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Malaysia

Japanese buyers are reporting that log supplies are tight in
Sarawak as a result of the combined effects of the rain
season, the New Yearholidays and active buying from India
It is reported that exporters are looking for a Us $5-10
increase in prices and that this is being strongly contested
by buyers who are looking for prices quoted in dollars to be
reduced to off-set the rapid appreciation of the dollar against
the Yen
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inland clearing andforestconversionprojectswhichwould
boostthe output of logs.
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Export demand, especially in the UK, is still high butthe
local supply position is gloomy with logs in short supply,
log prices remain unchanged, however. Renewal of the
timber property marks usually takes place in January but it
has been delayed and is not expected to be completed until
the end of February.
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Brazil

IthasbeenamouncedthatBrazilianexportsofsawntimber,
veneer and plywood dropped by 209'0 lastyear. Producers
are blaming the strong Real and high production costs for
exports. These factors may have contributed to the decline
but alsoastrongerdomesticdemandforwoodproductshas
played an importantrole.

Report^, omr"domesin

Export volumes and prices, continue at the same level as
Log production for 1996 is reported at almost 24 million during January. More and more exporters are looking to

Cu. in, registering adecreaseofabout5 %compared to 1995 the Asian market. Apparently there is interest in several
Revenue from the reforestation levy and forest royalties in products, including loweradepine sawnwood(construction)
1996 totaled Us$ 610 million.

tropical sawnwood (particularly LKS), edge glued pine
panels and furniture.

The Forestry Ministry is predicting total earnings would
increase by about 10 % in 1997 due to a projected increase
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Domestic Sawnwood Prices

ReportfromBr"atI

The domestic market is becoming active as the holiday
period(andcamival)comes to an end. Economic indicators
are strong and government refonns are back on track, the
prospects are good for 1997.

Some companies, especially the furniture industry based
on pine from plantations, are facing supply shortages at the
moment. Higher grades of pine sawnwood (KD) are not
available in sufficient volumes and this is putting some
pressure on prices. Some millers are investing in new
processing plantto meetthe demand

Generally speaking domestic prices are stable, in spite of
the high demand for some products and low inventories in
the north due to rain season.
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The high costofallbuildingmaterials, aswellasthe sluggish
state of the economy, is affecting the construction industry
badly and this has affected domestic timbersales
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S"win timber

Domestic coinstr"ctio" material
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Plywood and Veneers

International Prices

rindo"coi"" Plywood

Plywood exports in 1996 reached Us$4.73 billion, an
increase of nearly 20 % over 1995 exports of around
Us$3.95 billion. Japan represented the most important
market for Indonesian plywood exports. The industry is
confident that 1997 will even be better than last year. A
brightfuture is indicated, by January 1997plywoodexports
to Japan amounted to about 330,000 Cu. in, where
traditionally the figure is around 200,000 Cum.
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The Japanese have designated PT Mumangung Lestari in
Jakartaas another Foreign Testing Organisation (FTO) for
plywood. The expansion ofFTO'sis in line with Japanese
policies towards deregulation and housing costreductions.
PT Mutuagting Lestariis engaged in the inspection and
quality certification of plywood and has test facilities in
Jakartaand Samarindaandcannow issueJAS marks. This

is the fifth FTO for plywood.
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No prices changes have been reported.
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Brazili"" Plywood""d reineer

Domestic demand -for veneer and. plywood are relatively
constant. Malaysian companies continue to visit Brazil
looking formvestmentoppOrtunities. Negotiations involve
mainly plywood millslocated in Belem and Manaus.
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Trading companies illJapan importing Malaysiai!. plywood
are concerned that theTinarketwillresistthe price increases
being sought. by exporters.
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Demand for reconstituted panels is high. Imports of
particleboard and MDF are continuing to expand. Also,
expansion of local production is under sindy.
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F"rinit"re

Recent statistics indicate that 1996 exports of Malaysian
furniture topped Us$ 930 million compared to about Us$
800million in 1995. The wooden furnituresectoraccounted

for about85 %of the total exports, oraboutUS$ 790million.
Of this amount, woodenfumiture madefrom Rubberwood
accounted formorethan Us$ 630 million ormore than 80

9'0 of the of the total wooden furniture exports.

The demand for the Malaysian wooden furniture was
relatively weak for December 1996 and January this year
but it is projected that shipments will pick up from
March onwards. In 1997, the industry is confident that the
wooden furniture exports will exceed the Us$ 900 million
mark
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Stronghousing invesiment, with housing startsatan annual
rate of 1.6 million units, and the implementation of the
economicstimuluspackageannounced in September 1995,
the largest ever, also played a matjor role in improving
sentiment.

