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Except for a I^w selected species the outlook is extremely
serious. In many cases there are no enquiries. Many
companies have decided to cut back or suspend operations.

DSS f f @

0389s !I

Inter"adornal Tropical Timber Organization (litO)
Pacifico-Yokohama 1-1-Innnato-mint, Nishi. km, Yokohama 220 JA:PAN

Tat (8145) 223-1110 Fax: (81.45) 223.1111 e. nail, injada", s@inc. onp

,,

Caner@@" Log Prices

,,

,,

nod11.11
"'in"'1, .,,
$43'"^'fill
s^,"!!:full
si, ,i, all

FOB

N'Gol!@"

^yo, ,s
Scpele
rro*@

"



International-Tropical Timber Organization

My""incr

H

ale

us

G

G

08

G

111,
G

@64

Hoppuston equivalent to 1.8 Cu. in. Teak 3-4th Grade for
sliced veneer.

Teak grade I-4 for sawmilling. SG Grade 3 3ft - 4ft 11"
girth, other grades 5ft girth minimum.
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should not be rushed into saying some importantissues had
to be studied before its implementation. Topping the list is
the credibility of the National Timber Certification Council
0'1TCC) in the eyes of the timber buyersand a potentially
high cost.

me

Report/romM"Icysi"

The Malaysian Ministry of Primary Industries hasindicated
that it intends to. scale up forest plantation development,
largely through incentives for the private sector. Of
Malaysia's 14.28 million hectares of Permanent Forest
Estates, only 1'90,000 hectares are covered by forest
plantations. . A 1996 survey indicated the availability of
more than I, m illion hectares of idle stateland outside forest

reserves in Peninsula Malaysia which could be developed
for forest plantation.

Br@zil

.

Oa

Sawnwood volumes to Asiaare dropping. Buyersaretrying
to secure price reductions but it is unlikely producers can
go down anyfurther. The Us marketforPine, clearblocks
and mouldings has weakened. Some producers servicing
this marketarereportingfinancialdifficultiesand most have
cut back production. The South Korean market for pine
edge glued panels has apparently collapsed and in Japan,
where there is a growing interest in Brazilian pine some
importers are reporting problems with specification of
shipments.
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The Malaysian National Forestry Council(MNFC) has
decided to set up a timber certification council but the
MalaysianTimberOrganization cautionsthatits formation
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Orders for sawn Abura lumber are being negotiated atprices
of aroundDM850 perCu. in FOB
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Today Ghanahas, 40'sI-icers in op^ration and it is likely that
another 3 will be installed by year Grid. Some plants are
trying new species, espec;ially the paler coloured woods.
One company has shipped an 8,000 sq:in trialshipment of
Homoa klaineana at DM0.70 per Sq. in FOB.
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Producers expectations of an improvement in exports for
1997 have hot'been fulfilled. i'he only postive market
development has been seen in the Caribbean markets.
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Domestic Plywood 'rices
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Domestic marketpric6'shave dropped in the lastweeks and
produt:ers are notexpectinganyshorttenn recovery. Prices
have been dropping, not because qf a fall in demand, but
rather because*production has increased in the Amazon
because of favorable, weather allowing logging.ecauseo ^vora e, wea era owing oggii!g.
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Other Panel Prodi!ct Pr'ces

B catl

The market for MDF continues to strengthen with imports
stillat ahigh leveldespite the coining onstream of the local
mill. Particleboard is slow moving and stocks are rising
fast
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Some suppliers of spares and anGillaries are also resorting
to quoting in foreign currency. As awhole it was observed
that therehasbeenageneralrise initiecostsoflocalsupplies
ranging from 5 to 15 % depending on the products. Overseas
buyers are taking the opportunity topress for a lower prices
from the local producers citing the eXchange gain as the
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Overall, the manufacturers are giving in to the demands of
the buyers. As a result pricing is very mixed and there
seems to be no general trend on the pricing. This could
also be attributed to the current generally weak market for
manufactured timber products. Formstance atypical chair,
priortothepjesentcurrencycrisis, fetched Us$20perpiece,
it is currently sold at around Us $18.
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Consumer's Report

ReportFrom China

Since the beginning of 1997, the plywood marketin China
has been very stable as the market price of imported
plywood, mainly from Indonesia, haskeptwithinthe range
of 40-46 yuan perpiece; This marketsituation is changing
for several reasons

First, the international market price has been changed. On
September 13, Chainnan of the Hong Kong branch of the
Indonesian plywood association declared that the export
price of3-min plywood would be reduced to Us$ 365 per
cubic meter from original Us$ 460 per cubic meter. This
was largely in response to the appreciating dollar and the
falling Rupiah. This change means that the price of
Indonesian plywood will be reduced by 7 yuan per piece
This price reduction is the firstin the pasttwo years'

