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Exploiting China’s potential

The American Hardwood Export
Council’s (AHEC) South East Asia
Convention, held in Guangzhou in southern
China during June, demonstrated that, in this
region at least, there is tremendous potential
to develop new markets for hardwood.
Testimony to this market potential was the
sheer size of the turn-out — over 700
delegates for the one day event, most of
whom remained glued to their seats until
late in the afternoon.

For many of the delegates — a significant
number of whom were designers and
architects — the main attraction was the
morning session where the theme was
“Using Hardwoods to Humanize Interior
Space”. This theme was well covered by
Carol Bentel, an American architect, and by
Alphonse Mattia who teaches furniture
design at Rhode Island School of Design.
The chaos at the end of this session - as
hundreds of delegates rushed to secure
copies of AHEC’s glossy information packs
- was a vivid illustration of the sheer hunger
in China for reliable information on
hardwood properties and design trends.

Stats confirm potential

Statistics provided by market analysts
during the afternoon session provided more
scientific, if perhaps less colourful,
confirmation that imported hardwoods are
of growing importance to China’s wood
processing sector. John Wadsworth, a UK-
based consultant, discussed the role that
Asian destinations are now playing in US
hardwood exports (box page 9). He noted
that, if recent growth rates in sales to these
countries were maintained, US hardwood
lumber exports to China and South East Asia
could rise from current levels 0f 407,000 m3
to over 1 million m* in 5 years time. Chun
Xiang Ran of the China Timber Import and
Export Company (page 8) highlighted the

impact of recent government harvesting
restrictions on China’s domestic hardwood
supplies, and described high rates of growth
in China’s furniture sector, an industry which
now comprises 50 thousand manufacturing
facilities and consumes 24 million m3 of
timber every year.

Challenges remain

But delegates were not allowed to get carried
away with all this talk of huge market
potential. It became very clear during the
panel discussion of market issues, which
concluded the Convention, that there are
many obstacles to overcome if the potential
is to be converted into a real increase in
trade.

Chun Xiang Ran, emphasised that China’s
accession to WTO, expected later this year,
would be a double edged sword for U.S.
exporters. It would, on the one hand,
increase foreigners access to Chinese
markets and boost China’s furniture sector
by reducing import duty on China’s
products in other parts of the world. But it
would also greatly increase the intensity of
competition for market share in China. This
competition is already heating up as the
global economy has cooled, encouraging
producers around the world to turn to China
as an outlet for excess production.
Delegates at the Convention also made clear
that, in China, market access is still heavily
dependent on price. This presents particular
problems for U.S. exporters, whose products
tend to be more expensive due to higher
fixed costs and the strength of the dollar.
U.S. exporters need to convince Chinese
manufacturers that the quality advantages
of U.S. hardwoods are worth paying for.
Several delegates stressed that, at present
most Chinese manufacturers have only

Continued page 8
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Editorial

Keep smiling

Over recent months, the media seems to
have been intent on undermining consumer
confidence with its constant talk of immi-
nent global recession. If the reporters have
their way, this may yet become a self fulfill-
ing prophecy. So as other journalists are
intent on sowing discord, we feel it is our
duty to spread a little happiness.

It is appropriate to turn first to the United
States, since this is where much of the
gloom originated. If you believe Alan
Greenspan, whose record suggests he is
more often right than wrong, then the U.S.
economy may already have hit bottom. It is
reasonable to expect that there will be re-
turn to growth in the U.S. during the sec-
ond half of 2000, which would go a long
way to boost flagging business confidence
in other parts of the world.

Already, we believe there is evidence of
greater stability in international hardwood
markets. U.S. hardwood prices seem to have
stabilised, as the U.S. industry has reacted
quickly to reduce production. Prices for

Africa

African log markets
Market finely balanced

West African log markets are characterised
by relatively low supply, balanced by
subdued demand. Rains throughout the
major producing regions north of the
equator will restrict supplies further over the
coming weeks. However there are reports
of excess stocks of logs in Gabon.
European demand began to slow during the
second quarter of the year, and is now very
quiet during the vacation season. Slow
demand partly reflects uncertainty over
future economic prospects. Demand in
Germany has been undermined by
continuing weakness in the construction
sector. Although there are reports that
underlying demand in Spain remains
reasonably bouyant, there has been a
slowdown in forward purchases of sapele
as stocks have mounted. In Italy, demand
for logs has been affected by a longer term
trend towards imports of sawn lumber and
semi-finished products. Some African
producers have been concentrating more on
markets in China and South East Asia.
Since the introduction of export restrictions
in mid 1999, Cameroon’s log exports now
consist primarily of secondary species, most
notably ayous for the Italian and Chinese
markets. Export volumes of ayous and other

most species of African logs and lumber
have remained firm despite all the talk of
weakening demand. Malaysian sawn lum-
ber exporters are still having problems - but
hopes are rising that demand will gradually
pick up in the second half of the year. Euro-
pean hardwoods have suffered recently
from over-stocking, but market interest in
these species remains strong.

If that were not enough to keep you cheer-
ful, then there is always China. Economic
growth remains strong in China, which is
already the largest export market for Euro-
pean hardwoods, and according to ITTO’s
2000 Annual Review reported on pages 12
and 13, now by far the world’s largest im-
porter of tropical hardwood logs and lum-
ber. And our lead article from the recent
AHEC SE Asia Convention in Guangzhou
shows the huge potential for American hard-
woods in China.

So keep smiling and, more to the point,
spending.

Rupert Oliver
Editor

peeler species from Cameroon remained
reasonably stable during the second quarter
0f 2001. Price levels have also been stable
as harvesting controls in Cameroon have
tightened and placed limits on availability.
There is also growing domestic demand for
secondary species in Cameroon, notably
ayous, following increased investment in
local peeling units and sawmills. Already
there are signs of over-capacity in
Cameroon, as many domestic mills are
having difficulty securing adequate stocks
of logs.

A significant proportion of logs of high
value African redwood species of interest
to the international market are now exported
via Douala in the Cameroon from Congo
(Brazzaville) and the Central African
Republic (CAR).

An increasing volume from the southern
parts of Congo (Brazzaville) is also being
exported via that nation’s port of Pointe
Noire as the Brazzaville-Pointe Noire CFCO
railroad is being progressively rehabilitated.
According to ATIBT, a small part of Congo
(Brazzaville)’s forestry production along the
Oubangui river is also transported by river
to Kinshasa in the Democratic Republic of
Congo and exported via Matadi.

Gabon continues to supply to the
international market large volumes of logs
of okoume and ozigo, and increasing
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Africa

volumes of a range of other species, notably
padouk, moabi, and iroko. However there
are growing fears that, once again, SNBG,
the state purchasing company, is in trouble.
SNBG has decided to cut purchases of
okoume and 0zigo by 50%, from 120,000m3
per month to only 60,000m3 per month. There
are reports that SNBG payments against bills
of exchange have slipped to 90 days, that
logging operations have been curtailed, and
that SNBG has unsold stock of between
250,000 m3 and 300,000 m3 of good quality
okoume logs. The problems arise from
slowing demand in China due to various
factors including the ready availability of
cheap Indonesian logs, a slowdown in
Chinese exports of manufactured products
as the global economy has cooled, and the
unwillingness of Chinese importers to buy
on a falling market.

Over the last 18 months, Liberia has emerged
as amajor supplier of logs to the international
market, notably of niangon to France and a
wide range of species to China. This year

African indicative prices

May June July
Exchange rates
Us$/E 1.42 1.41 1.43
Fr.F/£ 10.88 10.92 10.73
Logs
Liberia
US$/m3, FOB Liberia
Grade: B+ & better (good UK sawing quality)
All diameters 60 cm+
A. mahogany 200 190 190
Walnut 200 190 190
Iroko 280 270 270
Kusia (Opepe) 130 120 120

Sawn lumber

Cameroon, CAR, Congo (Braz.)
Fr. Francs/m3, FOB
Grade and size: FAS, air dried, width6”+, length 6'+

Sapele 3400 3500 3500
Sipo 4400 4400 4400
Bibolo 2600 2600 2600
N’Gollon 3500 3500 3500
Afrormosia 5600 5600 5600
Iroko 3600 3600 3550

Cote d’lvoire

Fr. Francs/m3; FOB Abidjan

Grade: FAS, air dried

Size: width 6"+ avg 97-10"; length 6'+ avg 10’-11’,
thickness 1”-2”

international pressure has been mounting
on the government of Liberian President
Charles Taylor in connection with its alleged
diamonds-for-guns deals and other forms
of support for Sierra Leone’s Revolutionary
United Front (RUF). Drawing on a United
Nations report which suggested that
Liberian logging companies may be
implicated in arms trafficking, environmental
groups (Greenpeace, Global Witness and
Nepenthes) have been calling on European
companies to cease trading in Liberian logs.
At least one leading European timber
trading company has announced that it
would stop buying timber from Liberian
companies until the situation has been
normalised.

EUWID, the German trade journal, reports
that two African species are selling well in
log form at present. The first is anigre/longhi,
a pale species that is birch-like in appearance
which has a wide range of uses, notably in
veneer form to provide surface finishes in
the furniture sector. Logs of this species are
being sold to Asian buyers, notably in
China, both directly and also via European
ports and intermediaries. The second
species is ekki which has an expanding niche
market in Europe for heavy duty structural
applications. Demand remains good in the
main market in the Netherlands, and is also
expanding in the Germany for public sector
construction projects. However EUWID
notes that current good European demand
for ekki may be seasonal as outdoor
construction work has got underway in the
summer months. In the UK, competitive
pricing coupled with ekki’s use in a number
of high profile building projects, has allowed
the species to make inroads into a market
previously occupied by Guyanese
greenheart.

African sawn lumber

Summer slowdown

Markets for African sawn lumber are
characterised by relatively restricted supply.
Production is currently constrained by the
rains. Many mills also shut down at this time
of year to undertake maintenance work.

hurry to offload stock and prices are
generally firm. Many forward contracts are
now being offered for November/December
shipment at the earliest, which suggests that
shippers’ order books are reasonably full.
mSapele: market reports are mixed. Some
commentators suggest that prices for sapele
have come under pressure as European
stocks have risen. However prices quoted
to this journal for good quality sapele from
the more reliable suppliers have remained
firm, with exporters apparently in no hurry
to generate sales during the current slow
season. In the UK there is a feeling that
underlying stocks are not particularly high
and that there should be some return to the
forward market in the autumn. Reports from
Germany also suggest that market
conditions are well balanced and prices
stable. Availability from the Cameroon has
been more restricted this year due to
tightening logging controls. However more
sapele sawn lumber is now being produced
in CAR and Congo for export via Douala.
This product is high quality and prices have
been firm and stable.

mIroko: market conditions are little changed
from last month. Forward buying in the major
Irish market has yet to resume in earnest
following the arrival of large stocks earlier
in the year. This situation is unlikely to
change for at least two months. Stocks are
on offer from both Ghana and Ivory Coast,
and there are some reports that prices have
eased a little.

B Sipo/utile: market conditions are
unchanged. Availability is restricted and
prices firm and stable.

BWawa/ayous: demand for wawa and ayous
has eased a little during the summer
vacation period, but prices remain
reasonably stable.

BGhana: various new government measures
have imposed extra costs on Ghanaian wood
producers. New procedures have been
introduced by the Forest Services Division
and the Forest Products Inspection
Division to control illegal felling. This,
coupled with the recent increases in fuel,
electricity and water rates by more than 6%

Iroko 3450 3450 3400 . has driven up domestic log prices.
Mahogany 2750 2750 2750 European demand for African sawn lumber Di ) bet ¢ and
Framire 2150 2150 2150 has benefitted this year from the strength .~ '>cuSstons between government an
Samba No.1 C&S 1540 1540 1540 . industry over the implementation of
of the dollar against the euro (as most dditional i h t vet b
Dimension stock African hardwoods are invoiced in euro- ~ 20¢1HONal €Xport taxes have Not yet been
Azobe 2600/ 2600/ 2600/ i . . resolved, but it seems certain that a tax of at
3000 3000 3000 inked currencies). However in the run-up least 5% will be i 4 on both kiln dried
Dabema 1950/ 1950/ 1950/ to the summer vacations, European forward cast 570 will be Imposed on both Kiin drie
2550 2550 2550 : and air dried sawn lumber. Exports of veneers
demand weakened in response to . .

