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Source: Census Bureau for 1970 to 2000; Peter F for 2010 projections




U.S. Home Improvement Sales
$ Billion 1999-2005
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Demographics-Baby Boomers

76 Million Baby Boomers
Highly influential

Reaching peak spending years of 45-54. Boomers are now
39-57

Near-peak earnings (value on job, inheritances, accumulated
assets, repaid debts) and are buying with a longer time
horizon

Wave of inheritances: coming in our 50’s because boomers’
parents are living longer; $10+ trillion; biggest generational
shift of wealth ever

This spending trend is being reinforced by wealthiest group of
Immigrants ever to come to America

Source: Mann, Armistead & Epperson, Ltd., Investment Bankers & Advisors




Demographics-Echo Boomers

Up to 80 Million “Echo Boomers” (Generation Y)
These are the children of the “Baby Boomers”
Wealthiest young generation ever

e entrepreneurial, global

e truly mixed ethnically

e best educated; both men and women

e computers are a primary language

e parents are giving this group more money
Starting in 1998 growing to 2022 (peak: 2016 or so)

Source: Mann, Armistead & Epperson, Ltd., Investment Bankers & Advisors




Top 16 U.S. Wood Product Imports 2005

SOFTWOOD LUMBER
OSB/WAFERBOARD
OTHER WOOD PRODUCTS
BUILDERS CARPENTRY
HARDWOOD PLYWOOD
HARDBOARD

HARDWOOD LUMBER
SOFTWOOD MOLDING | Total for ALL products

SOFTWOOD PLYWOOD | Including the top 16
OTHER PANEL PRODUCTS  _ ;5 430 Billion

MEDIUM DENSITY FIBERBOARD
HARDWOOD FLOORING
HARDWOOD VENEERS |
HARDWOOD MOLDING
PARTICLEBOARD

SOFTWOOD VENEERS

o) 1 2 3 4 5
U.S. Department of Agriculture-Foreign Agricultural Service US $ Billions




The “Value-Added” Industry is Diverse




Household Furniture




The U.S. Furniture Industry

e The species of lumber used: oak, cherry, yellow poplar,
maple, and pine.

e Processes vary widely from customized work requiring

skilled workers to mass production performed by high-
speed machines.

e U.S. producers consist primarily of:

e Integrated manufacturers of either household or office
furniture

e Assemblers of pre-cut wood household or
upholstered furniture

e Niche producers

US International Trade Commission 2004




The U.S. Furniture Industry

e Fragmented
e No firms controlling large market share
e Limited brand recognition in the market
e Products perceived as relatively homogeneous
e Strong price competition
e Technology available for all firms

e No sustainable competitive advantage




- ____________________________________________________________________________
CHANNELS OF DISTRIBUTION FOR RESIDENTIAL FURNITURE

Factory Direct 1.4% Non-Store Retailng 2.0%%
Eental Bent-to-Own 3.5% Other Aass Merchant: 2.6%

Mot Elsewhere Clazsified 7.0% y
Decorator/Designer 5 003 y

Laocal and Eegional 21.0%

b
 Furuitore Stores

Department Sfores 4.4%

Office Super:ztores 4.8%%

Wal-Alare, K-Mart, Target 0%

Alanf. Dedicated 6.5%

Natl Furn Chain: 8%

Specialty Stores & ¥y
AMobile Home 0. 500
Inmtermet 0_2%0

Top 100 Furw Store: 19.4%

Source: Mann, Armistead & Epperson, Ltd., Investment Bankers & Advisors



U.S. Furniture Industry Trends

e Manufacturers have overcome Iinitial resistance
to eBusiness to avoid losing business to
competing virtual retailers.

e East Asian producers have opened assembly

/production facilities in the United States for mid-
to-upper priced, fully-assembled wood
household furniture.

e Higher profit margins in this segment are driving
this strategy, although the lower-priced segment
remains dominated by imports from East Asian
manufacturers.

US International Trade Commission 2004




U.S Furniture Industry Trends

e High transportation costs for fully-assembled
furniture greatly reduces the cost
competitiveness of U.S. furniture in other
markets.

e To service more distant markets, several U.S.
producers of office furniture and a few U.S.
household furniture manufacturers have
established fabrication facilities in Europe and
Asia.