However the economicrecoveryfailedtoshowthestrength
that was originally expected. Inventory adjustments, which
were expected to end in the spring were instead prolonged.
The financial marketspresentedan entirely differentpicture
with the arrival of automn. When the Bank of Japan's
tankan, released at the end of August, confinned the view
that the businessmoodwasnotimproving, themarkettook
a downturn and stock prices began to drop. The outlook
forthe Japanese economy has again become uncertain.

The economic recovery lacks strength because the private
sector, which could actasthe engine of growth, has notyet
achieved sufficientstructuraladjustrnenttoenable it to drive
an economic recovery. The corporate environment is not
encouraging companies to expandtheiroperations, asseen
in the unprecedented declines in retunion assets. A look at
the household sector also shows that, with corporations'
wagebillsremainingatahiglilevel, the jobpicture is dismal
whiledIe incomegrowth is stagnant. Asaresult, bothcapital
investment and personal consumption, the two main
componentsofdomesticprivate-sectordemand, are stilllow.

,ID;@ionlt1997

Analystsreportthatthe economy in 1997 will depend to a
large extent on the progress of structural adjustinent andtoCons" er'sR p rt
whether this structural adjustment will impact quickly,
creating an environment that is conducive to a recovery of
domestic private-sector demand.ReportlE'rom Japan

The household sectorshowslittle promise. With declining
OutlookfortheJapanese Economy in 1997 corporate profits foreseen for the time being, no big

improvement can beexpected meinploymentorhousehold
For the Japanese economy, 1996 was a year of income. Moreover, household will be hit by a heavier tax
disappointment. Hopes for a recovery, which appeared burden from A rjl as the consum tion tax rate will be
possible at the beginning of the year, were unfulfilled. A increased and the special income tax reduction will be
series of fiscal and monetary measures scored some discontinued. Under theseconditions personal consumption
successes in the first half of the year, and the corrective calmotbeexpectedtoleadtheeconomyforward. Moreover,
depreciation of the Yen benefited the economy. Early in housing investment, which has been growing vigorously,
the year sentiment, on both the business and consumer will be affected negatively. Analysts forecastthatthe road
levels, brightened somewhat. Supported by improved forthe Japanese economy in 1997 will not be smooth and
corporate performance, business investment in plant and that here is unlikely to be enough pace to the adjusinient
equipment traced a moderate upward path, and personal process to allow it to gather sufficient momentum for an
consumption also moved higher. The threat of serious self-driven recovery.
unemployment, which once gripped the nation, appeared
to recede.
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Other News/romJ"PC"

The continued fallinthevalue of the Yen is having aserious
impact on import costs.

Exporter prices to Japan have risen. The rain season has
slowed logging in Sarawak and this, coupled with the
growing domestic log consumption, has caused shortages
and price increases. Red Meranti SQ and Up has gone to
Us$210-213 Per Cu. in FOB.

InarecentsurveyconductedbytheKansaiNettaiMokuzai
Shiyo Sakugen linkai (Kansai Tropical Timber Use
Reduction Committee)it was identified that a total of 159 Plywood
local governments are trying to reduce the use of tropical

The demand forthethickergrades of plywood is stillgoodtimber in public sector works.
NIPPINDO has raised the prices further. Prices for half

Seven Swedish exporters have formed a consortium with inch plywood are touching Yen 1330 persheeton the local
the aim of improving softwood sales to Japan. The seven market.
companies w^119pf;rate under the trade umbrella name of

FOB prices for Malaysian plywood remain high at around"Trahusgrq. ppen;'lip. Roll\* ,.._, Us$430-435 per Cu. in and some importers are reporting
that themachetforMalaysian ply is becoming more difficultDelivered Prices
than that for Indonesian products.
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January WholesalePricesi" Japan
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construction activity will expand significantly, finance and
currency policy will be more tightly controlled and this will
result in more stable market conditions. Through State
adjustment and control over several years, the national
economy has been heading for a soft landing. The State is
expecting to increase input to agriculture, so timber for
agricultural use will be increasing
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-the State will continue its supportthedevelopmentofreal
estate, the stock of commercial property will be increased,
inputfortheconsinictionofresidentialhousingwillincrease
and programmes for providing hou$'ing'f'af;16\ inc8me
families will be expanded. On t6j, of titi^ tht; go:\,^chinent
willfulIdkeyconstructionprojects? OJ I ubaf!

