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Log producers are facing the prospect of selling logs at prices
below production cost. The STA has appealed to Japanese
buyers to understand that prices cannot drop any lower. Log
production costs have increased as plant maintenance and
transport costs have risen sharply,

Solomon Js""d,

Forestry Dep"rt", e"t findic"tire FOB Prices cmd
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In recent times, differing perceptions of the market by
the Forestry Department and the SIFIA has resulted in
marked differences in price expectations, The SIFIA
reports the FD indicative prices of the past 2 weeks but
does have strong reservations on these indicators given
the prsent market conditions.

The market continues to be very depressed and sales are
down. Many companies are reducing or suspending
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At current prices operators are reoporting that they cannot
recover costs of production andthdttli'e ex^on tax on FOB
values only increases the losses. Even at FOB prices of
PNGK90 ($60) per Cu. in tax is charged at 15%.

The FTA has called for an immediate cut of 20% in export
tax"rates, which would eliminate, the tax at the low end of
the market and maybe allgwJp!Q^I!g^. rs some alternative to. . ..*, ^~.

a closure of 91^.erations. The Government has re;sponded
with a proposal. to reduce rates by 7% ill. !\joyember and
ipossibly a furtherareyiew of rates in March-depending on
marketconditions:
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Hoppuston equivalentt0 1.8 Cu. in. Teak 3-4th Grade for
sliced veneer Teak gr;Ide 1-4 for sawmilling. SG Grade 3
3ft - 4ft, Ii" girth, other gr4des 5ft girth minimum.
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The F1A now estimates that 30% of the industry's capacity
is shut down and 1997 log exports will be 2.4-2.5 million
Cu. in, a drop of approximately 12% on 19^6. Lay-offs of
forest industry workers are expected toreach at'least2,000
by the end of November and 3,000, approximately 25% of
the totalsector workforce, by the end of the year

It is estimated that there is currently still 350,000 Cum of
wig. Qinmjtted logs in stock. While this is an improvement
qnthe end of September stock level, (estimated at 460,000
Cu. in), much of the remaining stock may be difficult to
move due to degrade.
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In 1996 log production was around 1.4 million Cu. in,
most of which was consumed by the domestic market,
only a smallftaction was for export. Exporters have been
focusing their interest on high value species, principalIy
mahogany and cedar and occasionally on otherspecies.
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International Sawnwood Prices
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Per"

During 1996Peru GamedUS$26. 6mil. from timber exports,
almostexclusivelyinthefonn of sawnwood'. On the other
hand, imports offorestproducts totalled Us$197mi1, 85
% of which was pulp and paper.

In the first quarter of this year exports of forest products
amounted Us$20.3 millfthisrateismaintainedthentimber

exports for the year will be doubled. Imports have
maintained the same trend as lastyear.
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Domestic Satinwood ' nets

ReportfromBr"at!
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Malaysiahasplanstobecomeanexporterofpul
by the year 2000 when at least 6 mills will repQ
operation. Currently only the millin S^ball pro
Malaysiaisforging. ahead with its, plantation pro
ensure adequate resources are available.
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Taiw"" Province qfCfoi""

F"rinit", e

Dining satte (:F'OB)
Oak VeineeredMDFi"61es""d

chairs (6perset) 4fidi@.
DSS165-J8@perset\I

Dim^, g, ,"612 Cheery veineer
Occ"stomalt"61e Cherry veineer

Us$28-30ec!ijoy2f"c<,,

Con umer's Report

Repo From Japan

The Tokyo branch of the South-seaLumberAssociation is
reporting that some logs from Sabah are of generally good
quality and could boosttropicallumber in the market. Log
prices are down across the board and there are no signs of
improvement. Log buyers are keeping out of the market.

October Wholesale Prices

Indonesian Plywood
24nnn (thin plywood, Ahad) 920X 1830

3.61nm (linchum ttxidoress, OVL) 910X 1820

5.21nm (ninthumthidaiess, OVL) 910X 1820

85nnnforsheathing(UTY) 910X 1820

11.5mmforfoundation 910X 1820

121nmconcrae-Ibnnply (JAS) 900X 1800

11.5mmfloofuigboard (JAS) 945 X 1840

3.6mmbaseboordforova. lays(OVL) 1230X2440
5.2mm for paling 1230X2440

85nmfor patirig 1230X2440

Malaysian Plywood
920X 183024nnn(thin plywood, A had)

3.6mm (rimdiumthideriess, OVL) 910X 1820

52nnn(linchumthideriess, OVL) 910X 1820

910X 182085nnn for sheathing(UTY)
910X 182011.51nm forfoundation

11.51nmconcrete-16nnpb, (non-JAS) mux 1800
1/5mm flooring board (nori-JAS) 945X 1840

