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Price Trends

International Tropical Log Prices

Sarawak Log Prices

(FOB)


per Cu.m

Meranti  SQ up

US$150-160


   small

US$120-130


   super small
US$90-100

Keruing  SQ up

US$140-145


   small

US$110-115


   super small
US$80-85

Kapur     SQ up

US$125-130

Selangan Batu SQ up
US$140-150

Solomon Islands


        Indicative Price
 Forecast



per Cu.m          Movement

Group 1A

Kwila

US$120
no change

Group 1B
US$110-115 (
slight fall

Palaquium,Planchonella,Calophyllum 

Pometia, Gonostylus,Schizomeria 

Group 2
US$110 (
slight fall

Canarium,Burckella,Terminalia

Group 3
US$100 (
slight fall

Dillenia,Celtis,Alstonia,Dysoxylum

Eugenia,Endospermum,Vitex

Group 4
US$80-85  (
slight fall

Campnospermum,Parinari,Marathes

Mixed white
US$85-90  (
slight fall

Mixed red
     ''
   
slight fall

Low Grade Logs US$80
slight fall

Cameroon Log Prices

FOB


per Cu.m

N'Gollon 70cm+ LM-C
FFR 1450

Ayous     80cm+LM-C
FFR 1000

Sapele     80cm+LM-C
FFR 1550 

Iroko
   70cm+LM-C
FFR 1650

Myanmar

Average prices for Teak logs in the June and July 1999 Tender Sales

Veneer Quality 
FOB per Hoppus Ton 

3rd Quality
June 99

July 99

Average
US$3406


4th Quality

Average
US$3135
US$3018

Teak Logs 

Sawing Quality
per Hoppus Ton

Grade 1


Average
US$2370
US$2346

Grade 2     

Average
US$1768
US$1766

Grade 4     

Average
US$1024
US$1068

Hoppus ton equivalent to 1.8 Cu.m.  Teak 3-4th Grade for sliced veneer.  Teak grade 1-4 for sawmilling.   SG Grade 3 3ft - 4ft 11" girth, other grades 5ft girth minimum.

July 1999 FOB 
per Hoppus Ton

Pyinkado

US$238

Gurjan 


US$101

Hnaw


US$289

Thinwin

US$586

Papua New Guinea

The government of PNG has raised the export duty on logs.  An additional duty of US$11.10 per Cu.m has been imposed on almost all logs for which the FOB export price is kina 200, (approx. US$48.70) per Cu.m or higher.  This increase pushes duties to close to around 40% of the FOB price for G3 grade logs and to around 50% on Taun and Calophyllum logs.  

At the same time a new  royalty rate (10 Kina per Cu.m) and project development levy (13-15 Kina per Cu.m) needs to be paid, which, along with the duty,  translates to about US$55 per Cu.m.  Assuming logging and hauling cost are up to US$60 per Cu.m, then the current export FOB price paid for plywood grade logs for the Japanese market could fall below the total cost for producers.  

The revenue generated for the government by these increases would be about 15 million Kina representing about a 21% increase in taxes.  Log producers have lodged a strong complaint, some are attempting to raise FOB prices while some others have signalled their intention to close down the logging camps.

Weakening demand for plywood in Japan is reportedly affecting log purchases and the situation is not expected to improve until the third quarter.




FOB per Cu.m  

Group 1


Taun 

US$110-115


Calophyllum 
US$110-115

Group 2


Amoora, Hopea US$90-95 (
Group 3


Celtis, Watergum US$85-90 (
Group 4


Mixed Reds/Whites US$80-90 (
Domestic Log Prices

Report From Brazil

The recent weakening of the real has pushed dollar prices slightly lower.

Logs at mill yard

per Cu.m

Mahogany Ist Grade

US$236 (
Ipe



US$60 (
Jatoba



US$42 (
Guaruba


US$29 (
Mescla(white virola)

US$32 (
Brazil's economy has performed better than expected this year and is now faced with the prospect of a 1 percent decline in gross domestic product compared to 4 percent projected in March, according to IMF reports.  Inflation is expected to be contained at around 8 percent.

Meanwhile, the current account deficit dropped to under US$12.3 billion in the first half of 1999 from US$13.4 billion in the same period in 1998. Five months ago the international financial community put together a US$41.5 billion aid package to Brazil to help the economy weather the fall-out of the Asian and Russian crises.  Brazil let the real float freely against the dollar in January after months of pressure on the currency, effectively devaluing it by 40 percent.

Indonesia

The Ministry of Forestry and Plantations recently revealed that, from the 1999 financial reports submitted by forest concessionaires to the Ministry, the financial performance of these concessionaires is as follows :  Poor 49%, Not so good 15%, Good 11%, Very good 25%   

In terms of operational performance, the Ministry classified these concessionaires as follows :  Unhealthy 8%, Healthy 43%, Very healthy 49%.  The above ratings are reportedly based on returns from 138 forest concessionaires .

In another development, the Indonesian Forestry Society said that its members, in principle, support the idea, initiated by the Government, to limit forest concessions to a maximum area of 100,000 ha per province and a total of 400,000 ha throughout Indonesia.  This is in line with efforts to better manage the forest concessionaires.  The Society hopes that, with the redesigning of  forest concession allocations, the supply of logs will not be affected.

