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New Teak Growers Association
A Swiss enterprise, has reportedly agreed to support the development of a TEAK 2000  Association in Central America.                                    page 2
Domestic Market Strong

Domestic demand in Brazil for wood products is strong with an active construction sector and lively demand from value added industries.     page 3 

Shipping Rates Surge

Shipping rates have hit a 30-year high, the result of expanding world trade. 

                                                page 4
Chinese-made Thin Ply

Japan Kenzai, the largest building material wholesaler in Tokyo, has started to import tropical hardwood thin ply manufactured in China.  

                                                page 10
China’s Log Imports Up

The latest Chinese customs statistics reveal that first half log imports were up over 12 percent on last year.  

                                               page 12
IWPA and Certification 

IWPA's Board of Directors has revised the association's position on certification. The full text of the IWPA statement is available.             page 18
International Log Prices   

Sarawak Export Prices

(FOB)


per Cu.m   

Meranti SQ up

US$155-165


 small

US$125-135


 super small
US$95-105

Keruing SQ up

US$150-155


 small

US$120-125


 super small
US$90-95

Kapur SQ up

US$145-150 (
Selangan Batu SQ up
US$150-155

The public-listed company Ta Ann Holdings Bhd will invest RM250 million to establish 100,000 ha of forest plantations in Sarawak over  the next 10 years.  An initial amount of RM30 million will be invested in the first two to three years. This was disclosed by the company 

recently. 

In a related development Ta Ann Holdings Bhd is also co-operating with international agencies to conduct studies to develop an efficient method to fully utilise and managed the forests. 

The company is reported to have signed an agreement with the Japanese Kansai Environmental Engineering Center to conduct studies to identify the potential for charcoal production, the best rehabilitation model for logged-over forests and the potential of the plantations for removing carbon from the atmosphere. The study is reported as jointly sponsored by the Japanese Government and Ta Abb Holdings Bhd.

West African Log Prices

FOB


per Cu.m

Sapele 80cm+LM-C
FFR 1950

Iroko
 80cm+LM-C
FFR 2150-2250

N'Gollon 70cm+ LM-C
FFR1550-1600

Ayous 80cm+LM-C
FFR 1250

Myanmar

Veneer Quality 
FOB per Hoppus Ton 



June

July

3rd Quality
US$3880
US$3683

4th Quality

Average
US$3594
US$3444

Teak Logs 

Sawing Quality
per Hoppus Ton

Grade 1


Average
US$2367
US$2393

Grade 2 

Average
US$1706
US$1690

Grade 4 

Average
US$1063
US$1217

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.

Other Teak News

AVINA Foundation, a Swiss entreprise, has reportedly agreed to support the development of a TEAK 2000  association in Central America.  Its support for TEAK 2000 is to ensure the development of a growers' association in Central America, with a small secretariat in Panama. Work to put this in place will begin in October this year.

A grower association is also being established in Ecuador and another in Thailand.  Dr. Harris Salleh, former Chief Minister of Sabah, has indicated his interest in establishing an association in Malaysia. There is strong interest amongst the private sector for another association in Ghana.

At the same time an International Federation of Tropical Hardwood Growers' Associations is being established to guide and support the work of these and any other regional associations that are formed.

The Federation will be apparently be responsible for drawing up best practice guidelines and developing a mechanism to ensure their application amongst grower associations worldwide. It will be responsible for bringing together growers and interested investors. 

The international office will also provide support to the regional associations and help establish the necessary links between these and international donor and other organisations.

For more details contact Raymond M. Keogh   at  rmkeogh@teak2000.iol
Domestic Log Prices

Brazil

Most prices in the domestic market have not changed over the past week, the exceptions are Mahogany logs and sawnwood which have increased substantially.  Plywood prices have declined slightly. 

Domestic demand for all wood products is generally strong.  The construction sector is active and value added industries are growing and will continue to ask for more volume.  

The supply of tropical logs is not a problem at moment and, basically,  there is an equilibrium in the demand/supply equation.   In spite of this domestic prices for wood products are expected to increase slightly over the next few weeks, mostly as a result of the recent increase in fuel prices.

Logs at mill yard
per Cu.m

Mahogany Ist Grade
US$280 (
Ipe


US$94 (
Jatoba


US$49 (
Guaruba

US$40 (
Mescla(white virola)
US$35

Indonesia

The major creditors of PT Barito Pacific Timber have agreed to reschedule a debt of US$22 million,  said a recent report.   The president of the country's largest plywood producer, is reported as saying that Bank Mandiri agreed to roll over the company's debt repayment until 2006.   

Further, a restructuring agreement has also been almost reached with creditors for another debt of Rp400 billion (US$50 million).  The company president  said  most of the creditors, including the Indonesian Bank Restructuring Agency (IBRA), to which the company owes Rp103 billion, had agreed to put off the debt from July 2002 to 2007. 

Apparently negotiations are still underway for a rescheduling of the debt US$356.7 million to foreign creditors.

