2011-13 Western Outlook

C Western industry adjusts
C Canada looks elsewhere

C 2011-13 : whatos |1 kel



U.S. pulls out of its slump

Real U.S. Gross Domestic Product
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(2,000) 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
Net Trade (723) | (729) | (655) | (504) | (363) | (422) | (442) | (441) | (500)
State & Fed Govt. | 2,370 | 2,402 | 2,434 | 2,503 | 2,543 | 2,569 | 2,530 | 2,492 | 2,430
Residential Const. | 775 718 584 444 343 332 366 455 525
Nonres Investment | 1,347 | 1,454 | 1,552 | 1,557 | 1,291 | 1,363 | 1,450 | 1,555 | 1,460
Pers. Consumption| 8,819 | 9,074 | 9,290 | 9,265 | 9,154 | 9,314 | 9,585 | 9,795 | 9,991

Source: BEA, WWPA forecast
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Economic risks

C Inflation risks spread
C Interest rates to rise?

C DeDbt service burden slows
spending dramatically



JE
Energy Inflation risks spread
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Global inflation rises

Commodity Food Price Index Monthly Price
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Commodity Metals Price Index Monthly Price
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U.S. Feed Grain Prices Rise

$/Bushel
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U.S. Producer Price Indexes
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Source: Bureau of Labor



U.S. Consumer Price Indexes
% Chg M/M

0.8%
0.7%
0.6%
0.5% m CPI-U, All
0.4%
0.3% -
0.2% - m CPI-U, W/O F&E
0.1% -
0.0% -
-0.1%
-0.2%
-0.3%

Jul-09

Jan-09
Mar-09
May-09
Sep-09
Nov-09
Jan-10
Mar-10
May-10
Jul-10
Sep-10
Nov-10
Jan-11

Source: Bureau of Labor



S
Wil rising rates choke off employment?

CPI-U, Fed

Funds
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Home construction forecast
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Supply side pricing
1,000 units, SAAR
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Supply side pricing
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Average mill production recovers

Sawmills Operating in the West
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Product mix changes

Western Lumber Shipments

MMBFE 2006 2010
Selects and Shop 421 307
Commons 980 875
Dimension 5,242 3,039
Studs 2,201 1,720
Timbers 429 344
Export 132 277
Total Invoice Volume 9,406 6,562
Percent of Total Shipments
Selects and Shop 4.5% 4.7%
(Commons 10.4% 13.3% |
Dimension 55.7% 46.3%
[ Studs 23.4% 26.2% |
Timbers 4.6% 5.2%
(Export 1.4% 4.2% ]

Source: WWPA



Western markets

2006-10 2009-10

MMBF 2006 2007 2008 2009 2010 % Chg % Chg
Northeast U.S. 479 458 403 359 412 -13.9% 14.7%
Midwest U.S. 1,429 1,336 1,228 916 1,193 -16.4% 30.2%
South 1,244 1,132 1,033 850 981 -21.1% 15.4%
West 6,122 5,666 4,456 3,663 3,699 -39.6% 1.0%
Export 132 147 165 165 277 109.8% 68.1%
Total Invoice

Volume 9,406 8,738 7,285 5,953 6,562 -30.2% 10.2%

Source: WWPA



U.S. lumber exports to Pac Rim

2006-10 2009-10

MBF 2006 2007 2008 2009 2010 % Change% Change
Japan

51735 66,759 101,193 115477 161471 212% 40%
China

25830 38420 38516 55131 153,883 496%  179%
Taiwan 21683 19164 21,709 28854 42.684 97% 48%
Phillippines 25127  27.994 21652 29493 29474 17% 0%
Indonesia 16,008 18,148 26219 13509 15506 -3% 15%
Korea 1,754 5203 18879 12929 14.606 733% 13%
Vietnam 425 1,213 3,366 6,441 12,719 2890% 97%

Other Exports to Pac
Rim 3,771 6,956 12,184 12,295 23,062 512% 88%

Total Pac Rim EXpOrts 145909 182,735 240,352 267,680 440,686 202%  65%

Source: USITC



How Western mills adapted

C Production = Demand
V Shift closures
V Mill closures

C Lean manufacturing

C Market diversification



Canadian shipments to U.S. markets

MMBF 2007 2010 % Chang
West 2,984 1,165 -61.0%
Midwest 4,76¢ 2,87¢ -39.8Y%
Northeast 2,667 1,71C -35.9Y
South 6,11(C 3,20¢ -47.5%
Other 48 19 -60.2¥%
Total 16,57¢ 8,97: -45.9Y%

Source: Statistics Canada
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B.C. loses U.S. market share

MMBF 2007 2010 % Chang
United States

West 2,681 1,03¢ -61.4Y
Midwest 2,40¢ 1,591 -33.8¥%
Northeast 73€ 500 -32.1%
South 3,87¢ 2,061 -46.9Y
Other U.S. 38 16 -59.2Y%
Total U.S. 9,737 5,208 -46.6Y
(Offshore Exports 2,237 3,631 62.6
Total Exports 11,97( 8,834 -26.2Y%

Source: Statistics Canada



Top B.C. markets in U.S.

MMBF

Market 2007 2010 %Chg
1) Texas 1,072 697 (35%)
2) Washington 694 364 (48%)
3) lllinois 602 348 (42%)
4) Michigan 229 278 21%
5) Wisconsin 322 231 (28%)
6) Tennessee 418 229 (45%)
7) Alabama 339 209 (38%)
8) Minnesota 314 202 (36%)
9) New York 231 199 (14%)
10)North Carolina 415 184 (55%)

Source: Statistics Canada



Canadian offshore exports

MMBF

CanadiarLumber Exports 2007 201C % CH«
China 276 1,911 593%
Japan 1,21¢ 1,142 -6%
Talwan 152 151 -1%
South Korea 10€ 110 3%
Phillipines 54 95 7T%
Saudi Arabia 41 59 449
Other Offshore 6 6 2%
Total Offshore 1,854 3,474 87

Source: Statistics Canada



Source: WWPA



