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Introduction to:

WOOD MARKETS / FEA Canada

• We started in 1992: wood products industry consultants & analysts

and develop operational, marketing & business strategies.

• We are known as global market & industry experts/analysts on timber 

and lumber (panels) in the U.S. & global markets.

• We have had an office in China since 2005.

• WOOD MARKETS produces Multi-Client Reports: Global 

Lumber/Sawmill Cost Benchmarking; WOOD Markets – North America 5-

Year Outlook; WOOD Markets Monthly Report, China Bulletin; Russia –

5-Year Outlook; China 5-Year Outlook; 

• Aug 2017: we are now part of Forest Economic Advisors LLC

• FEA produces a variety of strategic & outlook reports on North 

America wood products as well as conferences
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FEA/WOOD Markets’ Multi-Client Reports
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FEA/WOOD Markets’ Focus on China

• Two of our reports focus on China

• Plus we have our annual China conference
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FEA/WOOD Markets’ Focus on Russia

• We have just released (Feb. 
13) our 4th in-depth analysis 
on Russia’s Industry & 
Export Potential.

• The Russians are getting 
stronger and this will heavily 
impact softwood log and 
sawnwood exporters’ 
strategies in China
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FEA/WOOD Markets: Focus on North America

• Monthlies:
o WOOD MARKETS Monthly

o FEA Macro-Economic, Sawnwood, Plywood/OSB, MDF/P-Board

Quarterlies:
o All of the above reports + Quarterly Timber & Engineered Wood

FEA/WOOD Markets: Focus on Global Issues

Strategic Reports:
o China Outlook; Russia Outlook; Global Sawmill Benchmarking;

Global Engineered Wood Outlook; Annual China Conference

+ we have 3 annual conferences in US & Canada



OUTLINE

1. Global Trends
2. North America Overview: US and Canada

a) US & Canada Lumber Exports

b) US Lumber Market Prices (& vs. China)

c) US & Canada Export Trends 
3. China Overview & New Trends
4. Russia Industry
5. Competitiveness Trends: Sawmill Costs
6. Competitiveness Trends: Delivered Lumber Costs to USA 

& China for Lumber Exporters
7. Summary

7



8

South Park

• South Park Show – a twisted view of rural America

• They did their 30 minute cartoon show on “Canada” a 
few years ago, and that got my attention (like the 
“Finnish rakes”)
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South Park Show: Blame Canada

I think that there is a “loose correlation” with blaming 
Canada (really, Blame BC) in global wood markets
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Blame Canada (actually, BC)

• For the MPB Beetle: it thrives in warmer winters – no fault here, but created 
forest fires that caused supply disruptions in 2018

• For Cold Winters in 2017-18 - this caused logging curtailments & a drastic 
slowdown in train speed & haulage by Canadian railroads – an issue in 2019?

• For Market Price Volatility from ” “Government subsidized” timber, so US 
import duties have been imposed since the early 1980s. 

– MPB, logistics constraints, US import duties have all impacted  US 

prices/markets (more Canadian exports when US prices are low) & v.versa

– This also impacts export markets: In China, BC mills diverted lumber to 

China in 2018-Q4 due to low returns in the US market.

– In Europe, some Eastern SPF mills have diverting lumber to the UK for the 

first time in many years – for the same reasons.

– Even the 6th “Rolling Stone” is blaming Canadian (BC) mills’ ownership in 

the US South and its impact on sawlog prices.



Key Take Away Messages

Supply Side Dynamics:

• In North America, still not enough logs in Canada and not 
enough sawmills in the USA in the next few years

• In Russia, log export tax & logistics/competitive advantage 
(+ OB/OR) favours increased sawnwood exports to China

• In Europe, expect more sawnwood exports to China (?) and 
to the USA (?), but depends on the sawnwood prices

• In China, government ban on native forests and 
environmental pressures on factories = need more imports

• Tightening timber/sawnwood supply base against 
increasing demand globally11



Key Take Away Messages

Demand Side Dynamics:

• In North America, demand could exceed supply at times.

