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News & Updates
Canada/US Softwood Lumber Negotiation Update

Last week when speaking about the softwood lumber negotiations between Cana-
da and the US with Vaughn Palmer at the Vancouver Sun, British Columbia Premier
Christy Clark said, “But we just haven’t seen enough movement from the American
side of the table.”

Madison’s confirmed this update with insiders to the talks:

“Both sides have exchanged proposals and agreed to consult and refine their pro-
posals and come back together when both sides are ready.”

So there has begun some actual conversation. Meanwhile, pundits are weighing in:

Peter Clark, iPolitics.ca, May 15

“Canada’s provinces struggle to get on the same page.”

Vaughn Palmer, Prince George Citizen, May 18

“BC, along with other players on the Canadian side, prefers an export tax tied
to lumber prices and exchange rates, much like the agreement that ended the last
softwood dispute 10 years ago.”

Konrad Yakabuski, Globe and Mail, May 19

“But never have regional divisions been as acute as they are now. A 2013 mar-
ket-based reform of stumpage fees has prompted Quebec producers to insist on noth-
ing less than free trade, while BC producers are willing to buy trade peace by accept-
ing an export tax again.

“We are seeking an agreement with all regions and partners in mind,” offered
Alex Lawrence, a spokesperson for Canada’s International Trade Minister Chrystia
Freeland. “Our objective is to ensure stable access to the US market for Canadian
softwood lumber.

“Ms. Freeland and US Trade Representative Michael Froman talked softwood
when they met at a gathering this week in Peru, and set the agenda for further ne-
gotiations next week in Ottawa.”

US Housing Starts, Home Building: April 2016
April new home groundbreaking in the US increased 6.6 per cent to 1.17 million
units, the Commerce Department said Tuesday. CONT’D PAGE 6

Canada Housing Construction Investment: March ‘16

Investmentin new Canadianresidential construction totalled $3.8 billionin March,
up 9.7 per cent from the same month a year earlier, said Statistics Canada Friday.
CONT'D PAGE 7

Chicago Fed National Activity Index: April 2016

Led by improvements in production-related indicators, the Chicago Fed National
Activity Index, released Thursday, rose to +0.10 in April from —0.55 in March. This
index is a weighted average of 85 indicators of national economic activity drawn
from four broad categories of data. CONT'D PAGE 7

Canada Lumber Exports, US Building Material Sales
Madison’s is working away on the next exciting issue of the quarterly Forest

Pulse. Some fascinating new data sets came out from Canada and the US this

week... CONT'D PAGE 8 & 9
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Reload and Delivered Fir « B.C. Coast to U.S. Atlantic NE - Green & KD

Douglas Fir Douglas Fir Douglas Fir* . .
Gregen Kilr? Dried Desl?vered Reload and Delivered Fir
2x4 #28&Btr 320 445 495
2x6 #2&Btr 315 445 490 ¢ Business was “fair” in the North-
2x8 340 425 470 eastern United States this week.
2x10 455 535 525 Eastern stocking wholesalers
2x12 470 565 585 played with “sloppy” prices and

R/L, 8-20 ft, 545, 75/25. Cargo prices are to dealers, f.o.b. truck. Reload prices are to dealers, trucking extra.
* Delivered prices are by truck to customers in the US northeast

OSB & Plywood

Except as noted, all prices below are in Canadian dollars per 1,000 sq. ft.

avoided restocking their invento-
ries while mill replacement levels
remained so high.

Apparently vendors had too much
wood on the ground and everyone
was chasing the same orders as

Canadian Oriented Strand Board Fir CCX Plywood buyers were noticeably less active
BC Ontario Toronto this week.

3 400 3/g 409 OSB and Plywood
The 400 345 51/2 ggg ¢ ESPF plywood sales retained a
15732 420 365 /s “good pace” as buyers entered a
1 440 385 3/, 799 - o

2 520 460 short digestion phase after jumping
1973, in last week. Order files were into
23/33 (186) 580 505 the weeks of June 6th and 13th.

