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Significant price falls are expected mall groups with
elements of moderate falls in grops IB and 3,
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The Ministry of Forestry, Myanin a Timber Enterprise has
kindly offered to provide average export prices realised in
Tender Sales held by the Enterprise.
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Hoppuston equivalent to 1.8 Cu. in. Teak 3-4th Grade for
sliced veneer. Teakgtade 1-4 forsawmiliing. SG. Grade 3 G"born LogPrices
3ft - 4ft 11" girth, other grades 5ft girth minimum.

PCp"" New G"tinea

Logexpotters in PNGarefticingthewor^f'marke^'^onditidns
since the early 1990's. The Thaibaht, the Philippine peso,
the Indonesian rupiah and the Malaysian ringgit Continue
to fall againstthe Us$, while the Singapore, Hong Kong
and SouthKorearicuirencieshaveweakened. The Japanese
yen has lost 46% of its value against the Us$ Since early
1995.

The provisional estimate of Us$126 Cu. in average export
price forthe sixmonthstoJuneha, snowbeen'revised down
to Us $124 perCu. in. This representsadecline of89/offom
the Us$135 recorded in the same period. in 1996. In the
monthofJunepricesfellagaintoaverageUS$118 and since
the end of June prices have fallen further to a reported
average of Us $115 currently. At this price level, and after
the exporttaxand other levies-and charges have-been paid,
producers are reporting that they can not cover their
L" 'd' foperating costs. Latest price indications for October

shipments are:
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The collap^e in the market, which began with difficulty in
sellingG^oup 3'and4 mix^d species shinmerits in'June, has
now spread to include all species and Groups. Producers
reportdifficulty in finding buyers for'single specie I, Group
I shipments. Demand for lower value~and grade logs is
none existent. The PNG F1A members report that there is
now in excess of 460,000 per. Cu. in of unsold logs in stock
piles aroundthe country. This represents over K40 million
in production costs and up to 1<. 25 million in lostexport tax

}payments.
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The trade in the'UK is reporting that, currently, the Dark
Red Meranti market is in chaos. There is considerable

concern in filetradethattheFareastemmarketmaycoliapse
completely in the UK. These are very worrying times-for
dietrade'becausethe maiketisstillvery Slack. Despite the
actthat builders merchants are doing quite well this is no
resulting'in any spin off for tropical timbers.
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International Tropical Timber Organization
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PTSaranaAgroraksaMandiriwillteamupwithPTlnhutani
V to jointly set up a wood panel processing factory with a
total investment ofRP265 billion (Us$80 million). The
joint venture will be 80% owned by PT Satana. .while the
remaining 20 % will be held by Inhutani.

The proposed factory will be located in the province of
Jambi, Sumatraandwillhaveanannualproductioncapacity
of 40,000 Cu. in ofLVL and 115,000 Cu. in of MDF. Plant
construction will begin early next year, with the LVL
production facility being built first.
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According to Indonesian import statistics, imports of items
for whichtariffreductionshavebeen madetotalledUS$ 33

million in 1996 and the Us supplied around one, third of
this. Usexportoflumbermouldingsandflooringsare likely
to increase.
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Report romJapam

As housing starts appear to be moving down below 1.4
million level, demand for wood products is declining.
Imports of logs and lumber are expected to drop in the
coming months. Stocks of some imported species are
expected to remain in heavy into next year.

So"theCSt/, siC"Log

Demand for plywood and sawmilllogs is slow. Some
Malaysianexporters areaggressive and are reducing prices
astheringgitweakensagainsttheUS dollar, however import
costs in Japan have not dropped much despite the recent
weakening yen. Plywoodmanufacturersare indicating that
they will notbuyatleastuntilsometiih^'in November. They
need logs at lower cost as plywood markets are dull

Sowtfoe"st/1st"" L"inber

The drop in demand for wide lumber has been significant,
however demand for S4S is steady. Under current
circumstances, both arrivals and consumption ate likely
remaining unchanged from lastyear. Consumers are buying
the better grades at lower prices first, lower quality products
are left in the hands of importers and wholesalers and this
could result in losses.