Domestic log prices
per Cu.m

Plywood logs


    Face Logs

US$90-100

    Core logs

US$70-80

Sawlogs (Merantis')
US$85-100

Falkata logs

US$70-80

Rubberwood

US$33-35

Pine


US$65-75

Mahoni


US$420-435

Peninsula  Malaysia

Logs

Domestic (SQ ex-log yard)   per Cu.m

DR Meranti
 
US$160-170

Balau


US$135-140

Merbau


US$180-185

Peeler Core logs
US$85-90

Rubberwood 

US$30-32

Keruing

US$140-150

Ghana

U$90 Million for Ghana

Six aid agencies have granted Ghana US$90 million to finance a Natural Resources Management Programme (NRMP).  The agencies are the Danish International Development Agency (DANIDA), the Japanese International Co-operative Agency (JICA), the African Development Bank(ADB), the International Development Agency (IDA), the Global Environmental Facility (GEF) and the Dutch Government. The objective of the NRMP is to build the capacity and framework to protect the country's land, forest and wildlife.

Ban on Chainsaw Cut Timber

In line with implementation of the Timber Resources Management Act the government has commenced the enforcement of Section 32 of the Forest Resources Management Registrations, 1998 which prohibits the use of chainsaws to produce lumber.  The law also outlaws the selling or buying of timber products produced from chainsaws.  Enforcement of the law has become necessary to eliminate forest degradation attributable to the use of chainsaws to convert logs into sawnwood, which has assumed alarming proportions and is seriously reducing stocking of the forests.

Mill gate domestic log prices




per Cu.m 

Wawa


US$45-65

Ceiba


US$22-49

Chenchen

US$33-49

White Ofram

US$41-57

K. Ivorensis

US$82-142

Niangon up to 60cm
US$57-74

Sapele


US$122-163

Makore


US$78-94

Report from Peru

Domestic Log Prices Pucallpa










per Cu.m

Caoba

(Swietenia macrophylla)
US$509

Capirona

(Calycophylum spruceanum)
US$63

Catahua (Hura crepitans)
US$25

Cedro (Cedrela odorata)

US$217

Estoraque

(Miroxilon balsamun)

US$76

Huayruro (Ormosia sp)

US$83

International Sawnwood Prices

Brazil

Sawnwood demand has increased.  Exporters to the Asian market are facing supply problems.   Most of the supply for the Asian market used to be based on small producers, many of which closed down as a result of the recent market downturn, and now have no capital to restart production.  It is unlikely that large volumes of the low priced sawnwood once sent to the Asia will be available for export to the Asian markets this year.

Export Sawnwood 
per Cu.m

Mahogany KD FAS FOB

UK market

US$1050 (
Jatoba Green (dressed)US$580 (
Asian Market


   Guaruba

US$175 (
   Angelim pedra
US$175 (
   Mandioqueira

US$150

Pine (AD)

US$157 (
Peru

Export Sawnwood FOBCallao/Lima



     
per Cu.m

Caoba (Mahogany)
US$710

Cedro
(Red Cedar)
US$554

Cumala (Virola)
US$159

Congono

US$394

Malaysia

Sawn Timber 

Export(FOB)


per Cu.m

Dark Red Meranti (2.5ins x 6ins & up)

GMS select & better (KD)    US$440-450

Seraya

Scantlings (75x125 KD)      US$560-575

Sepetir Boards

      US$180-185

Perupok (25mm&37mm KD)




                   US$790-800

K.Semangkok

(25mm&37mmKD)
      US$775-785

In Germany demand for window scantlings is recovering and suppliers are optimistic for near term sales.  Producers are selling from stock again, the current output not covering the volume demanded.  During the first half of 1999, some producers achieved a marked increase in sales.  Others, however, suffered from low prices and declined sales.

Suppliers of window scantlings are still unhappy about price levels.  Finger-jointed pine is under especially severe pressure.  Suppliers attributed this fact to the existing glut in supply.   Meranti prices, on the other hand, have risen again because of the high dollar rate and the situation in the countries of origin; nevertheless, Meranti prices still are described as too low.

Indonesian suppliers remain sidelined by currency fluctuations and are reluctant to offer of Meranti.   Indonesian suppliers suggest that a 10 to 15% price improvement would be desirable.  Buyers are reporting problems with supplies of White Seraya from Sabah.  There are stories of mills closing or logs being diverted to plywood manufacturers. Importers are reporting that last month contracts with German importers were being shipped after an average of six months.

