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Introduction

e Where we are today
forest resources
production
population
e Globalization
e Forest industry impacts
e U.S. South’s competitive advantage
e Conclusions
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Total Forest Area
By Major Country, 2000
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Total Plantation Area
By Major Country, 2000
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Industrial Plantation Area

Source: FAO, own estimates
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Wood Production, 2001

Industrial
Fuelwood Rou;\;l;v ood
54% ?
Fuelwood 1.8 billion cu m
Industrial Roundwood 1.5 billion cu m
Total 3.3 billion cu m

Source: FAO



Industrial Roundwood Production
By Major Country, 2001
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Sawnwood Production
By Major Country, 2001
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Billion People

World Population Projections
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Annual Per Capita Roundwood
Production
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World Forests

e Population is growing at 1.3% per year

e World forests declining at -0.2%/yr
9 million ha lost annually
Tropical forests declining (94% of losses)
Temperate & Boreal forests stable to increasing

e Plantation forests increasingly important for
iIndustrial roundwood production

5% of world forest area
Supplying 25% of industrial roundwood



United States in World Context, 2000

Forest Land _ 6%
Timber Inventory _ 8%
Planted Land _ 12%
sl
Wood Pulp 32%
0% 10% 20% 30% 40% 50%

Source: Smith et al. 2002, FAO, FRA 2000



U.S. South in World Context, 2000

Forest Land 2%

Timber Inventory 2%

Planted Land 7%
Industrial o
Roundwood 18%
Wood Pulp 25%
0% 10% 20% 30% 40% 50%

Source: Smith et al. 2002, FAO, FRA 2000



Globalization

e Global market environment

e Growing Importance of trade

Exports 25% of global GDP
e Trade barriers going down

e Transportation costs going down
e Foreign direct investment increases




Globalization

e Intense competition
High quality

High productivity

_OW costs
Environmental quality

e Foreign expansion
Globalization of production
Globalization of markets




Globalization 1n Forest Products

e \Wood products add 2% to global GDP

e VVolume exported
Industrial roundwood 8%

Sawnwood & panels  26%
Pulp, paper & board 23%

e Export growth (last 25 years)
30% increase in volume
75% increase in value



Globalization 1n Forest Products

e Consolidation of industry
Is it working?
Disintegration

e Market consolidation (e.g. EU, NAFTA)
e \Where to produce?
e \Where to sell?



The South’s Competitive Advantage

e Location
Access to major markets
Access to production resources
Moderate terrain

e Climate
Ample rainfall
Moderate conditions

e Infrastructure
e Government
e Management



Major Technological Changes in
Southern Forest Industry

e In-Woods

Mechanized logging

Plantation management
e Pulpmills

Better wood recovery

Increased use of hardwoods & recycled fiber
e Solidwood

Better wood recovery
Introduction of SYP plywood & OSB



Southern Industry &
Globalization Headlines

e Fiber prices
e Product prices
e Foreign exchange rate

e Technology
Scale
Age
Efficiency
e \What the industry does?

e \Where are the opportunities?



South-wide Pine Pulpwood Prices
1991(I11) to 2002(IV)
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South-wide Pine Sawtimber Prices
1991(I1II) to 2002(IV)

(*2]
(=]

— Stumpage
Delivered

N
o

S
o

- A
/\_\7ﬁ \— \/_/
~

_~

US$ per ton
W
o

N
o

-
(=)

O T rrrrrrrrrrr Ut 1rr1t 1t 1717 17171717 17T 17T 17T 17T 17T 17 17T 17T 7 7T 17 17 17T 17T 7T 7T 17T 17T 17T T T T T
1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Source: TimberMart-South



Conifer Pulpwood Delivered Prices
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Non-Conifer Pulpwood Delivered Prices
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Annual SYP Lumber Prices
1990 through 2002
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Annual NBSK Pulp Prices
1990 through 2002
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Dollar Exchange Rate

e Competitors’ currency inflation against the USD
Brazil, Canada, Sweden

e Buyers’ currency inflation against the USD
Japan

e Good news: USD is finally down

e Bad news: US wood cost still high



Exchange Rates
Brazil to US
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Exchange Rates
Canada to US
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Southern Industry Responses

e Consolidation/Restructuring
Timberland
Mills
e Pulp and paper companies take downtime
Over 30% of mills announced downtime
2 permanent mill closures
e Softwood sawmills take downtime

25% of mills announced downtime
12 permanent closures



Average Pulpmill Capacity
By Major Country, 2001
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Annual Percent Change in World Pulp
Production, 1995-2001
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U.S. Paper & Board Exports & Imports
1990 to 2001
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U.S. Paper Industry Financial

Performance, 1990 to 2001
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Global GDP, 2000
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Paper and Paperboard Consumption
2001
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Environmental Issues
Forest Management Indicators U.S.A. vs. World
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Environmental Spending
Pulp & Paper Industry, 2001

e Capital expenses $612 million
Water quality protection 32%
Air quality protection 54%
Solid waste management 14%

e Capital spending for environmental
protection 12% of the industry’s
expenditures



Conclusion

e The U.S. South continues to be a strong wood fiber
and processing region
Good competitive position
Sufficient fiber supply

e Fiber and processing costs under pressure

e Good environmental standards--some priced In
e Exchange rates will continue to fluctuate

e Global competition will intensify

e Future looks promising if
Productivity increased
Costs reduced