Domestic log prices
per Cu.m

Plywood logs


 Face Logs

US$110-115

 Core logs

US$85-100

Sawlogs (Merantis')
US$80-105

Falkata logs

US$70-80

Rubberwood

US$36-39

Pine


US$80-90

Mahoni


US$475-495

The Indonesian Government has extended its ban on new investment in sawmills and plywood mills which intend to use raw materials from the natural forests.   

The ban is nationwide except Irian Jaya. The decision on the extension was conveyed in the new Presidential Decision of 96/2000. 

Peninsula Malaysia

Domestic

(SQ ex-log yard) 
per Cu.m

DR Meranti
 
US$165-175

Balau


US$155-160

Merbau


US$185-195

Peeler Core logs
US$95-105

Rubberwood 

US$33-36

Keruing

US$150-165

Ghana

The Ghanaian economy, already under pressure, was hit recently by a shortage of hard currency, forcing the cedi to fall sharply against the dollar and other major currencies. This affected the purchasing power of Ghanaians and caused considerable public outcry. 

The government has obtained assistance to inject about US$500 million into the ailing economy; as a result, the cedi has begun to show some signs of stability over the past two weeks.




per Cu.m 

Wawa


US$16-22

Ceiba


US$13-15

Chenchen

US$13-18

K. Ivorensis

US$25-63

Sapele


US$33-63

Makore


US$36-72

For the first six months of the year 2000, a total of 5,648 export contracts were approved by the Commercial Services Department of the Forest Products Inspection Division (FPID), Takoradi, up just over 4.4% on 1999. 

Of the approvals, 2,068 contracts were registered at Kumasi. The Kumasi Branch office, which was formerly for only inspection and grading, was, in 1999, given the green light to vet export contracts on a trial basis.  The trial at the branch office was mainly to check on and encourage exporters to register their exports.  The aim was to reduce unrecorded and illegal overland exports which were becoming rampant in the middle and northern part of the country. 

In another development, the FPID has updated the Square Curls Grading Rules to make it easier to interpret.  At the same time Curl Veneer Grading Rules were also drafted for application by the industry.

Shipping Rates Surge

Shipping rates have hit a 30-year high, the result of expanding world trade, rising oil demand and safety fears that are pushing sub-standard vessels out of commission.

Rates reached an average of nearly US$20,000 per ship per day in July, double last October's figure, based on a basket index of tanker, bulk, container and gas market rates.

The rise due to a shortage of vessels, is likely to continue in some sectors for about three years, before new ships are built according to shipping analysts.

International Sawnwood Prices

Brazil

Generally speaking the export market for tropical timber products is good. Exporters of sawn tropical timber are reporting active demand. Some have reported that they will not be able to acceptany additional orders for the next 6 moths. 

Producers of value added tropical timber products are also working at the limit of their capacity. As a result of strong demand, prices have increased. 

On August 10 IBAMA established the new quotas for Mahogany exports. In terms of volume there were no surprises. The surprise was in the fact that at the same meeting IBAMA has imposed a restriction on exports.   Exports will only be allowed after field inspections of managment plans by IBAMA are concluded and this will take time.

IBAMA also cancelled all 1999 and 2000 permits for harvesting Mahogany.  On August 14 IBAMA extended the mahogany moratorium for another 2 years. This basically means that new forest management plans for harvesting mahogany will not be accepted for the next two years. 

Export Sawnwood 
per Cu.m

Mahogany KD FAS FOB

UK market

US$1150

Jatoba Green (dressed)US$670

Cambara  KD

US$450

Asian Market (green)

 Guaruba

US$225 (
 Angelim pedra

US$240 (
 Mandioqueira

US$180 (
Pine (AD)

US$145 (
Malaysia

Sawn Timber 

Export(FOB)

per Cu.m

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

GMS select & better (KD)US$400-410

Seraya

Scantlings (75x125 KD)US$535-550

Sepetir Boards

US$190-195

Perupok (25mm&37mm KD)





US$880-890

K.Semangkok

(25mm&37mmKD)
US$825-835

Ghana

Export lumber, Air Dry FOB

FAS 25-100mmx150mm and up 2.4m and up



DM per Cu.m

Afzelia
840 
Utile

1050

Ayan
515
Sapele

850

Albizzia450
Otie

450

Cedrella660
Black Ofram
405

Dahoma450
Ofram

500

Danta
620
Odum

900

Edinam
700
Niangon
720

Emeri
700
Makore

790

Ekki
550
Kusia

500

Guarea

600

Wawa
FAS
500

 1 C&S
410

Mahogany
For EU

750

Mahogany
For US

510 


Kiln Dry

DM per Cu.m 

Koto


1000

FOB Export Prices for FAQ Boules

25-100mmx100mmx10metre



DM per Cu.m

Ayan

580


Otie

360

Wawa

320


Black Ofram
320


Niangon
750

Guarea

650

Emeri

650



US$ per Cu.m

Teak Boules
350

Domestic Sawnwood Prices

Report from Brazil

Sawnwood (Green ex-mill)