G . : and plywood are likely to be subject to a 3%
abon uncertainty over future economic prospects d1%¢ tively. Tt evitabl
gr'a';fgﬁzl';i;?fs width 6 length 6 and rising stock levels. Although there are ~ 2N¢ ' 7o taxTespectively. ftseems mevitable

sFAS, » 1eng . . that these measures, when combined with
Okoume AD 2250 2250 2250 occasional reports of cheap offers for certain
Okoume KD 2500 2500 2500 species, most African shippers seem in no Continued page 4
(© hardwoodmarkets.com Ltd 3 August 2001



Africa

Ghana - Cont. from page 3

reduced availability of logs and slowing
overseas sales, will speed the closure of
many Ghanaian mills.

Ghana’s export figures this year highlight
the continuing shift away from air dried

Asia
SE Asian sawn lumber

Suffering from a hangover

European sales and prices for kiln dried
sawn lumber of dark red meranti/seraya
remain depressed. Northern European
importers bought heavily in Malaysian sawn
lumber last year, and have been feeling the
effects of over-stocking ever since. After a
very disappointing start to the year, during
early March there were some hopes of a
revival in demand for Malaysian sawn
lumber. In the crucial Dutch market for
meranti and merbau, there were even signs
of a brief revival, as importers opened new
contracts with Malaysian shippers.
However, uncertainty over economic
prospects, coupled with the persistent
weakness of the euro against the dollar soon
dampened the optimism. By the end of
March, importers throughout Northern
Europe had returned to their “wait and see”
attitude. Business remained practically
unchanged throughout the second quarter

Asian Sawn Lumber Indicative Prices

May Jun Jul
Exchange rates:
M$/E 5.40 5.34 5.43
Us$/g 1.42 1.41 1.43
M$/US$ 3.80 3.80 3.80
Malaysia

All prices US$/ton, C&F UK port

West Malaysian Dark Red Meranti
Grade: Select & better GMS; Kiln dried
Size: Width 6"+ avg 77/8”; Length: 8'+ avg 12'/14’

17 690 680 665
2 700 690 680
2.5 720 710 700
3’ 740 730 720
Keruing

Grade: Standard & Better GMS
Size: Random or fixed 16+
1"-3” 520 520 520

Kapur

Grade: Standard & Better GMS

Size: Width 6"+, avg 77-8"; Length 16'+

17-3” pInd 535 535 535

Myanmar Teak

US$/50 cu ft, FOB Rangoon/Bangkok/Singapore
Grade: Air dried boards

Size: Width 6"+ avg 8”, Length 6'+ avg 8’

1” 2750/ 2750/ 2850/

3500 3500 3500
Note private-sector prices for Myanmar teak
boards vary considerably from one mill to the
next. Prices from the cheapest private mills in
Myanmar currently start at the lower end of the
range. The most expensive mills, many based in
Singapore and Bangkok, are selling boards from
best quality teak logs at the top end of the range.

lumber to kiln dried lumber and other value
added products. Between January and May
this year, the volume of air-dried lumber
exports was 9.2% down on the previous
year, while kiln dried exports increased 2.2%
t0 61,000 m3. During the same period, exports

0f 2001, and is now not expected to improve
until at least the end of August. At present
forward orders are very restricted and offer
prices remain very soft.

Underlying weak market conditions in
Europe have been compounded by changes
in buying habits. Manufacturers and
importers have become even more
conscious of the risks associated with the
maintenance of high stocks and are tending
to buy smaller volumes on a more regular
basis. In a report about the Dutch market,
the ITTO Market News Service describes
how consolidation in the importing sector
has served to intensify this trend. A series
of mergers has resulted in fewer but bigger
importers of Malaysian sawn lumber in the
Netherlands. Joinery companies have also
merged and, in some cases, are themselves
importing directly. These groups often have
one single purchasing unit that buys for the
whole group and which provides a more
efficient system of stock control. There has
been a big reduction in the number of smaller
independent companies that were
previously importing and holding stock for
joinery manufacturers. The overall impact
has been to reduce the level of stockholding
in the Netherlands.

Partial switch to African

As Malaysian sawn lumber is invoiced in
US dollars, it has suffered this year from the
weakness of the euro. Even in the
Netherlands, which generally favours
production from the large Malaysian mills
that can reliably cut to size and supply kilned
lumber, there has been a partial shift to
African lumber. Some Dutch importers have
preferred to buy air dried sapele,
competitively priced because it is invoiced
in euros, for kilning in the Netherlands.
Dutch importers have also experimented
with Brazilian species like sucupira and
angelim pedra as an alternative to merbau,
although with less success due to technical
difficulties during kilning.

Continuing uncertainty over the future of
the dollar—euro rate has added an extra
incentive for European importers to maintain
lower stocks for the time being.

Being dependent on so many variables,
market prospects for Malaysian sawn

of plywood increased to 23,800 m3 up from
last year’s figure of 17,100 m3. Between
January and May, Ghana’s exports of
furniture parts increased to 1,500 m3, up from
1,100 m3 in 2000.

lumber during the second half of the year
are very uncertain. But it seems likely that,
as long as prices for Malaysian sawn lumber
remain reasonably stable — neither falling
further, nor rising too fast - demand will
gradually improve during the second half
of the year. There are already reports that
current low prices, and some expectation of
rising demand after the summer vacation,
has encouraged some European buyers to
contract for new shipments in the autumn,
although volumes are still limited.
mKeruing: availability is good, while global
demand remains weak. US demand has
weakened this year as their economy has
cooled. Demand in the UK is stable at low
levels with buyers able to acquire the sizes
they need. Reports from the Far East suggest
that logs are readily available, that there is
intense competition between suppliers to
secure orders, and that prices remain weak.
ERamin: there are reports that companies
certified by the Indonesian forest
certification authority, LEI, or by the Forest
Stewardship Council may be given
exemption from the Indonesian ban on the
harvest and export of ramin introduced in
April this year. Meanwhile European orders
for ramin strips have risen as importers have
sought to obtain supplies in advance of the
introduction of the CITES trade restrictions
on 9 August.

mTeak: Prices for Myanmar teak boards have
edged up slightly. This reflects increases in
log prices due partly to heavy rains during
May and June which hampered log
transportation from up-country to Yangon
and led to tightening supplies. Myanmar
mills are also pushing for higher prices in an
effort to see some return in their investment
in new equipment to comply with the
Myanmar government’s regulations,
introduced in March requiring machining
prior to export. Teak demand has continued
reasonably firm in the Far East. European
demand has slowed slightly during the
summer vacations.

SE Asian logs

Challenging market conditions
Weather conditions for logging in Sarawak
have been good, but some shippers have
reduced production in response to weak

(© hardwoodmarkets.com Ltd
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demand, and gaps in stocks of certain spe-
cies are emerging. FOB prices for most spe-
cies remain weak. Log stocks in Sabah are
also restricted due to continuing delays in
the issue of logging licenses. This has re-
sulted in supply shortages for many mills in
Sabah, and there continue to be reports of
closures. Logging operations in Indonesia
have been proceeding well so that major
plywood mills now have adequate stocks
of logs.

Data from ITTO’s Annual Review shows
that China is now by far the world’s largest
importer of tropical logs. Indonesia is the
largest supplier of tropical logs to China,
followed by Malaysia and Gabon. Underly-
ing demand for imported logs in China this
year has been good, boosted by rising in-

Malaysian exports

A number of trends are revealed in the
Malaysian hardwood export data for the
year 2000:

m]og exports from Malaysia fell last year
due mainly to supply-side issues in Sabah.
Sabah suffered a shortage of logs follow-
ing government measures to reduce the an-
nual allowable cut. Sabah also reduced log
export quotas and implemented an outright
ban on exports of selangan batu logs.

WA recovery in overseas demand for tropi-
cal hardwood sawn lumber during 2000 is
reflected ina 4.1% increase in exports. The
figures were boosted by a recovery in de-
mand from Thailand during 2000.

®While sawn lumber exports from Sarawak

increased, they declined from Peninsular
Malaysia and Sabah due to logging restric-
tions in these states and limited supplies.
mDespite fiercely competitive conditions,
Malaysia’s exports of plywood remained
steady last year. Markets were lost in the
U.S. and U K. due to intense price competi-
tion from Indonesian and Brazilian suppli-
ers, and in China due to unfavourable du-
ties and competition from domestic produc-
ers. However Malaysian producers took a
larger slice of the Japanese market, and ben-
efitted from a recovery in Korean demand.
mOverall exports of Malaysian veneer were
down during 2000. A rise in Korean demand
failed to compensate for a fall in exports to
China and the Philippines.
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urers would reach 2.5 million m3 (down South Korea na 95.2 710  166.2 na 1280 1289 2570 54.7
15.8% from the earlier estimate made in De- Hong Kong 8.7 114.1 1526  275.4 2.4 79.8 1346  216.8 -21.3
ber 2000). while log d dfrom ] China 8.1 718 1095  189.4 2.7 250 1257 1534  -19.0
cember ), while log demand from Japa- Singapore 95.6 23.8 51.7 1711 86.7 16.9 497 1533 104
nese sawmillers would total 239,000 m3 Taiwan 5.2 57.2 994  161.8 49 86.0 545 1454  -10.1
4 20.3%). The d d ap UK 41.0 8.2 541  103.3 20.1 10.2 425 728 296
(down 20.3%). The downward revision re- | [ giners 67.4 240 1102 2016 576 414 1618 2609 29.4
flects depressed demand for Japanese hard- Total 276.8 867.8 2116.8 3261.4 218.1 902.7 2136.7 3257.5 -0.1
wood plywood due to depressed housing Veneer by destination
;o ; China na 2379 2044 4423 na 1913 2108 4022 9.1
starts and nsing levels (,)f plywood 1mpo.rts Philippines na 221 1378 159.9 na 145 1080 1226  -23.3
from Indonesia and China. Overseas ship- South Korea na 15 60.9 72.4 na 28.8 888  117.6 62.3
: Taiwan 0.7 76.2 69.9 1468 0.6 64.9 503 1158  -212
pers 'OflOgS t(,) Japan, .who.were prev10usly Hong Kong na 15.4 28.5 43.9 na 12.2 59.5 71.7 63.4
pushing for higher prices in the face of re- | |Japan 0.2 32.8 39.8 72.8 0.2 19.3 425 620  -14.8
: . ; Others 9.5 5.2 47 19.4 33 46 25 104  -465
str'lctec.1 suppges; tar; noxtJv hlavmg tocut | f 104 4011 5461 9575 40 3357 5624 9021 5.8
prices in an effort to boost sales.
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U.S. Domestic Demand

Cautious optimism

According to Alan Greenspan, “we are
seeing signs that the bottom is beginning
to restructure itself.” Not a particularly clear
statement, but perhaps the closest to
optimism that the Chairman of the Federal
Reserve is allowed. There were also signs
that Greenspan was in a buoyant mood
during his half yearly testimony to Congress
on 18 July. According to The Economist, he
suggested that the economic outlook is
“clearly far better, given what has
happened, than I would have forecast six,
eight, nine months ago...we have come a
long way through this adjustment process
and we are still standing.”

So while the U.S. second quarter GDP data
released on 27 July was disappointing - the
economy grew at an annualised rate of only
0.7% - there are reasons to believe that the
economy will start to improve during the
second half. A number of leading indicators
suggest the economy may already have hit
bottom. The Chicago Purchasing Managers
index rose sharply in June to the highest
since December, while surveys by the
National Association of Purchasing
Managers also rebounded in June.
Manufacturers may be seeing light at the
end of the tunnel. So too may be consumers;
the University of Michegan’s index of
consumer sentiment edged higher in July
for the third consecutive month. Consumers
seem to be responding to the Fed’s recent
round of interest rate cuts. These is also the
promise of more disposable income resulting
from the Bush administration’s tax cuts.

U.S. economy not in the clear

The US economy is not yet in the clear —
unemployment continues to rise, and further
falls in share values and corporate profits
may undermine the fragile confidence of
consumers — but there are reasons for hope.
Meanwhile trading conditions in the North
American hardwood sector remain
challenging. Although many suppliers claim
they can still shift stocks, considerable effort
is required and competition is intense.
Margins are being squeezed throughout the
chain of distribution; maintaining cash flow
is a constant problem, and considerable
emphasis is now placed on inventory
management. The market is particularly quiet
at present due to manufacturers vacation
schedules.

In the Appalachian region, consolidation
and shut-downs in the furniture sector,
resulting from domestic market weakness
and intense competition from overseas

manufacturers, are taking a particularly
heavy toll. There are concerns that this will
lead to a long-term reduction in US domestic
demand for hardwood lumber. Mills located
in areas heavily dependent on the furniture
sector are still having great difficulty
shifting inventory, which has meant
continuing pressure on prices. This pressure
is focused heavily on certain species and
grades including ash and tulipwood and the
lower grades of cherry.

