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North American Lumber Forecast Summary

Domestic Consumption Demand on Mills
2016: 56.2 BBF (+2%) 2016: 60.1 BEF (+5%)
2017: 60.7 BBF (+8%2) 2017: 63.9 BBF (+6%)

R IS I © Copyright 2016 RISI, Inc. | Proprietary Information

april 16

Lumber Dashboard

Exd U lndicaors
W36 125 mbon [+ L6500 pULEEY
17:1.52 ilkon [+ 030 M ‘7- w05

Induswial Production Noresideatiol Comtruction

01816 M- -5
ML M7 +3%
Crow's Conposie Prica
-
o i ==y ‘l;/“-\/\.._,
- NN~
- [
-
il o G i P
":..i'n’;u.-;}d'.
North American Lumber Markets

Now that we are nearly a moath into m,.dnmndhn

started to exhzbit szasonal strenzth and the volume and pace
of wood flowirz through the supply chain should accelerate

While the reported housing starts for March fell well below
market expectations, we do 2ot believe this a sign that the
US housing racovery has been derailed, but mnstead is likely
due iz part to constucton being pulled forward to take
advartage of the mild winter weather experienced earlier in
the year. Final demand for lumber produced :n the thrae major
producing rezions will move seasonally and cyclically higher
this spring, wher it i5 forecast to average 2.67 BBF (March-
Jace), up 25% from the winter (December 2016-February
2016) and 7% ovr a yaar ago. (RN stovy o0 pge 17

Prices
D/C Ratio (Cyow's Lumber Composita Price Indax)
2016: 34% 2016: $358/MBF (+10%)
2017: 33% 2017: $380/MBF {+6%)
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Global Economy Growing

Moderately, with Heightened Risks
Annual Real GDP Growth
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Developed Economies Supporting
Global Growth...

Global Real GDP* Growth
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*Measured at purchasing power parity exchange rates

Source: IMF, RISI
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...While Emerging Markets Have

Slowed
Annual Real GDP Growth
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Oil Prices Staying Low on Oversupply

West Texas Intermediate, Brent North Sea Crude Oil, Price per
Barrel
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BoJ BoE

—ECB
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10 Year Yields

10 Year Government Bond Yields
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USA - The Trump Effect

* Meaningful change in direction of economic policy
* Regulation
* Taxation
* Trade

e But still great deal of uncertainty

e Cabinet picks
e Actual policy vs. campaign promises
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USA - The Trump Effect (cont.)

* In the medium-term, could be somewhat positive for

US economy, but downside risks are higher

* Lighter regulatory regime
* Environmental regulations
e Obamacare

e Corporate tax reform
* Repatriation of capital
 More competitive globally
* Increased investment

* Fiscal stimulus

* Increased infrastructure spending
* Increased defense spending

R I S I © Copyright 2017 RISI, Inc. All rights reserved.
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USA - The Trump Effect (cont.)

e Downside risks
e Trade war
* |ncrease in debt

* Proposed programs could increase US government
debt by $4-6 trillion

e Strong dollar
* Negative for emerging markets

* S$3.5Trillion corporate debt increase in past 8
years

* Higher interest rates
* Inflationary aspects of stimulus, tax reform

e Overall, baseline forecast is for slightly faster GDP
growth, higher inflation, higher interest rates

R I S I © Copyright 2017 RISI, Inc. All rights reserved.
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Job Growth Remained Healthy in
2016

Change in US Total Payroll Employment, Millions
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Quits Level Continues to Rise

Job Openings and Labor Turnover, Thousands
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Wage Growth Highest Since Recession

Average Hourly Earnings, All Employees, Year-over-Year Percent
Change
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Consumption Growth Driving US
Economy

Real Consumption Expenditure, Annualized Percentage Change;
Unemployment Rate
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Revolving Credit Growth Continues to
Show Increased Credit Card Usage

Clg(?sumer Credit, Year-over-Year Percentage Change
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Productivity Growth Worryingly Low

Non-farm Real Output Per Hour, Year-over-Year Percent Change
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Limited Supply of Shelter Tempers

Shelter Sales Gains
New and Existing Single-Family Home Sales (X 1,000)
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Escalation in Home Prices Running

Well Above Overall Inflation and

Wages

Case-Shiller US National Home Price Index and CPI
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Demand Shifting to New Construction With
the Multifamily Share Remaining Near

Current Levels
US Housing Starts (Annual)
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R&R Expenditures Trend Higher with
a Larger Share of Alterations and

Additions
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Strong Dollar, Weak External Environment,

Pressuring Manufacturing
Index of Industrial Production, January 2000 = 1.00; PMI
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Dollar Strong on Decent Growth and
Potential for Tighter Monetary Policy

Trade Weighted US Dollar Index: Broad, March 1973 = 100
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Low Natural Gas Prices Helping US

Manufacturers
Landed Prices of LNG December 2016, Dollars per MMBtu
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US Economy Improving
Real GDP Growth, Annualized Percent Change
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Canada Economy Growing, But
Weakly

Real GDP Growth, Real Private Fixed Investment,
Annualized Percent Change
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Canadian Dollar Remains Weak
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North American Softwood Lumber
Market Tightens Significantly

Demand for North American Softwood Lumber
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OSB Industry Continues to Tighten
Despite List of Proposed Projects

Demand for North American OSB
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North American Softwood Plywood:
Lack of Investment Leads to Tighter
Markets
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