MADISON’s

LUMBER
REPORTER

Publisher

KetaDesign Productions
Editor

Kéta Kosman
Market Analyst

Earl Heath

Annual Subscription Prices
E-mail/Fax: C$389

Discounts available for multiple
subscriptions

Published 50 times a year

M

www.madisonsreport.com

madrep@shawcable.com
604 984-6838

PO Box 2486 Vancouver, BC
V6B 3W7 Canada

News & Updates

Eastern Spruce-Pine-Fir Coverage

Madisons this week is adding kiln-dried Eastern Spruce-Pine-Fir R/L delivered To-
ronto prices to our Page 1 weekly coverage. We hope readers enjoy the additional in-
formation, and will continue to strive to provide the most complete data of the North
American lumber and panel markets to our subscribers!

Madison’s Timber Preview

This week’s issue of Madison’s Timber Preview looks the latest financial analyses of
the US and Canadian timberland space. Potlatch Corp, Weyerhaeuser, Deltic Timber,
and Acadian Timber are examines.

Contact us any time for a subscription.

Canadian Housing Starts
Canadian housing starts jumped much more than expected in May from April, the

Canada Mortgage and Housing Corp said on Monday, in the latest sign that the broader
economy is gaining momentum in the second quarter.

The seasonally adjusted annualized rate of housing starts was 200,178 units in May,
an increase from 175,922 in April. The April figure was revised upward.

The number of housing starts in cities increased by 14.6 per cent in May. Urban
starts were led by a 22.2 per cent rise in multiple starts to a seasonally adjusted annual-
ized rate 114,346 units.

The number of single homes started in cities increased by 3.0 per cent to 62,888 units

in May. READ MORE
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Housing Starts, Japan

April housing starts in Japan rose 5.8 per cent compared to one year ago, to 77.894
units, according to the Japan Lumber Reports and Japan Lumber Journal. Seasonally
adjusted starts were 939,000 units.

New building of owner’s units increased in all areas of Japan to 28,357 units, a 17.5
per cent improvement compared to April 2012 and 30.3 per cent compared to March.
Detached units built for sale increased by 15.4 per cent compared to one year ago, to
10,559 units. This is 14.9 per cent more than the previous month.

New 2x4 units were 9,912, up 25.9 per cent compared to March and a 16.8 per cent
improvement over one year ago.

A booming stock market, rising mortgage rates, and a looming tax increase next year
were credited for the improvements. READ MORE

US Mortgages, Home Sales

Recent discussions about the wisdom of continued quantitative easing the US, and
the impact of government involvement in the business of insuring mortgages, prompted

a flurry of expert commentary this week. READ MORE
JAPANESE HOUSING STARTS = = ' '
ot TOTAL_ Non oo e CANADIAN HOUSING STARTS
- '; T s "3°°d~ o = Actual and Seasonally Adjusted Annual Rates
Ape-1 77894 34133 43,761 56 ey 2013 Aoel 9073
Mar13 71,456 31,819 39,637 55 Actual SAAR Actual SAAR
Feb13 68,969 33,242 35,727 52 [ Canada, oll areas | 18301 | 200,178 | 18,390 176022
lan13 69,269 31,882 37,307 54 sngles, urban centres 6,128 61,029 5216 61,029
Dec12 75.944 132,392 43,562 57 naral aress 2319 | 22944 2163 21330
Now12 m"45 34,396 45,749 57 mulipks 9854 114346 7.95 93,563
0ct12 84,251  37.883 46388 55 Attartic urbien centres 9,425 4,451
Sep12 74,176 31,159 43,017 58 Ouebac urban centras 31,146 3299
Aug12 77,500 34,485 43,015 56 2""":° "‘;:" cestres 3;;;2 ‘:gg;
' 5 T i B Urhan Commes 47, 4
—— el A s BC urban centres 21,308 23010
J""12 72'56,6 ,31 '6'5,4 40,-91 B b Soutce Carade Vryjace md r.nnn;c‘aaan-tuu . . )
May-12 64,638 31.439 39,199 55
Sowrce: lazer Wood Prodects iformaton ard Ressarch Carler




85% - US Capacity Utilization’
Total Industry and Manufacturing

a
®

g

Percent Utilization

2
R

Jan-02
an-03
an-04

Jan-05
an-06

Jan-07
an-08
an-09

Jan-10

— — —_
Source: Federal Reserve
http://vaww.calculatedriskblog.com/
)
Canadian Capacity Utilization -
8 1 Up Slightly in Manufacturing :
&0 } SOURCE: Statistics Canada
78
n -
74 r
2 ¢
ol T
“ A A A A A A A A A A A A A A A A A A A
LN | N L B | NN | N L' NN N N LUJN DN N | B A" R B BN A
2008 2009 2010 2011 a2 a3
Buying Homes With All Cash SOURCE: DataQuick via New York Times
% - Arcas with the highest cash offers
Homos purchased MEDUN
with cash in S0 METRO AREA MEDIAN CASH PRICE PAID SALES PRICE
large Matro arcas
San Jose $454,000 $580,000
Honokdu 355,000 I 440,000
Los Angeles 351,000 410,000
San Frarcisco 335,000 461,000
San Diego 314,500 T A78,000
Baston 265,000 IE———— 305,000
Bridgeport, Conn 250,000 ————— 335,000
Soattle 228 ooo I 289,000
L L) T L) T T 1
0s or 09 11 13 Washirgtoe 220,000 T 340,000




Prices are in U.S. dollars per 1,000 fom.