• In Europe, markets are improving (finally), but beetle wood

• In China, domestic demand will need increasing imports = 
especially in furniture & less so in structural logs/lumber.

• In Japan, housing starts are still stable, creating good 
demand for now (but will decline from demographics).

• In Korea/Taiwan = relatively steady.

• In India + MENA = will need increasing imports.

• However, market prices are volatile at present!
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Wild Cards

Lots of Unknowns Ahead:

• Market – prices have become volatile.

• New suppliers/substitutes – as prices go higher

• Currency & ocean freight: winners to losers…

• Economies – stable in key markets or not? 

• Political – many wildcards can impact markets 
(US-China trade war; US-Canada softwood; etc)

• Lots of issues and factors!

13
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1. Global Coniferous Log Production Trends

The global softwood timber harvests are tightening: 

• Deficits: China, India,

• Canada: allowable annual harvests (AAC) since 2000:

• BC Interior -20%; Quebec -35%; Ontario -10% (-35% ‘94);

• Supply Constraints: 

• Russia (logistics, FX); 

• Western & Eastern Europe: “surplus” timber not 

available & restrictions on log exports

• Global supply of “natural growth timber” is tightening;

• Plantation Pine from S. Hemisphere & US South = expanding 

& their exports are expected to fill the gap. 
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Global: Softwood Lumber Outlook to 2019

CONSUMPTION:

•Global lumber demand in 2017 = 

+2.2% and in 2018 = +2.0%. 

•Gains: 2016-18 attributed mostly 

to US, Canada & some European 

countries, & China. 

PRODUCTION:

•Global production~consumption

•Global lumber output in 2017 = 

+2.3% and in 2018 = +2.0%. 

•U.S. output will increase ~6% in 

2018.
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Global Sawn Softwood Exports

• Canada and Russia are the major exporting countries, followed by (in 2017): 

•Sweden: 13.1 million m3;

•Finland: 9.4 million m3; 

•Germany: 7.5 million m3;

•Austria: 5.5 million m3.

• European countries have a   significant volume of their “exports” between 

European countries. 

• Southern Hemisphere plantation pine exports are growing.

• Although the USA is the largest   producer of softwood lumber, most of its 

production is used domestically.  It is the ninth-largest exporter with 2.7 

million m3 in 2017. 
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Global Sawn Softwood Prices Peaked in 2018

All markets stronger since 2015 except Europe (since 2017) 

based on US$/m3 – net; Price spike in mid-2018.
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2. US: Softwood Lumber Demand

• U.S. softwood 

lumber & panel 

consumption has 

been rising steadily 

since 2009 from 

increasing housing 

starts, repair & 

remodelling, and 

overall strong 

demand

• Outlook is good to 

~2022 with steady 

growth.

U.S recession in 2023 (FEA forecast)…
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A long way to go before “normal housing” of 1.5-1.6 million

The 2017 Level of Housing Completions Was 

Typical of a Recessionary Low in Previous 

Economic Cycles

Annual Level of Housing Completions, Millions

Long Term 

Average = 

1.6 million
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US: Softwood Lumber Production

• U.S. lumber production 

has been rising, but the 

U.S. West is somewhat 

constrained (small 

increases only).

• The U.S. South has lots 

of incremental timber & 

1 billion Bf (1.6 million 

m3) per year of lumber 

production increases 

are forecast from new 

mills and upgrades. • Only the U.S. South can add 

significant, incremental production; 

Other supply = from offshore imports
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US: Softwood Lumber Imports

• U.S. lumber imports:  

dominated by Canada

with a 96% share.

• Canada: reduced 

production combined 

with 20% import duties 

to U.S. = less exports to 

the U.S. 

