
 August 13, 2010

MADISON’S CANADIAN LUMBER REPORTER  •  P:  604-984-6838 •  madrep@shawcable.com  •  www.madisonsreport.com

2

News & Updates
Madison’s Timber Preview

This week’s issue of Madison’s Timber Preview examines recent movement by Mis-
sissauga, ON’s, Sino-Forest Corporation to grab large share control of three timberland 
holding companies out of China, one with significant timber rights in Suriname. Glowing 
2Q 2010 financial results, including net earnings compared to 2009, are detailed.

Contact us any time for a subscription.

US Real Estate
The number of US homes lost to foreclosure surged in July as lenders took back 

more properties from homeowners who were in default for months on end. Lenders re-
possessed 92,858 properties last month, up 9 per cent from June and an increase of 6 per 
cent from July 2009, foreclosure listing firm RealtyTrac Inc. said Thursday.

Major US banks wrote off approximately US$8 billion on mortgages in the first 
three months of this year, on track to repeat – or even surpass - last year’s full-year total 
of US$31 billion.                                      READ MORE

More Wild!res
With the hottest weekend of the year approaching in British Columbia, Ministry of 

Forests and Range staff are reiterating warnings about preventing human-caused for-
est fires. There is a zero expectation of precipation for almost the entire province, and 
temperatures are expected to soar to between 20 and 31 degrees Celsius for significant 
portions of the Interior, both north and south, and for the mid-coast.

Meanwhile, Heavy downpours cooled Russia’s capital after weeks of no rain and un-
precedented heat, but dozens of wildfires still rage around Moscow on Friday and a new 
blaze was spotted near the country’s top nuclear research centre.            READ MORE

Japan Housing Starts
According to Japan’s Ministry of Land, Infrastructure, Transport and Tourism re-

port published on July 30, June housing starts in Japan increased after the decline in 
the previous month to 68,668 units, up 0.6 per cent from the same month a year earlier, 
according to the Japan Lumber Journal. 

However, the seasonally-adjusted annual rate fell below the 800,000-unit mark for 
the third consecutive month, with 750,000 units.                                            READ MORE

Pulp, and Printing and Writing Paper Shipments
This week pulp prices began their expected drop; most analysts agree pulp will see a 

downward slide for a year, after a unusual propping-up through 2009 due to new demand 
out of China. However chips and sawmill residue continue to be scarce, due in large part 
to continued high pulp production and new demand from biofuel producers globally. 

Pulp price tracker FOEX.fi printed Tuesday a US$1.40 drop in North American 
NBSK price to US$977.50 per metric ton, which is still up US$178.86 since the begin-
ning of this year. Informed pulp market watchers expect continued softening over the 
next year.                                                                                                READ MORE
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Weekly News
Home Sales, US

CONTINUED          Among states, 
Nevada posted the highest foreclosure 
rate in July, with one in every 82 house-
holds receiving a foreclosure notice. The 
number of properties in Nevada receiv-
ing a foreclosure warning last month 
rose nearly 7 per cent from June, but fell 
nearly 30 per cent from the same month 
last year.

Meanwhile, Housing prices firmed 
in 2Q 2010 -- mostly due to the extension 
of the first time home buyer credit and 
low mortgage rates, according to a sur-
vey released Wednesday by the National 
Association of Realtors.

The NAR said 100 out of 155 metro 
areas saw higher median home prices 
compared to a year ago, and distressed 
sales were down four per cent from last 
year. 

“Prices in some areas remain below 
replacement construction costs, so even 
with an elevated supply of existing homes 
on the market we don’t expect any conse-
quential movement in home prices for the 
foreseeable future,” NAR Chief Econo-
mist Lawrence Yun said.

Wild!res Globally
CONTINUED         Russia’s Emer-

gency Situations Ministry said its teams 
have managed to reduce the area covered 
by wildfires, but more than 500 are con-
tinuing to burn across the country, in-
cluding 29 around Moscow. About 14,000 
firefighters are battling blazes around the 
Russian capital.