Ghana

Export lumber, Air Dry  FOB

FAS 25-100mmx150mm and up 2.4m and up


     DM per Cu.m

Afzelia
   850 
Utile

950

Ayan
  515
Sapele

716

Albizzia  450
Otie

442

Cedrella  660
Black Ofram
350

Dahoma  450
Ofram

500

Danta
  600
Odum

900

Edinam
  630
Niangon
700

Emeri
  675
Makore

790

Ekki
  550
Kusia

500

Guarea  
600

Wawa
FAS
500

            1 C&S
400

Mahogany
For EU

750

Kiln Dry

DM per Cu.m 

Koto


1000

FOB Export Prices for FAQ Boules

25-100mmx100mmx10metre



DM per Cu.m

Ayan
  550
Apa

650

Dahoma  400
Otie

340

Wawa
  320
Guarea

620

Ofram
  310
Emeri

600

Niangon 650

Domestic Sawnwood Prices

Report from Brazil

So far there have been few changes in the domestic market.  Tropical wood products prices in real are now stable but demand is sluggish.  Log supplies in the northern tropical regions are not a problem.

Prices of plantation logs continue to move up. Large volumes of pine plantation logs for the dometic solid wood industry are using the US dollar as the basis for setting prices and it is thought that this will push up prices for wood products in the domestic market.

The real suffered another devaluation. The present rate is  around R1.90 per US$1.00. The Central bank has been actively interveneing last week in order to avoid further devaluation.

Sawnwood (Green ex-mill)

Northern Mills

per Cu.m

Mahogany

US$368 (
Ipe


US$262 (
Jatoba


US$200 (
Southern Mills

Eucalyptus AD

US$108 (
Pine (KD) First Grade
US$105 (
Peru





per Cu.m

Caoba

(Swietenia macrophylla)
US$636

Capirona

(Calycophylum spruceanum)
US$101

Catahua (Hura crepitans)
US$57

Cedro (Cedrela odorata)

US$267

Huayruro (Ormosia sp)

US$114

Shihuahuaco (Dipterex sp)
US$114

Tornillo

 (Cedrelinga catenaeformis)
US$152

 Copaiba (Copaifera)

US$101

Report from Indonesia

Sawn timber

Domestic construction material

Kampar

AD  6x12-15x400cm
US$235-250

KD


US$330-335

AD  3x20x400cm
US$325-330

KD


US$380-385

Keruing 

AD  6x12-15cmx400
US$205-215

AD  2x20cmx400
US$210-220

AD  3x30cmx400
US$215-225

Malaysia

Sawnwood

per Cu.m

Balau(25&50mm,100mm+)




US$195-205

Kempas50mm by

     (75,100&125mm)
US$120-130

Red Meranti

(22,25&30mm
by180+mm)





US$220-235

Rubberwood

25mm & 50mm Boards
US$155-160


50mm squares
US$190-195


75mm+

US$235-240

Ghana



per Cu.m

25x150mm

Odum

US$251

Dahoma
US$226

Redwood
US$176

Ofram

US$150

50x100

Odum

US$170

Wawa

US$56

Dahoma
US$104

Redwood
US$94

Ofram

US$84

International Plywood and Veneer Prices

Indonesia

Plywood (export, FOB)

MR,


per Cu.m

Grade BB/CC      

2.7mm


US$370-380 (
3mm


US$330-335 (
6mm 


US$240-250

Brazilian Plywood and Veneer

Most of the well-established exporters of tropical timber products are sold out for the next 2-3 months. Some have reported order book positions stretching much further to up to 6 months in some cases.

Tropical plywood exports are increasing and some producers have reported an increase in demand, but prices are moving only slowly.  On the other hand, demand for pine plywood is strong, both in terms of prices and volume.  This year the volume of plywood exported is expected to reach a record level of 800,000 cubic metres.  This volume would be roughly twice the volume of tropical plywood exports.  Prices have recovered partially but it is felt that there is some opportunity for further increases. 

The Brazilian real skidded to a five-month low last week, pushed by uncertainty about deficit-cutting reforms and falling investor confidence in South American markets.  At its low Brazil's currency was trading at 1.995 to the dollar down 6 percent from a week ago, before strengthening to 1.913.

The rush to buy dollars was uncomfortably reminiscent of the panic that followed the 1997 crisis in southeast Asia and last year's turmoil in Russia.  The Central Bank President said markets had the wrong impression that the government was weakening in its resolve to enact deficit-cutting reforms.

Brazil also is a victim of its neighbours' problems, elections in Argentina, a debt crisis in Ecuador, and political unrest in Venezuela and Colombia.  Despite this, the economy has grown for the past two quarters and inflation will be close to only 8 percent this year, far better than expected.

Veneer
FOB

per Cu.m

White Virola Face

2.5mm


US$190-230

Pine Veneer (C/D)
US$180-205 (


Mahogany Veneer
per Sq.m

0.7mm


US$2.40 (
Plywood FOB

per Cu.m

White Virola (US Market)