Northern Mills

per Cu.m

Mahogany

US$670 (
Ipe


US$330 (
Jatoba


US$223 (
Southern Mills

Eucalyptus AD

US$97 (
Pine (KD) First Grade
US$124

Report from Indonesia

Sawn timber, ex-mill

Domestic construction material

Kampar


per cu.m

AD 6x12-15x400cm
US$240-250

KD


US$335-345

AD 3x20x400cm
US$325-330

KD


US$380-385

Keruing 

AD 6x12-15cmx400
US$215-220

AD 2x20cmx400
US$220-230

AD 3x30cmx400
US$220-235

Malaysia

Sawnwood

per Cu.m

Balau(25&50mm,100mm+)




US$215-225

Kempas50mm by

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

Red Meranti

(22,25&30mm by180+mm)





US$230-240

Rubberwood

25mm & 50mm Boards
US$155-170


50mm squares
US$175-180 (

75mm+

US$200-210

Ghana

Sawnwood 
per Cu.m

50x100mm

Odum

US$144

Wawa

US$39

Dahoma
US$71

Redwood
US$97

Ofram

US$58

50x75mm

Odum

US$135

Dahoma
US$77

Redwood
US$64

Ofram

US$64

Emire

US$64

International Plywood and Veneer Prices

Indonesia

Plywood (export, FOB)

MR,


per Cu.m

Grade BB/CC 

2.7mm


US$350-365

3mm


US$285-295

6mm 


US$190-200

Brazilian Plywood and Veneer

International plywood prices are still a problem, but there are also signs that better times are arriving. Pine plywood prices have increased slightly, mostly because several mills substantially reduced their production as prices dropped over the last 12 months. Tropical plywood prices have not moved, but orders are increasing.

Veneer
FOB

per Cu.m

White Virola Face

2.5mm


US$160-190 (
Pine Veneer (C/D)
US$150-165 (
Mahogany Veneer
per Sq.m

0.7mm


US$2.70 (
Plywood FOB

per Cu.m 

White Virola (US Market)

 5.2mm OV2 (MR)
US$230

 15mm BB/CC (MR)
US$265

For Caribbean countries

White Virola 4mm
US$310 (
 12mm


US$270

Pine EU market

 9mm C/CC (WBP)
US$205 (
 15mm C/CC (WBP)
US$185 (
Malaysian Plywood

MR Grade BB/CC FOB




per Cu.m

2.7mm


US$350-365

3mm


US$290-300

9mm plus

US$190-200

Domestic plywood 

3.6mm


US$290-305

9-18mm

US$210-230

Ghana

The Timber Inspection and Standards Department of the FPID in collaboration with the Ghana Standard Board (GSB) is developing Standards for wooden Doors, wooden frames for doors and windows.  A draft report has been completed and copies have been sent to other standard developers for their comments.

Veneer


Core
Face



DM per Cu.m




1mm+
1mm+

Bombax, Chenchen,

Kyere, Ofram,

Ogea,Otie,Essa 
 
623
685

Ceiba


513
564

Wawa


625
680

Mahogany

810
900

Core Grade 2mm+

per Cu.m

Ceiba



US$255

Chenchen, Otie, Ogea, 

Ofram, Koto, Canarium

US$295

Ceiba Plywood Prices FOB

Plywood 
DM per Cu.m



WBP
MR

4mm

755
680

6mm

760
648

9mm

650
585

18mm

613
525

Khaya ivorensis, KD Koto lumber and Asanfina sliced veneer are maintaining good price levels.  Plywood prices, on the other hand, continued to decline steadily during the period under review.  The reason could be partly attributed to the fact that the market was flooded with cut price Malaysian and Brazilian panels.  

There was an increase in demand for some secondary species for in the first half of the year compared to last year.  The species of interest are Kusia, Ekki, Denya, Essa, Yaya, Fotie, and Tetekon in lumber form and Ceiba rotary veneer.

Domestic Plywood Prices

Brazil

Rotary Cut Veneer

(ex-mill Northern Mill)

per Cu.m

White Virola Face

US$145 (
White Virola Core

US$104 (
Plywood

(ex-mill Southern Mill)


Grade MR


per Cu.m

4mm White Virola

US$425 (
15mm
White Virola

US$280 (
4mm Mahogany 1 face

US$998 (
Indonesia

Domestic MR plywood

(Jarkarta)

per Cu.m

9mm


US$260-275

12mm


US$235-245

18mm


US$215-230

Other Panel Product Prices

Brazil 

Presently the domestic production of particleboard is inadequate to meet domestic demand. Producers estimate that the market could take at least 20% more than present production.  At the moment particleboard mills are operating at full capacity, with no eccess capacity to supply market requirements.  

A new particleboard mill will begin operation in a few weeks, but probably the market will only be fully satisfied next year as new capacity is available.

