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Wotld Economy

= . Recovering from the most severe financial shock since the
Great Depression

Deepest economic downturn since World War I1I

W Debt crisis in the Eurozone



= * . . World Economy

=

__i_.. U.S. recovery is stalled — despite massive intervention
ok ""h'- N

ﬁ Declining home prices in the U.S. and western Europe

" — One constraint for housing & construction employment

Sovereign debt problematic — Eurozone

‘_. China, Germany, Canada, and India — moderate to good growth
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North American lumber demand 61.0 bil bf by 152

"':l Consumer sw1tch to electromc med1a hampers newspnnt EWo
E, | i new uses? - - blofuels, biochemicals, bloproducts ,,,,,,,,,,,,

China leads the way for increasing wotldwide demand for pulp &
paperboard ;

* — China has a fiber deficit and a burgeonmg wood 1ndustry



producers are the prlmary beneﬁc:1ar1es

South America — particularly Brazil, followed by Uruguay and Ch11
are favored for producing low-cost fiber> i
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lumber exports



*"*-Ef'; .

-m iﬁw Global Market

"Ii,h .............................

Tl

CIS(Russm) £ B - ..
CEUSBLE i ess i N N

. North America 24% £ S
* . World |






— Groucho Marx
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- Hous
L  Starts and sales of new homes are still plunging
B - in spite of low-mortgage interest rates
¥ o

= = e Ave 30-year mortgage 4.86%

ks -

ﬁ o Ave 15-year mortgage 4.07%

~ Over construction, ‘Shadow’ homes, & foreclosure inventory - &5
will have a negative impact for years e

e ~ 1.5 mm excess homes for sale®
e 1.8 mm to 6.97 mm shadow homes?’

‘ e ~ 23% (2 mm) of home mortgages ‘underwater’
o Combined — 2 to 6 years of inventory

8 Al Schuler, Housing Notes, December 2010
9 - CoreLogic and www/marketwatch.com/story/housing-isnt-even-close-to-stabilizing-2010-09-22?pagenumber=2
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Housing — 1000s
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United States Marketplace
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in 1000s: CPI deflator 1914
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_'"*-“ ' February: Less than 550 m starts — down 73% from ‘05

SF trending at 400 m annual rate — 23% of ‘05 level

. Historically, SF construction uses 1/3 of All softwood lumber

New home sales 288 m units (SAAR) — down 78% from ‘05

« 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'?

102 U.S. Census
11_ National Association of Realtors®

12 _ ShadowStats.com
T R R
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f.., Current conditions:

5o :
<« Monthly sales continue to weaken

. Foreclosures sell at an average 26% discount!?

« Commercial RE 1is weak too

*_. . ~ 13% of all U.S. homes are vacant!”
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US Softwood umber Productior
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Softwood Lumber — billion BF
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United States Marketplace

Historic Price Trends (deflated) #1 Common
Appalachian Hardwood Lumber
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Source: Bill Luppold, USFS-Princeton WV .,"'
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Unlted States Marketplace

Eastern Hardwood Lumber Productlon i o
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.. Canada’s economy is at pre-recession levels

o Greatest growth among G8 nations




"*k
< Ml“‘“w Canadlan Marketplace

*-..ll"

N \"*‘ NS L Geaefisle SRR .0 £

i~ .f, Forest products production — recovering

Year | ilion 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 m? expected (total)

SLA: Complaints between Canada & US on-going

! - International WOOD Markets Group Lt
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- Historically shipped the largest percentage of product

~+" -~ to the U.S. (several years exceeded 80%)
e 0
_,="4 —=Due to U.S. housing crash: 3" qtr ’10, < 70% to U.S.
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— More than tripled wood exports to China in the
past 5-years

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

L

— Softwood logs & lumber exports > $1.6 bil — 2010?