  5.2mm OV2 (MR)
US$285 (
  15mm BB/CC (MR)
US$295

For Caribbean countries

White Virola 4mm
US$367

                      12mm
US$335 (
Pine EU market

  9mm C/CC (WBP)
US$245 (
  15mm C/CC (WBP)
US$230 (
Malaysian Plywood

MR  Grade BB/CC FOB




per Cu.m

2.7mm


US$375-380 (
3mm


US$330-335 (
9-18mm

US$220-230

Domestic plywood 

3.6mm


US$385-395

9-18mm

US$230-245

Ghana

FOB Export Prices for rotary cut veneers




DM per Cu.m




Core
Face



1mm+
1mm+

Bombax,  Chenchen,

Kyere, Ofram,

Ogea,Otie,Essa 
 
623
685

Ceiba


478
526

Wawa


625
680

Mahogany

810
900

Core Grade 2mm+
per Cu.m

Ceiba


US$230

Chenchen, Otie, Ogea, 

Ofram, Koto, Canarium
US$320

Ceiba Plywood Prices FOB



 DM per Cu.m



WBP
MR

4mm

755
680

6mm

760
648

9mm

650
585

18mm

613
525

Domestic Plywood Prices

Brazil

Rotary Cut  Veneer

(ex-mill Northern Mill)

per Cu.m

White Virola Face

US$110

White Virola Core

US$83

Plywood

(ex-mill Southern Mill)


Grade MR


per Cu.m

4mm White Virola

US$449 (
15mm
White Virola

US$335 (
4mm Mahogany 1 face

US$766 (
Indonesia

Domestic MR plywood

(Jarkarta)

per Cu.m

9mm


US$265-275

12mm


US$230-245

18mm


US$215-230

Other Panel Product Prices

Brazil 

Export Prices

Blockboard  18mm

per Cu.m

White Virola Faced


5 ply B/C 


US$228 (
Domestic Prices

Ex-mill Southern Region
per Cu.m

Blockboard

15mm White Virola Faced
US$291 (
15mm Mahogany Faced

US$645 (
Particleboard

15mm



US$161 (
Indonesia 

Other Panels
         
per Cu.m

Export Particleboard FOB

9-18mm

US$115-125

Domestic Particleboard

9mm


US$120

12-15mm

US$125

18mm


US$120

MDF  Export (FOB)

12-18mm

US$135-145

MDF Domestic 

12-18mm

US$160-165

Malaysia

Particleboard (FOB)





per Cu.m

6mm & above

US$120-130

Domestic

6mm & above

US$130-140

MDF (FOB)

per Cu.m

15-19mm

US$155-160

Domestic Price

12-18mm

US$150-165

Prices of Added Value Products

Indonesia

Mouldings

per Cu.m

Ramin casings

US$680-690

Laminated Scantlings
US$340-350

Laminated Boards



Falkata wood

US$255-275

Red Meranti Mouldings

11x68/92mm x 7ft up


Grade A

US$570-590

Grade B

US$450-460


Malaysia

Mouldings (FOB)
per Cu.m

Selagan Batu Decking
US$530-540

Laminated Scantlings

72mmx86mm

US$480-490

Red Meranti Mouldings

11x68/92mm x 7ft up


Grade A

US$635-645

Grade B

US$505

Ghana

FOB export Prices for Wawa Mouldings



DM per cu.m

Wawa   5-22x14-28x1.95-2.38mm   

Light

900

Discoloured
800

Putty Filled
400

 Furniture and Rubberwood Parts  

Malaysia




per Cu.m FOB

Finger jointed

    

laminated boards
US$575-585

top grade

US$610-620

Semi-finished 

FOB each

Dining table

Solid rubberwood laminated top 3' x 5'

with extension leaf
US$28-30ea

As above, Oak Veneer US$45-48ea

Windsor Chair

US$8.0-8.5ea

Colonial Chair

US$10.0-10.5ea

Queen Anne Chair (with soft seat)

without arm

US$16-17.0ea

with arm

US$21.5-22.5ea

Rubberwood Chair Seat

20x450x430mm
US$1.65-1.70ea

Rubberwood Tabletop
  per Cu.m FOB

22x760x1220mm

sanded and edge profiled 

Top Grade

US$640-650

Standard

US$610-620

Brazil

Edge Glued Pine Panel




per Cu.m

for Korea 1st Grade
US$630

US Market

US$520

Y2K Driving Timber Prices ?

Concern over possible Y2K problems for commodity trade have been voiced in a World Bank report.  A cautiously worded commentary in the bank's Global Commodities Report warned of potential short-term changes in consumer and producer behavior in anticipation of Y2K driven failures and the report warned that these could have a significant impact on commodity markets. The consequences were cited as including hoarding, shortages and higher prices.

Even without actual catastrophic outcomes, the report suggests that everyone from food and raw material processors, wholesalers and retailers to the ordinary consumer may tend to stockpile.

If this happens it would push up demand and trigger price rises, leading producers to overproduce creating glut conditions which in turn could cause prices to fall.  The oil industry has apparently predicted stockpiling to hedge against potential problems with production, refining, storage and distribution systems.  Transportation bottlenecks caused by computer failures are the biggest risk, according to commodity traders and other experts.

The bank is quoted as saying "Since a large share of global commodity production is traded, a disruption in the capacity to transport commodities could lead to local shortages and surpluses,".  Analysts suggest that the transportation sector may face disruptions because of computer failures at the end of the year, but even before then, it may face a demand surge which disrupts normal shipping volumes.  Stockpiling before the end of the year could overburden the international transportation systems.  

Some say that the millennium bug fears are already being reflected in freight prices.  Dry bulk ocean freight rates increased 14 percent in the April – June quarter and rose 45 percent since January.  Experts say Asia's economic recovery contributed to the price rises, but Y2K was also a factor.