Export Prices

Blockboard 18mm

per Cu.m

White Virola Faced


5 ply B/C 


US$210 (
Domestic Prices

Ex-mill Southern Region
per Cu.m

Blockboard

15mm White Virola Faced
US$320 (
15mm Mahogany Faced

US$780 (
Particleboard

15mm



US$225 (
Indonesia 

Other Panels
 
per Cu.m

Export Particleboard FOB

9-18mm

US$120-135

Domestic Particleboard

9mm


US$150-165

12-15mm

US$150-155

18mm


US$145-155

MDF Export (FOB)

12-18mm

US$145-160

MDF Domestic 

12-18mm

US$160-170

Malaysia

Particleboard (FOB)


Export


per Cu.m

6mm & above

US$130-145

Domestic

6mm & above

US$135-155

MDF (FOB)

per Cu.m

Export 15-19mm
US$160-175

Domestic Price

12-18mm

US$165-170

Prices of Added Value Products

Indonesia

Mouldings

per Cu.m

Ramin casings

US$680-695

Laminated Squares

for turning 

US$320-335

Laminated Boards



Falkata wood

US$315-335

Red Meranti Mouldings

11x68/92mm x 7ft up



Grade A
US$535-550


Grade B
US$450-460

Malaysia

Mouldings (FOB)
per Cu.m

Selagan Batu Decking
US$570-585

Laminated Scantlings

72mmx86mm

US$460-475

Red Meranti Mouldings

11x68/92mm x 7ft up


Grade A

US$635-640

Grade B

US$490-500

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

Semi-finished FOB each

Dining table

Solid rubberwood laminated top 3' x 5'

with extension leaf
US$25.5-27.0ea (
As above, Oak Veneer US$41.0-42ea

Windsor Chair

US$8.0-8.5ea

Colonial Chair

US$10-11.5ea

Queen Anne Chair (with soft seat)

without arm

US$15.5-17.0ea

with arm

US$20.5-21.5ea

Rubberwood Chair Seat

20x450x430mm
US$1.25-1.40ea

Rubberwood Tabletop FOB per Cu.m

22x760x1220mm

sanded and edge profiled 

Top Grade

US$510-525

Standard

US$475-490

The special administrators of Timbermaster Industries Bhd (TMIB), the Malaysian furniture and Joinery group, has entered into an agreement with creditors on working together to expedite its corporate and debt restructuring schemes. 

Brazil

Edge Glued Pine Panel




per Cu.m

for Korea 1st Grade
US$630

US Market

US$550 (
Decking Boards

Cambara

US$670

Ipe


US$820

Report From Japan

Housing Starts Down Again

June housing starts were 113,098 units, 1.2% less than those of June last year. This was the second straight month of decline. Decline of family owner units resulted in a decrease in total starts, despite an increase in units for rental and units built for sale by developers. 

The decline in family owner units has continued for five consecutive months. Starts in June were 22.6% lower than June 1999. In particular, those financed by the Housing Loan Corporation dropped by over 50% to 16,834 units. Units built for rental have continued to increase for three straight months. Units offered by the developers showed twelve consecutive months of gain: up more than 30% in June compared to June 1999. 

Condo units rose 54% in June compared to the same month last year; in contrast, only 48,955 wood-based house units were built, down 16% on June 1999. Seasonally adjusted annualised starts were 1,266,000 units.

Weak Log Demand 

The Ministry of Agriculture, Forestry and Fisheries has published statistics on the supply and demand of logs in 1999. Total log supply was 38,876,000 Cu.m, 1.3% less than 1998. Logs for lumber production totalled 27,449,000 Cu.m, down 2.2% due largely to a 26% increase in lumber imports, which rose to 9,331,000 Cu.m. Logs for plywood manufacture were up by 9% to 5,524,000 Cu.m, mostly as a compensation for the 26% decline during 1998. 

Logs for wood chips and pulp continued to decrease because of an increase in the recycling of paper.

The supply of imported logs in 1999 was 20,139,000 Cu.m, a marginal 0.3% increase over 1998. Domestic log supply declined 3% to 18,737,000 Cu.m. 

Imports of Chinese-made Thin Ply

Japan Kenzai, the largest building material wholesaler in Tokyo, has started to import tropical hardwood thin ply manufactured in China. To begin with the company imported mainly 2.4mm 3 x 6 panels.

China has recently expanded poplar and tropical thin plywood production. Japan Kenzai has became interested in Chinese plywood because, in addition to the low price, Chinese plywood is considered by the company to be of good quality. Japan Kenzai is now considering dealing in Chinese-made floor base and 4 or 5.5 millimetre plywood.

Supply of Plywood

Japanese plywood supply (imported and domestic) in June was 647,000 Cu.m, down 10.4% on the same month last year and the first decline for two months. Domestic plywood production was 274,000 Cu.m, down just 1% on June 1999. Imports of panels (plywood and blockboard) totalled 373,000 Cu.m, down as much as 16 percent. The production of softwood plywood (100 percent softwood) was 106,000 Cu.m, up 22.6 percent.

South Sea Log Prices

There has been little active log trading since the Japanese national holidays in mid-August. However, plywood mills in eastern Japan, which had been restricting log purchases as much as possible, started buying some low-cost small logs after announcing plywood price increases.

