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China Market
Outlook to 2035

New report by RTG & MG
scheduled for Feb. ’24:

- Trends in logs and
lumber imports by
exporting country

- China demand — will it
(or when?) rebound?

- Supply, demand, import
& price forecasts to 2035



Presentation Outline:
UN-ECE Region Sawn Softwood Trends & Outlook

1. Global Trends

2. Europe & Russian Federation :
3. North America UNECE/FAO Data Brief

4. Outlook sawn softwood 2023

Mr. Russ Taylor
— russtaylor@russtaylorglobal.com

Mr. Antti Koskinen
antti. koskinen@afry.com
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2021 to mid-2022 Dominated by the Global Pandemic
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« 2021 and 2022 a once-in-a-lifetime market!

* Since mid-2022, prices have trended towards normal,
but also “worse than normal” (over-supplied) ...

* ...and now especially poor prices & demand in 2023-Q4

as a result of:

Russia-Ukraine war

Inflation and high energy costs
High mortgage rates!

Lower consumer confidence
Slow down in China

Now the Israel-Hamas conflict

www.russtaylorglobal.com 4
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Huge sawn
softwood price $1,100
increases in 2021 & %
2022. 2 sauc
@ $700
-
- . $600
The big premium $500
gone for European i:gg

exporters sellingto ¢,

the USA vs. Europe. slgo
0
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Delivered Lumber Prices: Canadian W-SPF to Chicago
i & China, & Sweden Carcassing to UK

Delivered Lumber Prices: BC W-SPF 2x4 (Chicago)

I
|

Note: US prices before
8.05% import duties
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CONSUMPTION:
Global lumber

z

demand had been £,
slowing: =
2017: +4.0% =
2018: +1.0% 200
2019: -0.1%

2020: -3.0% =
2021: +2.3% 100
2022: -3.3% .
2023: ~-1.0%

2024: High? 0

www.russtaylorglobal.com

1. Global: Softwood Lumber Consumption Outlook to

Global Sawn Softwood Consumption
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Global: Softwood Lumber Production Outlook to 2025
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PRODUCTION: Global Sawn Softwood Production

When Europe is m Other

B
8

grouped as “one ? 350 B S.America/
region”, the next |5 200 | | Oceania

5 producers are: = II I Ill M Japan

« USA, Canada, 250 I"I" I II W China

 Russia, 200

« China & Japan - Russia/CIS
2020: -1.4% . - Canada
2021: +1.8%

2022: -5.0% 50 m USA
2023: ~-3.0% 0 B Europe

www.russtaylorglobal.com 9597990103 050709 11 131517 19 21 23 25 Source:FAO,RTG



Global Sawmill Competitiveness in 2023-H2
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Most UN-ECE countries are losing money in the sawmill business

due to weak demand, over-supply and soft prices, including:

* All European countries

 All of Canada;

* All of USA except parts of US South

Exceptions:

 US South - low log prices (since 2008) have allowed sawmills to
make considerable margins — until 2023-Q4 from low prices...

« Western Russia: The most profitable region in 2023-Q4!

www.russtaylorglobal.com 8



2. Europe Sawn Softwood: 2022 - 2024f
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 Consumption in the 16 “ISC” countries (75% of Europe total):

« 2022 =73.2 million m3; 2023 = 65.4 MM m3; 2024f = 63.2 MM m3
A drop of -10 million m3 (-14%) from 2022 to 2024.

« Largest: Germany (14.9 MM), UK (8.3 MM) & France (8.2 MM)

* Production in the 16 “ISC” countries (82% of Europe total):

« 2022 = 93.6 million m3; 2023 = 84.6 MM m3; 2024f = 83.1 MM m3
 Adrop of -10.5 million m3 (-11%) from 2022 to 2024.
 Largest: Germany (21.4 MM), Sweden (18.4 MM) & Finland

(10.1 MM)

 The forecast for 2024 is probably too high...

www.russtaylorglobal.com 9
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“Damaged” timber (beetles &
wind) accumulated in 5
Central European countries:

2015-2022: = 550 million m3
2023-2025 = 150 million m?
2015-2025 =700 million m3

Could end up being bigger
than the MPB outbreak in BC!

Timber harvest has been 20-
30% higher per year since
2018.