A1ric@"Logs

The problem of high demurrageat portsin Gabon'seemsto
have eased. Companies are reporting that the buying of
African logs forthe balance of the year has finished. The
price of Okoume at Us$240, .C and F is relatively higher
compared to logs from Sara\#alc.

my

Plywood

The combined supply of domestic and imported plywood
currently stands at 9.89 inil. cubic metres, only 0.7 percent
less than last year and analysts are saying there is an over
supply. Production by domestic mills stands at 4,501mil
cubic meters, down 3.1-percentftomthe lastyearwhile the
imports are 5,389 inil. cubic meters, up 1.4 percent. The
reduction in domestic production is unexpectedly slight. In
addition to imports from Indonesia, importsftom Malaysia
increased. Stocks are estimated-at 1.5 inil. cubic metres

some 2.05 times the average monthly consumption. There
are no signs of a recovery of the plywood markets asyet

FFqjectio" ofHo"singst"r's

Projection of housing starts for fiscal year of 1997 ending
31 March 1998 has been corrected downward by 50,000
units to 1.39 million units. This is 240,000 units less than
last year.
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t erNews From Japan

The BankofJapan squaderlysurveyofbusinesssentiment
indicates confidence intrieeconomyisweakerthanexpected
and hints conditions may get worse.

", in

CS

The survey shows manufacturers, both large and small,
predict conditions to worsen later in the year. The dismal
figures further reduced expectations for a change in the
BOJ's easy monetary policy. The official discountrate
has been kept at an all-time low of 0.5 percent since
September 1995.

Since 1993, Chinahaslowered customtariffsseveraltimes,
as a result, the custom tariffs have dropped by 6090 over
five years

The indexes for the retail and construction sectors were

especially depressing; retail was down 19 points and
construction down 10 points. Among smaller finns, the
diffusion index dropped 6 points for manufacturers to
negative 13, and 7points for non-manufacturerstonegative
18. The consumption tax increases, as wellas decreases in
public works spending and housing investment, have
affected major industries broadly.

The survey shows that finns in allfourindustrialcategories
saw their sales and current profits for fiscal 1997 revised
downward. Largemanufacturersrevisedtheircurrentprofit
forecast down by 1.6 percent on average from the June
tankan, to a 6.7 percent year-on-year growth.

Bamboo in the 21st Century

Bamboo is an important part of the world forest resource,
which includes more than 1200 species belonging to 72
genera, 80% of the bamboo species are found in Asia. The
total world bamboo resource has been estimated at 14

million ha in 1996, and the total value of trade in bamboo
has been estimated at about Us $5 billion.

China is rich in bamboo resources and has one third of the

total bamboo species in the world. The area, stock volume
and annual yield ranks first in the world. iris reported that
bamboo plantations of over 5 million inu ( I ha=15 inu )
have been established and more than 15 million inuoflow-

yield bamboo plantation was improved during the period
from 1991-1995. At present, the total bamboo plantation
in China is estimated at 66 million inu, increasing by 25%
since 1990. Armually, Chinaproduces 400 million bamboo
pieces, 11.8 million tons of mixed bamboo and 1.6 million
tonsofbambooshoot. The total valueofbambooproducts
amounts to about 12 billion yuan, of which the value of
processed bamboo products is more than 6.3 billion yuan
Export earnings are up to Us$ 400 million per year.

With few remaining options to stimulate private sector
demand, it has become more urgently necessary to
implement a series of taxrefomis, including areduction in
corporate tax and a review of the progressive income
taxation

China's forestry covers forest establishment and
management, logging and logtransportation, forest product
processing, non-wood forest products and forest tourism
Forest product processing is the largest industrial sector in
China's forestry. Now, China is the biggest invesiment
market in the world, and its forestry sectoris an investinent
areayetto be developed widely. The main forestry sectors
being promoted for foreign invesimentduringtheNinthFive
Plan period are as follows:

The State Council of China announced that import and .Introduction of high yield tree species, nursery
exporttariffswill be reduced. In thenextissuethechanges establishment and renovation of low yield forest
announced in import duties will be published -Development of wood based chemical products and

Report From China

Red"ced/inport Tnnff's

investment in Guangdong Province

A recentinvestment in forest plantationsand pulpandpaper
manufacturebytheShunHeGroupof Thailand ,in Shanwei,
Guandong province, is the largest foreign investment in
forestry inchina. Although some success hasbeenrecorded
in attracting overseas capital to forestry in China, this sector
is well behind other industrial sectors with respect to
overseasinvesiment accounting for lessthan I% of the total
foreign investments in China.