Second, the importdutyonplywoodhasbeenreducedftom
20% to 15%. This tax change will cut a further 1.35 yuan
off the price of a sheet of plywood. These changes will
affect domestic plywood production and the market in
China

DomesticM@",!fact"rers

It is forecast by analysts in China that both the domestic
spot market and futures market in China will be greatly
affected. The smuggling of plywood into Chinais amayor
problem and the impact of this "duty free' supply and the
reduction in exporters prices has shaken the market. The
average price of plywood from Indonesia in the marketis
only 40-41 yuan per piece, a price influenced by the
smuggled products and the regularly imported product (
withoutthe effect of smuggled plywood it is felt by some
that the price on the marketcould be as high as Soyiian per
sheet). In the short term it is thought by analysts in China
that the smuggling of plywood will continue and this will
hold the prices down.

Domesticplywoodmanufacturewillbeaffectedbytheprice
changes. At present domestic manufacturers have around
509'0 of the market. A sizable reduction in international

plywood prices will considerably increase competition
between domestically manufactured andimportedplywood

Chinesemanufacturersdependentonimportedlogswillalso
be affected. As log supplies become more difficult and
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Commodity Code

4403

440349}O

44039910
44039920
44039930

4408

4408/010

4408/090
44083110
44083190
44083910
44083990
44089010

44089090

4410

44/01/0@

44i01900
44/09000

4411

4411/100

4411/900

44/12/0@
44/12900

44113100
44/13900
44119100

44119900

4412

4412/300

Commodity

Log

Teak

N@" ink iphoebe)
Camphor Iyood
Roseivood

Veneer

Cony^rowsi, e"eer sheers
Other eon!I^rows veneer
Itheer sheers or'Dork Red merunii. eie.
01her of DarkRedmer@", i, ate
Pe"eer sheets of other Irupic@! limber
Other ironical limber veneer
Other non-coniferoksjbci'"g veneer

01her noh-coniferON$ veneer
Partialeboard

Woodp@rite!ebo@rd @"of OSB
Other Ingodpqr!teleboord
Similar woodp@Fileleboord
Fibreboard

Unprocessed o7.1bcing hardi"nodjiberboord

Processed onbeing hard, cood/ibe, bogrd
U"processed onbeing wood MDF
Processed on being IPOod MDF
Unprocessed o77bcingsqii, neodjiberbo@rd
Processed on;Icing soyi wood. /16erbo@rd
Other, ,"processed onad"givoodj;berbo@rd

Other processed OFFiei"g TPOod. /Iberbo@rd
plywood

Veneeredply. I'Dod@I least with one lace of!he
lis, ed fropic@I limber

Veneeredpfy^IPOod at least lullh one
non"'"!I^, ousjb, g

01her veneeredp6, wood
Other plywood coaling veneer grid similar

MMIti-14erpfy^IPOod@Ile@$!IPith one Pro^Co";I^FOMs
lace grid onejbce @1the listed tropical limber

01herply^1,004 coating veneer and similar multi-layer
plyi"o0d at legs, with one non-co"jibrousjbce grid one
jhce of, cood parched board

Other ply\"o04 coaling veneer and simi!CF MMI^i-^Ier
plywood at least I'llh one nori-con!jaro"s lace

01herpfy, 1,004 coating veneer and simil@r multi-layer ply, "o0d
at legs! with onejbce dike listed 170pic@filmber

Other plywood. coaling veneer and similar multi-layer ply, "o0d
at legs, with one, foee of Iyoodp@Iched board