A sustained surge in demand and prices could impact commodities in different ways.  A shortage of shipping space could hit countries importing food, fuel and raw materials.  High-value bulk commodities and manufactured goods could squeeze out low-value commodities such as grain and tropical timber.  If this occurs it would disrupt normal shipping volumes and trigger price swings as exporters built surpluses and importers faced shortages.

Report From Japan

Housing starts for the first half 1999

June housing starts were 114,506 units, 1.8% below June last year.  This is the highest single monthly starts this year.   The seasonally adjusted annual projection is now 1.305 million units.  To reach the same number as last year, 610,000 units are needed in the second half, which is 3.9% higher than the first half.   

Housing starts have been stimulated by low mortgage rate and tax relief on housing loans but the upward trend seems to be fading after a robust first half.  House builders state that their strategy to target first time buyers in the thirties and forties age groups succeeded and led to sustained higher new starts during the first half but this demand now seems to have reached its limit.

South Sea log Prices

The log prices in Japan have been barely holding onto recent gains amid a slump in the  plywood market and now, with a surge in the value of the yen importers and plywood mills are finding it difficult to agree on log prices.   The CIF price for Meranti regular  (SQ up) logs is about yen 6,200-6,300 per koku, steady on July prices but this is for logs contracted before the yen moved up.  Meranti small is about yen 5,500-5,600 per koku CIF and PNG's Taun/Calophyllum plywood logs are around yen 5,700-5,800 per koku CIF.

Meanwhile in Sarawak, log production has recovered but log stocks are reportedly low because some shippers are short of logging equipment.  The trade is reporting that the supply of large size regular grade logs is especially tight for Meranti and Kapur.  

FOB prices for  Meranti regular (SQ up) are  around US$150-153 per Cu.m and holding because of tight availability.   Small Meranti is about US$125-128 per Cu.m FOB a little softer now. Regular floaters have firmed  because of limited offers with FOB price offers  being $160-165 per Cu.m.  

In PNG, log production is reportedly affected by the rain season and the export duty has been raised so producer FOB prices continue to be on the high side.  Taun is reported at US$135-145 and Calophyllum at US$130-140 per Cu.m FOB.

Plywood Demand Weakening

Because of heavy imports during the second quarter, excessive inventories pushed prices down.  Importers have attempt to reduce imports to correct over-stock positions and arrivals have been declining since August but it appears that the inventory correction needs another month to be complete so the market will remain weak until around October. The price in Eastern Japan for 12mm concrete formboard plywood is yen 950 per sheet, yen 80 lower than a month ago.  The Seihoku group revised their target price down to yen 1,000 in August to stop any further slide in prices but due to stagnant demand, it seems hard to achieve that target price.  Indonesian 12mm is selling for  yen 950, yen 50 lower than in July.  Sheathing is at yen 850 and floor underlay is yen 1,300.

Log, Lumber and Panel Prices 

Logs For Plywood Manufacturing




CIF Price Yen per Koku

Meranti (Hill, Sarawak) 

Medium Mixed


6,150

Meranti (Hill, Sarawak)

STD Mixed


6,250

Meranti (Hill, Sarawak)

Small  Lot

(SM60%, SSM40%)

5,700 (
Taun, Calophyllum (PNG) 

and others


5,700

Mix Light Hardwood

(PNG G3-G5 grade)

4,500 (
Okume (Gabonese)

7,000

Keruing (Sarawak)

Medium  MQ & up

7,700

Kapur (Sarawak) Medium

MQ & up


6,700 (
Logs For Sawmilling    FOB Price Yen per Koku

Melapi (Sarawak)

Select



9,500

Agathis (Sarawak)

Select



8,500

Lumber

FOB Price Yen per Cu.m

White Seraya (Sabah)

24x150mm, 4m 1st grade
175,000 (
Mixed Seraya  24x48mm,

1.8 - 4m, S2S


43,000

August wholesale prices



Report from Korea

The June industrial production index increased again to 79 but the timber industry is still not showing any improvement.  Permit for new construction in May slid back again to 80% of April's figure and recorded only 5,200,725 Sq.m, which is still only 50% of that 2 years ago.   Analysts report that the recovery of timber market has a long way to go.





per Cu.m

Sarawak Meranti  regular       W366,300 

Calophylum/Taun  regular      W266,400

Solomon Dillenia  regular       W249,750

Calophylum/Taun  Low grade W206,460

Mixed Species Low grade       W156,510

NZ Radiata 11m  
W90,000

NZ Radiata KS

W81,000

Woodbased Panels

Combi-Plywood 

12mm x 4'x8' T-1 W15,000

12mm x 3'x6' T-1 W 8,500

12mm x 4'x8' T-2 W14,000

12mm x 3'x6' T-2 W 7,500

Tego Plywood

12mm x 4'x8' Tego W22,000

12mm x 3'x6' Tego W12,000

Particle Board

12mm x 4'x8' W7,440

15mm x 4'x8' W8,300

18mm x 4'x8' W10,210

MDF

3mm x
 4'x8'
W3,120

6mm x 4'x8'
W4,330

9mm x 4'x8'
W8,780

12mm x 4'x8'
W8,620

15mm x 4'x8'
W13,900

18mm x 4'x8'
W16,150

Report from China

Analysis of the Timber markets

China's timber market in the first half year of 1999 has exhibited three phases,  rebound, reduction, and rebound again.  When the natural forest protection programme was initiated in the second half year of last year,  many experts thought that the price of timber products would increase, and that there would be timber shortages.  As a result, the impression formed that demand for logs would be strong and the price would increase rapidly.  However the demand for logs did not rise and log prices moved down quickly.   For example, the price of three important softwood logs, Korean pine, White pine, and Larch that at first shot up, eventually feel back.  These logs are used primarily for construction. 