This Week
WSPF KD R/L 2x4 302
WSPF KD R/L 2x6 294
WSPF KD R/L 2x8 300
WSPF KD R/L 2x10 320
WSPF KD PET 2x4 Stud 316
WSPF KD PET 2x6 Stud 315
Douglas Fir Green R/L 2x4 255
Douglas Fir Green R/L 2x10 365
ESPF KD 2x4 8ft Stud 380
0SB Ontario 7/16” (CDNS$) 295

C(SPlywood Toronto 3/8” ((DNS) 326

Housing Starts, Canada

CONTINUED Regionally, May’s
seasonally adjusted annual rates of ur-
ban starts increased in Atlantic Canada
and Ontario, and were essentially un-
changed in the Prairies. Urban starts
decreased in British Columbia and Que-
bec.

Rural starts were estimated at a sea-
sonally adjusted annual rate of 22,944
units for the month. That was higher than
the 21,330 starts estimated in April.

The housing starts data was the most
recent report to suggest Canadian eco-
nomic growth is picking up after strug-
gling in the second half of 2012. A sepa-
rate report June 7 showed the economy
added 95,000 jobs in May, the second-
biggest gain in 37 years.

With the pickup in starts, residential
construction may contribute to Canadian
economic growth in the second quarter
for the first time in four quarters, wrote
Krishen Rangasamy, senior economist
with National Bank.

Japan Housing Starts

CONTINUED By area, housing
starts in Japan grew in the Tokyo metro-
politan area by 7.9 per cent, the Chubu
area by 12.2 per cent and the other areas
by 13.1 per cent, says the Japan Lumber
Journal.

'ﬁ WORI D
FORESTRY

.sk‘ CENIE R

Waorld Forest nititute

WHO W
OWN

LastWeek  Change Month Ago
312 -10 341
304 -10 336
295 +5 323
324 4 350
318 -2 335
315 0 350
295 -40 340
370 -5 385
410 -30 440
317 -22 350
317 +9 352

Weekly News

By structure, seasonally adjusted
starts of wooden houses were 43,761
units and non-wooden houses were
34,133 units. As a result, the percentage
of wooden houses increased 0.7 points
from the previous month to 56.2 per cent
of total new construction.

New Cedar Shingle Mill

A Georgia-based company that manu-
factures cedar shingles is planning to lo-
cate a manufacturing plant in northern
Maine that will create 78 new jobs, ac-
cording to Bloomberg Tuesday.

Gov. Paul LePage and Bryan Kirkey,
CEO of Ecoshel, announced that the
shingle plant will be located at the for-
mer Levesque sawmill in Ashland, ME.

Ecoshel has been test-manufacturing
its new line of cedar shingle panels for
roofing and siding at a facility in Gaines-
ville, GA.

According to a prepared statement,
the company decided to build its perma-
nent manufacturing plant in Maine be-
cause it is close to an abundant northern
white cedar supply and to the country’s
largest cedar shingle markets, in New
England.

Forestry Worker Fatality

The British Columbia Coroners Ser-
vice has confirmed the identity of a man
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who died while working in a logging
camp at Kildonan on west Vancouver Is-
land on June 11, 2013.

The man is Stephen Mark Whitmore,
aged 46, from Courtenay, BC.

Whitmore was operating a wheel
loader at the worksite, when the equip-
ment tipped over. He was deceased at the
scene.

The BC Coroners Service and Work-
Safe BC are continuing to investigate this
death.

Condolences...

Madison’s extends the deepest sym-
pathy to the family of Sid Neville, 35, of
Burns Lake, BC.

Neville is missing and presumed
drowned after a storm swamped his boat
as he was fishing in the frigid waters of
Francois Lake, 25 kilometres south of
Burns Lake on June 7.

He was one of the injured in the blast
at the Babine Forest Products sawmill in
January, 2011, when two workers died
and 18 others were injured.

Neville was in hospital for three weeks
being treated for burns he suffered in the
tragic explosion and recently underwent
another skin graft operation. Just weeks
ago, Neville married his long-time sweet-
heart.

Dozens of searchers looked for him
on the cold lake over the weekend, but
the search has been scaled back.
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US Housing
Market

Recovery? Or Delusion?

Dallas Federal Reserve President
Richard Fisher’s statements a few weeks
ago against continued bond buying by the
US government sparked a flurry of analy-
sis and opinions. And counter-opinions.

The US central bank is buying US$S85
billion of Treasuries and mortgage-backed
securities each
month in a bid to
boost growth and
spur hiring by pushing down long-term
borrowing costs. Several pundits have
been saying for months that the govern-
ment should stop trying to manipulate the
market and allow actual supply-and-de-
mand to set house prices.

“In my view, the housing market is on
a self-sustaining path and does not need
the same impetus we have been giving it,”
said Fisher May 16.