• With U.S. production 

cannot meet total 

demand, so imports 

from other countries 

are expected to rise, 

especially from Europe.
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US: Softwood Lumber Imports

• European exports are led by 

Germany & Sweden (2” dimension 

lumber, studs, boards = all planed

• European softwood lumber 

imports should peak around 2.5 

million m3.
  US Sawn Softwood Imports from Europe

x000 m3 2015 2016 2017 2018* %

Germany 84 186 635 1004 49%

Sweden 249 234 377 408 20%

Romania 70 51 95 194 10%

Austria 16 24 74 232 11%

Finland 5 3 20 37 2%

Latvia 10 5 17 37 2%

Other 32 50 94 119 6%

Europe 466 554 1313 2030 100%

* Estimated from 11 months
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Canada: Softwood Lumber Supply/Demand

• Canada’s timber 

harvest peaked in the 

2000s & is shrinking 

from government 

reviews of the long-term 

sustainable harvest. As 

a result, lumber output 

will be relatively flat.

• Canadian lumber 

shipments dropped in 

2017 to 28.0 billion bf 

from 28.5 billion bf (-

2%) in 2016 & will be 2% 

lower again in 2018.

• As a result, Canadian lumber 

production is expected to remain 

flat or ease lower over the next few 

years = no more growth!
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US & Canada: SW Lumber Supply/Demand

• Since 2009 = steady 

increase in demand & 

output in North America.

• Offshore exports are 

relatively small (8% of 

production) as most 

lumber is consumed in 

North America.

• Offshore imports are even 

smaller (3%), but with 

reduced Canadian 

exports, higher prices 

have re-attracted 

European lumber to the 

U.S. market. 
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B.C. Softwood Lumber Exports

• With reduced harvests and lower 

lumber production, B.C. will see lower 

lumber exports in total.

• BC total exports were flat between 

2013-2015, but jumped in 2016. They 

lower in 2017 and in 2018.

• Same export trend for the U.S. market 

in 2017 and 2018 – despite all-time 

high record lumber prices in 2018!

• Offshore exports have been eroding 

since 2013, but all of the decline has 

been in China. 

• Japan, Korea and Taiwan have been 

relatively stable
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US Market Prices For W-SPF 2x4 #2&Btr

• North American softwood lumber prices hit an all-time high in June 2018 at US$655/Mbf 

($425/m3 – net), 33% higher than in 1993. However, what goes up also comes down.

• Exports from Canada to the U.S. have 20.2% import duties, but the duties (and a lot 

more) had been completely absorbed by the U.S. consumer until Q4/2018.

US$423/m3

US$193/m3

Prices up 

40% since 

November:

$417/Mbf = 

$270/m3 

FOB BC



27

Why Have There been Less SPF Exports to China?

• From 2013-16, the returns to SPF 

mills was similar as selling to 

Chicago as China. 

• Freight rates to Chicago, China & 

Japan ~ the same.

• Starting in 2016, the U.S. premium 

started to rise, reaching close to 

US$100/Mbf (US$60/m3 – net)

• The premium at the end of 2017 was  

~US$200/Mbf (US$125/m3 – net).  

• At the 2018 peak, the premium was 

US$330/Mbf (US$200+/m3), before 

20.2% US import duties.

• Conclusion: with a huge discount 

selling to China, less SPF was sold 

to China (until now…)

Note: before 

20% US duties

Note: before 

20% US duties

Starting in 2018
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New Zealand dominates; Russia reducing; USA #3; Australia #4

4. China Softwood Log Imports
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China’s Softwood Lumber Imports

Russia soaring; Canada drops; Finland #3; Sweden #4



30

Coastal China Regions Impacted by 

Environmental Policies Tianjin & 

Shanghai 

areas = 

already major 

closures of 

old 

technology 

sawmills, 

plywood mills, 

particleboard, 

MDF & 

remanufactur-

ing plants

95%

70%



Summary: China Supply Chain

• China’s supply chain involves large to massive 
distribution centers (land, ocean and river ports) 
as well as emerging consuming regions mainly 
located in inland China. Getting more organized…

• The end uses of softwood logs and lumber in 
China is very diverse and fluid, as many logs and 
lumber can be processed into different end-use 
segments based on demand and prices. 

• There are many changes occurring in the supply 
chain, mainly driven by the Chinese government 
policies as well as the private sector.31
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US Softwood Lumber Exports to China

U.S. exports to China relatively flat in ’15 & ‘16, but 

increasing since Q3/2017 before collapsing with trade war
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China Tariffs on US Softwood Imports

• SYP was well accepted in China market, and more applications were also 

being developed during the last several years;

• Now, uncertainty with tariffs is the biggest issue at current situation. 