Unlisted plyi, o04 coating veneer grid similar in"in-!ayerpdy, wood

Wood Products for Construction

Wood, vindoi, , ground I'mdin" grid theirji@me

Wood door dind itsIi. dine @"d doorsi\

Woodjioori"gsir!p
Woodjbrm IPOrk
Tiling grid ho"se-constructing board

Other woodprodz, o151br co"sty"elion

Import Tariff Ch""ges in Citing

Previous Tariff Rate

%

6.0

6.0

6.0
6.0

4412/400

4412/900
44122200

New Tariff Rate

12.0

12.0
12.0

12.0
12.0

12.0
12.0

12.0

44122300

910

44/22900

2

2

2
2

44129200

44129300

44/29900

4418

44/8/@00

44182000

44183000

44184000
44J85000

44189000

22.0

22.0

22.0

10

8

8

8

8

8
8

8

22.0

22.0

22.0

22.0

22.0
22.0
220

22.0

18

18

18
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12
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expensive to source ,local plywood mills will have to seek
outnewsources. Some Chinese manufactures have begun
to import Okume from Africa as the raw material for
plywood. Arthe end of the first quarter of 1997 and into
early summer the market suffered a shortage of locally
produced plywood because of a delay in the arrival of
Okume logs from Africa. However, in the second halfof
the yearthis situation was overcome as the bulk of the log
orders were fulfilled. In the second halfyear the market
quietened andthis, alongwithasudden surge in logarrivals
and production, caused stocks to accumulate especially in
Shanghai and Jiangsu, in eastern China
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The economy in Japan has been retreating steadily
prompting the govenmie!!tto introduce measures to help
recover economy. A reduction minxforhousebuyers and
a reduction in loan. rates by. 0.1 percent To 3 percent has
been introduced. 'However, it is very likely that the housing
starts forthe yearwould be below 14 million, which casts
shadowsoverconsiniction, housing, and building materials
industries.

Amariageroftheforestproducts divisionofalarge importer
recently said, "We wantto go through this fiscal year (that
ends 31 March 1998) as soon as possible". During the first
halfofthe outstanding fiscal yearthatended 30 September,
the company suffered from huge losses.

Some builders have corrected their projection for the
housing starts for this year to 1.35-1.39 million from the
previous projection of 142-1.45 million. his forecastthat
the housing starts willstay low or even go down further

The causes of the recession are said to be the result of a

combination offactors . Araise in consumption taras of I
April discouraged household spending. A temporary
income tax reduction implemented last year was over.
Medical fees have been raised. Alithis has led people to
feeltheir disposable income has been reduced

Markets forthe forest products and building materials are
slow. Sales are down 20 to 30 percent. Financing is
becoming a problem, leading to more bankruptcies
According to a largecreditreference institute, bankruptcies
during the period Aprilto September totaled 7,988.

PlywoodProd ctio"Do in

Plywood production in August a!mounted to 358,000 Cu. in,
which is 12 percentless than July this year. Production of

Tropical Timber Marketlnfonnation
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I e ationalTropicalTim. erOrgaiiization

plywood above 12 min thicknessis down 13 percent, 3 to 6
mindown 7.0percent, and lessthan 3 min down 11 percent.
U"cert"t"tyii" the Markets

Plywood markets remained in confusion and the usual
autumn demand is notthere this year. Businesses are
reporting that sales are limited to small volumes at a time
Sales of half-inchplywood, an indexitem, is slowas housing
starts are dull and public works are reduced
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For the first halfof 1997 sales are some 6% up on 1996

Changes in Gennan Timber Sales Jan-June 1997

Sawnwood +4.9%

Planed Products +4.0%

+4.2%Woodbased Panels

Garden Furniture +8.7%

WoodenFlooring +10.3%

BuildersWoodwork -4.1%

Coinp@"yNewsfrom Germ""y

A1no of Pfullendoff, the German kitchen furniture
manufacturer, is to investDM14 million in the construction

of a bathroom furniture factory in Brilon. The company is
planning to startsellingbathrbom filmitiir6from'the second
quarter of 1998, thus je-entering this market:

Rauchl\{Ubelwerke, the Gennan'furnitureproducer16cated
in Freudenberg, has completed the extension of its factory

87

nC
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International Tropical Timber Organization

to 17,000 square metres. The investrnent was worniDM
50 million. Rauch, which ^xports about 25% of its
production, has a workforce of 1,700.

Europa umbel(of Sankt Augustin) and Regent Mobel
Groeinkauf (of Gelsenkirchen), both Gemian purchasing
associations, havesignedanagreementto implement-ajoint
purchasemanagementscheme. Thenewpurchasingalnanice
willserve 400 medium-sized furniture retailers with 1,000
outlets.
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Other"ewsfromE"rope

Nicoletti, the Italianupholsteredfiimituremanufacturer, will
invest L 50 billion in the construction of a new factory in
Matera. Thenewplant. (100,000 squaremetres) will employ
400people andwill, be equipped with high-tech machinery.
The company's aim with this investment is to reach L 300
billion of sales by the year 2000.