Half of the incremental
harvest has been exported to
China.

www.russtaylorglobal.com

Million m3
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Central Europe “Damaged” Timber: 700 million m3
i between 2015 & 2025 - creating lots of cheap sawlogs!

Central Europe: Damaged Timber

'D"-I-q:)

2015 2016 2017 2018 2019 20202021 2022 2023 2024 2025

>

Excludes Italy

mm Switzerland
Slovakia

I Austria

m Czech Rep

I Germany

8=/ ctual Harvest

Source:
Timber Online;
Soft & Hardwood
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Germany & Austria 2023:
production declines of
12% & 15%, respectively,
expected vs. 2022.
German estimated
demand for lumber in 2023
has seen a 20-25% y-o0-y
decrease in 2023.

Due to the lack of
construction starts,

demand is expected to fall
further in 2024

www.russtaylorglobal.com

& DeSH: German Wood Congress Nov. 2023 - Headlines
RV L0

SAWMILL INDUSTRY AUSTRIA & GERMANY
LUMBER PRODUCTION | 2016-2023

In million m?3

30
3 S
. 21.5M. m

15

Austria
: _-15%
10 -
]
8.6 M. m3
5
2016 2018 2020 2022 *2023

Source: Statistik Austria, Federal Statistical Office (Destatis), 14
*2023 estimate by the Holzkurier
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Russian exports to Europe go
to zero by end of 2022.

China, 3 “Stans” and Japan
are the largest export markets.

Russia: Sawn Softwood Exports

1 Exports to China: Sept 23 vs. 22: ¥1% g other

.. UK

® Finland
www.russtaylorglobal.com

Germany
M Egypt
M Estonia
M Japan
m Kazakhstan
Azerbaijan
W Uzbekistan
Hm China

22e Timber-Online; RTG

S hillion

Russia Federation: Sawn Softwood Export Trends

Russian Federation sawn softwood export
2021 - 2022 (billion $US)
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Source: UN Comtrade, 2023.
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3. U.S.: Monthly Housing Starts & R&R

. _ 1-Year Comparable US Store Sales: HD & Lowes
US new housmg_ starts: . ey
* Impacted by high mortgage rates. . ‘_ -t
* But existing homes too expensive. 30% |
* Represents 35% of US consumption . Home Depot
U Housing starts 2021: 1.60 Million 5~ o
2.4 = 2022 155 Mi"ion 102 Source: Company Reports
2023f: <1.4 Million ~ °*
Se— 2024f: ~1.4 Million o =
Under Building - - - Long- o
3 Term Avg. -10%
% otoolorotorolorotoaiorotoroiorot o olorot o otorotoaloroto
é L 16 17 18 19 20 21 22 23 23f
—snge  US repair & remodelling:
a Famil . . .
: W Was relatively flat in 2022 but slightly

FaaRy negative in 2023 & maybe 2024.
* Represents 40% of US consumption

13
Os 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 US Census
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US & Canada Softwood Lumber Consumption Trends

e US sawn softwood US & Canada Softwood Lumber Consumption ANillon m3, net
consumption growth -
has been flat to
negative since 2021. ¢

« 2020 pandemic kick- o
started US R&R & S 40
new home starts. s

* The rate of demand
growth in 2022 and 2
2023 is slowing. 1

« Slight growth
90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 24

expected in 2024 and e: COF|, WWPA, RTG
be/y.ﬁﬂdrglobal.com 2022: US = 85 million m3; Canada = ~11 million m3; No. America = 96 million m34
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US Import Duties on Canada lumber:
Reduced slightly in August 2023

] ] U.S. Import Duties on Canadian Lumber
 US import duties are assessed | 39%
annually as part of the review PRELIMINARY FINAL i
process. — ;
» US import duties are assessed ’,
annually as part of the review 20% | i
process.
* Duties: to 9% in late 2020.
15% m ADD
 To 18% at the end of 2021
* To 8.6% in August 2022 10% m CVD
* To 8.05% in August 2023 ‘ ‘ ‘ -
- Lower prices and huge deposits | 3% ' i ::L”:;‘ﬁ:
(~US $6.5 billion) should help I \
get both sides to start a 0% . ULLLLLLESLSARLIRER ARRDIARRIIARRRIARRDARRMARRLIRERLARERARRIARRLRRRDARRNIARR) - ST
negotiation process in 2024/25. 17 18 19 20 21 22 23 24 Commerce