Market better balanced

Nevertheless there is cautious optimism
amongst many producers in the United
States that a better balance between supply
and demand may already be emerging. Cut-
backs in production have meant that kiln
dried markets in the US are now reasonably
stable, although in some areas supplies of
green lumber are still well in excess of
demand. Many mills are operating fewer
hours or production shifts, and some have
ceased operating completely. The US
journal “Hardwood Review” predicts that
lumber hardwood production in the US this
year will drop 24% below 2000 levels, to 10.7
billion board feet, the lowest in the past 10
years. In many areas logging operations
are being reduced in response to slow
demand and weakening prices.

So if there is an increase in hardwood
demand later in the year, there could a quick
turnaround in market conditions and rising
demand may be matched by low supply.

Export Markets

Signs of price stability

Markets for American hardwoods in Europe,
which have been subdued all year, have
slowed further with the onset of the summer
vacation period. A combination of economic
uncertainty and the strong dollar rate has
meant that, despite lean inventories, most
importers are refraining from large contracts
and continue to buy “little and often”.
Nevertheless, there are indications that
production cuts have begun to bite, and that
prices for kiln dried FAS lumber preferred in
Europe are now more stable after weakening
during the second quarter of the year.
Overall prospects for the European market
during the rest of the year are mixed. Most
analysts forecast steady, if unspectacular,
economic growth of perhaps 1.9%
throughout the euro-zone, and 2.2% in the
UK. There is less optimism in the European
furniture sector than there was earlier in the
year, but flooring and joinery are still
performing reasonably well.

Meanwhile, European hardwoods are being
mentioned more often as a source of grow-
ing competition for American hardwoods in
Europe. Availability of sawn lumber of oak,
beech and other hardwoods from Eastern
Europe are tending to increase. Quality is
said to be improving, prices are competitive
and exporters are now better able to supply
in a wide range of sizes and components.

News from Germany “less bad”

As ever, market conditions for American
hardwoods vary by country. The news from
Germany has been less bad over recent
weeks, although the outlook there remains
pretty grim. Industrial output rose slightly
in May after a major fall in April and retail
sales, although weak, are falling at a slower
rate. German importers are maintaining only
low stocks of American hardwoods and few
analysts expect a significant upturn in de-
mand before the end of the year.

Market sentiment in France deteriorated in
the second quarter as a number of furniture
companies went out of business and
importers began to reduce hardwood stock
holdings.

American hardwood sales in Spain have
been reasonable, although demand is down
on last year. Over recent weeks, sales have
slowed as importers have focused on
reducing stock holdings which built up
during the first half year. According to

(© hardwoodmarkets.com Ltd

US sawn lumber indicative prices
North Appalachian US$ MBF* CIF- W. Europe
Grade: KD square edged
Net measure after kilning
NOTE US prices are highly variable
depending on quality and point of orgin.
These prices are shown only to highlight
trends over time.
*One cubic meter is equivalent to 423.8 BF or
0.4238 MBF

May Jun Jul
$/I£ 1.42 1.41 1.43
$/Euro 0.86 0.84 0.87
Red oak
17 1750 1750 1850
1.25” 1850 1850 1950
1.5” 1900 1900 2100
2’ 2250 2250 2300
White oak
17 1550 1550 1500
1.25” 1650 1650 1600
1.5” 2200 2200 2150
2’ 2650 2650 2600
Ash
17 1200 1200 1200
2’ 1450 1450 1500
Tulipwood
17 950 950 950
1.25” 1000 1000 1000
1.5” 1100 1100 1100
2’ 1125 1125 1125
Cherry
17 3600 3600 3800
1.25” 3700 3700 3900
1.5” 3800 3800 4000
2’ 4000 4000 4300
Hard Maple
17 2400 2400 2350
1.25” 2550 2550 2525
1.5” 2750 2750 2725
2’ 2800 2800 2800
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AHEC, Spanish importers have been
increasing veneer purchases from Germany
to avoid the 4% import tax on direct
shipments from the USA.

The UK market has been reasonably stable,
although importers are buying for immediate
needs only.

Buying in Italy has been slow and importers’
price expectations are comparatively low.
Amongst smaller markets, Ireland is still
reasonably buoyant although down from the
heights of last year. Demand for US
hardwoods in Portugal has been
undermined as that nation’s furniture sector
is struggling to compete with Eastern
European suppliers. Demand for American
hardwoods in Scandinavia is reasonably
steady.

There is some optimism that European
buyers, who have refrained from building
stocks for some time, will begin to re-enter
the market for American hardwoods in
September. However, without a more
significant shift in the euro-dollar exchange
rate, the likelihood is that buying will remain
cautious.

Mixed bag in the Far East

Market conditions for US hardwoods in the
Far East have been mixed this year. Demand
has been well down on last year in North
East Asia (Japan, Korea and Taiwan), and
in South East Asia (Thailand, Malaysia, In-
donesia, Singapore, the Philippines). Mar-
ket weakness in these countries reflects
both domestic economic problems and a big
shift in Asian manufacturing investment to
the Chinese mainland. China is becoming
increasingly dominant as regional supplier
of wood products and components. This
factor, coupled with continuing strong eco-
nomic growth in China itself this year, has
meant that American hardwood exports to
China both directly and indirectly through
Hong Kong have continued to expand.
Another significant trend has been a shift
towards Chinese imports of U.S. logs rather
than lumber, reflecting the strength of the
dollar — which makes processing in the U.S.
relatively expensive — and the development
of China’s own domestic wood processing
capacity.

In recent months, China’s market for U.S.
hardwoods has been a little slower as weak-
ening furniture demand in the U.S. led to a
build up in inventories of finished product.
Buying in Japan remains depressed. There
are reports of reasonable buying of US lum-
ber in Thailand and Vietnam, but sales to
Indonesia have been quiet due to the weak-
ness of the rupiah and on-going domestic
problems. Demand in Korea is also slow.

Species notes

mAsh: Production has been reduced in re-
sponse to poor demand. Prices for higher
grades of sawn lumber quoted to European
importers remain weak, but appear to have
stabilised. In the major export markets there
is good demand for higher grades of lumber
in the UK and fair demand in Japan. Sales of
lower grade ash to China and Thailand have
slowed. American domestic markets remain
weak.

BHard maple: domestic markets are still
highly competitive, although there are signs
that a better balance between excess supply
and generally weak demand may now be
emerging. In a buyers market, quality is ata
premium. Producers with well established
customer relationships and a reputation for
good handling of hard maple during the high
risk summer months have been able to shift
stocks. Others are finding sales more
difficult. On export markets, sales of lumber
to northern European markets has slowed
during the vacation period. However there
are reports of continuing good demand for
lumber in the UK, and there is continuing
interest in export markets in strips, flooring
blanks and dimension. Demand for sawn
lumber in China and Mexico is fair.

B Soft maple: domestic demand for
developing green and kiln dried production
is limited. Colour selected stock is faring
better than unselected. Sales in two of the
leading export markets, Korea and Mexico,
have weakened. There are some reports of
slightly better demand in Japan.

BCherry: domestic markets for lower grades
of cherry have been severely affected by
the slowdown in the US furniture sector, and
by changing fashions away from cherry to
paler woods. However production cut-backs
have meant that there is now a much better
balance between supply and demand in the
market for higher grade cherry, both green
and kiln dried. On export markets, Western
European orders of higher grades have been
relatively quiet due to uncertainty in the
furniture sector and the strong dollar. But
restricted supplies have meant that prices
for high grade cherry quoted to European
buyers rose significantly during the month.

ERed oak: while domestic demand has been
hit by the economic slowdown and
weakness in the furniture sector, there are
reports that American markets began to pick
up at the end of July following the forth of
July holiday break. Producers are expressing
cautious optimism that the pace of orders

and shipments will pick up even more as
domestic end-users and the European
market complete scheduled vacations. Weak
markets for other species have encouraged
greater production of red oak, so the
marketplace is likely to be highly
competitive. However much of the
production has focused on 4/4 size most
widely accepted in the domestic market,
rather than thicker sizes of interest to export
markets. At present export demand is
subdued. Demand in the Far East has been
fair to slow. Some orders of high grades have
been secured from western European buyers
for shipment in September/October —
although volumes are still unspectacular.
There are some reports that, due to high
inventories, Chinese markets for lower
grades have slowed. There is steady
demand for lower grades in Mexico.

EWhite oak: market conditions for white
oak remain challenging due to vacation
schedules in export markets, the strength of
the dollar, and weaker demand from
domestic manufacturers. Some exporters are
reported to have secured reasonable orders
for higher grades from Europe for forward
shipment at improved prices. However the
overall level of demand and the average size
of orders is down on previous years, and
buyers are now more demanding over
quality and date of shipment. Most mills
have sought as far as possible to avoid
output of white oak, but supply is still
adequate for current levels of demand. In
the Far East there are reports of an emerging
market for lower grade white oak in Vietnam.

ETulipwood: markets are highly competitive
and despite cutbacks in production are still
affected by over-supply. To generate sales,
and in an effort to stop prices falling even
further, mills have been sorting more for size
and colour. On export markets, price
expectations for higher grades in Italy are
so low that exporters have been doing less
business there. Sales to China, Mexico and
Korea have been slower, but there have been
reports of some improved buying in
Thailand. There have been reasonably
steady shipments of lower grades to
Mexico.

B Walnut: now strongly favoured by
manufacturers, domestic demand in the U.S.
returned quickly to pre-vacation status after
the 4 July. Much interest is focused on the
higher grades. On export markets, walnut is
still favoured in China, and there is fair
demand from Japan, Italy, and UK.

(© hardwoodmarkets.com Ltd
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Convention - cont. from p.1

limited understanding of US hardwood
grades and quality standards.

Chinese delegates were also quick to point
out that, like other countries, China has
evolved its own standards for wood use in
various sectors. Market access in these
sectors — flooring was particularly
highlighted — will be heavily dependent on
ability to supply to required dimension and
specification. Successful exporters will need
to acquire a detailed knowledge of their
Chinese customers’ requirements.

Red tape and red economics

It became clear during discussion that the
Chinese Government is acting pro-actively
to restrict the use of wood in the
construction sector in an effort to reduce
reliance on imported raw materials. This
policy goes some way to explain why
Chinese builders rely so heavily on concrete,
brick and steel.

Despite Chinese government formal
commitment to liberalising the hardwood
trade, it was evident that many obstacles
still remain. Wood distribution systems are
still very underdeveloped, and participation
by foreign corporations in this sector —
although officially sanctioned — seems in
practice to be extremely difficult due to the
endless red tape. A delegate from the
Taiwanese furniture sector, who like many
others from Taiwan is seeking to transfer a
large part of his production to mainland
China, noted the “many hidden barriers”
that will remain to overseas companies
participation in the Chinese market even
after WTO entry.

And in an economy for so long controlled
by government, there is apparently still
some failure to appreciate the operation of

the free market. This was implied by Chinese
delegates complaints over stock
devaluation as US prices have weakened
over recent months, and the apparently
naive suggestion by one leading Chinese
industry representative that, under such
conditions, “the seller should compensate
the buyer.”

Despite these obstacles, there were
indications at the Convention that market
trends may now be favouring American
hardwoods in China. One Chinese importer
went so far as to suggest that American
hardwood is already seen as “the first
choice” by many Chinese manufacturers.
There has been growing appreciation of US
hardwood quality in China due partly,
perhaps, to AHEC’s own marketing efforts.

Resource issues favour U.S.

But there is also evidence that resource
issues may be favouring U.S. hardwoods in
China. It was clear from comments made by
delegates at the Convention that forest
certification has yet to emerge as a
significant marketing issue in China.
However there was no doubting the concern
of Chinese importers about continuity of raw
material supply. Delegates wanted to know
whether they would be able to obtain, over
the long-term, the same species, in the same
grades, and at reasonably stable prices.
This concern may partly reflect supply and
quality problems that many hardwood
importers in China have experienced over
the last few years. Chinese delegates
referred to these problems specifically in
relation to European beech and to
hardwoods from Gabon, China’s leading
African supplying country.