Meanwhile. plywood mills in western Japan continue to hold down log purchases due to the depressed prices of their products, especially thin plywood. Consequently, there are some difference in log prices between East and West Japan.

Average log prices for Sarawak Meranti during August were about yen5,600–5,700 per koku CIF, unchanged from last month, although importers are asking yen5,800-5,900 because of the weaker yen. 

Meranti small is firm at yen 5,100–5,200 and super small is firmer, due to tight supply, at yen 4,200-4,300. with some offers of at yen4,500. Taun and Calophylum from PNG remain flat at yen 5,200–5,300.

Export FOB prices are unchanged from July. Meranti regular is at US$148–150 per Cu.m (SQ up). Small Meranti US$126–128 FOB and super small is US$110–115 FOB, both unchanged from July.

Offer Prices Climbing

 Relatively low-cost sheathing plywood is the focus of importersiIn the Tokyo area markets. Indonesian concrete formboard is being traded at yen 780–800 per sheet, about yen 10 per sheet lower than in July. Sheathing is firm due to tight inventory at yen720–750. 

Domestic concrete formboard is varying in price depending on the maker but, in general, it is flat at yen 800–830.

Structural softwood CD grade seems to have is bottomed out from about yen 600 to about yen 630–650 after the Seihoku group announced higher prices.

Imported thin ply is at yen 250–270 and domestic thin is at yen 250–260, both on the weaker side. Imported 3.6 mm is yen 350–360 and 5.2 mm is yen 450–460. Domestic 4 mm is about yen 420 and 5.5 mm is about yen 530, also softening.

Logs For Plywood Manufacturing


CIF Price 

Yen per Koku

Meranti (Hill, Sarawak) 

Medium Mixed


5,600

Meranti (Hill, Sarawak)

STD Mixed


5,700

Meranti (Hill, Sarawak)

Small Lot

(SM60%, SSM40%)

4,600

Taun, Calophyllum (PNG) 

and others


5,300

Mix Light Hardwood

(PNG G3-G5 grade)

4,100

Okoume (Gabon)

6,800

Keruing (Sarawak)

Medium MQ & up

7,100

Kapur (Sarawak) Medium

MQ & up


6,200

Logs For Sawmilling 

FOB Price 

Yen per Koku

Melapi (Sarawak)

Select



8,500

Agathis (Sarawak)

Select



7,500

Lumber
FOB Price
 Yen per Cu.m


White Seraya (Sabah)

24x150mm, 4m 1st grade
170,000

Mixed Seraya 24x48mm,

1.8 - 4m, S2S


42,000

August Wholesale Prices



Report from Korea

The South Korean economy, which grew by 9.6% in the second quarter, is likely to start slowing, putting more pressure on the country's unreformed banks and companies.

The growth rate compares to 10.8% in the second quarter of last year, according to the Bank of Korea. In the first half of this year, the economy grew 11.1%. The government also said that the seasonally adjusted unemployment rate in July fell to 3.7% from 3.8% in June, the lowest rate since December 1997.

In coming quarters, however, growth is expected to slow significantly. Economists see the trend as a natural return to moderate growth after a post-crisis surge. The increase in growth between the first and second quarters this year was only 1.1%, the smallest quarter-to-quarter increase since 1998. 

The Ministry of Finance and Economy expects annual growth this year to be around 8%.




per Cu.m

Meranti Regular 
W283,050

PNG regular

Calophylum/Taun 
W233,100

Solomon Dillenia 
W183,150

Pometia regular 
W199,800

Calophylum/Taun 

2nd grade 

W153,180

Mixed Red

W149,850

Sarawak Mixed

W133,200

NZ Radiata K-11m
W93,000

NZ Radiata KS-3.6m
W84,000

Wood Based Panels


Prices ex factory per sheet

Combi-Plywood 

12mm x 4'x8' T-1 W14,000

12mm x 3'x6' T-1 W 8,000

12mm x 4'x8' T-2 W12,500

12mm x 3'x6' T-2 W 7,000

Tego Plywood

12mm x 4'x8' Tego W20,000

12mm x 3'x6' Tego W10,500

Particle Board

12mm x 4'x8' W7,200

15mm x 4'x8' W8,000

18mm x 4'x8' W9,600

MDF

3mm x
 4'x8'
W2,800

6mm x 4'x8'
W5,760

9mm x 4'x8'
W9,780

12mm x 4'x8'
W11,520

15mm x 4'x8'
W13,900

18mm x 4'x8'
W16,150

Report from China

First Timber Market Survey

A brief survey of the national commodity market was recently undertaken by the State Committee on Trade and Economy and the State Statistical Bureau. The result revealed that there are a total 995 timber markets in China, of which 344 are wholesale markets the rest being retail markets.  Indoor markets with good services total 82, the remaining markets are open air. 

