FLEGT VPA Independent Market

Monitoring (IMM)

ITTC Market Day, Lome, Togo, December 2019

i

aie)

Independent Market Monitoring of FLEGT-Licensed Timber

3



Introduction

*Sustainable Timber Information Exchange
(STIX)

FLEGT VPA partners in trade
Global tropical timber trade
EU timber trade

* Indonesian (FLEGT licensed) timber in EU
trade

* VPA partner trade flows in relation to
certified flows

*Concluding comments



STIX

SUSTAINABLE
TIMBER
INFORMATION
EXCHANGE

www.stix.global

Joint ITTO-GTF initiative

On-line, updated monthly, open source, wood product trade flow
database & dashboard

HS44 (wood), 47 (pulp), 48 (paper), 94 (furniture)
Highest HS resolution

Current coverage 44 countries, all the largest importers, >85% of world
consumption

Value data standardized (USS, Euro)

Quantity data: as nationally reported, to be standardized in 2020 (tonnage
& roundwood equivalent volume)

EU28 COMEXT data combined with data procured from BTS for Indonesia,
Malaysia, Brazil, Chile, South Africa, China, Hong Kong, Taiwan, USA,
Canada, Japan, South Korea, Switzerland, Norway, Australia, New Zealand
(plus Russia in 2020)

Data validation routine for COMEXT, to be extended to BTS data in 2020

National authorities encouraged to contribute data where there are gaps
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FLEGT VPA status

 FLEGT Licensing

VPA initialed (South/Central America)

- Indonesia * Guyana
* VPA implementing (Asia)  Honduras
) Vietnapm 9 * VPA negotiating (Asia)
* Lao PDR
* VPA Implementing (Africa) * Malaysia
« Cameroon * Thailand
+ Central African Republic « VPA negotiating (Africa)
* Republic of Congo + Cote d’lvoire
* Ghana + Democratic Republic of Congo

« Liberia « Gabon




Value in USS billion (constant 2019 prices)

Global tropical wood trade by product group:
2004 to 2018, projected 2019

m Fuel & other primary
wood material

m Logs
Composite panels
Plywood and veneer

m Sawnwood and
mouldings

m Joinery & other added
value

m Wood furniture

Source: ITTO IMM
analysis of COMEXT,
& BTS Ltd data



Value in billion USS (constant 2019 prices)

Tropical wood product imports by
global region 2004 to 2018, projected 2019

12

10

e China/Hong
Kong/Taiwan POC

North America

Northeast Asia

India/South Asia

Southeast Asia

Middle East

Pacific

Source: ITTO IMM
analysis of COMEXT, &
BTS Ltd data



Value inbillion USS (constant 2019 prices)

Tropical wood exports by major suppliers, 0.15
200/ to 2018, projected 2019
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Value in USS billion (constant 2019 prices)
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Global tropical wood trade by VPA status
2015 to 2018, projected 2019

m No VPA
Negotiating (As)

m Negotiating (Af)
Implementing (As)
Implementing (Am)

m Implementing (Af)

m Licensing (Indonesia)

Source: ITTO IMM
analysis of COMEXT,
& BTS Ltd data



% of global tropical wood import value subject to

import control in 2019

Projected global tropical wood trade in 2019: US$34 billion

o

28%

m EUTR
m EUTR (EEA)
» US Lacey Act Amendment
® Japan Clean Wood Act
Rep. of Korea Sustainable Use Act
m Australia lllegal Logging Proh. Act
= Malaysia TLAS Import Regulation
© Indonesia SVLK import conditions
m Viet Nam TLAS Import Control*
Swiss Env. Act Amendment*
= China

® Other unregulated
* Regulation under
development in 2019

Source: FLEGT IMM analysis of BTS Ltd & COMEXT trade data & various policy documents




EU market:
challenging
ground for VPA
partner suppliers

Sluggish growth in end
use sectors:
construction, flooring,
other joinery, wood,
furniture

Overwhelming fashion for
European oak...squeezing
out alternatives...including
tropical and temperate
hardwoods

Focus on engineered
wood...favours
consistent quality &
supply from
plantations

Huge sophisticated

panel industry - 60

million m3 annual
production

New surfacing
technologies to match
hardwood texture, tone,
& colour, ensure
longevity & ease of
maintenance....