- development of the wood based furniture ministry w'nibe
encouraged by the State
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Report From China
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Chi""'s Timber Mrrke, in ECrdy, 1997
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According to Chinese expert forecasts, demand for wood
products in early 1997 will be stable, demand will increase
slightly, andpricesareexpectedtorisemoderately. Analysts
in China citethe following reasons forthis forecast:

(i^if^r i^ews f, ^I^, China
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According to the latest statistics, the production of machine
made paper and paperboard reached 27.8 million ton in
1995, onlyju^tbehindtheUSandJapaninworldproduction.., yj- P P- as the State policy of macro-economic control and

adjustment will be implemented further, the scale of Production is up 52% over 1980, increasing, on average,
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almost12% each year. However, the greatest proportion From Europe, An Update on France
of the total production wasproducedbysmallfactorieswith
an annual production of less than 5,000 tons. Almost allof
these mills use straw as raw material. There are currently
11,025 manufacturers of pulp and paper, of which 9,141
have armual production lessthan 3,000 ton.

The annual volume of polluted discharge water by China's
pulpandpapermanufacturersisestimatedatabout3 billion
ton, making up 13910 of the total of polluted water discharge
Of all pulp production, straw pulp makes up about 55%,
and much of the pollution by these smallscale industries is
hard to control.

In order to reduce the severe pollution in Wei River, the
State Council ordered the closure of more than 1,000

factories with an annual production of less than 5,000 ton,
andtiieclosure of strawpulpf^, ctorieswithoutanypollution
control facilities in Herian, Anhui, Jiangsu, and Shandong
provinces in 1996. To obtain alternative rawmaterialsthe
country will develop large scale forest plantations for pulp
use, expand production of commercial wood pulp and
increase the use of recycled waste paper. As one of the
cornerstones of economic development during the Ninth
five-yearplan, the State will encouragethedevelopmentof
large scale the pulp and paper industries.

The French production of furniture fell by I% in 1996 to
Ffr 65.2 billion, The domestic market was flat (+Iyo at
current prices last year to Ffr 68.1 billion) with the French
industry coveringjust 7390 of the domestic demand. Unifa,
an association of 800 French furniture companies, is
therefore urging members to join its campaign aimed at
doubling exports over 10 years

The French spend an average of Ffr 7,700 per year on
furniture (1.6% of theirtotal spending). In the first eleven
months of 1996 the sales of furniture decreased by 0.99'o
(compared to the same period of 1995). Retailers are
reporting that while quality demands are up, average prices
are down, duetothemanypromotionsofferedbythe sector.

Clad""rinvesis in Chile

The joint venture timber processing mill, Kepiwei Forest
Company Ltd. , Chile, began operation in December 1996.
This is a joint venture involving China and the Chinese
Minister of Housing andConstruction, the Deputy General
Manager of Production and Development and China's
Ambassadorattended the opening ceremony

With 30% share, China International Trust Investment
Company is the largest shareholder of Kepiwei Forest
Company. TheregisteredcapitalofthecompanytotalsUS$
7.5 million, the plant occupies an area of 9,000 sq. in, has
200 staffandan annual production capacity of 40,000Cu. in
of sawnwood. Themill'sproductionwillbe sold mainly to
Asia, Europe and North America. Annual earnings are
estimated to be Us$ 12 million.

Manufacturer's Prices in F ance
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Ki, chem Doors

11^, per Price, Solid O@k,
58.8x49.5c",

Med, ,in Price, Solid O"k,
58.8"49.5cm

Lower Price, Solid Oak
58.8x49. Sen

Mouldings
Meat"in Aire, Pine
1.49c4.8c",

Lower fifee, P^"e
I. @x2.9cm

1.0^27cm

FFR56@

Other News from Europe

FFR327

Aebi & Cie. , the Swiss wooden furniture company located
in Hurtwill, has been acquired by Novex Ergonom AG. The
production of wooden furniture and components will go
on, but 50jobs will be cut

SH-Shieder Moebel Holding is planning to expand its
business in Eastern Europe. The group already has a
subsidiary in Hungary and one in Poland (whose turnover
was worth DM 100 million in 1996 and is expected to grow
by 20% this year) and plans to acquire companies in Czechia
and Croatia.

FFR265

Per Li". in

FFR8.56

FFR5.05
FFR5.56

IIS Industry Report

A recent FIRA survey shows the UK domestic furniture
market to be worth Sterling 3.4 billion and forecasts it will
grow to Sterling 3.5 billion in 1996, and Sterling 3.7 billion
by 1998,

Welle of Paderbom, the German furniture producer which
had a turnover of DM 1.6 billion in 1996, is planning to
merge its subsidiaries Rolf Benz, Leight Kuechen and Ruf
Betten into MDebel Marken Holding AG. Further
acquisitions are planned and the export business, especially
to Asia, is to be increased. Welle will open showrooms in
Bedying, Shanghai and Singapore.