Prices are truckload/carload per 1,000 sq. ft.; net delivered by distributor
to dealer. CSA stamped. GST excluded.

Prices are truckload per 1,000 sq. ft.; net delivered by distributor to dealer. Volume movement through the

For 0SBT&G, add $5. GST excluded. .
yards of secondary suppliers was

excellent. OSB order files were all

Fir PlyWOOd ° Canadian Softwood PIyWOOd ° over the place, anywhere from May
Sheathing Sheathing 30th to late June depending on the
Vancouver Vancouver Toronto producer.

3 3

s 410 /s 410 441 e Western panel dealers had a “quiet-
/2 547 1/, 547 588 N
5 er” week as customers stepped back
/g 683 5/g 683 735 . .. .
3 820 3 820 882 after covering their immediate

/4 /a needs recently. Prices of both ply-
1”Select 1093 1”Select 1093

wood and OSB leveled off, and sales

volumes were definitively lower.
Prices are truckload/carload per 1,000 sq. ft.; net delivered by distributor
to dealer. GST excluded.

Prices are truckload/carload per 1,000 sq. ft.; net delivered by distributor
to dealer. GST excluded.

CANADA INVESTMENT HOUSING CONSTRUCTION : MAR 2016

SOURCE: StatsCan
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US Housing Starts, Home Building

CONT’'D FROM PAGE 2

US housing starts rose 6.6 per cent to an annualised pace of 1.17 million units, as low mortgage rates continue

to spur demand for home ownership.

Building permits meanwhile climbed 3.6 per cent to a 1.11 million-unit rate.
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The average starts rate over the three months ending
in April is more than 14 per cent above the average of
February, March, and April rates in 2015.

Single-family housing starts were up 3.3 per cent in April
to a seasonally adjusted annual rate of 778,000, putting
the pace of single-family production 4.3 per cent above
April 2015. Single-family starts in the most recent three
months have averaged 21 per cent higher than the aver-
age of February, March, and April rates in 2015.

Issuance of permits for single-family housing projects
is running 8.4 per cent higher in April than a year pri-
or, and the comparison of three-month averages shows
single-family pacing more than 11 per cent ahead of
2015.

Multifamily starts came in at a 373,000 seasonally ad-
justed annual pace, up 10.7 per cent from March but

down 12.9 per cent compared to April 2015. Neverthe-
less, the three-month average for multifamily starts in
February, March, and April 2016 is 12.4 per cent above
the same three months in 2015.

Multifamily permits are down almost 24 per cent on
year-over-year basis as of April, and the average of
the latest three months’ rates is 16.6 per cent below
2015’s same months.

Regionally, expansion in April was strong in the huge
housing market of the South, where single-family
starts for April were almost 16 per cent higher than a
year ago, and the three-month averages for both sin-
gle-family and multifamily starts are solidly greater
compared to the same months in 2015.

Three-month averages for rates of permit issuance in
the South have fallen compared to last year, though.

Indicator Trend: Actual & Forecasts® blue cells indicate forecasts
Indicator Transformation Feb-16| Mar-16| Apr-16| May-16
Housing Starts 1 yr % change 327 14.2 6.7 3.8
Industrial Production 1 yr % change -1.8 -2.0 -2.0 -1.9
New Durable Goods Orders 1 yr % change 16 -2.6 -1.1 1.0
Private non-farm payrolls 1 yr % change 22 2.2 2.2 21
Initial Jobless Claims ' 1 yr % chg -11.4 6.7 -7.6 7.0
Disposable Personal Income | 1 yr % change 3.6 40 36 3.3
Personal Consumption Exp. | 1 yr % change 3.9 35 34 2.7
Retail Sales 1 yr % change 36 1.7 3.0 22
ISM Manufacturing Index % +/- neutral: 502 -1.0 3.6 1.6 2.1
ISM Non-Mfg. Index % +/- neutral- 50 * 6.8 9.0 114 114
; r;(:gghr::/ag\éerr:ggmg is relative to 50, which marks a neutral value " forecasts based on auto aCr;r:;aTSOdel !es!timca;z?