Chinese importers will wait until the policies are clearer;

• Starting from August 23rd 2018:

SYP log: 25% tariff

• Starting from September 24th 2018:

Hemlock or Douglas fir log, 15cm+: 5% tariff

Hemlock or Douglas fir log, <15cm: 10% tariff

Spruce log:10% tariff

Lumber: Douglas fir, SYP, Hemlock: 10% tariff

• Starting March 1 2019: 25% ???
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China Tariffs on US Softwood Imports

Impact on U.S. Supply to China = NEGATIVE: 

• U.S. log and lumber exports to China have slowed at 5% & 10% tariffs

• At 25% tariffs, it likely that trade will slow to a trickle.

• SYP logs could be the exception as domestic prices are low.

Impact on Other Suppliers to China = SLIGHTLY POSTIIVE:

• U.S. tariffs will allow other lower cost suppliers to displace U.S. items, 

especially on logs.

Impact on Commodity Log & Sawnwood pricies = SLIGHTLY POSITIVE

Impact on Chinese exports = NEGATIVE

Impact on Chinese imports = NEGATIVE

OVERALL IMPACT = NEGATIVE
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China’ Import Demand for Softwood Logs and 

Lumber to 2023
Changing Supply Chain in China: Focus on Russia’s Industry/Export Potential

Among the key questions this report answers are:

• What is the expected demand by segment in China for imported softwood logs 
and lumber to 2025?

• How much more fiber can Russia supply and for how long?

• How competitive are imported Russian logs and lumber in 

China versus other major exporters?

• Where is Russian supply being shipped to within China vs.  

other suppliers (ocean ports vs. inland regions) and 

how might this change in coming years (One-Belt/One Road)?

• What is the export outlook in key exporting countries to meet 

China’s log/lumber needs – a look at competing sources & species.

New Report on China: Released Sept 2018
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5. Russia: Ruble Devaluating = Competitive 

Advantage in Export Markets



37

Russia: Log & Lumber Exports

• China = Russia’s major log & lumber market.

• Russian log exports to Finland and Baltic 

countries are mainly pulpwood.

• Russian softwood log exports to China were 

4.3% lower in 2017 vs 2016 & were 9.5% 

higher in 2018.

• In 2016, China imported 11.6 million m3 of 

softwood lumber from Russia (54% of all 

Russian exports) and remained its largest 

market for this product. In 2017, exports to 

China were 14.3 million m3 and in 2018 were 

15.6 million m3 . 

• Egypt and other ME-NA exports declined in 

2017 while export to China increased.

• Total sawnwood exports in 2018: +10%. 
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Russia: Sawn Softwood Production/Exports Rising
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Russia: Shift from Log to Lumber Exports

The Russian log 

export tax has 

worked = clearly 

has shifted exports 

away from logs to 

lumber.

More sawmill 

expansions are 

planned by Russian 

as well as Chinese 

companies.



Log Export Tax: Russian Far East

6.50%

20%
25% 25% 25%

40%

60%

80%

2006 2007-08 2009-11 2012-17 2018 2019 2020 2021

Log export quota (6.5%) = 3.5 million m3; Bottomline: 

Russian log exports drop & lumber exports increase.
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Increased Role of Russian Lumber in China

• Significant and ongoing investments into kilns and planers at Russian 

mills in Russia, Chinese mills in Russia, and Chinese mills at the 

border have all increased the value of lumber and reduced the weight 

for onward shipment. 

• More and more Chinese distributors and processing companies in the 

rest of China are tapping into the supply chain from Chinese mills 

(both those in Russia and in China at the border) – especially in the 

furniture lumber and component sector 

• “Russian-owned mill” supply chain to China = metric commodities

• “Chinese-owned mill in Russia” supply chain to China  = more 

specialty sizes/ grades for the construction and furniture industry. This 

is increasing competition for Finnish sawnwood at lower prices.
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Among the key questions this report answers are:

• Outlooks for Russia’s timber harvest and lumber production & exports 
to 2025, including Russia’s expanding fit with China. 