36nnnbaseboardforoverlays(OVL) 1230X2440
SoftwoodPlywood

9.5mmfoundation of wall(JAS)
125mm^jailhing(I&GJAS)
15.5mm foundation (T&G JAS)
95nmforpxhiig(nori-JAS)

Particleha"'d

12/1unfor woodworkirig

15mmforwoodworking
OSB

11.91mifoundation of roof(JAS)

9.5mmfoundationfbr2by 4
6.51nmforpatiiig(non-JAS)
9.51nmfor arkiri non-IA

Plywood production continues to decline as the marketis
weak. The usual autumn surge in consumption did not
occur. Housing starts are low and the construction sector
is depressed.

Nippindo has announced that it will be reducing the
acceptance of orders, it has lowered deliveries to 200,000
Cu. in permonthdown from 300,000 Cu. in permonth before
August. The supply of plywood in the market exceeds
demand.
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Report From China
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The tariff for these Imported Forest Products has been
reduced to 22 % (effective October I)

Cm

in

Commodity Code
9401

4000

5000

Policieso" Capital/"vestme",

In order to quicken the pace of overseas capital investment
and to regularise its distribution, the Chinese govenunent
is preparing to introduce a new strategy as follows:

6100

Sectsco"vertiblei"to beds

Sectsqfc""e, b"inboo or
similar materials

Other sects with styip"of cmd
woode"^'"mes
Other sects with woode"

frames
Seats with sq/rpcd""dinet"I
IF"", es
Otherse"ts with met"Ifr"mus
Otherse"ts

Parts @1theseats

6900

The emphasis, for attracting overseas companies to invest,
has been shifted away from a regional emphasis to one of
an industry emphasis.

7100

7900

8000

9000

9403

1000

2000

3000

4000

Efforts are underway to strengthen the competitive market
mechanisms andto ensurethatregulations are uniformally
applied.

Policies and lawstoprotectcompanies from monpolies are
being drafted.

Met"! CIO'ice/"ratt"re
Other metalI"r"it"re
Woode" myice/"rinit"re
Woode"Kitefoe"/"rinit"re

Capital investment in Middle and Western China will be
encouraged.

5010

5091

Join, -ve"t"replywoodF@cton,

5099

60ZO

609Z

It is reported that Chinese entrepreneurs visiting Egypt
showed interest in building ajoint-ventureplywood factory
in Egypt. China considers that Egypt could become an
important marketfbrplywood.

Rose woodBedroom/"rinii"re
L"cq"eredwoodBedroom

I"rinit"re
Other woodBedroo",/"mad"re
Other Rosewoodf"r"it"re
Other ICcq"eredwood
I"rinit"re
Other woode"I"rinit"re
Plustic/"rinit"re
F"ratt"re ofc""es, b"", boo or
similarm"termls

F"rinit", e @10tfoerm"ten"Is

6099

7000

8010

Forestryjoint-veint"reprqjecti" Heno"sting Province

HebeiWoodCorporationLimited, the largest forestry joint-
venture in Henongjing Province, with a total investment
capital ofyiian 130 million ,has been completed and is in
production inHarbinrecently. The companyuses imported
equipment andtechnologiesfrom Gennanyand Switzerland
and is the first flooring stripjoint-venture entreprise.

8090

V01.2N0. 21 November 1997

Some 500,000 in2 of three-layer compound flooring strip
will be produced annually and sold to Europe. The
establishment of this corporation will enhance the further
utilisation offorest resources in Heilongjing Province and
will open up the way for wood products going into the
international market.

F"rinit"reM"",!Icet"ringEq"^, me"t

The authority of the China Furniture Association said that
since the 1980s, China furniture industry has introduced a
lot of technique and imported much equipment and
furniture to meet the domestic market need

Only in 1996, the expenditure on above items wasbeyond
Us$ 0.8 billion. fits projected that the need of furniture in

10 Tropical Timber Marketlnfonnation



International T

Chinese market will be increased by 10%' annually in the
coming 10 years, which wil offer. a good opportunity for
overseas fumitur coming into Chines market.
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From Europe all Update o111r'rance

In 1997 the French production of filmitt!re should register
a lightincrease (+ 0.6% compared to 1996) and, according
to forecasts;it should increase by-a further +2.4% in 1998.
As far as external trade is concerned, furniture exports
should increase by 8% this year, while imports should
register a 2% decrease. In 1998 both imports and ,;xports
are expected to grow, by 3.5% ,and 6% respectively
Furniture consumption will decrease by 1.7% in 1997, but
it is estimated to grow by around 2% in 1998

In the firsthalfof1997 Senbo, the Frenchwood processing
group, registered a 57% fall in net group profits to FFr
600,000. his was mainly due to a FFr 6.1 million
exceptional loss posted by Senbo as part Qfthe selling of
its subsidiary DoIOUets, despite a 5% increase posted by its
wood furniture subsidiary and the improve in results of its
parquet activity.