V01.2N0. 19 October 1997 10 Tropical Timber Marketlnfonnation
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sation of small'logs
velopment of wood based panels
p and pal>Grinanufactufe
ded value processing
minercialising specialty nonwood forest products
estry machine and forestry pesticide manufacture
estflowers and tourism

economic activities restricted for foreign investors
ude logging, sawmilling, paulownia logging and
essing, primary resinproductionaswellasdevelopment
utilisation of state protected rare plants.

I^ Ko"gSeptemberZ-997

CF

From Europe, all Update on themK

In 1996 furniture production in the United Kingdom
amounted to ECU 6.7 billion, continuing the positive trend
of recent years (+4.6% compared to 1995). Furniture
consumption was worth ECU 7.1 billion (+5% compared
to 1995). The balance of trade for the furniture sector in
the United Kingdom is negative, with imports exceeding
exports by ECU 4/1 million.

The UK production of components forthe furniture sector
in 1996 was worth ECU 155 million, accounting for 6.2%
of the total Europeanproduction. The UK is anetimporter
of semi-finished products for the furniture industry and
imports were worth ECU 130 million, while exportsjust
reached ECU 15 million
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European companies, as areSUIt, are looking for newoutlet
marketsfortheirproduction. The international trade figures
for the furniture sector in 1996 showed that the trend that

hademerged in the preceding twoyearscontinuedandwas,
in some cases, more marked. There was an obvious drop in
the trade flows within the European Union, and a sharp
increase in the flows from Eastern Europe to Gennany
There is a progressive increase also in the flows towards
Eastern Europe and Russia (especially from Italy and
Gennany) andproducersftom the FarEastaremakingtheir
entry into European markets. Scandinavia and the
Mediterranean countries are netexportersoffiimiturewhile
the rest of the European Union countries are basically net
importers.

In 1996thetop 50 furnitureproducingcompaniesinEurope
provided about18% of global production. Of these, 20were
Gennan, 8 Scandinavian, 7 French and 61talian. Again, in
terms of the concentration of supply, the situation is not
unifonn throughoutEurope. The greatest difference being
betweenthecountriesofSouthem Europewith an extremely
fragmented supply, and the other large countries with a
higher degree of concentration. The highest concentration
is in Germany, where over 25% of supply is in the handsof
the top ten companies.

Us Sawn Hardwood Exportsto Europe

Forthe first halfof 1997 there has been a marked increase

in exports of fullerican hardwoodsto Europeancountries-
with the exception of Austria- compared to the sameperiodOther News/FomE"rope
in 1996. According to the American Hardwood Export

In 1996 European furniture production amounted to ECU Council(Alll;C)the total volume of Us sawn hardwood
63 billion, down 1.6% at current prices compared to the exportsto Europe increased by 27%.

Scandinavia realized 9.39'0 of the total;previous year
Germany, Austria, Switzerland, Belgium and the In the first halfof 1997 Italy proved the biggest market in
Netherlands35.8%;France, the United Kingdomandlreland Europe for sawn hardwood from the Us, having absorbed
22.2%, and Italy, Spain, Portugal and Greece 32.6%. 106,360Cu. in, up by 17%.
Western Europe produces about 359'0 of the world's
furniture; by way of comparison the Us produces 20%, ExportstoGennany, oneofthemostimportantmarketsfor
while Japan, ranking third, controls a share of over 10% of American sawn hardwoods, achieved a 35%. increase in

volume, from 66,471 Cu. in in the firsthalfof1996 to 89,848the world production of furniture.
Cu. intriisyear. Spainregistered a 39% increase in volume,

The past decade has witnesses stationary demographic equatingt0 23,548 Cu. in.
trends and slow growth in the European economy, this
broughtaboutanendtotheboom mresidentialinvestments In all of Europe, cherry proved very successful during the
and, asaresult, adeclineinthepurchaseoffiimiture. Added first halfof1997. During the same period exports of white
to these structural factors, the policies forthereorganization oakimproved by 34,696Cu. in. On the basisofthesefigures
of national finances adopted by almost all European it is expected that 1997 American shipments of sawn
countries, in advance of EMU, have also affected family hardwoodsto the EU will exceed 800,000 Cu. in.
consumption.
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IIS Report