• Price forecasts to 2025 for Russian and competing  

logs and lumber in China.

• In-depth analysis of the cost structures of Russia’s 

logging & sawmilling industry, including 

delivered costs to China & other key markets. 

• A key outcome is how Russia’s competitiveness in

China is displacing spruce & pine sawnwood 

from other supplying countries.

New Report just released: February 2019
.

Russia: Forest Industry Competitiveness 

& Export Outlook to 2025 (with a focus on China)
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6. Global Lumber Costs & Margins: 2017/Q2

FEA/WOOD MARKETS Biennial Global Timber / Sawmill / Lumber Cost 

Benchmarking Report – 2016 & 2017/Q2:

• European mills have smaller earnings (EBITDA) than North America.

• European mills’ earnings have been subdued since 2012 but  improved in 

2017. 

• Finland – one of the smallest EBITDAs in world due to high log costs, low 

by-products revenue 

• Finland’s sawlogs are about euro 5/m3 higher in 2018/Q4 vs 2017/Q2

     Roundwood Prices 

        Roadside (OB)
Euro/m3 Pine Spruce

2017-Q2 58.02  59.39   

2018-Q4 63.19  64.78   

Source: LUKE
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USA: Delivered Sawnwood Cost Analysis

Cost competitiveness position of key producing countries and how 

the compare to each other on delivered costs to the USA

Finland does not compare very well, based on the analysis. All lumber 

needs to be planed for the US market, so this is a limiting factor with 

many of Finland sawmills. 

• Sawmill & logistics costs modelled from each supplying country to 

Houston Texas in Q2-2017.

• Canadian mills include import duties (20%).

• Europeans are competitive at higher prices

• Finland is one of the higher cost suppliers.
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China Supply Chain Report: Delivered Cost Analysis

Factors: Delivered logs costs to 

domestic port; logistics costs to market 

+ others; compared to C&F price

Delivered Log Costs to China by 

Supplying Country & China “Exporter 

Margin” (vs. Domestic Sales)

Delivered Lumber Costs to China by 

Supplying Country & China “Exporter 

Margin” (vs. Domestic Sales)

Competitive advantage and export 

premiums vary!

 China: Delivered Cost Analysis

Logs Lumber

BC Interior X

BC Coast X X

Quebec X

US W. Coast X X

US South East X X

Finland X

So. Sweden X

Estonia X X

Czech Rep X

Germany X

Siberia X X

NW Russia X X

Russia Far East X

New Zealand X X

Australia X X

Chile X X

Brazil X X

Uruguay X



46

Global Lumber to China: Supply Chain Costs

Supply Chain Cost Details: 

Logistics costs from  supplying country to Shanghai.

US South , Brazil, Russia mills are the “lowest cost”  suppliers to 

China; 

Finland in the higher cost range



Summary: Competitive Analysis

• When the delivered lumber cost analysis is 
moved Inland to Chengdu from Shanghai for 
2018-Q2, the Russian returns get even better and 
all other regions get worse. 

• RUSSIA has a competitive advantage in China. 

• You need to understand how Russia fits in China 
for evaluating other regions’ competitiveness.

• With more lumber imported into China from 
Russia, BC & other log and lumber exporters, 
you need to understand the increasing 
competitive and market fit of Russia in China.47
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• Finland is well positioned in China except for high domestic costs.  

This has changed from lower market prices & higher log costs

• Finland should look hard at the U.S. market despite some higher 

operating and logistics costs as compared  to other exporting 

countries. Still a good market.

• Finland should look for alternative markets to the unpredictable ME-NA 

• Finland = some log cost/availability & by-product issues that limit 

earnings relative to the rest of Europe (and the world) and, therefore, 

capital investments. 

• Is there an opportunity to adding planer capacity to take advantage of 

export markets such as U.S. and other segments in Japan? Need 

earnings to justify capex… 

7. Summary: “Outsiders View”: 

from Feb 2018
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