US International Trade Commission 2004




U.S. Furniture Industry Trends

e Impacted by a relatively weak U.S. dollar

e A decade ago, 26% of all residential wood furniture
sold in the U.S. was imported

e #1 Talwan
e #2 Canada

e Imports now represent ~60% of wood household
furniture sold to U.S. consumers

Source: Mann, Armistead & Epperson, Ltd., Investment Bankers & Advisors




Household furniture markets are
dominated by imports

Sources: U.S. Commerce, Bur. Census, Intl. Trade Div., Wash., DC




U.S. Wood Household Furniture Trade Deficit
Escalated since the early 90’s
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Source: Buehlmann and Schuler 2004




US furniture trade (in) balance

Source: US Census of Manufacturers

¢ From 1996 to 2003
furniture imports grew 264%

¢ From 1996 to 2003
furniture exports grew 13%




Tremendous Impact...

North Carolina Furniture Industry Employment Trend
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Typical North Carolina Furniture
Manufacturing Facility

Source: Buehlmann and Schuler 2004




Wood Household Furniture Tmports by Significant Countries
(millions ofdollars)

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 CAGR

China 3233 4229 5722 7940 L1410 16307 1897.6 2893.6 35925 41795  32.9%
Canada 522 6382 7754 475 L1829 13685 1306.7 1267.7 12404 12768  10.4%
Malaysia 2703 3299 3363 3404 3964 3995 3644 4145 426 5213 T.6%
Italy 280 2338 2556 3064 3926 4604 4536 4843 4792 4513 8.4%

Indonesia 463 160.7 2050 2546 3322 3734 3767 4141 4051 4228 125%
Thailand 1316 1227 1250 1497 1882 12258 2267 2977 3102 3925 129%

Mexico 1764 2425 2930 3837 319 3028 32 AL MI6 3360 T4%
Vietnam NA 02 03 10 2 1l 106 61 1483 N6 NM
Brazi 63 516 59 20 03 926 161 1879 2001 2726  17.0%
Taiwan W48 A0L8 3789 LT 42T 394 2806 2602 1751 15D -ILT%

Total Imports 28268 31472 36159 43012 5303.1 62926 63548 7.605.1 83493 94856  144%

Source: ITA
B



Critical success factors of largest Asian furniture exporters to the US

Value-added

Government
support

Source: Global Agriculture Info
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U.S. Lumber Exports

==O== China/HK

Source: U.S.D.C. and Bumgardner






Molding, Millwork, Flooring




Molding, Millwork, Flooring

e \Windows, window parts, doors, door parts,
wood moldings

e Higher grades of lumber

e Threats:
e [mports
e Substitute materials




Domestic molding markets are being attacked
by imports and substitutes
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Million $

U.S. Hardwood Molding Imports
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Import market share currently about 30%,

up from 22% in late 90’s.

*U.S. now imports 14X as much as it
exports
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Source: R. Taylor, . )
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U.S. Hardwood Flooring Imports

Million $
$400

- Flooring Import market share now about 13%
- Up from 7% in late 90’s.
$300-- U.S. now imports 3X as much as it exports
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Office Furniture




(millions of dollars
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Wood Office Furniture Imports by Significant Countries
(illions of dollars)

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 CAGR
Canada 1425 203 2845 3554 393 4N2 3040 3765 4069 4148 12.6%
China 95 153 18 M7 08 WY M4 98 DL4 1714 27.3%
Denmark 02 10 o1 24 209 40 16 320 366 326 138%
Mexico P4 N AR S IAIR | 6 A X Y B VAT I

Total Imports -~ 2434 3026 4032 5093 5758 7046 35835 6299 7256 76336 13.5%

Source: ITA



Labor-A Competitive Advantage

U.S. : $20.00 /hr

Source : Morgan Keegan, Janvier 2004




Challenges and
Opportunities for The Balkan Coun

Central Balkan Region
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Challenges and Opportunities
for Participating Balkan Countries

Albania

Bosnia and Herzegovina

Bulgaria

Croatia

Former Yugoslav Republic of Macedonia
Romania

Serbia and Montenegro

Slovenia




Balkan Countries

Wood Products Exports to the U.S.
(2001-2005)
Total = US $36.4 Million

Bosnia and Herzegovina
1.2% Serbia and Montenegro

Croatia 0.7%

2.7% Albania
Bulgaria ( 0.4%

16.0% .