Over 70% of the timber markets (703) were established during 1990's.  The value of trade by the total timber markets was 19.93 billion yuan in 1998. In 1999 the trade  increased by 12.4% over 1998; taxes amounted to 210 million yuan in 1999, up by almost 11%. 1999 rental fees for market stalls totaled 180 million yuan, while market management fees came to 130 million yuan, down by 5.4% compared to 1998

The total commercial area of the timber markets reached 16.2 million square metres in 1999 and the investment in fixed assets amounted to 1.39 billion yuan in 1999.  Occupancy rates shop commercial stalls  was 62% in 1999.  Of all rented stalls, 42,000 or 88% are for business concentrating on logs and wood products.

The timber markets are not evenly distributed in China. Zhejiang province boasts 119 timber markets, ranking first in China. Next is Sichuan province, with 104 timber markets. Third ranked is Jiangsu province with 99 markets, however, there are currently no officially managed timber markets in Hainan province.

Log Imports top 6 million in First Half

The latest customs statistics reveal that first half imports in 2000 were 6,348,000 Cu.m representing 62.6% of the log import volume for 1999.  Of all imported logs, softwood log imports were 2,945,000 Cu.m, (46% of the total).  Hardwood log imports were 3,403,000 Cu.m, accounting for 53.6% of the total.  Sawnwood imports in the same period were 1,660,000 Cu.m, 76% of the total sawnwood import of 1999.  

Of all sawnwood imports, softwood sawnwood was 233,000 Cu.m, 14% of the total.  Plywood imports of the first half of the year came to 505,000 Cu.m only 48% of imports for the same period last year.

Growth in Chinese Furniture Exports

From January to June Chinese furniture exports amounted to US$1.81 billion some 17% above full year exports in 1999.  The furniture exports were second only behind steel and textiles terms of rate of increase. Furniture now occupies seventh  position in terms of the value of export earnings. 

Log Imports through Suifenhe Port

By July 7, some 1,004,000 Cu.m of logs with a value of US$66.77 million were handled by Suifenhe port in Heilongjiang province.  This volume represents an increase of almost 60% over same period of last year and amounts to 75% of the total log imports for the whole of last year at this port.  

The trade through Suifenhe is still predominantly border trade. Softwood logs accounted for 78% of the log imports.

Zhangjiagang  Port Log Imports

Log imports through Zhangjiagang port are continuing to grow. A total 761,000 cubic metres of logs were imported through the port January to June this year, an increase of around 40% over the same period of last year.

Russian logs through Manzhouli port

Some 1,053,900 cubic metres of Russian logs at a value of US$63,411,700 were imported through Manzhouli port in east Inner Mongolia up to June this year.  This level of imports represents a 7% increase over last year.   Of  the logs imported through Manzhouli, 90%  were Scots pine, the rest was Larch.

For statistics on China's foresty and forest products production and trade try: www.forestry.eazier.com
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News From Europe 

Tropical Forest Conservation Measures

Meeting in Brussels recently, delegations from the Council of Ministers, the European Parliament and the European Commission reached agreement on a draft Regulation on measures to promote the conservation and sustainable management of tropical forests and other forests in developing countries. 

The Regulation outlines EU financial assistance and expertise to promote the conservation of forests and the applicable conditions.  

Activities will include raising the status of forests in national policies and integrating forest policies based on sustainable forest management in development planning, encouraging environmentally  and socially responsible private entrepreneurship in the forest products processing and marketing chain, legal and tax measures and aid to the private sector.

Measures may also include encouragement for more efficient utilisation of forest products and technical improvement to downstream activities such as the processing and marketing of wood and non-wood forest products.  Also included is support for natural or assisted regeneration of forests and the promotion of alternatives to agricultural practices based on forest clearance. 

The agreement reached in the Conciliation Committee provides for a budget of Euro 249 million for a 2000-2006 programme for "sustainable management" and Euro 93 million for more specifically environmental actions.

Sawnwood and Panel Prices in the UK
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For more information on the trends in the UK market please refer to www.worldwidewood.com
US Particleboard and MDF Markets

Demand

The forces driving demand for engineered boards stem predominantly from the residential construction industry and from the furniture industry and other industrial end-users. 

US housing starts continue to move lower. Last May they fell to 1.59 million units (on an annualised basis), the first time in nearly a year that housing starts were below the 1.60-million-unit level. The single-family market took the brunt of the hit, with starts dropping to 1.25 million units, again the lowest number in over a year.

Mortgage rates are almost double those of a year ago; AKTRIN analysts expect that rates will continue their upward trend in coming months. 

The increased cost of borrowing is already being felt in housing markets and the negative impact will probably carry through to 2001. As a result, housing starts are expected to slip to 1.54 million units in the third quarter and to 1.52 million by the end of the year. In the longer run, slower income growth, also a consequence of higher interest rates, will further dampen the demand for housing. It is expected that housing starts will slip well below 1.50 million units in 2001. 

Mobile home production plunged to 250,000 units in the second quarter of this year, 15% fewer than in the first quarter. With no immediate prospect of declining interest rates, production is expected to fall as low as 240,000 units in 2001. 

Industrial output continued to surge in mid-2000, with annualised growth averaging over 6% in the second quarter. The confident US consumer and robust export demand, triggered by strengthening world economies and a weakening dollar, will further bolster industrial production in the foreseeable future. Growth is expected to be only slightly lower during the second half of 2000, averaging near 4%. 