!~ International WOOD Markets Group =S8
13- palletenterprise.com/articledatabase/view.asp?articlelD=3338 |5 S8
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Housing Market - Ca 1ad .

i Starts/sales of new & existing homes have recovered
.__i

~ Projections:

182 m (SAAR) starts — 2011: up 16% from 08

=

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

"

Source: CMHC
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" Problematic Soverelgn Debt“EEEE
I'%:*‘.;__“F ..... |
R — Reflected in 1ncreasmg interest rate spteads: =~ ¥
=t Portugal, Italy, Ireland, Greece, Spam UK—andnow
iy -t: " ﬁﬁﬁﬁﬁﬁ"""" e
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- EU27 wood exportts to the U S crashed due to th1n
demand & falling US$ dollar R
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2005 2006 2

" sawnwood® |108,082.42|112,135.25|115,379.62 99.3113C
Roundwood? |443,484.47 |417,813.38 | 458,303.98

e 97,584.31 | 101,486.13 101_,408.53  _ """""""
Paperboardb ., . L ) = e

‘ a— 1000 m3
b_- 1000t

E_ a '.H ﬂ Source EuroStat Wy 1
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Eurozone Marketpln___
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Eno European h0u81ng construction is stagnant
b iy e -
'i:_‘ﬂ}.t 4 Detenoratlon of Spa1n S hous1ng mark =
a.-ff.".;t_t.;, .Ireland & UK. also

*_. Portugal
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S ousing Market — Europe
= s : .
..~ Starts and money spent on new housing are trending
;_i.:..-ﬂ downwards
Ty

LD T
ﬁ Overproduction, as in the U.S. — negative impact for years

Projections:

e Less than 1 MM starts were projected in 2010

"

e 1+2 family homes & flats — not expected to near
2007-’08 levels in the foreseeable future

Source: EuroStat
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needed (all wood products)

3

much is

' Current domestic supply is prO]ected at 200 mm m
plantation wood? N & i



World > U.S.t



Chinese gov’t committed to:?bu_ilding 10 mm gﬁordable housmg un1t$:_

‘ in ‘11; 35 mm in the next 5-years® =

.l ..I L]
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Chmese Wo"“d
" US-China Build Program (USCB) gov’t & in
US bu11d1ng materials & technologles e _____

build with Wood first _
-wood-framed villa demonstration - Shanghal 5
-wood-framed school Sichuan provmce N ity

‘renovation prO]eCtS angdao Tl | it
' -multi-family buildings - Be1]1ng .. i i




- 65 mm vacant homes? Whlch could house 15% of Chlna s
population
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: Softwood logs - 2'4”3 mm m> (20% increase) -
E - Hardwood logs —10. O mm m3 (46% 1ncrease) """"

o
e

~ Russia — 14 mm m? (5% decrease), ) |
New Zealand — 5.9 mm m? (35% 1ncrease)
US - 2.8 mm m?— (266% increase)

Canada — 1.15 mm m?— (271% 1ncrease) $CAD 385 mm — _ 2009
Papau New Guinea — 2.5 mm m3 B 4 |
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WCanada— 218 tm bf/4 0 mm m? (65% increase)
U.S. — 1.43 mm m’ (54% increase),

Thailand — 1.41 mm m? (38% increase) | -----
W New Zealand - 413 m m° (-1% degeges) o
Projected annual lumber imports of 20 mm m3 by 20151 .
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Demand projected to more thah double by 2015  ;;; i

- 5.5 mm BDMT*# il g



ﬁ Second largest 1mporter of logs |

Third biggest importer of lumber — 2(')'10
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Domestic lumber prodﬁction: |
1,776 m>06==2 . .
2,289 m> ‘10
2,943 m® 15* Now? Many believe production will 1 ran

Lumber Imports

2,120 m3 ‘06

3,596 m3 “10
2,943 m3 ‘1515  Now?
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An estimated 100-150 m bulldln

gs destroyed
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ﬁEstlmated Housmg Starts = ¥

m— 2006-2010 - 1,059 mm
2011-2015— 959m e
2016-2020 — 824 m!6 *




il




TR - :

B Conclusions
o Sy | it S R
~ U.S. & Europe — housing is moribund
.+  If noimprovement in the U.S. economy — it may be a
o decade before 1.6 mm housing starts again
...-I'-

~  U.S. - excess inventory must be absorbed

- rising foreclosures — increased supply

- 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 & Irish banks;
will Portugal and Greece remain in the EU?



Japan —a large import market affinlty for Wood & no_
must rebuild A, -
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Sﬂff Cash or
Serve Credit
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