' Romania

Slovenia 92.5%

26.4%

U.S. Department of Agriculture-Foreign Agricultural Service




Balkan Countries Wood Products Exports to the U.S. (2001-2005)
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Balkan Countries Wood Products Exports to the U.S. (2001-2005)

_ DECEMBER - NOYEMBER
Albania VALUES IN 1000 DOLLARS
2000 2002 2003 2004 2005

ALBANIA SOFTWOOD MOLDING 0 0 0 0 66
OTHER WOOD PRODUCTS o 12 h 0 0

U.S. Department of Agriculture-Foreign Agricultural Service



Balkan Countries Wood Products Exports to the U.S. (2001-2005)

Bosnia and Herzegovina YALUES IN 1000 DOLLARS
2001 2002 2003 2004 2005
I

HARDWODD LUMBER 21 98 0 17 19
HARDWOODD FLODRING 0 1 0 4 15
SOFTWOOD LUMBER 0 0 : il 10
HARDWOOD LOGS 10 0 0 0 0
SOFTWOOD FLODRING 0 4 3 0 0
SOFTWOOD MOLDING ) 0 0 0 0
OTHER PANEL PRODUCTS 0 0 0 3 0
BUILDERS CARPENTRY 0 0 0 : 0
PULPWOOD 0 0 0 16 0
OTHER WDOD PRODUCTS 0 15 31 9 0
52 128 67 137 45

DECEMBER - NOYEMBER

U.S. Department of Agriculture-Foreign Agricultural Service



Balkan Countries Wood Products Exports to the U.S. (2001-2005)

_ DECEMBER - NOYEMBER
Bul garia YALUES IN 1000 DOLLARS
2001 2002 2003 2004 2003

BUILDERS CARPENTRY 91 168 402 800 931
COOPERAGE PRODUCTS 416 460 L3 4 18
OTHER WOOD PRODUCTS 147 146 90 127 15
$OFTWOOD LUMBER { & 11 I 4
HARDWOOD LUMBER il 83 2l 144 37
HARDWOOD LOGS 13 11 13 b If
$OFTWOOD LOGS | I I 10 I
HARDWOOD FLOORING b I I I I
HARDWOOD PLYWOOD | 177 104 I I
HARDBOARD | I8 I I I
WOOD PACKING MATERIAL | I 7 b I
PREFABRICATED BUILDINGS | 4 I I I

08 4,119 1472 4,137 1,380

U.S. Department of Agriculture-Foreign Agricultural Service



Balkan Countries Wood Products Exports to the U.S. (2001-2005)

DECEMBER - NOYEMBER
Croatia YALUES IN 1000 DOLLARS
2001 2002 2003 2004 2003

OTHER WOOD PRODUCTS 141 131 136 160 211
HARDWOOD LUMBER I | 7 It 13
BUILDERS CARPENTRY | | | | :
HARDWOOD LOGS ] | b l I
HARDWOOD FLODRING : 2 | | I
HARDWOOD YENEERS I | I | I
HARDWOOD PLYWOOD : | | | I
COOPERAGE PRODUCTS : | | | I

209 183 179 209 238

U.S. Department of Agriculture-Foreign Agricultural Service



Balkan Countries Wood Products Exports to the U.S. (2001-2005)