On this issue, AHEC representatives were
quick to exploit positive trends on the

No shortage of ambition in China’s furniture sector

On the second day of the Convention,
delegates were invited to visit furniture
manufacturing factilities in Guangzhou. One
of these stood out from the rest - the Guang
Dong Westband Group represented a new
breed of modern and ambitious
manufacturers in China. The company has
invested heavily in German and Italian
processing technology and proudly
proclaims their adherence to ISO9001. The
company currently sells primarily into the
domestic market through a network of more
than one hundred agents, but is now
seeking to develop export markets.
Westband’s price claim was particularly
striking - that they could supply Chinese

customers with equivalent quality to
imported furniture “at one third the price”.
As production is currently mainly for the
domestic market, there is still a strong
emphasis on darker tropical woods and
fairly heavy designs, particularly in their
“executive desk” lines. However cherry and
walnut were also being used, and lighter
coloured woods were being introduced into
modern office and hotel furniture lines. A
very wide variety of woods from all areas
of the world were being used in upholstery
grades. All production was in real wood
mainly as thin veneer over a wood
composite substrate —no photographic film
substitutes were being used.

supply side in the United States. Mike Snow,
Executive Director of AHEC in Washington
DC, said in response to questions on future
availability that “the US industry is
confident of maintaining its hardwood
export performance, which is based on a
forest resource that has been sustained
throughout the last century despite the
enormous harvest for domestic
consumption by a growing population.
This is largely due to improved efficiency,
a huge reduction in forest fire losses, and
more advanced forest management
programmes.”

Recent data on US hardwood resources
derived from the 2000 Renewable Resources
Plan Act Assessment, made available at the
Convention, seemed to support this
analysis. The data shows that the inventory
of hardwoods standing in US forests nearly
doubled between 1953 and 1997 from 184
billion cubic feet to 352 billion cubic feet. In
the long run, this fact alone should ensure a
strong future for U.S. hardwoods in the
Asian market.

Chinese market

Trends favour hardwoods

Chun Xiang Ran of the China Timber Im-
port and Export Company set out to high-
light the huge market growth potential for
hardwoods in China. Part of this potential
derives from recent changes in China’s for-
est policy. In terms of area, China’s forest
resources are reasonably large covering
around 160 million hectares, about 17% of
land area. These resources are now expand-
ing with the implementation of an ambitious
plantation program. Forest area has in-
creased from 134 million hectares in 1993.
However, on a per capita basis, China’s do-
mestic forest resources are extremely re-
stricted: at around 0.11 hectares, only one
sixth of the world average. China’s authori-
ties are now severely restricting domestic
harvests of natural forests. Since 1998, the
government has banned harvesting of natu-
ral forest in the upper and middle reaches of
the Yangtze and Yellow rivers, and imple-
mented increasingly severe restrictions on
harvests of Northeastern forests.

43 million m3 shortfall

Although China’s forests continue to
supply around 140 million m3 oftimber each
year, already the nation suffers an annual
shortfall in commercial wood production of
between 33 million to 43 millionm3, a volume
which has to come from imports. In future,
China’s developing plantations will offset
this shortfall to some extent. However much
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of this production will be of fast-growing
softwoods, suitable for conversion to pulp,
paper and panel products, but unsuitable
for higher value decorative use and for many
furniture applications.

Big growth potential

Meanwhile continuing rapid economic
growth should ensure growing demand for
hardwoods. Some indication of the growth
potential of China’s market is reflected by
the fact that China’s per capita consumption
of wood is currently only 0.22 m3, only one
third the world average of 0.65 m3, and a
small proportion of the developed world
average of 1.16 m3. The Chinese authorities
reckon that by the year 2010, total annual
timber consumption in China could reach
240 million m3, comprising 64 million m3 for
construction and decoration, 44 million m3
for furniture production, 91 million m3 for
paper making, 25 million m3 for infra-
structure, and 20.5 million m3 for other
applications.

China now imports a significant volume of
softwood from Russia, New Zealand, and
North America. Russian softwood is
expected to play an increasingly important
role, particularly for construction and infra-
structure projects. Tropical hardwood logs
are imported mainly from South East Asia,
notably Indonesia and Sarawak, the South
Pacific, and Africa, while large quantities of
beech logs have been imported from
Western Europe.

Vigourous wood importing sector

A vigorous hardwood importing sector has
developed in China as the nation’s
authorities have progressively liberated the
economy and reduced controls on private
enterprise. Altogether there are 1,115
organisations importing logs and 1,808
importing sawn lumber, including state and
private enterprises, joint ventures, and
manufacturers of plywood, furniture,
flooring and other decorative products.
Nearly half of these organisations are
located in Guangdong and Shanghai, the
rest in the South West and North East. There
are almost none in the underdeveloped
regions of China’s interior.

China’s furniture sector provides particularly
good opportunities for overseas exporters.
In 1999 total output was valued at 104 billion
RMB yuan, while exports were valued at
US$2.74 billion. In 2000 these figures rose
to 120 billion RMB yuan and US$3.56 billion
respectively. Just over half of China’s
furniture exports are destined for the United
States. Chinese production of furniture is

John Wadsworth’s presentation compared
markets for US hardwoods in Asia with
those in other parts of the world.
Together Asian markets now account for
around 23% of US hardwood lumber export
volume, down from 33% in 1987. However
the market may be divided into two sub-
regions where demand trends have
followed different trajectories. North East
Asia - Japan, South Korea and Taiwan -
developed early as an important market for
U.S. hardwoods, but has since declined as
investment in manufacturing transferred to
China and South East Asia. US hardwood
exports to the latter region (comprising
China, Hong Kong, Indonesia, Malaysia,
Philippines, Singapore and Thailand) have
seen rapid growth since 1993.

Although a very high volume market, China
offers relatively low unit values for U.S.
hardwood lumber at around $411/m3, only
slightly higher than Mexico ($370/m3) and
considerably lower than most European
countries (for example average value in the
UK is $755/m3). Unit values in other Asian

US Hardwood Lumber Exports
by Species to the World and Asia
Year 2000, 000s m3

World Asia

Vol. %  Vol. %
Red Oak 653 225 63 154
White Oak 577 19.9 55 13.5
Beech 14 0.5 3 06
Hard Maple 344 119 32 79
Other Maple 108 3.7 29 71
Red Alder 215 7.4 71 175
Cherry 178 6.2 26 6.3
Tulipwood 254 8.8 54 13.2
Birch 35 1.2 negl. negl
Ash 146 5.1 24 6.0
Hickory 18 0.6 3 07
Walnut 41 1.4 5 13
Others 314 10.6 42 104

Regional shift in Asian hardwood markets

markets are diverse ranging from an
average of $603/m’ in Korea to $403/m* in
Thailand.

In terms of hardwood species (see table),
Asia follows closely the world pattern of
imports for walnut, hickory, birch, cherry
and beech. For white oak and hard maple,
Asia is a proportionately less important

US Hardwood Lumber Exports
by Region of the World, 000s m3

1987 1993 2000
North East Asia 530 524 261
South East Asia 17 94 407
Western Europe 508 726 815
Canada 452 702 1026
C/S America 101 124 252
Others 44 76 137
World 1651 2247 2899

market. This is particularly true of white
oak in China where it only accounts for
7.6% of US exports. For other maple (soft
maple and Pacific Coast maple), tulipwood
and ash, Asia is a proportionately more
important market. Tulipwood accounts for
15% of Chinese imports from the USA.
The star performer in Asia from all US
species is red alder which accounts for
17.5% of Asian imports compared with
7.4% globally. In China, alder accounts for
21.4% of US exports.

Wadsworth concluded that the importance
of China and South East Asia to US
hardwood exporters is likely to increase
rapidly. But he added a word of caution;
export demand in this region would suffer
from a slowdown in the global economy.
Wadsworth estimated that close to 70% of
US lumber exports to the region are
processed into wood products which are
subsequently exported.

expected to increase at an annual rate of
10% over the next 10 years.

Much Chinese furniture is manufactured of
panel products with a thin veneer. The
domestic furniture market has traditionally
preferred darker shades, with heavy reliance
on imported species such as meranti, sapele,
mahogany, and cherry. Domestic oak and
ash have also been used extensively for
interior decoration and flooring. Now more
modern furniture designs in lighter colours
are being introduced for both the domestic
and export markets. Domestic hardwoods
are being supplemented by European beech
and increasingly by American hardwoods
such as red and white oak, maple, and
tulipwood.

China’s accession to the World Trade
Organisation, widely anticipated later this
year, should provide a further boost to
China’s demand for hardwoods, and create
new opportunities for companies seeking
to invest in China. Following admission to
WTO, the Chinese authorities would
undertake to abolish remaining
administrative measures on the international
wood trade, including import licenses and
quotas. Existing controls that limit
opportunities for foreign companies to
become involved in the import, distribution
and retailing of wood in China would be
phased out. At the same time, China’s wood
products and furniture manufacturers would
benefit from the relaxation of import controls
in major overseas markets.

(© hardwoodmarkets.com Ltd
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All EU imports

Value % Value %
(euro 000s) 1999 2000 chg (euro 000s) 1999 2000 chg
Troplcal Logs Other Hardwood Veneers
159952 189704 186 USA. 195660 237772 215
CAMEROON 192054 139315 275 SWITZERLAND 30047 31236 40
LIBERIA 20504 67958 1296 CANADA 21159 26857 269
CONGO REP. 46104 53566 162 CROATIA 16653 21658  30.1
EQUAT.GUINEA 21559 28482 321 SLOVENIA 16853 21406 270
CENT.AFR.REP. 11568 20587 780 HUNGARY 18271 19381 6.1
CONGO (ZAIRE) 12731 18075 420 OTHER 66148 76208 153
OTHER 35226 43535 236 TOTAL 364791 434608 191
TOTAL 508788 561222  10.3 Softwood Veneers
Beech Logs USA. 34035 32110 57
SWITZERLAND 25287 26119 33 SWITZERLAND 3132 4370 395
SLOVAKIA 14790 17688 196 SOUTH AFRICA 4250 4274 06
CZECH REPUBLIC 6733 6112 92 INDONESIA 3107 3057 274
ROMANIA 4868 5660 163 CHILE 2286 3044 332
CROATIA 7868 5554 -29.4 BRAZIL 1853 2006 617
HUNGARY 4997 4710 57 OTHER 12523 12102 34
POLAND 415 3909 -115 TOTAL 61186 62853 27
ToTAL sors s 45 | Iropical Plywood
INDONESIA 282740 303433 7.3
Oak Logs BRAZIL 47906 76616  59.9
USA. 14039 17160 222 MALAYSIA 57762 53215  -7.9
HUNGARY 8254 %15 153 NON-EU SUPP. 0 25655 00
UKRAINE 3527 4431 256 GABON 12293 1148 65
ROMANIA 2133 3749 758 IVORY COAST 8361 9826 175
SLOVAKIA 1543 1739 127 OTHER 42838 52146 217
CROATIA 171 1438 -16.0 TOTAL 451900 532379  17.8
LUXEMBOURG 1215 114 _-8.3 Other HardWOOd P|yW00d
OTHER 5744 5050 -11.9
TOTAL 33166 44205 158 | RUSSIA 232
LATVIA 34205 41809 222
Other Hardwood Logs CZECHREPUBLIC 19178 20342 6.1
RUSSIA 235753 219744 638 POLAND 12785 14874 163
USA. 90914 135026 485 BELARUS 8933 969 60
LATVIA 64953 86532 332 SLOVAKIA 6836 8956 310
ESTONIA 66067 58790 -11.0 OTHER 50135 58852 174
HUNGARY 27569 27682 04 TOTAL 209363 249525 192
UTHUANIA 1o 1ama 27 | Softwood Plywood
BRAZIL 123826 205161 657
OTHER 59097 66648 128
TOTAL 571169 626869 98 | RUSSIA 36467 50225 306
. CANADA 48638 34415 292
Tropical Sawn Lumber U.SA. 29837 29147 23
MALAYSIA 283153 397474 404 POLAND 19832 21715 95
CAMEROON 175193 299166 708 LATVIA 12786 17633 379
BRAZIL 165091 212764 289 OTHER 17502 90423 230
IVORY COAST 181318 172966  -4.6 TOTAL 390888 448719 148
GHANA 89222 83024 59 Y
eepers
INDONESIA 2%  Tioor 433 IVORY COAST 2259 2886 2738
NIGERIA 21354 24364 14.1
y LUXEMBOURG 864 2587 1994
CONGOREPUBLIC 19421 18295 538
CAMEROON 3360 2526 -24.8
BURMA 14161 16628 174
AUSTRALIA 2953 191 -353
SINGAPORE 12120 13168 86
OTHER 1624 3060 884
GABON 8045  124% 553
USA. 5002 12149 1058 TOTAL 11060 12970 173
OTHER 50409 70282 181 Profiled Wood - Softwood
TOTAL 1084735 1405673 296 CZECH REPUBLIC 10186 12444 222
Beech Sawn Lumber POLAND S17 4629 176
NORWAY 5203 4240 -185
BOS & HERZ. 48950 55511 134
CROATIA 10857 4881 42 LUXEMBOURG 2728 3088 462
OTHER 20826 28588 4.2
POLAND 30461 31998 50
SLOVENIA 24646 27821 129 TOTAL 53560 53889 06
ROMANIA 2802 23650 -156 Profiled Wood - Hardwood
SLOVAKIA 17872 18912 58 INDONESIA 102553 145740 421
SERB & MONT. 16592 17859 76 MALAYSIA 32609 40798 251
HUNGARY 10501 10890 37 CANADA 21235 35577 675
SWITZERLAND 10013 9951 06 POLAND 14911 31199 1092
UKRAINE 5588 7425 341 OTHER 179562 501090  179.1
OTHER 23031 27198 181 TOTAL 350870 754404 115.0
TOTAL 256483 273796 638 r
0ak S Lumb Wood windows and frames
aK sawn Lumber POLAND 44553 42648 4.3
US.A. 276379 324968 176 NORWAY 26931 25707 45
CROATIA 38015 37789 06 SLOVENIA 25043 22260  -11.1
CANADA 33528 34521 30 SWITZERLAND 15223 12652 -16.9
UKRAINE 13607 19000 396 OTHER 44236 46003 40
HUNGARY 13833 18904 367 TOTAL 155986 149270 4.3
POLAND 15845 18852  19.0
ROMANIA 7169 8870 237 Wood doors and frames
LITHUANIA 5162 8792 703 INDONESIA 53820 73420 364
CZECH REPUBLIC 6583 7548 147 SOUTH AFRICA 34539 44225 280
SLOVAKIA 3616 5386 489 BRAZIL 31944 38836 216
OTHER 22034 27214 235 POLAND 29778 34089 145
TOTAL 435771 511844 175 OTHER 144652 167797 160
TOTAL 204733 358367 216
Other hardwood sawn
USA. 257462 203730  14.1 Parquet panels
CANADA 116477 125953 8.1 NORWAY 36576 46555 273
LATVIA 36082 46662 293 CHINA 19578 40908 1089
HUNGARY 34004 35709 47 INDONESIA 22928 39201 714
CROATIA 15087 21374 337 MALAYSIA 31259 38781 241
LITHUANIA 19175 21103 10.1 OTHER 148585 160086 7.7
RUSSIA 22069 20358 78 TOTAL 258926 325621 258
ESTONIA 1398 19717 730 ;
POLAND 19261 157 12 !gLoA?ugen fu rr#&;;;‘g 1370532 243
ROMANIA 10891 14679 413 -
INDONESIA 461775 596252  29.1
OTHER Srizr 69934 224 ROMANIA 332070 307158 193
TOTAL 599523 688706  14.9 -
| _ CHINA 212238 345356 627
Tropical Veneers CZECH REP. 215029 242832 125
IVORY COAST 47630 53181 117 MALAYSIA 167008 238853 430
GHANA 34825 38953 119 BRAZIL 173055 236048 364
CAMEROON 18915 23157 224 SWITZERLAND 192007 199149 37
GABON 9060 18293 1019 OTHER 1666780 2019705 212
BRAZIL 9798 12487 274 TOTAL 4524687 5645885 248
THAILAND 7537 %00 274
OTHER 39115 31246 201 Source: Eurostat supplied by BTS and analysed
TOTAL 166880 186917 120 by hardwoodmarkets.com