Strong income growth is still fuelling furniture consumption. Furthermore, the large number of housing starts at the beginning of the year has now created a delayed demand for furniture. Household furniture production grew at an annualised rate of almost 4% in the first half of 2000. 

A portion of this growth seems to have resulted in involuntary inventory expansion, which will probably slow growth somewhat in the second half of the year. Demand should also weaken as both housing starts and income growth is expected to slow. Therefore, growth in furniture production is likely to drop to 1% p.a. by year-end and possibly turn negative in 2001. However, the downside risk is mitigated by the relatively strong demand for RTA furniture, a product which requires substantial amounts of particleboard. 

Growth of office furniture consumption will also drift lower next year, although it is not likely to turn negative. The lower growth rate is based on sagging corporate profits and ongoing business rationalisations. 

After averaging over 10% throughout the second half of the 1990s, year-on-year growth in non-residential construction expenditures slipped to just 2% in the first half of 2000. 

If economic growth doesn't slip excessively, analysts believe that growth in non-residential construction expenditures will stay at around that level in the second half of 2000. However, rising interest rates and slowing economic growth in 2001 are expected to dampen non-residential construction markets. Expenditures will be much lower next year and may even decline in the second half of 2001. 

On the basis of the above-described fundamentals in the various end-user industries, it is possible to estimate the present and future demand for engineered wooden boards. After increasing 3.7% in 1999, particleboard consumption could rise 2.5% to 5.80 billion square feet (BSF) this year. Lower levels of economic activity will prevent any growth in 2001; in fact, we may even see a drop of 0.8% to 5.75 BSF. 



Demand from home construction (and other non-industrial) end-uses is predicted to decline in 2001. On the other hand, demand from furniture (and other industrial) end-users will remain positive, although growth will be at a slower pace. Lower use of particleboard in the furniture industry (except RTA furniture) are the main cause of the slowing growth rate. Due to the better performance of the industrial segment, the industrial share of total demand will rise from 56% in 2000 to 60% in the first half of 2001. 

As a result of increasing use-factors, the MDF demand is holding up fairly well. After exceeding 2 BSF for the first time in 1999, MDF consumption may reach 2.33 BSF this year and 2.42 BSF in 2001. Nevertheless, the expected growth rate in 2001 (4%), is a far cry from the double-digit growth of the past four years. It is mainly declining growth in industrial MDF demand that is responsible for the lower overall growth rate. 

The non-industrial demand is performing better, but with a share of only about 43% it is unable to stem the drag from the industrial side. 



In conclusion, the particleboard and MDF markets have now entered a phase of weaker conditions compared to the furious pace set through much of 1999. 

Supply

The supply of engineered wooden boards can best be analysed with the help of two widely used ratios:  order/stock ratio, and  demand/capacity ratio. 

Recently, order/stock ratios for both engineered wooden boards fell sharply over year-ago levels. In view of lower orders, stocks of unsold products have been accumulating and order/stock ratios are now at the lowest level since early 1999. 

The particleboard order/stock ratio fell to around 1.75 as of mid-2000. For MDF, the combination of lower orders and growing stocks translated into an order/stock ratio of 1.51, down from 2.23 earlier in the year. 

Whether the recent weakness will continue depends on the future strength of furniture and cabinet production. If demand from these industries should wane, stocks at the board mills will climb further. Particleboard producers – and to a somewhat lesser extent MDF producers, too – would then have to curtail their output and/or cut industrial prices. 

Contrary to the order/stock ratios, the demand/capacity ratios for engineered wooden boards have been less subject to erosion. The ratios are presently climbing and are anticipated to reach a comfortable level in excess of 95% by the fall of this year. This would represent a slight improvement for particleboard but a slight deterioration for MDF on the basis of year-ago levels. The deterioration for MDF must be seen in the light of the industry's higher operating capacity. Furthermore, MDF and particleboard are suffering under rising imports. 

Imports

American particleboard imports are above year-ago levels, mainly due to increased shipments from Canada. Canada's share of imports stands at approximately 75%. On the other hand, imports from Columbia, Germany, Sweden and other countries are down. 



As Canadian capacity will further increase, analysts expect continued strong import growth in the USA, with double-digit year-over-year advances during the remainder of this year and most of 2001. Strong imports will bolster total domestic particleboard supplies. This may deflate somewhat the currently high particleboard prices in the USA. 

Similarly to particleboard, American imports of MDF are higher than last year. Again, the bulk of this is due to strong shipments from Canada. Imports from Chile are also higher, but those from Germany are down. Like particleboard, strong import growth is anticipated through most of 2000 and the first half of 2001.



Prices

Industrial prices for particleboard and MDF remained fairly stable in recent months and not much change is expected before the end of summer. 

However, prices for the lower quality grades of particleboard (underlays) – particularly in the western United States  – show some weakness, perhaps foreshadowing a drop in industrial prices. In fact, industrial prices in the Inland West have already edged off their spring peaks. 

