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Farm Credit East Disclaimer: The information provided in this webinar is not infended to be investment,
tax, or legal advice and should not be relied upon by recipients for such purposes. Farm Credit East
does not make any representation or warranty regarding the content, and disclaims any responsibility
for the information, materials, third-party opinions, and data included in this webinar. In no event will
Farm Credit East be liable for any decision made or actions taken by any person or persons relying on
the information contained in this webinar or its materials.
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Real GDP Growth Remains Surprisingly Robust

Forest Economic Advisors
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Consumer Confidence Has Been Sliding
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o Consumer Confidence Index, 1985=100
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Business Leaders Remain Anxious
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Confidence in the Economy One Year From Now
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1 Source: United States, Business Surveys, Chief Executive Group,
CEO Confidence Index, Total, Index via Macrobond
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Official BLS and ADP Payroll Data Both Show Weak Job Growth

Forest Economic Advisors

Change in Payroll Employment in Thousands, 3-Month Moving Average
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US Trade Policy Uncertainty Returns
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New York Fed Indicator Shows a 20% Chance of

Recession Within Next Year
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100, Probability the Economy is, or will be in, an NBER-defined recession
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The 10-Year/3 Month Yield Curve Is No Longer Inverted
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Yield Spread: Ten-Year Treasury minus Three-Month Treasury Bill
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Real Short-Term Interest Rates Are Close to Neutral
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Real Wages Have Been Growing Steadily

Since Mid-2023
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y Real average hourly earnings: all private employees deflated by CPI, year-over-year percent change
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US Tax Refunds Expected to Increase by $600 in 2026
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Average annual individual tax refund, not adjusted for inflation
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US Household Balance Sheets Are In Good Shape
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Household Debt Service* as a percent of Disposable Personal Income
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Homebuilder Sentiment is Sour
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NAHB Housing Market Index
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Homeownership is a Stretch for

Middle-Class Households
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Gap Between Actual Median Household Income and Qualified Income
(Qualified Income = Income needed for annual homeownership cost to equal no more than 30 percent of annual income)
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Real Home Prices Are Near Record Levels
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5425 000 Median Single-Family Home Prices in 2025Q2 Dollars
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New Single-Family Home Sizes is 12% Below 2015 Peak
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Mean Size of a New Single-Family Home in the US in Square Feet
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Home Prices are Falling in South and West Markets
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Zillow House Prices Across The US

Y/Y % change

Source Zilkow
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Hopes For Lower Mortgage Rates Rekindled?
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Brent Crude Future’s Do Not Expect an Extended War
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Excess Demand for Labor Has Been Wrung Out of
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Economy
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Bond Market Investors' Inflation Expectations Remain

Anchored
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Expected inflation over the five-year period that begins five years from today, weekly data
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Housing Starts are Projected to Drop 1% in 2025 and
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Remain There in 2026 Before Jumping 5.5% in 2027.

. US Housing Starts in Millions
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There is Tremendous Pent Up Demand And Strong

Demographic Tail Winds
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Improvement Expenditures Will Decline But Remain

Elevated
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Billions of 2017 USD
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The US Housing Stock Has Aged Considerably

Median Age of Owner-Occupied Housing 44
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Nearly 60% of Existing US Single-Family
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Homes Are Less Than 2000 Square Feet in Area

Distribution of Home Sizes of Existing Single-Family Housing Stock, Square Footage
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High Mortgage Rates Are Causing Rate Lock
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Share of Mortgages
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Swelling Home Equity and Lower Interest Rates Will
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Support Residential Improvements Spending in 2025-26

Real Homeowners’ Equity in Real Estate in Billions of 2024 US Dollars
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Nearly 85% of US Mortgage Borrowers

Have At Least 30% Equity in Their Homes
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Distribution of Loan-to-Value Ratios Among US Mortgage Borrowers
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Lumber Consumption Will See Little Growth Over
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North American Lumber Exports Will Increase But
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Chinese Residential Construction is Down Bigly

From Pre-Pandemic Level
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Cumulative Square Meters of Newly Started Residential Construction (Billions)
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Lumber Imports Will Fall, But Remain Elevated Relative

To The Past Decade
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BBF North American Offshore Softwood Lumber Imports
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The Scale of the Spruce Bark Beetle in C.Europe is
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Comparable to the Mtn. Pine Beetle in the BC Interior

Years Since the Inception of Bark Beetle Epidemics
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European Union Policy Changes Will Likely Impact

Harvest Levels

* Land Use, Land Use Change, and Forestry (LULUCF)
* Biodiversity Strategy for 2030

* Nature Restoration Regulation

* EU Forest Strategy for 2030

Bottom line: Policies aimed at climate change and biodiversity will create stricter
regulations on timber harvesting in the European Union. The LULUCF will likely have the
greatest impact. The effect on harvest levels expected to be limited in the near-term but
expected to increase beginning in 2026.
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Europe Will See Only Modest Growth
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12 Million M3, Net BBF, Nominal
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<

North American Softwood Lumber Capacity Changes

| 2023-2025
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N
Size of Change

Million Board Feet
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[} East of the Rockies -380
@ BC -2,038

Total 966




Duties And Tariffs Are On The Rise

Forest Economic Advisors

ARG Final Determination (Revised) & Section 232 Tariffs
Antidumping Duty Countervailing Duty  Section 232

Canfor 35.47% 12.12% 10.00% 57.59%
West Fraser 9.65% 16.82% 10.00% 36.47%
All Others (Canada) 20.53% 14.63% 10.00% 45.16%
Offshore Imports N/A N/A 10.00% 10.00%
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Prices Have Jumped, But Duties Are Holding Prices

Below Cost Across Canada
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$/MBF Ratio
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Lumber Prices Will Continue to Climb in 2026-27
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Western SPF 2x4, US$/MBF
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FRAMING LUMBER COMPOSITES
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LUMBER | COMPOSITES & PRICE CHANGES
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Paper Consumption Expected to Continue to Fall

While Demand for Packaging Grades Trend Higher

Forest Economic Advisors

US Consumption, Million Tons
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Massive Expansion in Pulp Capacity in Southern

Hemisphere, Primarily South America

Forest Economic Advisors

Selected Market Pulp Capacity Changes
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Significant Pulp Capacity Closures Across
North America since 2023
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@ Full Closure
O Partial
@) Major Investment
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Pulp Production Will Continue on a Downward Trend

Forest Economic Advisors

US Pulp Production, Million Tons
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