In the early part of the year in the southern forest region, stocks of  Mason pine and Chinese fir logs rose and became hard to dispose of and prices fell rapidly.  

During the second quarters of the year, the demand for logs strengthened and the timber market entered a phase of recovery and stability as the State sponsored construction programme took effect.  During this time even though supply exceeded demand, log prices were generally stable. 

As the sale of softwood logs improved prices in the south forest regions increased slightly with improved demand for fresh logs and for large diameter Chinese fir.  The consumption of hardwood logs increased and  prices picked up as the supply was tight. The price of imported logs remained low as there were large stocks in the importers yards and the plywood market was stable.

Second Half  Forecast

Traditionally demand for logs is stronger in the third and fourth quarters of the year and trends in timber market are forecast as follows:

Given the economic stimulus measures and the investment in infrastructure projects and housing construction, prices for traditional construction timbers such as Korean pine, White pine and larch are expected to firm.  Demand for timber sleepers is forecast unchanged from last year.  

There will be an expected increase in demand for timber for rural housing and furniture as rural living standards continue to improve.  It is thought that demand for timber products for interior decoration stay strong and that high grade material will remain very popular, especially in big cities and the coastal development zone. Imported beech, oak, cherry, teak and maple have a good market and this will remain.

In the north, log supplies will be reduced as harvest levels are reduce in order to protect the natural forest, however, imports in the south will compensate for this loss of local supplies.  While, at present, there are huge stocks of domestic logs, most of them are middle and small diameter as well as old logs.  Large diameter fresh logs are not so available.  In the northwest and southwest, as there was heavy logging before implementation of the forest protection policy,  log stocks can meet domestic demand in these regions.

To try and maintain some stability in the log import business the government is likely to adopt some adjustment measures.  In the first half year there were some problems in the  log import business.  Firstly, a huge volume of logs were imported causing severe overstocking and subsequent rapid decline in price.  Secondly,  while most of the imported hardwood logs were of large diameter, as demanded by the domestic industry, some of the logs imported were not of a type or size in demand.

For the second half of the year the timber market in China is forecast to be generally stable but with price variations depending on the region.  Measures will be introduced to exercise some adjustment over imports so as to avoid the accumulation of unsaleable stock as experienced recently.




yuan per Cu.m

Shanghai                 




Radiate pine log

length:6m, dia. 26cm+

800

Douglas fir log  30cm+

1300 (
White oak lumber  2 ins

10000

Canadian lumber 3m 50cm
1250

US maple lumber 2 ins

11000

Teak sawlog 4 m+

8500

Lauan 6m 60cm+

1620


50-58cm

1540


below 48cm

1440

Larch Logs 4m 18cm+

880

Oak 4m 36cm+


1650

Beech 2.7 45cm


6500

Qindao


yuan per Cu.m

Luan Log (mixed)

1200

White oak lumber

 2 inches thick


9000

Nanjing


yuan per Cu.m

Radiate pine log

length:6m, dia. 26cm+

800

Douglas fir log


1300 (
Lauan log


1600

Kapur/Keruing Log

1500

Teak sawlog 4 m+

9500

American maple lumber 

2 inches


10500

Hangzhou

yuan per Cu.m

Radiate pine log

length:6m, dia. 26cm+

800 (
Douglas Fir sawlog length:

 more than 4m


1600

Lauan 
log


1600

Kapur/Keruing log

1500

Canadian sawlog  4m+

1450

Teak sawlog  4m+

8500

Guanzhou

yuan per Cu.m

Lauan Log Mixed

1300

Keruing log 


1750 (
White oak 2 ins sawnwood
10000

Canadian sawnlog 

length: 4m+


2300

US maple Lumber 2 ins

11000

Teak sawlog 4 m+

8600 (
August Wholesale Prices Indonesian and Malaysian  plywood 3mm  1220x2440 




yuan per sheet

Beijing


31 (
Shanghai

32 (
Harbin


32 (
Shenyan

31

Zhengzhou 

29 (
Lanzhou 

28 (
Shijiaozhuang

32

Yingchuan 

37 (
Xian
 

31 (
Jinan 


32

Hefei


33

Qindauo

36 (
Chongqing

32 (
Chengdu

39 (
Nanjing


30 (
Hangzhou

29

Wuhan


29 (
Changsha

31

Guanzhou

31

During a tour in Yunan province, southwest China, Premier Zhou Rongji stressed that  protection of the natural forest is important for improving the environment and for the achievement of the strategy of sustainable development.  

