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News & Updates

US Forest Service Grant

The US Forest Service announced Thursday that it is granting US$52.2 million for 17
conservation and working lands projects across the US in 2012.

The Forest Legacy Program has protected 2.2 million acres through public-private
partnership using federal and leveraged funds of more than US$562 million. The pro-
gram works with private landowners, states and conservation groups to promote sustain-
able, working forests.

Roughly 57 per cent of the nation’s forests are privately owned yet the country has
lost 15 million acres of private working forests in the last 10 years with an additional 22
million acres projected to be at risk from development, wildfire and other threats in the
next decade.

Housing Starts, US

Housing starts in the US dropped 4.1 per cent to a 657,000 annual rate last month, re-
flecting a slump in multifamily dwellings, Commerce Department figures showed Thurs-
day. Building permits, a proxy for future construction, were little changed.

There were 606,900 homes started in 2011, up from the 587,000 in 2010 and reflecting
gains in multifamily construction.

Permits fell 0.1 per cent to a 679,000 annual rate in December.

The results were considerably better than a year earlier, with permits up 7.8 per cent
and starts spiking 24.9 per cent. READ MORE

BC Lumber Export Statistics to China

British Columbia has set a new record for lumber exports sales to China. With 4.28
billion board feet as of November 2011, exports to China have already surpassed the
province’s 2008 goal of exporting four billion board feet in 2011. READ MORE

Truck Loggers Association AGM

The always raucous Annual General Meeting of British Columbia’s Truck Loggers
Association took place over three days this week in Victoria, BC. Attendees included
coastal lumber producers, log harvesters, log haulers, equipment suppliers, agencies,
and high-ranking government officials, TLA presentations and exhibitors, all of whom
never fail to impress.

This year’s speakers included: Patrick Moore, a founder of Greenpeace; BC’s Min-
ister of Jobs, Tourism and Innovation, Pat Bell; Don Demens, CEO of Western Forest
Products; Peter Lister, Manager of Lumber Manufacturing Technology FPInnovations;
BC’s Chief Forester, Jim Snetsinger; Rick Jeffery, CEO of the Coast Forest Products As-
sociation, and more.

Kicking off the first session after lunch on Wednesday was Moore with a great speech
on global sustainability. Madison’s asked those nearby what they thought would have
happened 15 years ago if an organization such as the TLA had invited a staunch environ-
mentalist as keynote speaker. Much rolling of eyes and guffaws ensued. How things have
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US Existing Home Sales Surge

The National Association of Realtors re-
ported that December sales of existing
homes jumped 5 per cent to 4.6 thou-
sand (AR, 3.6 per cent year-over-year)
following a downwardly revised 3.3 per
cent November gain. The latest was the
highest since last January.

For all of 2011, sales rose 2.5 per cent
to 4.3 thousand and recouped most of
a 3.4 per cent decline in 2010. Sales of
existing single-family homes alone rose
4.6 per cent last month to 4.1 thousand,
up 4.3 per cent year-over-year. (These
data have a longer history than the total
sales series). Sales of condos and co-
ops rose 8.7 per cent month-on-month
to 500, a 2 per cent year-over-year.

Reported earlier this month, the
composite index of home price afford-
ability rose 7.6 per cent year-over-year
in November as mortgage payments as
a percent of income were 12.9 per cent,
versus the high near 25 per cent in
2006. The average monthly mortgage
rate remained at 4.33 per cent.

The median price of existing homes
rose 2.3 per cent month-on-month in
December to US$164,500, a 2.5 per
cent drop year-over-year). However,
November’s level was revised down to
show no-change. In the Northeast, the
median sales price of US$231,300 was
down 2.7 per cent year-over-year. In the
West, the median price of US$205,200
increased 0.3 per centyear-over-year. In
the South, the price of US$146,900 was
down 1.1 per cent year-over-year and
in the Midwest the price of US$129,100
fell 7.9 per cent year-over-year.

The months’ supply of homes on
the market fell sharply to 6.2, the lowest
since April, 2006. The months’ supply of
single-family homes on the market fell
to 6.1 and for condos & coops it was
a greatly-lessened 7.1 months. The to-
tal number of homes on the market fell
by nearly one-quarter year-over-year.
Inventories of single-family homes fell
19.7 per cent year-over-year but multi-
family home inventories were off by
one-third.
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US Producer Price Index Unexpectely Falls in December

The US Bureau of Labor Statistics revealed Wednesday a cooling inflationary pressure on production line for the second time
in three months in December, matching with Federal Reserve official Sandra Pianalto’s assessment on Tuesday that “outlook of

US inflation is pretty good” and “commaodity prices are no longer trending higher”.

The seasonally adjusted Producer Price Index for finished goods in the United States unexpectedly fell 0.1 per cent in Decem-

ber, following a 0.3 per cent gain in November and 0.3 per cent drop in October.

