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Global softwood lumber markets are in flux with growing supply shortages. While current price
spikes are temporary, we expect permanently higher than normal prices for many years to
come. This report examines the forces driving tightness of global lumber markets, including the
demand outlook in the US and China, and supply potential from Europe and other regions —
including the outlook for European sawmill capacity, sawlog supply, and sawmill margins. It also
summarizes the implications of tighter lumber markets for all players in the value chain.
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Global softwood lumber demand
development by region.
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Global softwood lumber trade flows in
2020, largest importers and exporters.
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Questions the report helps answer

*  What demand and supply developments will shape
global lumber markets in the coming decade?

*  How will softwood lumber demand develop in the
US and China in the coming years?

*  Where will new lumber supply come from?

* What is Europe’s potential to produce and export
additional softwood lumber?

* How will tighter lumber markets impact forest
owners/investors, sawmills, pulp and panel makers?

*  What role will sawmill technology and product
innovation play?

Who the report is most relevant for

+ Sawmill owners / operators globally.

* Lumber buyers, including construction, packaging
and furniture manufacturers.

* Lumber traders and wholesalers.
+ Forest owners and investors globally.

* Pulp, panel and pellet industries using sawmill
residues.

» Suppliers of sawmill equipment and technology.

* Analysts, consultants, financial institutions and
industry associations.

New Focus Report series

Provide quick insights into hot topics shaping
the global forest industries today, in a format
that is easy to read and understand.

~6x per year, 60-80 pages in slide format
Affordable price, max USD 2000 per report

Recent reports: Russian log export ban,
European bioenergy demand-supply.

Example exhibits

Softwood lumber price development in key regions.

1. Global market overview - Pricing
Regional lumber prices usually track quite closely due to inter-
regional trade, but current spike is so far mainly in North America
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Softwood lumber prices in key regions; USD / m* Key take-aways

xx Country + Lumber markets are
Country mainly regional, but inter-
regional trade is enough to
X ensure that regional prices
are quite well interiinked.
+ Prices are currently spike
in North America, to levels
Country 2-3xhigher than average.
Country + Thisis sofar confined
Country mainly to North America,
Country butis starting to be feltin
eincs Europe, with higher prices
vy in Swedenand Germany.
+ Weanticipate a correction
in lumber prices n 2021
followed by a “new
normal” of higher than
0 usual prices for many
05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 years.
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Additional sawlog supply potential in Europe.

. Growing role of Eurapean exprs.— Sawag suply
Northern Europe has greatest potential to increase softwood
sawlog harvest, and diverse small producers throughout Europe
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dditional i ); Million m? Implications

+ Of the leading producers and exporters of

Group Region Countries Million m? Comments
Softwood lumber in Europe, countries in
Leading Northern Finland X Significant potential to increase Northern Europe have greatest pofential to
producers | Europe harvests, 10 utiize more of growth (NA)  increase sawlog harvest
Baliics x in forests available for wood supply. 2
Seedon - Germany and Czech Republic will reduce
& A harvest after bark beetle salvage — to maintain
Norway x log supply to mills in the region, likely to see
Conital ] ity Deciring harvestiater barkcbestls switch to net import and higher log prices.
East Europe X salvage, potentially reducing sawlog - Other key producers in Central/Eastem

Czech Rep. supply by as much as xx min m®

Europe are less impacted by the bark beetle
but are appear already close {o full harvest
potential.
« There are many countries throughout Europe
Unclear, but probably limited potential —  with relatively small sawmill industries, which
close to full potential harvest could increase harvest, e.g., Romania,
Slovenia, Slovakia, Ireland, Scotland.

Ukraine

Austria ‘ % Limited potential - close to full potential
Poland hares|

Belarus

Smaller Romaria, Slovenia, Slovakia, X Significant potential to increase harvests

producers | lIreland, Scotand to utiize more of NAI « Taken together, we estimate that near-term
(coming 5-10 years), Europe has potential to

Total N harvest x-y min m? more softwood sawiogs

than currently

European lumber cost drivers and future outlook.

5. Growing role of European exports — Sawmill costs
In balance, European lumber costs are likely to rise, as higher wood
costs are only partly offset by lower costs for ocean freight
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Typical cost structure, ~ Costdrivers  Outlook for cost development Key take-aways
European export lumber
Percent N §
00 O Exchange rates [ Current rates (EUR, SEK)are in middle of istoric range + Wood costs are likely
& to increase for
Transport costs likely to fall. There is currently a spike in global .
R—— 2 Oransport Containerized freight rates, which will lead to capacity expansion European sawmills,
P and lower rates. Europe-US rates are much higher than Europe- with higher lumber
China and have flown up in 2021 duct dh 0
Overheads & production and harves
Gradual improvement in labour cost efficiency with larger sawmill rates — possibly
Other direct Other production Eb'* scale; in Sweden over the last 20 years, average sawmill size has dampened by
(3] % aimost doubled, and labour productivity grown by 1.5% per year.

v 1.5% p N
Labour Energy efficiency also slowly improving with scale and technology. improved chip prices.

* Part of this will be
offset by lower
transport costs, from
current highs.

No significant change in yield expected in the coming 5 years but
constant for sawmills. New technology, such as full log scanning,
@ Ve ) can improve yield, but a focus on labour productivity can shit

focus from yield. There has been no significant improvement of
yield in European sawmills over the last 10 years

Wood costs « No significant change
expected near-term in
yield and other

productivity.

‘Sawiog prices are expected to rise with growing lumber production
and higher harvest rates. Chip prices are currently low, due to
increased supply, but are likely to increase as fiber industries

@ Selog and chip
ces (pulp, panels) expand capacity to ilize the additional material
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» 70-page report in easy-to read slide format
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