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SECTION |. FOREST SITUATION AND OUTLOOK

Theoutl ook for the M exican economy continuesto brighten after theuncertainty caused by theeconomic
crisesinRussia, Asia, and Brazil duringthelatter part of 1998 andearly 1999. Thenearly triplingof world
oil pricescombinedwiththe Government of Mexico' s(GOM) conservativefiscal and monetary policies
have | edto considerablestrengthintheMexicaneconomy. Estimated at 3.5 percent, GDPgrowthfor
1999 surpassedearlier expectations, and the Bank of Mexico madebelieversout of skeptical market
analystsby finishing 1999 bel ow its13 percent inflationtarget for theyear, withan estimated 12.3 percent
inflation rate.

Steady growth over thenext threetofiveyearsshould positively affect demandfor U.S. wood products,
particularlyinlight of thecountry'sgrowing dependenceonimported products. Rapidexpansion of
Mexico's constructionindusiry, estimated to havegrownby 10.2 percentin1997, fell by nearly 2 percent
inthelast quarter of 1998 duelargely tocutsin public sector projects. Privatesector investmentinprojects
alongtheU.S./Mexicoborder and Mexico'sEastern and Western coastsappear to haveweathered the
stormthanksto abooming M aguiladora(export manufacturers) industry and growing tourism. Andacross
thecountry, construction activity isbadly needed to overcomethecountry'sseverehousing deficit, which
the National Chamber of the Construction Industry (CMIC) estimates at 4.6 million homes.

Mexico’ stotal forest resourcebaseisestimated at 56.8 million hectares, fromwhich 21 millionhectares
areusedfor commercial purposes. Theproperty isdivided 80 percent tocommunities(gjidos), 15 percent
to smal sizeproprietorsandfivepercent togovernment property. Annua roundwood productionin1997
was7.7 millioncubicmeters. Domesticlumber productionremainedflatin 1998, but becameamore
formidablecompetitor towood productsimported fromthe United Statesdueto thedeval uation of the
peso. Despiteseveral government programs introduced to spur domestic reforestationand reduce
Mexico's dependenceonimported products, thecountry'simmediateandlongtermability to meet
domestic consumptionisdim. Deforestationremainsasevereproblemand Mexico'ssubstandard
infrastructureand lack of loggingand production equipment compel sthiscountry torely onforelgn sources
for wood products.

U.S.woodproduct exportstoMexicoexceeded thelandmark $360 millionin 1998 and 1999, and are
approachinglevelspriortothe country's 1994/1995economiccrisis. Hardwood lumber reached $90
millionin1999, thehighest export level since 1970, whilesoftwood lumber exportswere$58 millionthis
sameyear. Stronggainsweremadein1999inpractically al other wood productspromoted by theU.S.
industryinM exico, including softwood plywood, oriented strand board (OSB), treated lumber, and
har dwood and softwood molding. Mexico'srecent economic contractionwill most likely dlow thispace
in2000, particularly for wood productsusedin public sector construction projects. However, exportsare
expected to remain active in Mexico's private construction sector as well asits furniture industry.

Basedondatafromthe M exican Secretariat for the Environment, Natural resourcesand Fishing
(SEMARNAP), thetotal standinginventory of commercial forestsis2.8billionmeters®, of which 1.8
billion meters®isfrom temperateforestsand 1.0billion meters’isfromtropical forests. Thedistribution
of standing volume, by state and species, in the main producing areasis as follows:
SOFTWOOD
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Durango (25%), Chihuahua (24%), Michoacan (16%), Jalisco(8%) and Guerrero (4%).

Average Softwood Prices
usb
Sizes Veneer Plywood Poles Beams
(M2) (M2)
35X 35X 82" 3.68
35X 2X 10" 6.73
2.63 2.63

Source: Consgjo de la Madera en la Construccion (COMACO)
Rate of Exchange: 9.50 Pesos to 1.00 USD.

TEMPERATE HARDWOOD

Michoacan (30%), Durango (20%), Chihuahua (16%) and Jalisco (5%).

Average Hardwood Lumber Prices
USD/Board Feet
Size Oak Ash
1" 3.70 3.70
15" 4.75 4.75
2" 5.78 5.78

Source: Consgjo de la Madera en la Construccion (COMACO)
Rate of Exchange: 9.50 Pesos to 1.00 USD.

TROPICAL HARDWOOD

Chiapas (30%), Veracruz (25%), Quintana Roo (22%), Tabasco (4%) and Oaxaca (4%).

Average Tropical Hardwood Lumber Prices
USD/Board Feset
Size White Cedar Mahogany
1" 1.89 473
15" 1.89 4.73
2" 1.89 4.73

Source: Consgjo de la Madera en la Construccion (COMACO)
Rate of Exchange: 9.50 Pesos to 1.00 USD.
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Thecurrent annual allowablecutis2.8 millioncubic meters, althoughthereisnoreliableinformation
availableonillega cutting, contraband, and rural self-consumption of roundwoodasfuel. Accordingto
privatesources, however,illegd cuttingisavery seriousproblem duetotheattractiveroundwood prices.
Exigtingenvironmentd regulationspertainingtoforestry managementareminima. However, oneexample
of GOM effortstocurbillegal cuttingistherestrictiononlog harvesting applicablein certainareasof the
state of Michoacan to protect the migration of the “Monarch” butterfly.