Since last years' floods, Premier Zhu has shown considerable concern for forest protection.   He is quoted as saying  " The protection of natural forests is pressing work, and by delaying efforts by even one day, our losses will increase, and our Yellow and Yangtze rivers will not give us peaceful days."   

Forest protection, he said, should be viewed from the view point of the entire national economic and social development, and as something that concerns the long term development of the Chinese.   Zhu noted that the country has seen a drastic decrease in illegal logging incidents, but that there are still some problems. The premier said that to mobilize enthusiasm for protecting the nation's forests, the central government will offer compensatory funds for the lost local revenues.

Sawnwood and Panel Prices in the UK

FOB plus Commission

per Cu.m

Teak 1st Quality 1"x8"x8'
Stg2755

Brazilian Mahogany


FAS 25mm


Stg715 ( 

Tulipwood FAS 25mm

Stg240

Cedro FAS 25mm

Stg406 

DR Meranti Sel/Btr 25mm
Stg395 (
Keruing Std/Btr 25mm

Stg265

Sapele
FAS 25mm

Stg360 

Iroko
FAS 25mm

Stg340 (
Khaya
FAS 25mm

Stg315 ( 

Utile
FAS 25mm

Stg385

Wawa
No1. C&S 25mm
Stg185

Plywood and MDF in the UK

CIF 


per Cu.m

Brazilian WBP BB/CC 6mm
US$465 (
      "  Mahogany 6mm
US$1290 (
Indonesian WBP 6mm
US$470 (
Eire, MDF BS1142
per 10 Sq.m

12mm


Stg29.50

For more information on the trends in the UK market please refer to  www.worldwidewood.com

For more information on trends in the world furniture markets try 

http://web.tin.it/csil-furniture

The US MDF Market

Demand

The US economy continues to advance at a fast pace.  While this pace probably cannot be maintained much longer, analysts are divided as to when the anticipated slowdown will set in.  

Income growth has already slowed somewhat and the debt load of consumers is rising.   Also, price inflation has accelerated slightly and the recent  increase in interest rates will dampen demand growth.  This  would depress stock prices and eradicate much of Americans' personal wealth.  It  would also have a negative impact on the interest rate sensitive housing and furniture sectors.  

Both industries are substantial users of MDF and any slowdown in housing and furniture production would immediately filter down to the wood panel industries. 

Housing starts in the first quarter of 1999 reached 1.79 million units (at seasonal adjusted annual rates), the highest quarterly rate since the mid 1980s.  

The strength in the housing market was most pronounced in the single-family sector.  Recently, some weaknesses have begun to appear in the residential building industry.  Housing starts are levelling off while at the same time, the inventory of unsold new homes is going up.  

Analysts at AKTRIN expect housing starts to further retreat from the lofty levels, to about 1.54 million units in the second half of this year and only 1.45 million in the first half of 2000.   As with conventional housing, it is expected that construction of mobile homes will slow down in the months to come. 

In contrast to residential housing, the non-residential construction sector started to wane in late 1998 and continued to decline in early 1999.  Over-production during the past five years, and increasingly cautious banks, have resulted in a correction of commercial construction.  

This correction is likely to continue well into the year 2000 and possibly beyond.  In fact, non-residential construction is anticipated to contract by approximately 10% this year and another 2% next year. 

After beginning the year on a weak note, household furniture production surged in excess of 10% during the first halt of 1999.  According to AKTRIN's estimates the strength in furniture production will continue in the third quarter.  

Furniture consumption lags home buying by several months, and the recent strength in the housing sector bodes well for future furniture purchases.  Furthermore, demand for furniture is bolstered by historically low interest rates and robust income growth.  As a result, it is expect that  year on year growth in furniture production will average 3% to 4% in the third quarter.  

Towards the end of the year, this favourable environment will fade as rising interest rates slow income growth and the demand for housing. Year on year growth in furniture production is anticipated to fall to approximately 1.75% in the forth quarter and possibly even lower early next year.  

Export demand absorbs only about 5% of US MDF production.  As most of the US production is used for domestic end-users, the export share has been declining for many years.  Indeed, the United States are increasingly relying on foreign supplies of MDF. 

Under this economic scenario, MDF consumption experienced a burst in 1997, and the first half of 1998.  Growth started to slacken in the second half of 1998.  Last year's overall American consumption of MDF amounted to approximately 1.7 billion square feet (BSF).  This represents a 13% increase over 1997.  Consumption is projected to climb by about ten percent in 1999 and by somewhat less than ten percent in 2000. 



Traditional industrial markets will continue to underpin a large portion of the MDF market.  The strongest demand will be for thin MDF, satisfying the needs of the rapidly growing laminated flooring industry.  The demand in the moulding, and cabinet manufacturers is also likely to remain vibrant. 



Supply

Capacity growth is slowing significantly, nevertheless, the United States will add over 0.4 BSF of MDF capacity through 2003.  Much of the new capacity is thin MDF which is likely to encroach on the hardboard market.