LigneRoset, French furniture store, ht!s set up its firstoutlet
in Thailand. Forthe French group, the branch in Thailand
is the second one in Sout East, Asia, besides Singapore

Manufacturers Prices in France

No price movements overthe pasttwo months have been
reported from correspondents jin the furniture industry in
France. The French economy continues to be depressed.

Consumer confidence is low and retail sales are down,

aggravated by an unemployment rate which has. stood at
12.5 percent forthe past 8-9 months.
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F"rinit"re""dCompo"e"ts while Japan, ranking third, controls a share of over 109'0 of
the world production of furniture.

The past decade has witnessed stationary demographic
trends and slow growth in the European economy, this
broughtaboutanendtothe'boom mresidentialinvesiments
and, asaresulj, adecline intriepurchaseoffumiture. Added
to these structural factors, the policies forthe reorganization
of national finances adopted by almost all European
countries have alsoaffectedfamilyconsumption, especially
that of consumer durables. Europeanc, ompa!lies, as areSUI^r . ,.,'

are looking. for new outlet markets fortheir production.

The international trade figures for th^ furniture sector in
1996 showed that the trend that had emerged in the
preceding twoyears continued andwas, in somecasgs, more
marked:t^ere was an obvious drop in the flows within the
European Union, and, a, sharp increase in the flQ};ys from
Eastern Europe to Gemiany.

There is a progressive increase also in the flows towards
Eastern Europe and Russia (especially from Italy and
Gemiany) andproducersftomtheFarEastaremakingtheir
entry into European markets. Scandinavia and the
Mediterraneancountriesarenetexportersoffuniturewhile
the rest of the. European Union countries are basically net
importers.

In the furniture industry, in general, the production is not
very 90ncentrated. In 1996 the. top 50 furniture producing
companies in Europe provided about 18% of global
production. Of these, 20 were German, 8 Scandinavian, 7
French and 6 Italian.

In ternis of the concentration of supply, the sit!!at!on is not
unifonn throughout Europe: the greatest difference being
betweenthecountriesofSouthemEuropewithanextremely
fragmented supply, and the other large countries with a
higher degree of concentration. The highest cor!centi'ation
is in Germanywhere over 25% of supply is int^. e hands of
the top ten companies.

In 1996 the in< consumption offurniturewas worth aboutOther"e", SIromE"rope
ECU 7.1 billion, accounting for 12% of the total European

In 1996 European furniture production grossed ECU 63 consumption. In 1997 it should increaseby 5.5%, while
billion, down 1.6% at current prices compared to the forecasters see afurther49, '0 growth in 1998.
previous year. Scandinavia contributed 9.3% of the total;
Germany, Austria, Switzerland, Belgium and the Ikea is planning to set up its own prodi!ctio!gofwooden
Netherlands35.8%;France, the United Kingdomandlreland furniture in Eastern Euro. pe, in 90/1aboration with
22.2%, and Italy, Spain, Portugal and Greece 32.69'0. SWGdwood. About 20 new production sites might be
Western Europe produces about 35% of the world's established in the turn of5 years. As aconsequence of this
furniture. By way of comparison, the Us produce 20%,
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SWGdwood should double its turnover to around SEK 3.5 exception of Hard Maple. Prices forthiswood have been
billion. The Balticstates, Polandand Slovakiashouldreceive soft for quite some time, both in the Northern and
more production sites, while Swedwood production plants Appalachian growing regions.
might also be established in Russia

Some reference prices for lumber in selected producer
Pervomaisky, a Russian saw milllocated in the Republic of regions are shown below as of October I, 1997:
Chivashia, has started to manufacture fumed table legs and
other furniture components to be exported to Italy. Items Prices for 1000boardfeet(MBF), I inchthick, topquality)
have been ordered by an Italian company, Onnialyas Sri,
which plans to deliver to Pervomaisky modern wood
processing equipment

Acquisition continue in the UK furniture and home textiles
retailmarket. Kingsbury has been taken over by H&C, the
group formed in 1996 from the merger of Harveys and
Cantors. Thanks to the acquisition, worth GBt 48 million,
the H&C group moves into third position in the UKmarket,
with 379 stores and a total turnover of GBt 250 million

IIS eport

With the exception of Particleboard and Medium Density
Fiberboard (MDF), virtually all prices of solid wood raw-
materials continue to be on an upward trend. In fact - as of
September 1997 - most prices had reached an all-time peak

Generally speaking, products with a low added value
advanced more than products with ahigher added value. For
instance, the price index for rough hardwood lumber from
domestic American species advanced by 8.6% between
September 1996 and September 1997.