Europe
EU-wide imports

Tropical revival?

A few trends are apparent from
the EU-wide import data during
2000:

B The strength of imports of
nearly all hardwood products
last year is striking. This reflects
the buoyancy of underlying
economic conditions in Europe
during 2000.

mOf all primary wood products
— only beech logs registered a
fall in imports — not surprising
considering the huge increase
in domestic availability of beech
logs following the storms of
December 1999

BThe long term decline in EU
imports of primary products from
the tropics was reversed —
perhaps temporarily — last year.
mDespite the continuing decline
in log imports from Cameroon
following the log export ban in
July 1999, overall EU tropical log
imports increased by 10.3%
during 2000. After a difficult year
on the supply side in Gabon
during 1999, EU imports from
this source rose 19% during
2000. EU log imports from Liberia
increased by 129% last year.

B The value of tropical sawn
lumber imports into the EU
increased by 30% between 1999
and 2000. Imports from Malaysia
were well up on the previous
year, a reflection of the ready
availability last year of cheap
supplies from Sumatra shipped
via Peninsular Malaysia. The
40% increase in Malaysian sawn
lumber imports last year goes a
long way to explain problems of
over-stocking and market
weakness for Malaysian
hardwoods in Europe this year.
The value of EU imports of
Cameroon sawn lumber
increased by 71% during 2000
as shippers switched away from
exports of logs to sawn lumber.
The value of EU imports of
Brazilian sawn lumber also rose
significantly in response to
buoyant demand in the French
and  Spanish  markets,
particularly for interior joinery
and flooring applications.

BOf temperate hardwoods, the

value of EU imports of oak were
particularly strong during 2000,
reflecting the fashion for oak in
joinery and flooring.

mThe USA continued to
dominate EU imports of
temperate hardwood sawn
lumber during 2000 — despite the
strength of the dollar-euro
exchange rate. However the data
tends to confirm anecdotal
evidence of increasing
competition for American
suppliers from Eastern Europe.
For example EU imports of
Ukrainian and Hungarian oak
were up 40% and 37%
respectively compared with the
previous year.

BEU hardwood veneer imports
rose strongly last year a
reflection of solid growth in the
EU furniture sector, and the cost
benefits of using veneer over
solid lumber in a wide variety of
applications. The USA was by
far the largest supplier of
temperate hardwood veneer,
with EU imports from that source
registering 22% during 2000.
However EU imports of tropical
veneer were also rising strongly
during 2000, notably from Ivory
Coast (up 12%), Ghana (up
12%), Cameroon (up 22% and
Gabon (up 102%). Increasing
veneer imports from the tropics
may also reflect increased
investment in value added
processing in these countries,
and the weakness of the Asian
hardwood plywood sector
which may have led to diversion
of rotary veneers for export.
mEU imports of tropical
hardwood plywood were on the
rise during 2000, with three
countries dominating supplies —
Indonesia, Brazil and Malaysia.
Supply problems in Indonesia
appear to have provided
Brazilian suppliers with an
opportunity to take a larger slice
of the EU market during 2000.
Imports from Malaysia
continued to decline as
Malaysian shippers found
prices on offer in the EU
unattractive.

BEU imports of added value
products increased dramatically

(© hardwoodmarkets.com Ltd
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Europe

during 2000 — providing vivid confirmation
of increased overseas competition for EU
manufacturers, and of the rapid trend
towards relocation of manufacturing to low
cost locations. The value of EU imports of
hardwood “profiles” (which includes
mouldings, unassembled blocks, strips and
friezes for parquet flooring, and all other
wood tongued, grooved, rebated chamfered,
V-jointed, beaded, or moulded along any of
its sides) was up 115%, with particularly
significant growth in imports from Indonesia
and Poland. EU imports of wood doors were
up 22%, with Indonesia — the largest
overseas supplier — increasing sales by 22%.
EU imports of wooden furniture were up 25%
during 2000, with Indonesia and Poland
again the major suppliers, and increasing
sales by 24% and 29% respectively. China
is increasingly the place to watch as an
expanding source of finished wood
products. By value EU imports of wood
furniture and parquet panels from China
increased by 62% and 110% respectively
during 2000.

European Oak

Log markets disrupted by
storm-felled stock

On-going operations to recover storm-felled
logs left on the forest floor after the De-
cember 1999 storms have meant that
French sawmills and stave producers have
built up high stocks of logs.

Excess stocks of storm-felled oak logs also
contributed to a reduction in production
and demand for new season logs in Ger-
many this year. A survey of German auc-
tion sales during the 2000/2001 season by
the German trade jounal EUWID, indicates
that oak log supplies were down 37% com-
pared to the previous year, while prices were
down 3%.

As beech markets have weakened more
mills have focused on production of oak
sawn lumber this year, leading to relatively
high stocks. Prices for lower and medium
grades have been softening. However, pro-
ducers have been reluctant to reduce prices
for higher grades of oak sawn lumber due
to the long term investment required to saw
and dry oak - a process that takes at least a
year - and continuing confidence that there
will be an upturn in demand during the au-
tumn. Demand for European oak sawn lum-
ber continues to benefit from the strength
of the dollar against the euro, which has
encouraged some manufacturers to look for
alternatives to American white oak. This
factor has contributed to growing demand
for Eastern European oak in EU markets.

EU importers continue to report problems
in obtaining the reliability of service and
average sizes typical of American suppli-
ers. However, an increasing number are now
monitoring developments in the Eastern Eu-
ropean wood processing sector with a view

to increasing purchases in the future.

Beech Logs

Storm-felled stocks linger on
Availability of new season beech logs has
been very limited in France this year due to
harvesting restrictions imposed by the
French authorities. However French saw-
mills continue to carry excess stocks of
storm-felled logs in irrigated yards. Plans
to complete conversion of these stocks dur-
ing the first half of the year have been frus-
trated by weak demand for lower grades of
steamed beech sawn lumber.

In their survey of last year’s auction sales,
EUWID report that sales of high quality
new-season beech logs from German for-
ests were equivalent to the previous year.
However weak demand for beech on both
domestic and export markets meant that av-
erage prices for these logs were down 9%
compared to the previous year.

Europe’s veneer industry has announced
cuts in production over the summer months,
and this has led to a fall in demand for ve-
neer quality logs, particularly of beech.
Demand for European beech logs in China
has been lower during 2001 than last year,
and continued to weaken in June and July.
Market uncertainty has increased with the
introduction from 1 July of phyto-sanitary
measures requiring all logs and sawn lum-
ber carrying bark entering China to be fur-
nished with a plant health certificate issued
by the qualified pest control authoritity of
the exporting nation. Exporters to China are
now having to ensure that logs are either
sprayed or gassed prior to shipment. This
adds an extra cost at a time when Chinese
importers price expectations have been fall-
ing and quality expectations rising.
Production and prices of European beech
logs during the next winter season will de-
pend heavily on the demand situation in
the Far East. Negotiations between export-
ers and Chinese buyers are currently on-
going. At present there are no firm price
indications, although these are likely to be
down on previous years. Chinese import-
ers are now more interested in buying beech
logs direct from forest owners, a trend
which is raising concerns within the Euro-
pean wood processing industry.

European sawnwood indicative prices

May Jun Jul
Exchange rates
DM/ 3.24 3.26 3.20
DM/US$ 2.28 2.32 2.24
Euro/£ 1.66 1.67 1.64
Euro/US$ 1.17 1.18 1.15

German beech
Northern Germany, DM/m3, C&F, UK Port
Grade: kiln dried, steamed and square edged.

1” 1475 1475 1425
2’ 1575 1575 1525
German oak

Northern Germany, DM/m3, C&F, UK Port
Grade: kiln dried, waney edged prime grade*.

17 1505 1505 1505
2’ 1945 1945 1945

*waney edged prices provided as there is very little
square edged available from Germany or France -
French prices are similar to German prices

Croatian oak

Northern Italy, Euro/m3, C&F, UK Port

Grade: kiln dried and square edged.

1” 920 920 920
2" 1400 1400 1400

Beech Sawn Lumber

Soft prices for steamed beech
French and German sawmills continue to
carry excess stocks of steamed beech pro-
duced from logs stored in irrigated yards
and prices have been softening, particu-
larly for lower and medium grades. How-
ever, due to limited availability of new sea-
son logs, prices for unsteamed beech have
remained more stable and are now signifi-
cantly higher than prices for steamed beech.
Chinese interest in all forms of European
beech sawn lumber is much reduced this
year and remained weak during June and
July. Prices offered by Chinese importers
have been low and many European export-
ers are therefore looking for business else-
where. This has increased competition for
sales in Europe at a time when domestic
markets have been weakening. Demand for
sawn beech from European furniture and
parquetry sector is down on last year. The
German market is particularly weak due to
continuing slow activity in the construc-
tion sector.