Madison’s Weekly Softwood Lumber Key Prices Table

www.madisonsreport.com

This Week Last Week Change

Prices are in U.S. dollars per 1,000 fbm (net FOB mill)

WSPF KD R/L 2x4 326
WSPF KD R/L 2x6 308
SYP KD R/L East Side 2x4 440
SYP KD R/L East Side 2x6 320
ESPF KD R/L 2x4 420
WSPF KD PET 2x4 Stud 255
WSPF KD PET 2x6 Stud 230
Douglas Fir Green R/L 2x4 350
Douglas Fir Green R/L 2x10 415
ESPF KD 2x4 8ft Stud 350
OSB Ontario 7/16" ((DN$/msf) 345

CSPlywood Toronto 3/8" (cDN$imsf) 441

Month Ago Change

\4
AA

Year Ago Change

318 +8 298
300 +8 288
445 -5 445
325 -5 330
410 +10 375
250 +5 220
225 +5 195
337 +13 340
400 +15 410
340 +10 310
345 0 308
436 +5 388

+28 262 +64
+20 260 +48
-5 365 +75
-10 280 +40
+45 360 +60
+35 255 0
+35 255 -25
+10 300 +50
+5 350 +65
+40 340 +10
+37 230 +115
+53 414 +26

Madison’s Weekly Softwood Lumber News

Residential Construction

Investment, Canada

CONT'D FROM PG 2 At the na-
tional level, higher spending on apart-
ment and apartment-condominium
buildings, which rose 19.9 per cent to
$1.4 billion, and single-family dwell-
ings, which increased 5.9 per cent to
$1.9 billion, contributed the most to
the advance. Investment in row houses
also registered an increase, rising 9.2
per cent to $384 million.

Conversely, spending on semi-de-
tached dwellings decreased year over
year for the 11th consecutive month,
down 15.1 per cent to $164 million in
March.

At the provincial level, the largest
increases in new housing investment
were recorded in Ontario, British Co-
lumbia and Quebec. Nova Scotia also
posted an increase in construction
spending.

In Ontario, spending increased 35.5
per cent year over year to $1.5 billion
in March. Investment rose in all dwell-
ing types except semi-detached build-
ings, which declined year over year for
the 13th consecutive month.

Investment in new housing con-
struction rose 28 per cent in British
Columbia to $822 million. The increase
was largely attributable to spending on
apartment and apartment-condomini-

um buildings. Higher investment in
single-family dwellings and row houses
was also observed.

In Quebec, spending totalled $541
million, up 12.5 per cent year over
year. Increases in investment occurred
in all dwelling types, though the gain
was largely led by spending on apart-
ment and apartment-condominium
buildings.

In Nova Scotia, spending on new
housing construction rose 6.7 per cent
from the same month a year earlier
to $53 million in March. The advance
came mainly from higher investment
in apartment and apartment-condo-
minium building construction.

Investment in new housing con-
struction decreased in the remaining
provinces in March compared with
March 2015. The largest decreases
were observed in Alberta, Saskatch-
ewan and Manitoba. In Alberta, this
marked the ninth consecutive month
of year-over-year declines, with
spending down 27.4 per cent to $681
million.

US Leading Economic
Indicator

CONT'D FROM PG 2 Led by
improvements in production-related
indicators, the Chicago Fed National
Activity Index (CFNAI) rose to +0.10

in April from —0.55 in March. All four
of the broad categories of indicators
that make up the index increased from
March, but three of the four categories
made nonpositive contributions to the
index in April.

The index’s three-month moving av-
erage, CFNAI-MAS3, decreased to —0.22
in April from —0.18 in March. April’'s
CFNAI-MAS3 suggests that growth in
national economic activity was some-
what below its historical trend. The
economic growth reflected in this level
of the CFNAI-MA3 suggests subdued
inflationary pressure from economic
activity over the coming year.

This suggests economic activity was
below the historical trend in April (us-
ing the three-month average).