The price increase of imported Mahogany lumber was even
steeper, that is 10.1%. Merantifrom SE Asia advanced by
5.7%during tilesametimeperiod. Incontrasttothis, wooden
raw-materials with a higher added value experienced price
increases of lessthan 5%. Hardwoodplywoodmayserveas
an example, prices are only 0.4% higher than one year ago.

The recentprice increases must be seen in lightofthemassive
price erosion which occurred during 1995. Ifprice
movements are analyzed overthe longtenn, the inflationary
impactis minimal. Formstance, prices for rough hardwood
lumber are only2.8%higher than on January 1995. However,
prices for imported Mahogany wood have been on a rapid
increase for several years, compared to January 1995, they
are now 22% higher.

This year's price advances for American hardwood lumber
apply to most species and most growing regions, with the
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On the other hand, manufacturersusinga lotofparticleboard
and MDF, such as kitchen cabinet manufacturers and
manufacturersofRTAftimiture, sawtheiroperatingmargins
Improve

Prices for composite wood panels are stilldeclining. The
added output of the mills, which have been built or
expanded during the past few years, is now flooding the
market.

me

It will take at least another six to twelve months before

the excesscapacitywillbetaken-up byend-users, andthis
only ifthe good economic conditions in North America
carry over to the next year.

From a long-tenn perspective, MDF-prices-have fallen
more than particleboard prices. Based on an indexoflOO
as of January 1995, 'MDF is presently standing at 79.4,
while particleboard is at 85.3.

Recently, the situation has changed somewhat. ItsGems
that particleboard prices are now under'the most severe
price pressure

Prices of most finished and semi-finished wood products,
with the exception of mouldings, have been on an upward
trend for several years and are now at, orvery close to, an
alltime peak. Nevertheless, the price advances during
the pasttwelve monthsweremoremoderatethantheprice
advances of the raw material inputs.

It can be concluded, therefore, that the operating margins
for secondary woodproductmanufacturers declined. This
applies in particular forthose manufacturers using much
solid wood and imported lumber, especially Mahogany.

Manufactorersofwooden office furniture also benefited from

a strong demand for office furniture. and, by implication,
above average price increases forthe finished products.

This, in combination with declining prices of particleboard,
has further boosted the profitmargins intrie office furniture
industryo
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DollarAustralia 14279

Austria SI:hilling 12.04

Belgium Franc 35.29

Bolivia Bolivian0 5.31

Brazil Real 11007

Cambodia Rie! 3000

Cameroon CF. A. Franc 572.81

Canada Dollar 14047

Central African Republic CF. A. Franc 572.81
China Yunn 8,2817

Colombia 1290.5Peso

Congo DR NewZaire 117500

Congo, People's Rep. CF. A. Franc 572.81

Cote d'Ivoire CF. A. Franc 572.81

Denmark Krone 65098

ECLiador Sirere 4247

Egypt Pound 34015

Ftii Dollar 14863

Finland Markka 5,1524

FrancFrance 5728 I

Gabon CF. A. Franc 572.81

MarkGermany 1.71

Ghana Cedi 2230

Drachma 269.31Greece

DollarGL^, aria 142.8

Hondiras, Rep. Lempira 13,205

India 36.532Rupee

World Value of the Us Dollar 7th November, 997

Indonesia

Ireland

Italy

Japan

Korea, Rep. of
Liberia

Malaysia

Myanmar

Nepal
Netherlands

NewZealand

Norway
Panama

PapuaNewGuinea
Peru

Philippines
Portugal
Russian Fed.

Spain
S^eden

S\Nitzerland

Thailand

Togo, Rep.

Trinadad and Tobago

United Kingdom
Venezuala

EU

Rupiah 3300

06615punt

1677.35Lira

123.78Yen

Won 980.3

Dollar

Ringgit 3,399

62616Kyat
56.95Rupee

colder 19277

NZDollar 1,5958

69386Krone

Balboa

Kina 15279

News)I 2,7125

34,975peso

ESCudo 174.68

5892Ruble

Pesata 144,535

74493Krona

13953Franc

Baht 38.55

CF. A. Franc 572.81

Dollar 6.18

Pound 05924

498.8Bolivar

11555ECU
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This Market Service can be accessed on the ITTO Internet Home Page at:

int, p://WWW. it10.0r. ip

It is also freely available by E-mail.
To be included on our E-mail mailing list please send your E-mail address to:

injadams@it10.0r. ip or itto@mail. itto-"met. oc, I, me. ip
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