Underlying demand for European hard-
woods in the important Spanish market has
remained reasonably bouyant this year,
boosted by the continuing high dollar/euro
exchange rate which has made American
hardwood prices less competitive. Spanish
importers have been shifting purchases of
European beech away from traditional sup-
pliers in France and Germany, to Romania
where availability of good quality air dried
beech has been improving. The UK market
for beech sawn lumber continues to benefit
from competitive pricing and demand re-
mains steady.

(© hardwoodmarkets.com Ltd
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Special report - tropical hardwood trade

ITTO Producer Members - Tropical Hardwood Production and Export

ITTO Producers
Official datareleased by ITTO in their latest

OOOS m3 Tropical Hardwood Production Tropical Hardwood Exports A A
% Change % Change Annual Review suggests that tropical log
1998 1999 2000 99100 1998 1999 2000 99i00 . . :
production and exports during 2000 contin-
Logs ued at the low levels prevailing since the
Cameroon 2895 235 2300 29 1604 1031 %0 79 p g
Central African Republic 530 553 720 30.2 n7 154 169 10.0 1 . 3 1 1
Congo (DR - Zaire) o ~ o 05 A % o oo Asian crises in 1998, despite last year being
Congo Rep 184 g7 1000 -15.8 638 545 550 09 i i -
CongoRep e e X0 158 % o 0 o a bouyant one for the international hard
Gabon 2400 3635 3914 77 1773 2338 2779 189 wood trade.
Ghana 138 140 102 00 0 0 0 00 L L .
Liberia 157 336 466 387 81 208 22 67 The data highlights continuing changes in
Togo 287 314 314 00 16 11 1 00 . .
Africa 11080 1747 12486 63 4367 4482 4831 88 the structure of tropical log production and
Cambodi 550 300 400 333 7 3 0 -100.0 : PR
e oce 500 100 14000 00 / o o 1000 exports. Overall tropical log production in
Indonesia 27811 27909 27909 0.0 e} 284 284 00 : 0,
Malaysia 21872 21776 20000 82 5583 6998 5050 150 Africa rose last year by 6.3%, boosted by a
Myanmar 2264 2348 2019 -14.0 656 980 1000 20 i ion i
PHiibpnee st Sox A g e 0 R recovery in log‘productlon in Gabon and
e 180 2% 2% 00 613 1084 208 10 the Central African Republic, and by the
ailan X I . . L.
Other 168 118 114 -34 0 0 0 00 emergence of Liberia as a more significant
Asia-Pacific 7019 69427 67225 32 7971 10249 9237 99 . )
Bolivia 797 502 621 27 0 3 0 -1000 log supplier. African log exports were also
Brazil 24500 24500 24500 00 0 0 0 00 he i | fthe i
Colombia 2193 1842 2156 170 7 17 27 608 on the rise, partly because of the increased
Ecuador 1650 1500 1500 0.0 37 50 55 10.0 : : :
Guyana a7 435 30 495 o 8 et 265 reliance of South East Asian and Chinese
Peru 1829 1609 1609 00 0 0 0 00 ; ; ;
B e e > o 60 o - o a0 1mp9rters on Af?lcan logs. leen that mgst
Yenezuela e ™ o o8 9 9 9 23 African producing countries are now in-
LatinAmerica/Caribbean 32254 31286 31609 10 137 137 136 06 creasing controls on 10g exports, this may
Total 113533 112459 111320 1.0 12475 14827 14204 42 t be a lone term trend. The dat .
not be a long term trend. The data suggests
Sawn . .
Cameroon 569 600 675 125 353 475 540 137 that tropical log production and exports from
Central African Republic 91 19 144 210 72 &4 73 141 : : :
Songo (DR -Zaire) S o o 00 B 2 2 00 Asian countries continues to fall, although
ongo Rep E . : : :
P 623 o1 o1 07 =08 a9 =0 il the data for Indonesia, which fails to record
Gabon 60 %8 S 82 5% 69 76 98 i i i
illegally felled logs, is unlikely to reflect the
Ghana 590 454 475 46 253 250 26 56 ’
Other 2 4 50 131 1 2 2 00 true picture. Nevertheless, other evidence
Africa 2130 2050 2174 60 1307 1414 1504 63 Lo
India 7000 6800 6800 00 0 1 10 895.0 does suggest that resource constraints in
Indonesia 5000 5500 5500 0.0 575 548 548 0.0 . . [P
Malaysia 5091 5216 4900 6.1 2703 2788 2700 -32 South East Asia have been intensifying, and
Myanmar 299 267 270 13 e} 42 36 -14.5 he 8% decli in Mal . 1 d .
Philippines P 288 3 608 2 Py o 77 the 8% decline in Malaysian log production
PNG 100 100 100 00 % 23 % 96 : :
Thaitand o1 154 184 195 = 3 &7 1820 at a time when tropical hardwood markets
Other 122 75 125 66.7 & 20 5 159.1 "
Asia-Pacific 17925 18400 17992 22 3565 3723 4102 102 were reasongbly.bouygnt seems s1gn1ﬁgant.
Bolivia oo o - s - o o 42 Log production in Latin America was little
Colombia 872 699 823 17.8 8 9 8 -84 changed from the previous year.
Ecuador 700 650 650 00 % % 2 231 .
Guyana 50 50 55 100 12 13 13 30 The data suggests that overall tropical sawn
Peru 500 791 791 00 62 63 103 515 .
Suriname 7 EV 20 333 5 4 4 00 lumber production by ITTO producer mem-
Vi ! 21 174 163 6.3 0 2 2 -86 . .
o?r?eerzue a 10 47 42 114 1 0 1 386.0 bers durlng 2000 was little Changed from the
LatinAmerica/Caribbean 12675 12545 12769 18 817 988 1103 "7 : : oI
Total 32730 32904 32934 02 5689 6125 6709 95 previous year. But again some significant
Plywood trends are apparent. With the introduction
Cameroon 8 R % 38 4 50 50 00 1
Gameroon ® 2 > 28 ) 2 ® by of 1.0g.exports in Cameroon, there has been
Gabon s ks b to4 o 4 ® 107 a significant shift to sawn lumber produc-
Other 13 10 12 250 0 1 2 429 i i
Qtner - s o g 1 s 15 W FlOl’l }elmd expo.rts. Sawfrllllumﬁler p;oductlori
India 300 0l 47 20 6204
Inda 70 s% o (3)'8 162 760 g% o 1nfq ana contlrll.ue.s to fall, w ile the Cenj[ra
Malaysia 4 4000 -3. 3340 -5.1 -
e ! 122 % 10 s 49 S %] African Repil.b 1(; 1sA<¢rper1\g/I1n{g asa moredlm
Thailand 9 & 7 2 % 2 -37.1 portant supplier. In Asia, Malaysian produc-
Other 50 3 4 333 2 21 28 357 : g
Asia-Pacific 12388 13284 13177 08 M43 1178 11006 15 i
g 358 ) A1 28 2 ® %06 o tion .of sawn lumber1 Wasﬂwel} down on1 .the
olombia 25 3 157 5 -233 - -
oot & @ @# % & £ 5 % | previousyear- party reflecting more lim
Suyana [ g " 308 n & % o2 ited availability of raw material, a further shift
Yenezuela ® ® A 29 9 9 9 99 to added value products, and also weak
LatinAmerica/Caribbean 1214 1305 1436 10.1 364 512 706 379 i i
Total 13957 14958 15023 04 11631 11865 11895 03 gemand for trolillcall\}lurlnber. 1’n Japan. Thef
ata suggests that Malaysia’s exports o
Veneer
Cameroon 59 53 70 321 4 48 49 32 sawn lumber last year were down on the
angoyRep 52 19 50 163.2 46 16 40 150.0 . .
Cote divoire 274 20 20 41 %8 18 %0 20 previous year. But questions need to be
abon . g . ..
Ghena 0 0 2 633 8 ot 0 27 raised over the large quantities of sawn lum-
o ! -35. . ) .
Africa 561 629 796 266 37 “3 506 143 ber cut in Indonesia last year, which were
Cambodia 181 75 120 60.0 181 63 110 613 . . .
Indonesia 50 50 50 00 2 5 5 00 then shipped over to Peninsular Malaysia
Malaysia 760 1007 1200 19.2 730 957 7 -18.8 .

Philippines ® & 24 304 2 4 J 702 for kilning and re-export to Europe - a trade
er - - : : :
Asia-Pacific 1078 1242 1514 219 954 1041 905 -13.0 which does not appear to have registered in

Brazil 150 150 150 00 115 0 74 7.9 .

Venezuela 2 €Y 0 00 0 0 0 -167 the ITTO data. South American exports of
Other % 17 14 -16.0 1 9 3 65.1 .
LatinAmerica/Caribbean 204 197 194 14 126 99 e 220 sawn lumber were up neaﬂy 12% durmg 2000
Total 1843 2068 2504 214 1452 1582 1488 -5.9
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Special report - tropical hardwood trade

on the previous year, with strong growth in
exports from both Peru (perhaps reflecting
bouyant demand in the United States last
year), and Brazil. The latter reflects good
export demand for joinery grades in France,
and strong demand for flooring species in
several markets including the US and Spain.
Overall tropical plywood production and
exports was little changed last year. Exports
from Indonesia were equivalent to the pre-
vious year, while Malaysian production and
exports declined. With the Indonesian ru-
piah remaining extremely weak last year, Ma-
laysian plywood producers were unable to
compete on price in international markets.
However supply problems in Indonesia al-
lowed Brazilian tropical plywood producers
to recapture some market share, with their
exports increasing nearly 50% during 2000.
Last year was characterised by a 21% in-
crease in tropical veneer production by
ITTO members, although a higher propor-
tion was used domestically rather than ex-
ported. ITTO’s members tropical veneer ex-
ports actually declined 6%. Much of the pro-
duction increase and decline in exports is
attributable to Malaysia which has been
developing its own domestic furniture manu-
facturing sector.

ITTO Consumers

ITTO data on tropical timber imports to the
principal consumer countries suggests that
the shift away from tropical logs by Euro-
pean importers continued during 2000. Eu-
ropean log importers have been most af-
fected by restrictions on log exports from
Africa. There seems to have been a particu-
larly significant fall in Spanish tropical log
imports.

In Asia, the shift in tropical log imports away
from Japan to China continues. China is now
by far the world’s largest single importer of
tropical logs, with imports rising 10.5% dur-
ing 2000 to 5.3 million m3. Japan’s tropical
log imports during 2000, at 3.1 million m3,
were a significant decrease on 1999 levels.
While China’s wood processing industries
are expanding, Japan’s are in recession and
there is also a shift to softwood logs for
plywood manufacture in Japan. Meanwhile
some so-called “ITTO Producers” in Asia
may be better classified as “ITTO Consum-
ers”, as they are becoming increasingly im-
portant buyers of tropical logs. Imports of
tropical logs into India, Malaysia, Philip-
pines, and Thailand rose significantly last
year. In Africa, the Ivory Coast is also emerg-
ing as an importer of tropical logs.

ITTO Consumer countries recorded reason-

able growth in tropical sawn lumber imports
last year. Imports into Europe increased by
6.7%, a minor revival in fortunes after a long
period of decline. There was particularly
good demand for tropical sawn lumber in
France, Spain and the UK. However the
signs are this year that the rising trend into
Europe will not be a sustained trend. In Asia,
China consolidated its position as the
world’s largest of importer of tropical sawn
lumber during 2000, although imports rose
at amuch slower rate than the previous year.
Thailand’s tropical sawn lumber imports,
which were running at 2.1 millionm3 in 1996
before its economy crashed during the Asian
crises, appear to have recovered some of
their previous strength, reaching 1.24 mil-
lion m3 in 2000, a 19% increase on the previ-
ous year. The data suggests that tropical
sawn lumber imports into the U.S. fell last
year - apparently a statitistical error given
that U.S. Customs data reveals strong growth
in U.S. tropical lumber imports.

ITTO consumer plywood imports were little
changed during 2000 compared with the pre-
vious year. In Europe, the weakness of Ger-
man imports, down 42% on the previous
year, is striking. In Asia, the availability of
cheap supplies from Indonesia contributed
to an increase in tropical plywood penetra-
tion into the Japanese market during 2000.
China’s imports of tropical plywood re-
mained subdued in 2000 after dropping dra-
matically between 1998 and 1999 following
the government’s decision to maintain ply-
wood import tariffs at 15%, while reducing
log import tariffs to 0%.