Russia was receiving help from the 
United States, which on Friday began de-
liveries of firefighting equipment valued 
at US$2.5 million, the US Embassy said. 
The state of California also has contrib-
uted fire-protective clothing.

A new wildfire also started east of the 
nuclear research facility in Sarov, 300 
miles east of Moscow. The blaze spread 
quickly, prompting firefighters in the re-
gion to call in reinforcements from neigh-
boring areas.

Two firefighters have been killed bat-
tling forest fires in Spain that officials sus-
pect were started deliberately. The blazes 
broke out on Thursday night near a village 
in the Pontevedra province, in the Galicia 
region, and had been fanned by shifting 
gusts of wind.

They have now been brought under 
control but over 250 acres of forest has 
been left burnt and blackened.

Authorities in Portugal struggled 
Thursday to contain wildfires sweeping 
across northern parts of the country.

The Civil Protection Service said it was 
fighting 29 wildfires in forests parched by 
weeks of hot, dry weather, including the 
hottest July in almost 80 years.

More than 600 firefighters, more than 
200 vehicles and nine aircraft were de-
ployed, the Civil Protection Service said 
on its website. Army bulldozers were cut-
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ting firebreaks in the northern Peneda-Geres 
protected nature reserve where they helped 
extinguish one of two wildfires.

Housing Starts, Japan
CONTINUED        By construction method, 

prefabricated houses increased  8.3 per cent 
in the wake of the previous month to 11,417 
units . Two by four houses marked the fifth 
consecutive month of year-to-year increase, of 
6.3 per cent, with 8,842 units. Wooden houses 
increased for the sixth consecutive month, by 
1.7 per cent, to 40,748 units, according to the 
Reports. 

Consequently, the share of wooden hous-
es is 59.3 per cent, which is nearly five points 
higher than the rate for June 2009, which was 
54.6 per cent.

Global Trade in
Softwood Logs

Higher worldwide demand for forest prod-
ucts has increased global shipments of soft-
wood logs by 20 per cent in 2010, reports the 
Wood Resource Quarterly. This year may be a 
turning point for global log trade, which had 
fallen 30 per cent between 2007 and 2009.  
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compared to June 2009, but 2 per cent 
from last month. Year-to-date production 
was up 4 per cent over 2009. Total US in-
dustry consumption of recovered paper, 
meanwhile, was 2.6 million tons, an in-
crease from June 2009 of 6 per cent, and 
relatively flat from May 2010. The US con-
sumed 8.2 per cent more recovered paper 
in the first 6 months of 2010 than during 
the same period last year, according to 
the June 2010 Recovered Paper Monthly 
Report published July 22 by the AF&PA.

Preliminary printing and writing paper 
shipment figures for July were released 
August 12 by the AF&PA, showing con-
tinued growth but at a slower rate.

“This was the ninth straight month that 
US printing and writing papers were posi-
tive after declining the prior 21 months in 
a row. However, after five straight months 
of double-digit year-over-year shipments 
growth, July’s rate was barely positive com-
pared to June,” said Chip Dillon, research 
analyst for Credit Suisse, in his August 12 
letter. “The AF&PA reported preliminary 
printing and writing paper shipments 
from the US mills of 1.48 million tons in 
July, up 0.9 per cent from July 2009’s total 
shipments of 1.47 million tons.”

“Lightweight coated paper shipments 
increased by 11 per cent compared to July 
2009 and 21 per cent since the beginning 
of 2010 and coated free sheet shipments 
increased by 7 per cent year-over-year and 
24 per cent since January 2010. A good 
portion of the improvement in coated pa-
pers is due to ‘lapping’ of extremely weak 
numbers in 2009,” detailed Mark Wilde, 
research analyst at Duetsche Bank, in his 
letter also on August 12.

“Even though pulp prices are correct-
ing -- we see a total of US$100-$200 per 
tonne by year end -- coated paper prices 
are just starting to rise and we see this 
trend continuing,” concludes Dillon.