From a year earlier, the index moved up 4.8 per cent, lower than 5.1 per cent widely expected. In contrast, the less volatile

index, excluding food and energy, rose 0.3 per cent in December amid consensus forecast of merely 0.1 per cent increase.

On a yearly basis, the core index edged up 3.0 per cent, above 2.8 per cent initially projected.
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US Housing Starts

CONTINUED Housing starts in fell
in three of four regions last month, led by
a 41.2 per cent decline in the Northeast
and a 17.6 per cent drop in the West.

New projects involving multiple hous-
ing units helped sustained business at
the end of 2011 as foreclosures turn
more Americans into renters. Work on
multifamily homes, such as apartments,
townhouses and condominiums, fell 20.4
per cent to 187,000 in December. For the
year, multifamily starts totalled 178,300.

Construction on single-unit dwell-
ings increased 4.4 per cent to a 470,000
rate in December from the prior month,
the highest since April 2010. At the same
time, demand for single-family homes
has waned after three years with near 9
per cent joblessness and a pipeline of dis-
tressed properties.

The strong finish to 2011 enabled the
industry to surpass 2010 totals in both
starts and permits.

Homebuilders have signalled the new
year will bring greater prospects than
2011.

Confidence among US homebuilders
rose in January to the highest level in
more than four years as sales and buyer
traffic improved, according to the Na-
tional Association of Home Builders. The
Washington-based group’s index of senti-
ment rose to 25 this month, reaching the
highest level since June 2007. Nonethe-
less, readings lower than 50 mean more
respondents still said conditions were
poor.

Builders are struggling to compete
with deeply discounted foreclosures and
short sales on foreclosed homes. The me-
dian price of a new home is about 30 per
cent higher than the median price for a
re-sale.
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BC Lumber Exports,
China
CONTINUED British Columbia’s

export sales to China last year, with De-
cember still to report, are already up 74
per cent from 2010 and 200 per cent from
2009. Sales to China, now with a value of
more than $1-billion, make up about 29
per cent of all BC lumber exports. Only
the US, at 42 per cent of exports, is a larg-
er market.

In 2008 BC was shipping about 700
million board feet of lumber to China. The
three-way market development program
between the province, federal govern-
ment and industry targeting China and
other growth markets for BC forest prod-
ucts is paying off. Since 2003, when the
program started in China, BC sales have
surged over 1,300 per cent and more than
tripled in the last two years.

The latest trade numbers for Novem-
ber 2011 show BC’s softwood lumber
exports to China were worth $84 million,
pushing year-to-date for the year sales past
$1 billion, an almost 80 per cent increase
compared with the same period in 2010.

Wholesale Trade, US

Overall wholesale prices in the US
slipped 0.1 per cent from November, con-
firming the trend of easing inflationary
pressures in the second half of the year,
according to data from the Labor Depart-
ment.

Food and energy prices both lost 0.8
per cent in the month, while wholesale
prices for all other goods pushed 0.3 per
cent higher.

Year-on-year, wholesale prices were
4.8 per cent higher, down from the 7.1 per
cent annual pace reached in July after a
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global surge in a wide range of commod-
ity prices.

Federal Reserve data on industrial pro-
duction showed an 0.4 per cent increase
in December from the previous month,
driven mainly by the manufacturing sec-
tor. The year-on-year expansion was 2.9
per cent.

CN Derailment

A CN Rail clean up crew was on the
scene Thursday morning after 11 cars
jumped the strack near Canfor’s North-
wood Pulp Mill at about 8:30 pm Wednes-
day, according to the Prince George Citi-
zen.

The cars were carrying lumber and
pulp products and there were no injuries,
CN Rail spokesperson Kelli Svendsen said.

Earlier this week, CN Rail advised cus-
tomers it will be running shorter trains be-
tween Jasper and Prince George due the
effects the extremely cold weather can
have on train braking systems.

Svendsen neither confirmed nor de-
nied that the weather was a factor.

“Every relevant factor will be evaluated
as part of the investigation,” she said.

The road into Northwood was unaf-
fected and the rail line was expected to
reopen Thursday night.

Calendar
January 2012

IQPC 10th Timberland Investment
Summit

January 30 - February 1 — New York, NY
http://www.timberlandworldsum-
mit.com/




Truck Logger

AGM

69th Annual

CONTINUED Moore broke down
the political climate in North America in
regard to ecology issues, and explained
some of the hurdles and successes expe-
rienced by various
industries. He laid
out the distinction
between terms like ‘sustainable’, ‘clean’,
‘renewable’, and ‘green’ and the level of
importance of each to the environment.
The last of these, it turns out, “has no
definition, is purely a marketing term” ex-
plained Moore. The others certainly have
their place, with ‘sustainable’ being the
most relevant to the forest industry.

“Forestry is the most sustainable of all
industries,” said Moore, “that supply us
with what we need every day. There is the
same amount of forests in North America
today as there was 100 years ago.”