What is the National Activity In-
dex? The index is a weighted average
of 85 indicators of national economic
activity drawn from four broad catego-
ries of data: 1) production and income;
2) employment, unemployment, and
hours; 3) personal consumption and
housing; and 4) sales, orders, and in-
ventories.

A zero value for the index indicates
that the national economy is expanding
at its historical trend rate of growth;
negative values indicate below-average
growth; and positive values indicate
above-average growth.



Canada Lumber Manufacturing Sales, US Building Material Retail Sales: Mar '16
CONT'D FROM PAGE 2

Provincial Manufacturing Sales at Canadian Sawmills: Values 2012 to MARCH 2016

BC C$1,271 million C$1,355 million 6.20%
QUEBEC C$697 million C$693 million -0.60%
ALBERTA C$394 million C$421 million 6.40%
Total TOP 3 ($2,362 million C$2,470 million 4.40%
2015 to MAR 2016 to MAR
Provincial Manufacturing Sales at Sawmills: Values 2012 to MAR 2016
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US Building Material & Supplies Retail Trade:VALUES 2012 to MARCH 2016
US$59,573 million US$65,933 million +9.60%
2015 to MAR 2016 to MAR
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US Wood Imports, Canada Lumber Exports: March 2016

CONT'D FROM PAGE 8

Canada Softwood Lumber Exports:Volumes 2012 to MARCH 2016
million cubic metres

USA 7,041 9,070 22%
CHINA 1,552 1,588 2%
JAPAN 535 504 -5.8%
To WORLD 9,664 11,671 +17%
2015 to MAR 2016 to MAR
Canada Softwood Lumber Exports:Volumes 2012 - MAR 2016
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US Sawmill Products Imports: Values 2012 to MARCH 2016
CHINA US$9 million US$11 million 18%
CANADA US$1,232 million US$1,355 million 9%
TOTAL WORLD US$1,471 million US$1,573 million 6.5%
2015 To MAR 2016 To MAR
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-- Madison’s Forest Pulse --
Madison’s Quarterly Lumber
Analysis in One Tasty Bite!
The information tool for your forest
management and investment decisions.
Our quarterly product is tailored to provide
you with critical information about the North
American solid wood, pulp, and paper industry
at your fingertips in a timely manner. Getin on
this vital analysis for your lumber investments.
(all us at 604 319-2266 or email madrep@
shawcable.com today to order a subscription!

“l am amazed at the data you’ve
been able to collect in this re-
port and find it all very interest-
ing. I can see this kind of infor-
mation being especially desired
by economists / bankers / the
investment community and per-
haps Industry CFO’s and such
for help formulating reports and
such.

I like the trend data on capacity
/ efficiency plus export import
ratios.”

- Michael Low | Scotiabank | Di-
rector & Group Lead, Commercial

Banking

Don't miss even one issue of this essential
information!

-foreshadows spotshortages, overages, and
balance of supply with demand

« the latest on North American solid wood
and paper companies

- presented in a compact six-page format
every quarter

of?®

1t s interesting 10 note that the
VALUE of both log and kimber
exports from each country to
China have increased, while
VOLUMES remain relatively flat

Also noteworthy is the steady
incroase in VALUES of umbor
shippad from Canada 1o the US
in the first eight months of this
year

Payments of just cs219
olid wood, pulp

WNov 31, 2014 onlyl)
GST apphes to Canactan ]

20100,

Choose our Easy Pay Option: Four Quarterly Payments of just C$250

Yes | want to be regularly informed on the North American solid wood, pulp and paper mdustry

| Please sign me up for:
| Madison’s FOREST PULSE C$989/yr

or Easy Pay Option C$250/quarter GST applies to Canadian subscribers
Company Name:
I Attention:
| Address:
| Phone: Email:

| Please charge my VISA/MC: Card No.

| Please bill me: (signature)

L Madison’s Lumber Reporter, PO Box 2486, Vancouver, BC, V6B 3W7 or fax 1-604-608- 5438