A Look at Paper
Printing and Writing
Paper Shipments

In Europe the drop in pulp price 
this week is even more pronounced, by 
US$8.19, to settle at US$1011 per met-

ric ton, which is 
US$181 above the 
beginning of 2010. 

The fact that pulp prices in Europe sur-
passed US$1000 per metric ton recently 
is a bit surprising. Even the most bullish 
analyst did not expect that. Significant 
softening of pulp prices in Europe over 
the next year will doubtless occur.

Madison’s usually reserves examina-
tion of pulp and paper industry devel-
opments for intermittent issues of the 
bi-weekly Madison’s Timber Preview, 
however recently released inventory fig-
ures seem fitting this week as content for 
the Lumber Reporter.

The paper grades, both in Europe and 
North America, have begun to recover 
nicely from the downturn of the past two 
years.

“Although the shipments of newsprint 
to the US market are still down against the 
weak 2009, the rate of decline has turned 
flatter and flatter,” proclaims FOEX. “[ . . 
. ] Utilization rates are recorded as high 
as 101 per cent.”

Disciplined curtailments and an in-
crease in US demand have driven the 
price of benchmark 30 lb newsprint up 
US$1.60 this week to US$602.30, up 
US$83.20 from the beginning of 2010. 
Madison’s Reporter subscribers are 
invited to request the July 30, 2010, is-
sue of Madison’s Timber Preview, which 
details recent movements in the major 
paper grades both in Europe and North 
America.

Building on improvement already 
underway in early 2010, containerboard 
prices continue to firm. A leading indica-
tor of boxed shipments, therefore factory 
sales and consumer demand, European 
containerboard prices rose €4.50 this 
week to €530.36 per metric ton, a €114.32 
increase on the beginning of the year.

“In Europe, [ . . . ] the 40 per cent 
plus growth in printing and writing pa-
per demand added over 1.3 million tons 
of paper. In the US, paper production is 
estimated to have grown by more than 1 
million tons, or 8 per cent, during the first 
six months of 2010, and in paperboard 
the gain was about 2 million tons, or 11 
per cent,” explains FOEX.

According to the American Forest & 
Paper Association’s June 2010 US Paper-
board Report released July 19, total box-
board production increased by 3 per cent 

by Kéta Kosman

In its 2Q 2010 results released August 
11, Verso Paper, out of Memphis, TN, re-
ported coated paper volumes up 39 per 
cent since the beginning of 2010. Based on 
higher volumes, significantly lower inven-
tories, and declining imports, analysts ex-
pect coated groundwood prices to increase 
into 3Q and 4Q 2010 by US$50 and US$90 
respectively, to US$915 per ton in 3Q and 
US$953 per ton in 4Q.

“Verso’s coated groundwood invento-
ries are only half the level seen a year ago. 
Should demand for catalogues be stronger 
than currently anticipated, there is the po-
tential for a growing shortage of coated 
paper in the US. However, given the slug-
gish nature of the economic recovery, we 
currently do not see such a scenario,” con-
cludes Wilde.

Smurfit Kappa Group’s operations 
earned profits of €206 million in the first 
six months of the year, according to com-
pany financial statements released August 
12. The Ireland-based company reported 
that sales in the first half of 2010 grew 7 
per cent to €3.2 billion, from €3 billion 
during the same period last year. Strong 
prices for its paper and packaging products 
helped boost operating profits in the first 
six months of 2010 by 22 per cent to €206 
million, from €170 million during the first 
half of 2009.

Packaging and paper products company 
Cascades, out of Kingsey Falls, QC, posted 
a better-than-expected 2Q 2010 profit on 
higher demand and selling prices, and fore-
cast a sequential rise in profit, according to 
an August 11 company press release. Q2 
shipments were up 9 per cent compared to 
1Q 2010, and total sales rose 2 per cent to 
C$998 million for the same time period.

After an abysmal 2008 and an even 
worse 2009, such recovery in the paper 
sector bodes well for increased demand for 
sawmill residue, specifically chips.

SOURCE: Credit Suisse