It is likely that industrial particleboard prices will start to decline in the fall and will continue to move lower through 2001. The decline will be largely the result of the anticipated slowdown in the furniture market. 

MDF prices have not changed since mid 1999, but they may rise a little through the end of this year and the first quarter of 2001. This anticipated increase reflects the presently prevailing "below-cost prices" for many MDF products. Furthermore, rising use-factors will bolster MDF prices even as particleboard markets and the overall economy weaken. Prices may soften in the second and third quarters of 2001, but year-over-year MDF prices are likely to remain higher than this year. 

Even under the likely assumption of declining particleboard prices, little substitution is expected to take place between MDF and particleboard. Particularly in the east, the price ratio between industrial particleboard and MDF is still too narrow for manufacturers to switch to particleboard and thereby sacrifice the superior performance of MDF in most industrial applications. However, further declines in the price ratio could attract more substitution in 2002–03, thus slowing the growth of markets for MDF.

Other News from the US

IWPA and Certification 

IWPA's Board of Directors, aware of evolving changes in the industry and the current interest in certified timber products, decided recently to consider revision of the association's position on certification.  An Ad Hoc Certification Group was appointed in April to undertake the task.

The Association's statement on certification (unanimously approved by IWPA's Board on July 27, 2000  (presented in full below) acknowledges interest in certified timber products, recognizes the efforts that many countries are making with regard to improved forest management practices, and addresses efforts toward a process for mutual recognition between credible and market-oriented sustainable forest management standards and certification systems. 

This action now sets the stage for IWPA to provide an important new service to its members, to act as a source for information on developments in forest management and certification.

IWPA Statement on Certification

“The International Wood Products Association (IWPA) acknowledges the interest in certified timber products and verification of good forest management.   

A number of certification and verification systems are in operation or in development today, and IWPA makes no judgment against or endorsement of any single plan.

Certification can serve as an audit of work already being done toward improved forest management.  An absence of certification, however, does not mean there is a lack of quality forest management.

IWPA wishes to recognize the efforts that many countries and companies are making with regard to improved forest management practices.  Further, the Association strongly endorses the right of individual countries and companies which become involved with certification or the verification of forest management to pursue the development of their  own internal auditing system or the selection of one that is already established.

Global consensus has not been reached regarding the scope and viability for any single system of certification to be appropriate for all locations and all conditions.   Efforts are being made to develop an international framework of mutual recognition between credible and market-oriented sustainable forest management standards and certification systems.  

The development of a mutual recognition process or system should ensure that these various certification or verification systems (1) do not discriminate against different forest types, (2) should be regularly reviewed and updated, (3) should be transparent, and (4) should be cost-effective, recognizing that there is no clear indication that the cost of certification can be incorporated into the pricing of the wood products being produced.

The International Wood Products Association and its member companies strongly endorse the development of a mutual recognition system and support any and all efforts that will further enhance management of the world's forests and the growth of global and sustainable trade in wood products”.

Approved by the Voting Members of the IWPA Board of Directors, 7/27/00



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 Grants for Trade and Industry
ITTO offers fellowships, from the Freezailah Fellowship Fund, to support human resource development and strengthen professional expertise in member countries in tropical timber industry and forestry sectors. The goal is to promote sustainable management of tropical forests, efficient utilisation and processing of tropical timber, and better economic information on the international trade in tropical timber.  

Fellowships are provided for short-term activities, such as participation in training courses, training internships, study tours, and lecture/demonstration tours or attendance at international/regional conferences.  Fellowships can also be used for technical document preparation, publication and dissemination, (e.g. manuals and monographs), and finally the ITTO Fellowship Programme can provide small grants for post graduate studies. The maximum amount for a fellowship award is US$10,000.

The recent examples of activities supported by fellowships in Trade and Industry are:


short training courses on "Information Technology and Management", "Statistical 
Methods for Forest Products Research", "Forest Certification", and "Classification of 
African Timbers"; 


attendance at the International Conference on the Development of Wood Science, 
Wood Technology and Forestry,  the International Teak Conference, and the IUFRO 
World Congress; 


small grant to supplement MSc research on “Export Behaviour of Wood-based 
Furniture Manufacturers and to supplement Ph.D. research on "Implications of 
Tropical Timber Certification for Ghanaian Timber Exports and Sustainable Forest 
Management";


establishment of an On-line International Tropical Timber Information System

Only nationals of ITTO member countries are eligible to apply.  Applications are appraised in May and November each year.  The next deadline for applications is 28th March 2001 and this is for activities that will begin no sooner than July 2001.

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

Dr. Chisato Aoki, Fellowship Programme, ITTO; Fax 81-45-223-1111; 

E-mail,        itto@itto.or.jp

ITTO’s Tropical Forest Update
A quarterly newsletter from the International Tropical Timber Organization to promote conservation and sustainable development of tropical forests

For a free subscription, send your postal address to the TFU Editor, c/o ITTO

itto@itto.or.jp

12 Month Tropical Timber Product Price Trends
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