In 1995 the Hungarian furniture market was worth about Ft
30 billion with imports (mainly from Gentiany and Italy)
accounting for about 33%. The success of imported furniture
is partly due to the expansion of foreign chains such as Ikea,
Tutto Mobili and Michelfi=it. In 1995 exports accounted
for about 43% of the domestic furniture companies' sales.

Us Pdc. ladle. ,10,1996 for Selected Wood Products
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Ro, ,g" Saw" Hardwood L"inber
Appal"chic" Red O"*'
itif, , dried, FAS

Promles-Sever, a timber company located in Archangel
(Russia), is planning to invest about Us $418,000 into
furniture production in Azerbaijan. The company has
already opened a representative office in Baku.

Dressed HardwoodL"", ber

North ,, inertc",, Species
Appal"chin" 0"k
pinned 2 sides

Wood thud"In.
,brd. .od ".."ian Bloc

'.".. d "I",,, L",., or

mudi*brio. a Lu, ,,"
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HardwoodDi", e"sio" Stock

,, pp"!@clad"" Red O"k Sirdy, s
ramd@", Ie, ,8th, elecr Zf"ce cmd 2 edges

DSS1,480 per MBF6" to f6'10% 4'-S'

Us$r, s12 per MBF

L"", ber, Ge""meM"hog""y
Bonvi", Br"3:1, Hornd, ,FCs
Select or Belter Kiln dried

Dock side Us West Co"st

DSSZ, 535 per MBF

L"inber, Philippine M"hog""y /Mere"it
KimDried, kit"dried
Dock side Us West Coast

DCrk, Red

Light Red

DSS2,530per MBF

Tropical Timber Marketlnfonnation

DSS2,200per MBF
Us$2, @35 per MBF
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^̂ ê e ^ a
,

= t^
.

<

^ F
* ^

^

EQ ^ *:
.,

a
,

o = g:.
.

a;

F
D

^
.

o = C
D CD .
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The upward trend of domestic lumber prices, which stared
almost four months ago, is not the result of strong demand
from the wood-using industries. Rather, it is the response
to depressed lumber production due to unusually poor
logging conditions.

Logging conditions have been very poorthis winter. There
has been a lot of rain and the ground remained unfrozen
during November and December of 1996 which made any
logging activity almost impossible in many regions.

As a result, an acute shortage of logs developed and prices
started to move upwards in recent weeks, This could be
seen particularly in the northern Appalachian region where
production is estimated to be about 30% below "nomial
levels". On the other hand, supply in the all important
furniture region of North Carolina was less affected.

Generally log prices increased more than lumber prices.
The competitive environment in the sawmill industry makes
it almost impossible for operators to raise their output prices
in unison with their input prices. While prices for some
species, such as Walnut and White Oak, have remained
almost immune to the price pressure, the more popular

The final U. S. producer price index for 1996 has now been woods felt the full force of the price drive. For instance
released and they allow last year's price movements to be prices for Hard Maple advanced by 4.5 fo in January of 1997

alone. Somewhat lesser increases could be observed forplotted. The data reveals the following:
Cherry (2.1 %) and Red Oak (0.7%).

Most raw material prices moved up during 1996 and the
trend has been accelerating in recent months. Formstance, Currently the logging weather has improved. The cold
the price index of domestic hardwood lumber advanced by temperature in January has been freezing the ground enougli
2.95% and imported Mahogany prices advanced by 2.64% to allow logging in many areas. In addition to the improved
between January and December of 1996, a departure from conditions, the high wood prices offer an incentive for
this general trend has been Particleboard and MDF. Prices producers to increase production, in fact, pleatity of logs
forthose engineered wood products declined by 1.45% and are now beginning to arrive at the sawmills.
5.10% respectively during the same interval. The main

The improved supply situation, coupled with a less than areason is the over-capacity in the industry.
booming demand for wood from furniture manufactures and

In spite of the upward movement of prices, overall, prices other hardwood users, may lead to some domestic price
in 1996 remained below those for 1995 for most softening within the next few months.
domestically produced wooden raw materials. Again, this
applies above all to Particleboard and MDF. Average 1996 Prices for finished and semi-finished wooden products also
particleboard prices are 4.16% below the average of 1995, advanced throughout 1996. Generally the price advances
and MDF prices are 11.56% lower. An exception was for finished and semi-finished products were slightly more
hardwood plywood, with average 1996 prices being 3.22% pronounced than for wooden raw materials. Also, with very

few exceptions, average 1996 prices for finished and semi-above the 1995 average.
finished products stood above the averages of 1995

Us Pric. .Indic. .for 1996 for Some Furniture Itsinc
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Contrary to Us produced wooden raw materials, average
Mahogany prices in 1996 stood 6.37% above the average
prices one year earlier. The equivalent figures for Meranti
is +3.2%.
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