While bolstering the sector was criti-
cal early on in the economic recovery,
Fisher said, he now worries that the Fed’s
purchases of housing-backed bonds could
distort the market and could make it more
difficult for the Fed to pare down its bal-
ance sheet when the time comes.

Meanwhile, many are sounding warn-
ings that any perceived recovery in US
home sales is being driven upward by in-
stitutional investors. According to the lat-
est Campbell/Inside Mortgage Finance
HousingPulse Tracking Survey, of May
24, investors purchased 69 per cent of
damaged properties, or foreclosed proper-
ties in need of repair, in April 2013, while
first-time home buyers accounted for only
16 per cent of damaged purchases. How-
ever the very same report also says that
the share of distressed properties in the
housing market fell to a three-and-a-half-
year low in April.

Home purchases involving foreclosed
properties or short sales fell to 33 per cent
in April, based on a three-month moving
average. That was not only down from 35.6
per cent in March, but also a very sharp
drop from the 43.6 per cent distressed
property market share seen a year ago,
said HousingPulse.

HousingPulse also found that investors
accounted for 21.6 per cent of all home
purchase transactions tracked in April,
based on a three-month moving average.
That was the lowest investor share record-
ed since November.

Clearly, after so many years of sheer
turmoil - first up then way, way down -
the US home sales scenario is not going
to suddenly straighten out. Home repos-
sessions in the US jumped 11 per cent in

by Kéta Kosman

May, after declining for the previous five
months, as rising prices and limited inven-
tory for sale across the country spurred
banks to complete foreclosures, according
to market researcher RealtyTrac Thurs-
day. At the same time though, the number
of US properties with foreclosure filings
fell 28 per cent in May from a year earlier.

Eric Workman of Illinois-based Mack
Cos, which aggregates single-family rent-
al homes and resells them to individuals
and institutional investors, said to Bloom-
berg Thursday, “Banks are more willing
to move to the final stage of foreclosure
because there is sufficient demand and
prices are improving.”

Suzanne Mistretta, an analyst at Fitch
Rating Services, was quoted by the Wall
Street Journal in the beginning of June as
saying, “The [housing price] growth is
being propelled by institutional money...
The question is how much the change in
prices really reflects the market demand,
rather than one-off market shifts that may
not be around in a couple of years.”

As with most things, digging through
the varied wisdom can get very confusing.
One thing that everyone can agree on,
however, is this: firsttime home buyers,
who are desperately needed in any hous-
ing recovery, are missing from the action.
This is largely due to continued concern
both over unemployment and difficulty in
getting credit. Average Americans need to
be involved in the US housing market be-
cause they provide liquidity and push up
consumer spending.

In terms of home-buying financing and
mortgages, there might be some ominous
signs emerging. Findings released last
week by a US congressional committee
show government mortgage-insurance
agency the Federal Housing Administra-
tion (FHA) could face a USS$115 billion
shortfall - at least, if the housing market
tanks by 20 per cent again, said Gary
Gately, Associate Editor at Money Morn-
ing Wednesday. The figure is so large the
FHA has worked to keep it under wraps
for as long it could, Gately said.

The FHA doesn’t originate mortgages
or lend money, but provides government-

backed insurance to lenders against mort-
gage borrowers defaulting, and has taken
on a much bigger role after Fannie Mae
and Freddie Mac had to be taken over by
the government.

Edward Pinto, a senior research fel-
low at the American Enterprise Institute
think tank and a former chief credit officer
for Fannie Mae, told Money Morning that
under generally accepted accounting prin-
ciples, the FHA, which now insures over
USS1.1 trillion in mortgage loans, has a net
worth of negative USS$27 billion.

“The FHA is a mild to moderate reces-
sion away from catastrophic losses - losses
that would need to be absorbed by taxpay-
ers,” Pinto said. Such losses could total
USS50 billion. The FHA, he says, has “no
cash reserves to fall back on to protect the
taxpayers, and that is the problem.”

The FHA is looking to shore up its fi-
nances in the face of a projected shortfall
of USS$16.3 billion due, in part, to reverse
mortgages that have gone into default. In
response to that issue, the US House of
Representatives passed a bill Wednesday
that would give new authority to the agen-
cy to tighten terms for reverse mortgages,
where it has faced significant losses.

Yet another indicator may suggest
that the US real estate market is indeed
improving. More UShomeowners emerged
from underwater on their mortgages in 1Q
2013 as a recovery in housing lifted prices,
a report from CoreLogic showed Wednes-
day. There were 9.7 million properties un-
derwater - whose owners owed more on
the mortgage than the homes were worth
- during the quarter, down from 10.5 mil-
lion in the previous three months, the data
analysis firm said. That amounts to 19.8
per cent of all properties with a mortgage,
down from 21.7 per cent.

In the past year, 1.7 million borrowers
have regained positive equity, the report
said. When home prices neared a bottom
in late 2011, there were 12.1 million proper-
ties that were underwater.

The improvement is due largely to ris-
ing home prices, though foreclosures and
short sales have also eliminated some un-
derwater households, said CoreLogic.
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