Statistical notes

In theory statistics in the ITTO Review are
compiled from questionnaires issued to
ITTO member governments. However, ITTO
note that in practice many of these
statistics contain ‘“significant and
obvious errors in one or more data
categories.” For example ITTO note that
in 15 of the 26 responses from ITTO
producers, production data was “missing
on unusable”. The ITTO secretariat
therefore rely heavily on their own
analysis of a range of secondary sources.
They warn that “despite the best efforts of
the Secretariat to ensure data consistency
and accuracy it should be noted that
considerable discrepancies exist between
available data sources in many
categories, for both producing and
consuming countries”’ Nevertheless, the
ITTO Review (available in full at
www.ITTO.orjp) provides a valuable over-
view of the tropical timber trade.

(© hardwoodmarkets.com Ltd
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ITTO Members
Tropical Hardwood Imports
000s M3
% Chng
1998 1999 2000 99/00

Logs
Belgium/Luxembourg 80 27 0 M1
France 886 815 814  -01
Germany 165 148 130 -119
Greece 74 76 80 53
Italy 477 480 480 0.0
Netherlands 91 87 80 -7.8
Portugal 485 368 352 44
Spain 265 456 300 -34.2
Other 70 66 5% -16.0
Europe 2593 2522 2321 -8.0
N. America 1 3 4 333
Hong Kong 220 208 208 0.0
Taiwan 24 796 7% 0.0
China 2761 479% 5300 105
Japan 3427 3526 3146 -10.8
Republic of Korea 749 %67 1000 34
Other 9 3 2 -283
Total ITTO Consumers 10684 12822 12777 0.3
India 1328 1700 1900 118
Malaysia 423 677 700 34
Philippines 226 366 586  60.1
Thailand 255 386 461 194
Cote d’lvoire 0 84 100 190
Other 25 31 51 629
Total ITTO producers 2257 3244 3798 171
Sawn lumber
Belgium/Luxembourg 276 235 245 41
Denmark 38 M 45 98
France 247 245 269 938
Germany 166 160 160 -0.3
Greece 13 2 25 136
Ireland 88 73 79 9.0
Italy 470 419 400 45
Netherlands 358 385 370 -39
Portugal 54 74 100 36.1
Spain 384 351 375 6.7
United Kingdom 198 210 300 429
Other 39 50 49 10
Europe 2330 2265 2417 6.7
Canada 15 31 30 -32
USA. 352 357 285 -20.2
N. America 367 388 315 -1838
Hong Kong 101 282 282 0.0
Taiwan 393 452 452 00
Australia 91 B N -82
China 800 1465 1500 24
Japan 564 661 691 45
Republic of Korea 246 272 300 103
Other 14 14 9 -367
Total ITTO Consumers 4907 5896 6056 27
Thailand 845 1038 1239 194
Philippines 239 307 437 423
Malaysia 436 398 400 05
Brazil 239 144 174 207
Other 37 45 37 -182
Total ITTO Producers 1796 1932 2286 184
Plywood
Belgium/Luxembourg 328 176 200 136
Denmark 51 54 56 37
France 110 128 130 16
Germany 205 328 190 420
Ireland 30 33 35 6.1
ltaly 166 107 100 -65
Netherlands 212 239 250 45
United Kingdom 537 569 600 54
Other 59 63 42 -332
Europe 1698 1697 1603 -55
Canada 84 75 80 6.7
US.A. 1559 1680 1700 12
N. America 1643 1755 1780 14
Taiwan 558 384 384 00
Australia 52 56 60 71
China 2084 953 900 -56
Japan 3583 4415 4553 3.1
Republic of Korea 456 710 750 56

gyp 125 % % 00
Other 46 29 29 00
Total ITTO Consumers 10245 10094 10154 06
Total ITTO Producers 80 12 9 -112
Veneer
Belgium/Luxembourg 18 9 15 667
Denmark 2 6 30 4000
France 2 2 30 173
Germany 79 54 54 0.0
Italy €0 58 60 34
Spain 37 33 35 54
United Kingdom 6 4 5 250
Other 29 20 20 17
Europe 305 210 249 185
Canada 12 16 10 -358
US.A. 43 52 55 58
N. America 55 68 65 -38
Taiwan 139 150 150 00
China 397 508 400 -21.3
Japan 52 51 45 -118
Republic of Korea 59 180 2273
Other 1 9 6 -329
Total ITTO Consumers 1008 1051 1095 42
Philippines 58 133 128 40
Brazil 24 18 24 284
Other 32 107 38 647
Total ITTO Producers 14 258 189 -26.9
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South America

Peru

New rules create uncertainty
In early June, Alejandro Toledo was elected
President of Peru in a vote described by
observers as possibly the cleanest in the
nation’s history. The handling of the election
promises well for the future of Peruvian
democracy. But Mr Toledo, a centrist
economist, still faces a daunting task in
rebuilding government institutions
undermined by ten years of Mr Fujimori’s
elected authoritarianism. He also has to
tackle some severe economic problems in a
country that has experienced three years of
near stagnation, declining investment,
chronic unemployment, and low real
incomes.

New forestry law

For the international hardwood trade, a major
issue will be the new government’s approach
to the export of mahogany and cedar. The
previous regime promulgamated in June
2000 a new forestry law which, on paper,
establishes some worthwhile goals. It aims
to achieve the promotion of downstream
processing based on the export of semi-

processed and finished products,
particularly those manufactured from cedar
and mahogany. The utilization of lesser-
used species is to be promoted for the
production of high value-added products.
The new law also promotes afforestation
and reforestation activities, the utilization
of plantation timber, forest product
certification, and compensation for the
environmental services of forests. As an
initial step, the forestry law stated that the
export of rough sawn lumber of cedar
(Cedrela odorata) and mahogany
(Swietenia macrophylla) would be banned
from 1 January 2001. The ban would not
extend to the other species of cedar (cedrela
fissilis) also from Peru, and the range of
lesser known species.

In practice, the new law has meant that
exporters have had to ensure mahogany and
cedar is kiln dried and partially machined
prior to shipment, and that overseas buyers
have had to declare the end use of
mahogany and cedar purchased from Peru.
These measures have tended to constrain

exports of mahogany and cedar from Peru
this year, not least because the nation lacks

sufficient wood processing capacity. There
is, for example, a drastic shortage of kilning
capacity which is only slowly being rectified.
It is debatable whether the new trading
regime will be of real benefit to Peru. Moves
to promote domestic value added
processing can do much to ensure tropical
countries capture more of the income from
the sale of tropical hardwoods. But this is
not a low risk strategy, and is only effective
if combined with a real understanding of
market demand for semi-finished and
finished products, and with sufficient inward
investment in an efficient manufacturing
sector. If these conditions are not met, then
export restrictions can simply lead - as for
example in Indonesia - to a reduction in the
value of forest resources and excessive
waste. At present the international (primarily
American) market prefers to buy mahogany
as rough sawn air dried lumber which can
then be custom cut according to
manufacturers’ needs in the importing
country. Without a clear understanding of
manufacturers’ needs, the machining
undertaken in Peru may simply add to the
cost of the product without adding any real
value for the consumer.

Exchange rates .
One GB pound (£) One US Dollar (§) One Euro It should be said .tlllat there C!oes appear to

25-May 6-Jul  20-Jul 25-May 6-Jul  20-Jul  25-May 6-Jul  20-Jul be some recognition of this fact in the
Argentina Peso 1.4199  1.406 1.4276  0.9995  0.9998  0.9996  0.8564  0.8443  0.8725 Peruvian wood sector. This is suggested by
Australia Aus.$ 2.736 2.7738  2.8221 1.9259  1.9724  1.9759 1.6501  1.6657  1.7247 ’
Bangladesh Taka 76.8572 81.0733 82.3387  54.1 57.65 57.65 46.353  48.6855 50.3199 recent reports that Peru’s export agency,
Belgium Belgian Fr.  66.8871 67.1759 66.0085  47.082  47.7678 46.2163  40.34 40.3399  40.3399 PROMPEX, recenﬂy initiated overseas trade
Belize BS 2.7987  2.7704  2.8137 1.97 1.97 1.97 1.6879  1.6637  1.7195 o . .
Bolivia Boliviano  9.3102  9.3027  9.485 6.5535  6.615 6.641 5.6151  5.5864  5.7966 missions to Hong Kong and Colombia with
Botswana Pula 7.9455  8.0915 8.1966 55928 57537  5.7389  4.792 4.8591  5.0092 K . . L.
Brazil Real 3.3684  3.5158  3.5271 2.371 2.5 2.4695 2.0315 21113 2.1555 the aim of 1dent1fy1ng and estabhshlng
Fr. Africa* CFA Fr. 1087.64 1092.33 1073.35  765.59  776.74 751.52  655.96  655.96  655.96 . e .
Canada Canadian § 2.1962  2.1338  2.2042 1.5459  1.5173  1.5433 1.3245  1.2814  1.347 potentlal buyers of semi-finished
Chile Peso 861.127 910.509 948.001  606.150 647.450 663.750 519.349 546.772 579.354 £ P
China Yuan 117589 11.6397 11.8214  8.2771  8.2768  8.2768  7.0919  6.9898  7.2244 components from Peru.
Czech Republic Koruna 56.87 56.8848 55.4585  40.031  40.45 38.8297  34.299  34.16 33.8925
Denmark Danish Krone 12.3675 12.3926 12.1865  8.7055  8.8122  8.5325  7.4589  7.4419  7.4476 F :
Estonia Kroon 25.9451 26.0586 25.594 18.263  18.5299 17.9198  15.648  15.6485 15.6413 MajOI' 'mpaCt on mathany trade
Europe Euro 1.6581  1.6653  1.6363 11671  1.1841  1.1457 1 1 1 : PR foni
Finland Markka 9.8586  9.9012  9.7991 6.9395  7.0406  6.8119 5.9457  5.9457  5.9457 Despite these efforts, it will be a Slgmﬁcant
France Franc 10.8764 10.9233 10.7335  7.6559  7.7674  7.5152 6.5596  6.5596  6.5596 Challenge for Peru to build an efficient export
Germany D-mark 3.2429  3.2569  3.2004  2.2827  2.316 2.2408 1.9558  1.9558  1.9558 : . .
Ghana Cedi 10868.00 10266.00 10461.90 7650.00 7300.00 7325.00 6554.55 6164.87 6393.66 oriented troplcal wood processing mdustry,
Guyana Guyanese $ 256.427 253.837 257.799  180.500 180.500 180.500  154.652 152.432 157.549 . . .
Hong Kong HK$ 11.0808  10.96 11.1401 7.7998  7.7999  7.7998 6.6829  6.587 6.8081 nor may this be achieved overmght. These
India Rupee 66.7209 66.2649 67.2992  46.965  47.12 47.12 40.24 39.7929  41.1287 . . . s
Indonesia Rupiah 16273.5 15933.4 15910.7  11455.0 11330.0 11140.0  9814.7  9568.2  9723.6 are issues with which Mr Toledo’s
Irish Republic  Punt 1.3059  1.3115  1.2887  0.9192  0.9326  0.9023  0.7876  0.7876  0.7876 .
Italy Lira 3210.51 3224.37 3168.33  2250.80 2292.80 2218.33  1936.27 1936.27 1936.27 government will have to grapple over the
Japan Yen 171.451 177.25  175.818  120.69  126.04  123.1 103.4 106.441 107.448 . . s
Kenya K. Shilling ~ 112.445 110.781 112.696  79.15 78.775  78.905  67.816  66.5255 68.8723 coming months. At this stage 1t 1s unclear
Korea South Won 1831.36 1823.27 1864.87  1289.10 1296.50 1305.70  1104.50 1094.89 1139.68 ini : :
Liberia Liberian $  1.4207  1.4063  1.4283 1 1 1 0.8568  0.8445  0.8729 how the new administration will seek to
Malaysia Ringgit 5.3985  5.344 5.4724 3.8 3.8 3.8 3.2558  3.2091  3.3168 imp]ement the new trading regime a]though
Myanmar Kyat 9.6346  9.6593  9.641 6.7818  6.8686  6.7502 57753 57692  5.9953 ’
Netherlands Guilder 3.654 3.6697  3.609 2.572 2.6095 2.5248  2.2037  2.2037  2.2037 there are rumours that the rules may soon
New Zealand  NZ$ 3.3474  3.4922  3.4989  2.3563 24832  2.4498  2.0189  2.0971  2.1383
Nigeria Naira 161.954 157.717 160.150  114.000 112.150 112.130  97.675 94.711  97.873 be relaxed to better reflect the state of
Papua NG Kina 4.454  4.6496 47933  3.1352  3.3063  3.3561 2.6862  2.7922  2.9294 , .
Philippines Peso 71.7784 74.3511 75.9829  50.525  52.87 53.2 43.29 44.6488  46.4357 deVelOpment of Peru’s processing sector
Poland Zloty 5.7005  5.885 6.0302  4.0126  4.1848  4.2221 3.438 3.534 3.6853 .
Portugal Escudo 332,417 333.852 328.050  233.989 237.397 229.687  200.482 200.482 200.482 and current market demand. As supplles of
Romania Leu 40711.6  41071.0 42065.5  28657.0 29205.0 292455  24553.3 24663.6 25707.6 :
Russia Rouble 41.3367 41.0724 41.8235  29.097  29.206  29.283  24.93 24.6645 25.5597 mahOgany from other South American
Singapore Singapore $ 2.5707 2.5704 2.6039 1.8095 1.8278 1.8232 1.5504 1.5436 1.5914 countries have become more restricted, the
Solomon Islands Simn. Is. §  7.5486  7.5324  7.6093 53135 53562  5.3277  4.5261 4.5233  4.6503 . ; : X
South Africa Rand 11.2409 11.5362 11.8037  7.9125  8.2033  8.2645 6.7795  6.9277  7.2136 international market for this species has
Spain Peseta 275.883 277.074 272.259  194.195 197.023 190.624  166.386 166.386 166.386 . R
Sweden Krona 15.019  15.4302 15.189 10.572  10.9722 10.6347  9.058 9.266 9.2825 become 1ncreas1ngly dependent on Peru.
Taiwan 47.5918 48.4752 49.174 335 34.47 34.95 28.703  29.1099 30.5061 .. s
Tanzania Shilling 1265.80 1250.20 1272.57  891.00  889.00  891.00  763.41  750.76  777.71 Decisions made by the Mr Toledo’s
Thailand Baht 64.7036 63.7827 654139 45545  45.355 458 39.023  38.3023 39.9765
Uganda New Shilling 2532.31 2411.81 2470.87  1782.50 1715.00 1730.00 1527.25 1448.32 1510.04 government over the next few months may
United Kingdom £ 1.0000  1.0000  1.0000  0.7039  0.7111  0.7002  0.6031  0.6005  0.6111 E
U.S.A us § 1.4207  1.4063  1.4283 1 1 1 0.8568  0.8445  0.8729 well have a major impact on the long'term
Venezuala Bolivar 1018.970 1012.190 1032.630 717.255 719.755 723.005 614.544 607.833 631.075 :
Vietnam Dong 20783.4 20901.8 21296.6  14629.5 14863.0 14911.0  12534.6 12551.8 13015.1 future of this trade.
Zimbabwe $ 78.2068  78.0497  79.1965 _ 5.05 55.5 55.45 47.167 _ 46.8699  48.3997
*Cameroon, CAR, Congo, Gabon & Cote d’lvoire
(© hardwoodmarkets.com Ltd 14 August 2001