A question from the floor about what
the forest industry can do to offset the
deliberate campaign by environmen-
tal groups to brand all use of wood, and
all timber harvesting, as bad, prompted
Moore to declare, “You need to spend
more money on education. The forest
industry is not operating in a retail men-
tality, its a wholesale environment. Does
General Motors spend 0.01 per cent of its
revenue on branding? The forest industry
needs to invest in marketing and advertis-
ing to change that image.”

Pat Bell revealed the latest lumber ex-
ports statistics from BC to China, which
— at 4.28 billion board feet and $1 billion
to November 2011 - have surpassed levels
for all of 2010. Bell also referred to “a ma-
jor China company coming to set up a head
office here in BC,” stating that details will
be forthcoming in about three months.

Otherwise, the main new information
provided by Bell was his assertion that the
Jobs Ministry would like to see more use
of “the fibre resource coming from north-

by Kéta Kosman

central Vancouver Island”, that there is
potential for a “high speed second growth
mill.”

In his own speech the next day, Rick
Jeffery responded to this suggestion with,
“it is unrealistic to expect that log costs
will be reduced” in order to allow such a
mill in Courtenay-Comox to be produc-
tive.

Don Demens released details of some
very exciting plans for Western Forest
Products.

“Western’s business strategy is to be
globally competitive in forest products,”
said Demens. “We have a $220 million in-
vestment plan for the next two years, $125
million of which will be in new capital or
mill upgrades. We will be getting all eight
of our mills reopened, with three of those
becoming Hemlock mills. We are going to
improve the operating efficiencies of our
existing mills and put our employees back
to work.”

Due to the many challenges of run-
ning a lumber business on the coast,
from difficult terrain to transport costs
to the fibre basket and others, Demens
said, “we must have critical mass, scale is
important. Western has to produce suffi-
cient volumes to mean something to our
customers.”

Demens went on to explain that 55
to 60 per cent of Western’s product goes
offshore as breakbulk, that 40 per cent of
log sales go to domestic buyers and that
10 per cent of log sales are “. . . exported
offshore to capture margin.

We harvest our entire profile, and ex-
port 1 cubic metre of logs for every more
than 2 cubic metres that go to our mills.”

Demens also said that 5 or 8 per cent
of Western’s Cedar volume now is sent to
China, which ordered no cedar at all just a
few years ago.

The next speaker was Peter Lister,
with some great data on developments in
uses for engineered wood and demand for
it from the US.

“In 2006, 39 per cent of BC’s softwood
lumber went into US single family hous-
ing, in 2010 that amount declined to 13

per cent,” Lister explained. “The smallest
percentage goes into non-residential US
construction, therefore this is where the
huge opportunity is.”

Lister then provided updates on light
wood frame construction for six-storey
buildings, post and beam construction and
its cousin glulam, cross-laminated timber
(CLT) and hybrid construction. These last
two are rapidly becoming very popular with
countries all over the world, especially CLT
because it involves “prefabricated compo-
nents that can be dropped into place” which
facilitates extremely fast building. The eight-
storey CLT building in London, England,
went up in 28 days last year.

Jim Snetsinger’s presentation also cov-
ered a lot of data. The topic that generated
the biggest impact was his declaration of
the “regeneration success of the coast. Over
30 per cent of the coast’s Timber Harvest-
ing Land Base is old growth, meaning more
than 250 years old. As well, there is excel-
lent regeneration, there have been no com-
pliance issues with operators, and there is
an excellent second growth coming online.
There will continue to be a transition to sec-
ond growth harvest, which started in 1995,
and is now about 34 per cent of the coastal
harvest.”

Rick Jeffery focussed on new markets
for BC wood, specifically China.

“China is now the second-largest global
consumer of wood products,” said Jeffery.
“In 2007 China imported 6.6 million cubic
metres of wood products at a value of $170
per cubic metre, in 2011 those imports were
20 million cubic metres at $230 per cubic
metre. Currently China has a wood deficit of
100 million cubic metres, by 2020 that figure
will be 250 million cubic metres. Canada is
China’s largest provider of wood products.”

As for India, Jeffery explained that coun-
try has the same kind of infrastructure and
supply chain issues, and lack of a wood cul-
ture, as China did ten years ago.

“India has an 80 million cubic metres per
year wood deficit, and growing. Canada is at
a $50 per cubic metre shipping disadvantage
to India compared to Australia. But with $12
billion per year in annual non-residential
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wood demand, or BC’s
entire annual production,
there is plenty of oppor-
tunity for growth for BC

2011

wood producers.”

Jeffery also  said,
which has already been
mentioned in Madison’s
several times, that the
demand for wood in India

is for high value product.
Shop grades, mould-
ings, trim, flooring, often
stained and cut to size,
as compared to the struc-
tural framing lumber pre-
ferred by the US and by
China.