UsH", dwoodProd"ctio"""dPrices

Demand for North American Hardwoods is very strong.
Many of the larger sawmills have been investing in new and
updated equipment in order to become more efficient,
nevertheless supplies are stintiglit, leading to ever increasing
prices. The price index for Rough Hardwood Lumber
advanced by 8.5% during the past twelve months and is
standing close to its all-time peak. This, however, must be
seen in the proper historical perspective. Daring therecession
of the early 1990s, lumber experienced a lengthy period of
declining prices andthepresentupswing is, to alarge extent,
onlyarecoveryofearlierlosses. Formstance, currentprices
for RoughHardwoodLumberareonly2.5%higher than those
prevailing in January of 1995

Considering the healthy state of the American economy and
the continued strong demand for hardwood by end-users, it
is anticipated that prices will continuetheirupwardtrend for
the balance of 1997 and beyond. The all-important housing
marketis moving ahead at a fast pace. New home sales, so
farthis year are about 5% higher than during the same time
in 1996. For 1997 as a whole, they may reach the highest
level since 1978.

Kitchen cabinets sales during the first six months of this
year showed an increase of 9.6% overthe same period of
last year. The furniture industry is suffering from over-
capacity but the order backlog improved and the third
quarter looks promising.

Businessconditions in tiledjinension lumber industry have
improved substantially after two years of dismal
performance (mainly in the Appalachian region). Strong
order are coming in from domestic buyers. Prices of
dimension hardwood lumber advanced by 3.3% since
August 1996.

The overseasdemandforAmericanhardwoodsisalso good,
particularly for Hard Maple and White Oak. Exports should
reach record levelsthisyear. A potential problem is the rising
value of the Us dollar and the currency crisis in SE Asia.

Green lumber is in fairly tightsupply in the domestic market
andtheavailable stockhasanaboveaveragemoistercontent.
This foreshadows a looming shortage of dried lumber in the
monthstocome. Ifloggingconditionsarenotperfectduring
the coining winter, the lumber inventory will further dwindle,
adding more pressure to lumber prices.

In the wake of the strong housing activity, most markets for
hardwoods are performing well. Hardwood strip flooring
sales are verybrisk. The demand for green, Red Oak, White
Oak and Hard Maple is strong and the industry anticipates
shipping some 420 million board feet of flooring in 1997.
This does notinclude parquet, laminated and plank flooring
production. The manufacture of 420 million feet of strip
flooring requires about 560 million feet of rough lumber.
Littlechange in demand isexpected forthe immediate future.
However, ifprices for rough lumber increase further, and by
implication the prices of the finished products rise, then
industry may encountersome price resistanceand possibly a
declining demand.

Millwork/moulding plants are doing much better now
Prices of wood mouldings advanced by 3.4% between
August 1996 and August 1997. A concern is the strong
competitive pressure from non-conventional products,
made of other materials but hardwood

The general outlook for hardwood is good, nevertheless
thereare variations betweenthedifferentregions, quality
grades, thicknesses, and species. Generally speaking,
business conditions in the'N, orthem and Appalachian
regions are better than*elsewhere. Lumber inventories
are lowthr^I^I^Ii6^fill^'80untrybutthe availability of thick
stocks is better than for regular and thinner stocks.

filedemandfbrlow-gradelumberisverystrongandprices
are rising. A few years ago buyers were hard to find, but
now demand is outstripping supply by awide margin. In
asituationofscarcequality lumber, lower gladesarebeing
substituted forthe higher grades. This process has been
facilitated by better cutting technologies, making the use
of lower grades more feasible. The demandforlow-grade
lumber is likely to remain high this coining winter

Reference prices for lumber in selected producer regions

Prices for 1000board feet(MBF), linchthick, topquality

.
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Cherry prices dropped marginalIy in September. Demandof
all quality grades will probably increase during the last
quarter of this year and prices may again move higher. The
stronger demand is partially theresultofbuyers' substitution
of Cherry for other higher priced woods, such asWhiteHard
Maple.