TVilum, the ina, jor Danish furniture group, is expanding
The company recently acquired the furniture activities of
ILLJIndustri, including ScanbirkMobelfabrikand Fovling
Mobelfabrik. Twilum's aim with the acquisitions is to
strenghten its position on the global market for DIY
furniture. Group'stumoverafterthetakeoverisaroundDKr
1.7 billion

Spanish furniture exports registered a 23.8% increase in
the firstsixmonthsof1997comparedtothesameperiodof
1996, to Pta 94,168 billion. Imports grew by 17.9% to Pts
44,254billion. Spanish exportsaremainlydirectedtowards
France, Gennany, the UK ^lid-Pqrtugal, while Russia is
becoming one of. the most important markets. for Spanish
furniture
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Ikea is planning to open another store in Pratteln Switzerland Species Exported
by autumn 1999. The new store should have a surface of
12,000-15,000 cubic metres and will employ 140 people. The top four export species - ranked in declinin order -

are: Red Oak, White Oak, Hard Maple, and Western Red
IIS Report Alder, each one with export volumes in excess of I 00

million board feet. None of the other export species
reaches quantities over 100 million board foet.Us E. :I'Dorts of HardwoodL"", ber andLo s

The export market for American hardwood lumber, in volume
terms, is relatively small in comparison to the domestic
consumption. However, as export lumber is generally of a
better quality and thus relatively highly priced (presently in
excess ofUS$1000 perMBF), theyalue ofhardwood lumber
exports accoiints for a significant share of overall hardwood
lumber production in the United States.

Since the inid 1980s, hardwood exports have risen from 495
million board foet to last year's record level of some I. 05
billion board feet. For 1997, it is anticipated that exports of
Us hardwood lumber will reach an all-time record of 1.21

billion board feet, representing an increase of 15.2% over
1996. Exports of hardwood lumber have been the savior of
hardwood producers over the past ten years. Even hardwood
mills not directly involved in exporting lumber or logs have
benefited from the growth of export markets.
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In value terms, the growth is even more spectacular. Prices
for hardwood lumber have been on the increase for several

years. Hardwood lumber export in 1996 stood at Us$ I. 19
billion, and for this year, it is expected that an increase of
19% will push export values to Us$ 1.42 billion.

The strong export market coincides with a strong domestic
demand for hardwood. Manufacturers producing pallets,
flooring, kitchen cabinets, and furniture, as well as distribution
yards are all experiencing improved sales compared to last
year. It appears that this good business climate will continue
for the foreseeable future.

o

1992

Between 1994 and 1996, almost every major species
exported has seen increases in volume with the exception
of steady exports of Red Oak and Ash and falling exports
of Walnut. Hard Maple exports have increased the most.
Incidentally, the domestic demand for Hard Maple has
also grown substantially.

So far this year has again seen a very good export
performance for most species. Cherry and Poplar are the
leading gamers in shipment volume. Their growth is likely
to be in the 25% range for 1997 as a whole Beech, Hard
Maple, and Pecani/Hickory are also expected to record
volume increases in excess of 20%. TradingPartners
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The in a, 10r Us trading partner for hardwoods remains In addition to hardwood lumber* the Us is exporting
Canada, which is by far the largest purchaser of Us hardwood logs. In comparison to export lumber volumes,
hardwood lumber. Benefiting from a strong economy, log exports are very small amounting to the equivalent of
shipments to Canada are anticipated to increase in excess some 250 million board feetin 1997. However, the growth

path of log exports has also been equally steep as for lumber.of 15%in 1997.

The 1997 export log volume is some 20% above the 1996
Exports to many European destinations are also growing volume. In earlier years, log exports were confined to high
at double digit rates. This is surprising in light of the quality veneer logs, but in recent years an increasing volume
sluggish state of the European economies. Exports to of sawlogs are being exported.
Germany may even grow in excess of 20% this year. Italy
will be up by an estimated 9910 which is also somewhat of Canada buys almost two-thirds of the total jog exports from
a surprise to many. Other leading importing countries the Us, followed by Japan - as a distant second - with a
include Japan which is up 10% and Hong Kong up 35%. share of approximately 12%. Most of the logs imported into

Canada originate from the state of New York and the New
England region.

Us Hardwood Lumber Exports by Destination

Other

42%

F"I"re Developments

With exports being an integral part of overall hardwood
lumber sales, future developments in overseas markets
must be closely watched. Any decline in export sales will
push more lumber on the North American markets and
this would inevitably lead to lumber surpluses and price
reductions.

Taiwan

7%

Canada

34%

The Japanese and most European economies are still slow.
However, continued low interest rates in Japan, and
significant declines in interest rates in continental Europe,
will facilitate the recovery. Economic conditions for most
of the 24 0ECD countries, which includes all of Europe
and Japan, is expected to improve in 1997 and 1998.
Average growth is expected to reach 39'0 in 1997 versus
2.5% in 1996. In non-OECD countries, growth should
remain robust

Japan
to%

One problem for many overseas buyers is the continued
strength of the Us dollar, which is expected to remain at
about presentlevels in the near future. The health of many
currencies in South East Asia is also a concern.
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This Market Service can be accessed on the ITTO Internet Home Page at:

http://WWW. itto. or. 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@itto. or. ip or itto@,"all. itto-umet. oc"."e, ip
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