www.russtaylorglobal.com 15



North American Softwood Lumber Production

agps US Soft d Lumber Producti
+  US South: 2018-2022: ~ 11 million m3 (7 . T Output <2.6% In 2023 -» &
- . . 11 P e N Milli
Billion Bf) of new capacity (60 Projects) & 111 Hivs 20221 gf0l s
35 i i :
o/ s . - nthl I 1 %6
* Only 50% increase in output so far! HH il
30 i 48
" |
Canada Softwood Lumber Production 25 ‘,.’ 40 mUS North
40 .
.F . 0utput -“11% in .'64 Million "22“ US West
. - 2023-H1 vs. 2022-H1| ., m3,net s
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« BC output peaked in 2005. Since then,
50+ sawmills have closed (mainly

90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 5““’* Eﬂﬂg s WWPA, from the MPB) = ~60(y° drop In OUtPUt
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 Pine beetle,

 Spruce beetle,

 Wildfires,

Many (gov’t) timber

policy initiatives:

* old growth
deferrals,

e caribou
protection,

* landscape plans,

« carbon capture,

* tenure transfers.

www.russtaylorglobal.com
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BC output declines.
Constrained output
in rest of Canada &
the US West.

Only the US South

can increase output.

Net: declining North

America production.

Steady imports and
reduced exports are
required to balance
supply with demand

www.russtaylorglobal.com
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US & Canada Softwood Lumber Production
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US Lumber Imports Flat since 2017

US Softwood Lumber Imports

Canada Million m3 Billion Bf
. 60 25.4
dominates US .
. 55 (L0 . 23.3
lmports, but ! | Canadalmports: m Other
50 2005 to 2023: Canada 2023-Sept vs. 21.2
M China
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market share . Exports to Us: -10 Billion, <ot 2022-sept: 9% 1,
has dropped 0 Bf or -16 million m3 K e
frOm 97% tO 3 J I !_!EE 4.8
82% in 2023 0 e - _- 2.7
YTD. : i
Europe = 14% ° ill s
and rising i ’
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M New Zealand
M Chile
Brazil
M Czech Rep
M Romania
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Source:
Timber-Online
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Europe’s share of US Lumber Imports Increasing

« Europeans led by Villion m3 US Softwood Offshore Lumber Imports Billion Bf - Nominal
Central Europe (beetle 70 44
logs) & Sweden, but ‘w —
slowing in 2023-H2. Egggpse 'T'”rts: B China
-Sept vs.
. 5.0 2022-Sept: +4% 3.2 mNew Zealand
« Brazil leads Southern , L el
Hemisphere imports. - | Bredl
B Czech Rep
3.0 1.9
Share of US imports I = Romanta
_ o 2.0 1.3 Austria
« Canada =82.0 OA; » Sweden
e Europe =14.0% 1.0 0.6 | m Germany
- Germany = 7.4% I I I I - o I I
- Sweden = 3.2% oo M ERENE 0.0
e S.Amer/NZ/Austr. = 3.0% 8383388538333 2323I22532R7NR ;; _ soce:
 Asia = 0.3% ~ oo

www.russtaylorglobal.com 20



A 2023 Summary and 2024 Outlook
NgE

« Europe: production (in the 16 “ISC” countries) lower in 2023 by 10%.

 Russia: sawn timber production and exports should be close to the
same pace in 2023 as in 2022.

 USA: The outlook for 2023 is for similar production levels to 2022 (led
by gains in US South to offset reductions in the US West region).

 Canada: sawn softwood output in 2023 is expected to be lower than
in 2022 by about 8-10%.

« 2024 Outlook:
 Europe — lower production & consumption in most countries.
« USA - “flat” demand should allow for “flat” production, perhaps

increasing in 2024-H2 from pent-up demand and lower mortgages.

 Canada — demand stable; declining production and exports.
 Russia — Western Russia vs. Siberia vs. RFE?

www.russtaylorglobal.com 21




Thank you

Russ Taylor

RUSS TAYLOR GLOBAL

Wood Business & Market Consulting
Vancouver, B.C., Canada

www.russtaylorglobal.com

San Marino, 20-23 November 2023
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