The strong demand for Hard Maple - mainly from flooring
manufacturers-will likely continuefortheforeseeablefuture
and prices may start rising. Manufacturers are looking for
alternatives to Hard Maple but - so far - established
consumer preferences have prevented anysigiiificantchange
In usage

During the firsthalfofthisyear, demand for SoftMaplewas
overwhelming. While demandremainssteady, there ismore
Soft Maple now available and prices have stabilized. Ifthe
demand for white woods continues strong, we expectthat
the supply of Soft Maple will again tighten this winter and
modest price increases are likely.

,, qj^

Prices for Red Oak in the Northern and South^in 16^i6fis
were steady or even down a little dut. ing Augu'st^i'rid
September. Demand is now increasing frbm hardof 66d
flooring producers and other end-users. . Sup^liers'in!tilt,
Appalachian regions may benefitmost from the anticipated
increased demand. While more of the wood is now being
sawn, inventories of Red Oak are stilllow and prices may
soon start to rise

White Oat
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Appal@chic"s White Oak demand is steady and prices are stable. However
there are considerable differences in demand and price
movements for various quality grades and thicknesses, and
between various regions. Generally, prices in the Northern

Imports of Genuine Mahogany are down slightly from regions are finn, while they are somewhat weaker in the
lastyearaspricesftom South American suppliers are very Southern regions
finn. During September alone, there was a 3.2% price
advance for Genuine Mahogany. If the wet weather The demand for Walnut is relatively slow and nothing
resumes sooner than nomial, shipment volumes may fall indicates that a change is imminent
shortofdemand andpricesmaycontinuetomovesharply
higher. Prices for AfricanMahoganyaresomewhatlower
than for South American Mahogany and the wood is
gaining market share to the detriment of Genuine
Mahogany.

A noticeable increase in demand for Yellow Birch is

expected to continueand the supply will remaintight. The
price range for Yellow Birch will remain finn to slightly
higher during the next few months. Yellow birch is
sometimes used as a substitute for Hard Maple.

Us$1923"0c"c"ge
AD Us$1385"0chm, ge
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Australia Dollar 13715

Austria Schilling 12.506

Belgium Franc 36,628

Bolivia Bolivian0 5.3

Brazil 10963Real

Cambodia 2850Riel

Cameroon CF. A. Franc 596.98

Canada Dollar 1375

Central African Republic CF. A. Franc 596.98
China Yuan 82849

Colombia Peso 1243.75

Congo DR NewZaire 117500

Congo, People's Rep. CF. A. Franc 596.98

Cote d'Ivoire CF. A. Franc 596.98

Denmark Krone 67665

Ecuador SIIcre 4 150.5

Egypt 3.4Pound

Ftii Dollar 14637

Finland 5 .329Markka

59698FrancFrance

Gabon CF. A. Franc 596.98

Germany Mark 17773

2226Ghana Cedi

280.72Greece Drachma

Dollar 142.8Guyana

Honduras, Rep Lempira 13.385

36.17RupeeIndia

World Value of the Us Dollar 6th October 1997

Indonesia

Ireland

Italy

Japan

Korea, Rep. of
Liberia

Malaysia

Myanmar

Nepal
Netherlands

New Zealand

Norway
Panama

Papua NewGuinea
Peru

Philippines

Portugal
Russian Fed

Spain
Sweden

Switzerland

T hailand

Togo, Rep.

Trinadad and To bago

United Kingdom
Venezuala

EU

Rupiah
Punt

Lira

Yen

Won

Dollar

Ringgit

Kyat

Rupee
Guilder

NZ Dollar

Krone

Balboa

Kina

New Sol

Peso

ESCudo

Ruble

Pesata

Krona

Franc

Baht

CF. A. Fran

Dollar

Pound

Bolivar
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0,6935
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International Tropical Timber Organization

,

This Market Service can be accessed on the ITTO Internet Home Page at

http://WWW. in0.0r. ip

It is also freely available by E-mail.
To be included on our E-mail mailing list please send your E-mail address to:

injadams@iteo. or. ip or itto@mail. itto-umet. ocn. "e. ip
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