Domestic manufacturers
dominant in furniture (87%
domestic), flooring (75%),
doors (95%), windows (95%),
EWPs (>95%), sawn
hardwood (83%)

Trends favour local
manufacturers: JIT,
product returns, EU
standards, consumer
trend monitoring,
environmental

A few exceptions: plywood
(48% imported), veneer
(31% imported), hardwood
decking (no data), sheet
piling for waterworks (no
data), wood garden
furniture (no data)

Import penetration
dominated by Russia,
Ukraine, Belarus,
Turkey, Bosnia,
Serbia....

China losing import share
in furniture/flooring &
some new Chinese
investment in EU
manufacturing




Share of value in €

Share of EU wood imports by supply
region - 2004 to 2018
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10 strategies to improve the
market position of VPA
partner timber in the EU

* Ordered by priority and likely effectiveness at IMM Trade
Consultations

Regulatory approach: increase supply of FLEGT-licensed timber &
effective enforcement of EUTR

Gather LCA data on tropical timber & promote wider environmental
benefits (e.g. carbon)

Recognise FLEGT licensed timber as equivalent to FSC & PEFC in
government procurement

Liaise with ENGOs

Private sector voluntary: FSC/PEFC certification, responsible
procurement policy, Fair & Precious brand

Move up the value chain - more secondary, tertiary and EWPs
Promote technical qualities to engineers, architects and specifiers
Research matching timbers to end-user applications

More engagement in EU technical standards-setting bodies

Pro-active steps to build B-to-B relationships (e.g. trade missions, trade
shows etc).

« Zero rated (No votes at any IMM Trade Consultation)
Deregulation. i.e. repeal EUTR & FLEGT VPA obligations



USS billion

EU imports of tropical wood products by VPA EU import value of tropical wood products by

status - 12 month rolling total VPA status - 12 month rolling total
Jan-16 to Sep-19 Jan-16to Sep-19
5.0 NB excludes 120 NB excludes
chips, pulp and chips, pulp, and
paper paper
1.00
B No VPA ==No VPA
B Negotiating (As) == icensing (Indonesia)
Negotiating (Af) 5 080 Implementing (As)
Implementing (As) E ==Negotiating (As)
0 B Implementing (Am) 5 0.60 ==|mplementing (Af)
Negotiating (Af)

B Implementing (Af)

M Licensing (Indonesia) /\/ Implementing (Am)
0.40

0.20
Source: ITTO-IMM
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Indonesia timber product export quantity by
destination region: 2014 to 2018, 2019 projected
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EU imports of wood products from Indonesia -
12 month rolling total
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Licensing starts 15 November 2016

—Wood furniture
—Plywood

Mouldings

Doors and frames
—Charcoal
—Qther joinery
—Sawnwood
—Marquetry
—Flooring
—Other

Source: ITTO-IMM
analysis of Eurostat
COMEXT

million USD

EU Member State imports of wood products
from Indonesia - 12 month rolling total
Jan-16 to Sep-19
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million USD

EU imports of pulp and paper from Indonesia -
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Uneven growth in forest certification

Worldwide area of 3rd party certified forest - Forest area by global forest region and
" 200010 2018 certification status
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“Exposure to verification” in Intra-EU and Extra-EU wood
(HS44 & HS94) trade in 2007, 2012, and 2018
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“Exposure to verification” in Extra-EU wood (HS44 & HS94)
trade by major source of supply in 2018
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Concluding comments

* Recent global trade flow trends increasing role for VPA partner
timber products

* In 2019, 70% global tropical timber imports by countries imposing
regulations requiring legality assurances

 FLEGT VPA process offers scale in provision of these assurances

» Success of FLEGT should not be judged only on narrow metric of
rising share of EU market

* Nevertheless early signs FLEGT is having a positive impact in the
EU market

. Strotng support for FLEGT licensing & EUTR in EU importing
sector

» Concerted effort required to remove remaining barriers: expand
recognition in procurement policy; raise awareness of
sustt_?mqtblllty benefits; build on potential synergies with forest
certification

 Targeted communication of FLEGT emphasising link to carbon
mitigation
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