 2011: up 16% from

Projected existing home sales — 2011: 441.5m units [ :
(SAAR)

Source: CME




" EUZT wood exports to the U S. crashed due tot Thosree =
demand & falling US$ doIIar ,   e , ij-f:f;fﬁ??jffi B
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EU 27 Forest Pr04
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2005 2006

~ 1108,082.42|112,135.25

115:379.62 |,

1443, 484.47|417, 813 38

97,584.31

Paperboard®

458,303.98 | £

101,408.53| 97,879.98 | 88,133.00

a—1000 m3
b_ 1000t

b i & o .
% &% Source: EuroStat
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., SO Housing Market — Europe

~ ' Starts and money spent on new housing are tr

_m-**" downwards
s T 'lurl

ﬁ Overproduction, as in the U.S. — negative im

Projections:

e Less than 1 MM starts were projected in 2010

¥ 142 family homes & flats — not expected to near
2007-'08 levels In the foreseeable future

Source: EuroStat
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" Canada (BC)! i : Y T

Apparent Bull markez‘for exporters — recovery & expar

By 2015, an estimated at 350 mm m3 of roundwood equwalent WI":f e
needed (all wood products) |
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e S Asran I\/Iarketplace
.*-L e B 1‘ cxght o o VY ECEG G Ve

e J'US China Build Program (USCB) gov't & ir
US bundlng materials & technologles

bund W|th Wood first

" . wood-framed villa demonstration - Shanghai %
- wood-framed school - Sichuan provmc:eff;v
- renovation projects - Qingdao " i
v - multi-family buildings - Beurng
Reportedly, China is approaching deve i

Jood Markets Group
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population | |

*‘ Reports of massive ‘ghost cities &malls ‘e BN
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| China: -

 34.3 mm m@ ($US 6.1 bll) increase of 22 % by vol & 49% b |
- from 09!

= PR SR e T il
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Hardwood Iogs 100 mm m3 (46% mcrease) | o

" Russia— 14 mm m® (5% decrease); B i

New Zealand - 5.9 mm m3(35% mcrease) §2= e,

US - 2.8 mm m?®-(266% increase) r £ =
. Canada — 1.15 mm m?-(271% mcrease) $CAD 385 mm

Papau New Guinea—25mmm3 .

- Internatlona :

F..*,'H \H



- Canada 4, 18 mm bf/4 O mm m?® (65% mcrease)

Thailand — 1.41 mm m? (38% increase)

‘ New Zealand — 413 m m? (-1% decrea‘se) B

U.S. — 1.43 mm m? (54% increase), o ~ 5

Projected annual lumber imports of 20 mm m3 by 20151 |

g' "-'f'*g

1_ Internatloral; :NoodV Marke
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Demand prOJected to more than double by 2015
—55mmBDMT“?V  g




Second Iargest |mporter of Iogs

" Third biggest importer of Iumber — 2010




Lumber Imports
2,120 m3 ‘06

ﬁ- 3,596 m3 ‘10
-~ 2.943 m3 ‘1515
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2006-2010 — 1059 mm
2011-2015—- 959 m
2016-2020 — 824 mi6
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For the next 6-12 months (at Ieast) lncrease ‘demand for lumber &

plywood

Currently — inquiries for glue “lam & pre- cut wood products;— can be B
more quickly used for re- bundlng15 !

ir-
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" U.S. & Europe — housing is moribu

“.» Ifnoimprovement in the U.S. economy —
B decade before 1.6 mm housing starts

= US. -excess Inventory must be absorbed

=

- rising foreclosures — increased supply

uil
[ =

- falling home prices — more underwater homes

Consumer & business confidence - fragile

‘ Most U.S. wood product markets will not improve until housing
gets better

—

Sovereign debt problematic — Spanish &
will Portugal and Greece remain in t

Irish banks:
o EU?
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~ Japan-—alarge im T

must rebuild 9 , ;;zzz:. ,

‘ South Korea & Vietham —




Seff Cash or
Serve Credit
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| Forestry Smences Laboratory
; ‘y;jEEEiI:;;;: Prlnceton WV _ ’

Phone 304.431 2734
Fax: 304.431.2772
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