JANUARY - DECEMBER

RO man | a YALUES IN 1000 DOLLARS

2001 2002 2003 2004 2005
SOFTWOOD LUMBER, OTHER SPRUCE 0 0 0 1,682 5,330
OTHER WOOD PRODUCTS 1,130 1,019 1,055 1,346 3,086
SOFTWOOD LUMBER, DTHER PINE 0 0 0 0 1,730
SOFTWOOD FLOORING 0 20 62 400 243
HARDWOODD FLOORING 0 0 49 £7 146
HARDWOOD LOGS, MAPLE 0 0 0 0 75
HARDWOOD MOLDING 0 0 0 73 EE
HARDWOOD PLYWOOD 32 89 0 0 cg
COOPERAGE PRODUCTS 34 45 52 109 48
HARDWOODD LUMBER, BEECH 25 0 20 35 4
HARDWOODD LOGS, WALNUT 0 0 0 0 37
OTHER BUILDERS CARPENTRY 0 cg 102 149 19
FABRICATED STRUCTURAL WOOD MEMBERS 13 21 20 154 18
HARDWOOD LUMBER, BIRCH 0 0 0 0 18
PREFABRICATED BUILDINGS 21 0 8 15, 13
WOOD DOORS AND FRAMES 3 0 34 0 11
HARDWOOD YENEERS 0 0 0 0 11
WOOD PACKING MATERIAL 4 3 0 0 g
HARDWOODD CHIPS 0 0 0 11 3
HARDWOOD LOGS, BEECH 9 0 0 0 0
SOFTWOOD LUMBER, PONDERDSA PINE 0 0 0 4 0
HARDWOOD LUMBER, RED DAK 0 g 0 0 0
HARDWOOD LUMBER, WHITE DAK 7 0 0 4 0
HARDWOODD LUMBER, MAPLE 0 4 0 0 0
HARDWOODD LUMBER, OTHER TEMPERATE 31 16 13 17 0
TREATED LUMBER 2 0 0 0 0
POLES 0 0 7 0 0
PARTICLEBOARD 0 0 42 0 0
OTHER PANEL PRODUCTS 0 0 18 0 0
WOOD WINDOWS AND FRAMES g 0 0 0 0

1,318 1,279 1,487 4,066 10,955

U.S. Department of Agriculture-Foreign Agricultural Service




Balkan Countries Wood Products Exports to the U.S. (2001-2005)

. JANUARY - DECEMBER
Serbia and Montenegro VALUES IN 1000 DOLLARS

2001 Z002 2003 2004 2005

OTHER BUILDERS CARPENTRY 0 0 0 21 22
HARDWOOD LOGS, BEECH I 10 106 I I
SOFTWOOD LUMBER, OTHER PINE I I I 10 I
HARDWOOD LUMBER, BEECH I 15 I I I
HARDWOOD LUMBER, TROPICAL I I 18 I I
SOFTWOOD MOLDING I I I 13 I
OTHER WOOD PRODUCTS I I 24 3 I

0 23 148 [ 22

U.S. Department of Agriculture-Foreign Agricultural Service



Balkan Countries Wood Products Exports to the U.S. (2001-2005)

_ JANUARY - DECEMBER
Slovenia YALUES IN 1000 DOLLARS
2001 2002 2003 2004 2005

OTHER WOOD PRODUCTS 1573 1816 1323 1276 1642
HARDWOOD YENEERS i 105 &7 L £
HARDWOOD LUMBER, BEECH 4 b 5 0 5
WOOD DOORS AND FRAMES i 0 ] ] ]
HARDWOOD LOGS, BEECH 0 0 1k 0 |
SOFTWOOD MOLDING 363 14 0 0 |
WOOD WINDOWS AND FRAMES 0 0 0 19 |
FABRICATED STRUCTURAL WOOD MEMBERS b4 0 0 0 |
COOPERAGE PRODUCTS 0 ! 0 0 |

275 1963 141 1312 203

U.S. Department of Agriculture-Foreign Agricultural Service



Common Challenges

e Exploitation of forests

e lllegal logging and trade

e Export of commodity forest products

e Overdependence on popular species

e Inefficient utilization of wood raw material
e Lack of marketing expertise




Recommendations
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From the forest....




A Integrated Approach

Or from plantations....
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A Integrated Approach

To the mill....
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To primary products....




A Integrated Approach

To value-added products.




Recommendations

Potential competitive advantage for certified wood
products.

~ocus on key target markets

Develop formal organizational structures to
coordinate export activities.

e Conduct national SWOT analysis to identify
specific weaknesses and strengths.

e value-chain

e production processes

e export mechanisms

e Policies

e competitive environment




¢ Furniture exporters to US compete
based on product costs, high
productivity, strong government
support, strong investment in
innovation and technology, and
marketing strategies

Gazo and Quesada 2005
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Questions?

Richard P. Vlosky, Ph.D., FIWSc.
Director, Louisiana Forest Products Development Center
Professor, Forest Products Marketing
School of Renewable Natural Resources
Louisiana State University Agricultural Center
Baton Rouge, LA 70803
Phone: (225) 578-4527
Fax: (225) 578-4251
Email: vlosky@Isu.edu
URL: www.rnr.lsu.edu/lfpdc