South America

Brazil

Domestic problems

Brazilian shippers of tropical sawn lumber
report steady export demand for most
species. But interest rate rises and falling
domestic demand are creating problems for
the industry.

Mahogany production is underway during
the dry season, but the trade has been
plagued by bureaucratic problems.
Although mahogany is being shipped out
of Brazil, the major review of trade
documentation which began several months
ago following seizure of a large quantity of
illegally felled logs, has led to significant
delays. Export demand for mahogany
remains strong, particularly in the U.S., and
prices have firmed even further.

Brazil’s domestic market has a crucial bearing
on the health of the nation’s tropical
hardwood sector. Consumption of tropical
timber in Brazil is the highest in the world.
Sao Paulo alone consumes in the region of
5.5 million m3 per annum. Of timber extracted
in the Amazon between 86% and 90% is

used domestically.

Demand in Brazil was firm during the first
quarter of the year, but has now dipped as
economic uncertainties have mounted at
home and abroad. A combination of
economic problems in neighbouring
Argentina, Brazil’s own electricity
shortages, and political squabbling, have
undermined investor and consumer
confidence. Foreign direct investment has
been sliding and the real has weakened
despite interest-rate rises. Weakening
demand for exports, particularly in the U.S.
has undermined Brazilian manufacturing
activity. Brazil’s national debt is beginning
to weigh heavy again, contributing to high
levels of taxation and forcing the
government to announce that it would trim
1 billion reais ($405m) from public spending
this year.

Prices for tropical hardwoods on Brazil’s
domestic market have weakened as demand
has slowed and supplies increased during
the current dry season.

In June, a Presidential Decree created two
new National Forests in Amazonia: Arara-

Brazilian sawn lumber
Indicative prices

Jun J

May
Exchange rates
$/£ 1.42 1.41 1.43

US$/m3 C&F UK Port
Grade & size: FAS, width 6"+ avg 9-10”, length 6'+
avg 10-11’, air dried (AD) or kiln dried (KD)

Mahogany (Swietenia)

17-2” AD 1450 1490 1520
2.5"-3” AD 1470 1510 1540
17-2” KD 1520 1560 1620
2.5"-3" KD 1550 1590 1640
Virola

1”KD No.1 C&B

boards 380 380 380
strips 380 380 380
Cedro

1”-1.5" KD 725 725 725
2" KD 750 750 750
2.5"-3" KD 775 775 775

Mirim National Forest in Para state and
“Santa Rosa do Purus” National Forest in
Acre state. There are now 51 National Forests
in Brazil, with a total area of 15.5 million ha.
National forests are managed by IBAMA
on behalf of the public as permanent estates
for the sustainable production of forest
resources including timber.

Association Profile - STA - Malaysia

Members Approx 600

The Sarawak Timber Association (STA)
represents about 600 companies in logging,
forest plantation, timber trading and
industry, which are extensively involved in
hardwoods. The Association, based in
Kuching in Sarawak in East Malaysia, exists
to “promote, foster and enhance the
relationship between members of the
Association” and “to uphold their interests

meeting in any business which may be
beneficial to the Association.

Daily activities of the Secretariat include
services to the members as well as dealing
technical issues, such as research and
training, monitoring world markets,
coordinating trade delegations and
organising seminars. The Association also
takes a keen interest in environmental
matters and represents members in meetings
with government and other relevant

governed by its elected chairman and
Council members to, which the secretariat
is responsible.

For additional information contact:
Sarawak Timber Association
11 Floor, Wisma STA, 26 Jalan Datuk
Abang Abdul Rahim,
93450 Kuching, Sarawak, Malaysia
Tel (60 82) 332 222
Fax (60 82) 487 888 or 487 999

and well being”. It also seeks to protectthe  authorities on matters concerning policies Email sta@sta.org.my
timber trade in Sarawak and to “investand/  and procedures relating to forestry and the www.sta.org.my

or engage with the approval of the general  timber industry. The Board of STA is

Date Event Venue Target audience Contact

2001

24-29 FIM Valencia, Spain Furniture

Sept industry

4-5 Oct  ATIBT 50th Anniversary Forum FAO Headquarters Tropical forestry, ATIBT, Paris, Tel: +33 143 42 42 00

Rome

trade and industry

Fax: +33 1 43 42 55 22, www.atibt.com

1-3 Oct TroEicaI Forestry Research
in the New Millennium

Kuala Lumpur, Malaysia

Tropical forestry

www.frim.gov.my

25-26 American Hardwood Export Council Dublin Timber trade AHEC London, Tel (+44) 0207 626 4111
Oct European Convention Fax, (+44) 0207626 4222

5-10 Batimat Paris, France International www.batimat.com

Nov building industry

6-10 Maderalia Valencia, Spain Suppliers to the

Nov furniture industry

20-24 The Fifth Plywood and Tropical Timber Belem, Brazil Timber and contact WR Sao Paulo

Nov International Congress and Expo plywood trade email: wrsp@uol.com.br

(© hardwoodmarkets.com Ltd
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African market finely balanced
Supplies of most African hardwoods are
relatively restricted and demand has been
subdued. Production is constrained by the
rains and many mills have closed for
maintenance work. Gabon, where there are
reports of high stocks of okoume logs, is an
exception. European forward demand has
been quiet during the summer vacation
period. Nevertheless, most African shippers
seem in no hurry to offload stock and prices
are generally firm. Many forward contracts
are now being offered for November/
December shipment at the earliest, which
suggests that shippers’ order books are
reasonably full. Pages 2 & 3

Meranti’s lasting depression
European sales and prices for kiln dried
sawn lumber of dark red meranti/seraya re-
main depressed. Northern European import-
ers bought heavily in Malaysian sawn lum-
ber last year, and have been feeling the ef-
fects of over-stocking ever since. Market
prospects during the second half of the year
are uncertain. But it seems likely that, so
long as prices for Malaysian sawn lumber
remain reasonably stable — neither falling
further, nor rising too fast - demand will
gradually improve. There are already reports
that low prices, and some expectation of ris-
ing demand after the summer vacation, has
encouraged some European buyers to con-
tract for new shipments in the autumn, al-
though volumes are still limited. Page 4

Southsea log markets quiet

Weather conditions for logging in SE Asia
have been good. However weak demand,
particularly in Japan, has encouraged a
reduction in logging in Sarawak. Log stocks
in Sabah are also restricted due to continuing
delays in the issue of logging licenses. This
has resulted in supply shortages for many
mills in Sabah, and there continue to be
reports of closures. Logging operations in
Indonesia have been proceeding well so that
major plywood mills now have adequate
stocks oflogs. FOB prices for most Southsea
log species remain weak. Pages 4 & 5

Rising optimism in the U.S.

The US economy is not yet in the clear, but
continuing consumer confidence gives
reason for hope. Trading conditions for
American hardwoods are challenging, but
there is cautious optimism that a better
balance between supply and demand may
be emerging. Cut-backs in production have
meant that kiln dried markets in the US are
reasonably stable, although in some areas
supplies of green lumber are still well in

excess of demand. Page 6

Caution in Europe

There is some optimism that European buy-
ers of American hardwoods, who have re-
frained from building stocks for some time,
will begin to re-enter the market in Septem-
ber. However, without a more significant
shift in the euro-dollar exchange rate, buy-
ing is likely to remain cautious. Page 6

High stocks of European oak logs
On-going operations to recover storm-felled
logs left on the forest floor after the Decem-
ber 1999 storms have meant that Western
European sawmills and stave producers
have built up high stocks of logs. However
prices for high grade European oak lumber
remains firm. Page 11

Steamed beech prices weaken
French and German sawmills continue to
carry excess stocks of steamed beech pro-
duced from logs stored in irrigated yards
and prices have been softening, particularly
for lower grades. However, due to limited
availability of new season logs, prices for
unsteamed beech have been more stable and
are now significantly higher than prices for
steamed beech. Chinese demand for all
forms of beech remains subdued. Page 11

Eastern promise

The American Hardwood Export Council’s
(AHEC) South East Asia Convention, held
in Guangzhou in southern China during June,
demonstrated that, in this region at least,
there is tremendous potential to develop
new markets for hardwood. Pages 1,8 &9
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Falling tropical production

ITTO’s latest Annual Review indicates that
tropical log production and exports during
2000 continued at the low levels prevailing
since the Asian crises in 1998, despite last
year being a bouyant one for the interna-
tional hardwood trade. Pages 12 & 13

Mahogany prices rise even higher
Brazilian mahogany prices have continued
to rise this year as bureaucracy associated
with the trade has mounted. Controversial
regulations to increase value added produc-
tion in Peru are also affecting the supply of
mahogany this year. Domestic demand for
tropical hardwoods in Brazil was firm dur-
ing the 1st quarter of the year, but has now
dipped as economic uncertainties have
mounted. Pages 14 & 15

European hardwood review
EU-wide import data for 2000 reveals that:
BEU imports of nearly all hardwood products
were at high levels, reflecting the buoyancy
of the EU economy last year.

BThe long term decline in EU imports of
primary wood products from the tropics was
reversed — perhaps temporarily — last year.
mOf temperate hardwoods, EU imports of
oak were particularly strong - a response to
the fashion for oak in joinery and flooring.
B The USA dominated EU imports of
temperate hardwood sawn lumber during
2000, but the data confirms anecdotal
evidence of increasing competition for
American suppliers from Eastern Europe.
BEU hardwood veneer imports rose strongly
last year in response to solid growth in the
EU furniture sector, and the cost benefits of
using veneer over solid lumber in a wide
variety of applications.

BEU imports of added value products
increased dramatically last year — vivid
confirmation of increased overseas
competition for EU manufacturers, and of
the rapid trend towards relocation of

manufacturing to low cost locations.
Pages 10 & 11

August 2001