With slowing capacity growth and solid increases in demand, US MDF demand/capacity ratios are expected to climb from 81% in 1998 to 84% in 1999, to set back temporarily in 2000.  Similar operating levels are anticipated for Canadian producers.



US MDF imports soared in 1998 (up 70% over 1997) as Canadian mills, built since mid-decade, flooded the market.  Most (84%) of MDF imports have their origin in Canada.  Other source countries include Chile with a share of 5.8%, Indonesia (2.3%), and Malaysia (2.1%).  While Indonesia has gained in market share, Malaysia has lost some ground between 1997 and 1998.  

Import growth is expected to remain healthy for the next few years, albeit at a much slower pace than in 1998, averaging about 0.5 BSF annually. 





Prices

MDF prices drifted lower in 1998.  Prices seemed to have hit the bottom earlier this year where they have stabilised.  With market growth absorbing the increased output from last year's start-ups, conditions are expected to tighten in the third quarter of 1999, allowing prices to edge moderately higher. 

However, late-year weakness is expected to carry over into 2000, resulting in average annual prices in each of 1999 and 2000 simply matching 1998 levels.  But with demand/capacity ratios approaching 90% in 2002, prices are expected to climb 15% above their 1998-2000 plateau.

Despite this improvement, both price and profitability levels remain well below their peaks of 1994 -1995. Prices are not expected to reach high enough levels to  trigger another capacity surge.  Nevertheless, exaggerated expectations for thin MDF could result in a surge of capacity in this sector.  This would have negative impacts on regular MDF markets as well as other thin board producers (hardboard). 

Other News from the US

Global Tariff reductions

Opposition is reportedly mounting in the US Congress to a proposed World Trade Organisation agreement to eliminate global tariffs on paper and wood products, on the grounds that it could encourage unsustainable logging and violate existing US environmental laws. Similar statements from environmetal groups have been reported in Japan. 

A bipartisan group of 48 members of the House of Representatives has sent a letter to the White House calling on the US to withdraw from negotiations until comprehensive environmental impact studies have been carried out.

The tariif reduction initiative aims to eliminate tariffs on wood products in developed countries by 2000 and developing countries by 2003.  It is one of several sectoral trade liberalisation measures, known collectively as the Accelerated Tariff Liberalisation Package, that were largely negotiated in the Asia-Pacific Economic Co-operation (Apec) forum and are expected to be high on the agenda at the forthcoming WTO ministerial summit in Seattle in November.

According to the American Forest and Paper Association, free trade in forest products would generate a 3-4 per cent increase in worldwide consumption, a prospect that environmental groups have long charged could speeddeforestation of indigenous forests.

It warns that the agreement poses a potential threat to the environment, labour and domestic sovereignty.  It also criticises the lack of transparency in the negotiations and urges the administration to withdraw from the talks in order to complete a proper environmental impact study.

The letter also argues that the agreement could challenge US sovereignty by conflicting with existing legislation, including a 1990 federal law that bans the export of unprocessed logs from federal and most state lands and state regulations relating to the use of recycled products and eco-labelling.











Abbreviations

LM
Loyale Merchant, a grade of log parcel

Cu.m
Cubic Metre

FOB
Free-on-Board




SQ
Sawmill Quality

SSQ
Select Sawmill Quality



KD
Kiln Dry

AD
Air Dry





FAS
Sawnwood Grade First and

Boule
A Log Sawn Through and Through



Second


the boards from one log are bundled


WBP
Water and Boil Proof


together






MR
Moisture Resistant

BB/CC
Grade B faced and Grade C backed


pc
per piece


Plywood






ea
each

MBF
1000 Board Feet




BF
Board Foot


Sq.Ft
Square Foot




MDF
Medium Density Fibreboard

FFR
French Franc




F.CFA
CFA Franc

Koku
0.278 Cu.m or 120BF



  
Price has moved up or down
ITTO FELLOWSHIP PROGRAMME GRANTS
   ITTO offers grants for training and technology transfer through its fellowship                       programme to promote human resource development, development of downstream timber industries and  institutional strengthening in the forestry sectors of member countries. The priority areas are: Forest Industry; Economic Information and Market Intelligence; and Reforestation and Forest Management. Grants are provided for a variety of activities including: study tours of forests, mills and research institutions;  participation in conferences, workshops and training courses;  postgraduate programmes (partial tuition grants), not including Ph.D.;  short-term research; technology transfer to tropical producer member countries; and preparation of technical documents.

    Applications are required to conform with ITTO’s general objectives in respect of sustainable forest management, utilisation and trade and, in particular, the Year 2000 Objective. The grant is a maximum of US$12,000. Only nationals of ITTO member countries are eligible to apply.

    A Fellowship Selection Committee appraises applications at the ITTO Council Sessions in May and November/December each year. Applicants should note that grant funded activities should not start until at least one month after the relevant Council Session. The deadline for applications is the 24th March 2000 and this is for activities that can begin in July 2000 at the earliest.

Further details and application forms (in English, French or Spanish) are available from: 

Dr. Chisato Aoki, Fellowship Programme, ITTO,  




E-mail      itto@mail.itto-unet.ocn.ne.jp
Appendix 1    Tropical Timber Product Price Trends
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