TRADE

Overview/Outlook

TheU.S. facesseveral constraintsinthismarket. Import restrictionsapplied by Mexican customs,
combinedwithafragmentedwood productsdistribution system and apoor i nfrastructurecontinuesto
hamper U.S.woodproduct exportstothismarket. And consumer biasagainst theuseof woodfor
structural purposesstandsintheway of industry attemptsto actively devel opthismarket ssgment. The
biggest constraintisthelack of end-user awarenessabout the superior attributesof U.S. wood products,
whichleadsarchitectsand thetradeto base purchasing decisionssoldly onprice. Without anunderstanding
of U.S.wood product working properties, grades, treated retentionlevel sand dimensions, andrel atively
lowcost productsfrom other sources. Domesticandforeignsupplierswill continuetothreatentheU.S.
industry's position in this market.

Threeto Five year Outlook for Trade

Despitecurrent economic uncertainties, the 3-5year outlook appearspositivefor Mexico, bothasan
importer of raw materid sand semi-finished products, and asan exporter of furniture, moldingsandflooring.
Ingeneral terms, however, Mexicowill continuetobeanetimporter of forest products, athoughin specific
product aressitissdlf-sufficient and anexporter. Although growthintheMexican economy remained dow
through 1999, Mexico's forest productsprocessingindustry grewin 1999, particul arly thefurniture,
molding, andflooring sectors. Thesesectorscapitalized onthecompetitivenessof thelower-valued
Mexican pesotoincreasetheir exports, particularly totheUnited States. Asaresult, they will continueto
be prime candidates for U.S. raw materials.

Competition

Indonesiaand Canadacontinueto aggressively penetratethe M exicantropi cal hardwood plywood market
by offeringlow-priced product. Asaresult, their importshaveincreased dramatically duringthelast three
years.

Market Development Activities

For both U.S. hardwoodsand softwoods, M exi co'sfurnituremanufacturing and constructionindustriesare
key market segments, thelater aprimary user of U.S. molding, millwork, andflooring. Theconstruction
sector isa sotheprimary end-user for structural softwood lumber, treatedlumber, and structural panels
usedinbothwoodframeconstructionand concreteforming. Material handling (e.g., palletsand crates)
isakey segmentfor U.S. structural panels, but deemedashavinglittlepotentia for U.S. softwood lumber
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duetointensecompetitionfromlow-cost "commodity grade”’ domesticlumber. For structural, exterior,
and material handling segments, thecenter of activity isintheborder states, aswell asMexico'sEastand
West coasts. For furnitureand other interior applications, Mexico'sMaquiladoraindustry isaprimetarget,
as well as Mexico City and Guadalgjara, where most of the country's furniture is produced.

I ndustry sourcesindicatethat specia promotiond effortsshoul d beconducted between Mexican consumers
alongtheU.S.-Mexicanborder. U.S. lumber and plywood exporterswhowishtoincreasesal esto
M exicoshouldidentify and meet specific demand and material requirements, providegood service, and
pricetheir productscompetitively. A mainconcernamongthemaguiladorasalongtheU.S.-Mexican
borderisthe highpriceMexican distributors charge for U.S. wood products. Reportedly, these
companiesmay import U.S. lumber directly. Maquiladorasmanufacturemost of thefurnituredestinedfor
export markets, including structura woods, bathroomfurnitureand T.V . cabinets, among other products.

Also, theU.S. industry should continueintensive promotional programsto disseminateinformationon
applicationsof temperate hardwood, aswel | assoftwood products. Mexican manufacturersgenerally lack
knowledgeabout temperatespeci es, particul arly with regard to suitabl eapplications, grades, machining,
finishing, and other mechanical and physical properties. Activitiessuch asseminarstargeting potential

Mexicanusersof U.S. temperate hardwood productscould expandthemarket for U.S. forest products.
U.S.wood exportersinterestedinthe M exican market should consider participatingin someof themajor
tradeshowstargeting thefurnitureand constructionindustriesinMexico. For moreinformationonshow
datesand contact information, interested U.S. wood exportersshoul d contact the M exi can officesof the
following three U.S. Trade Associations:

American Forest & Paper Association
Claudia Villagomez, Director

Tel 011-525-282-2111

Fax 011-525-282-0919

Email: cvillagomez@infosel.net.mx

American Hardwood Export Council
Luis Zertuche, Director
Tel 011-525-282-0909
Fax 011-525-282-0919
Email: |uiszertuche@infosel.net.mx

APA The Engineered Wood Association
Philippe Mercado, Director

Tel 011-525-281-6087

Fax 011-525-281-6089

Email: philippemercado@apawood.org
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SECTION Il. STATISTICAL TABLES
STRATEGIC INDICATOR TABLE: CONSTRUCTION MARKET
Country: Mexico Previous Current Following
Report Y ear: 2000 Caendar Year Caendar Year Caendar Year

1998 1999 2000

Total Housing Starts (number of units) 309,282 361,860 NA
—Of which, wood frame 150 250 NA
—Of which, steel, masonry, other materials 309,132 361,610 NA
—Of total starts, residential 156,800 183,463 NA
-——-Of residential, single family NA NA NA
---Of residential, multi-family NA NA NA
—Of total starts, commercial 152,482 178,397 NA
Total Vaue of Commercia Construction Market 18,500 23,400 NA
($US million)
Total Value of Repair and Remodeling Market 1,12.0 1,640 NA
($US million)
Are tariffs on softwood from the United States
Higher, equal or lower than softwood imported from other Lower Lower Lower
countries? 1/
Aretariffs on plywood from the United States
Higher, equal or lower than plywood imported from other Lower Lower Lower
countries? 1/
Are non-tariff barriers on softwood from the United States,
higher, equal or lower than softwood imported from other Equa Equa Equa
countries? 1/
Are non-tariff barriers on plywood from the United States, higher,
equal or lower than plywood imported from other countries? 1/ Equa Equa Equal
Are there market development programs for construction,
softwood or plywood imports funded by foreign governments? Yes No No
If yes, identify the following:
—Country(ties) Canada
—Form(s) of competition: Export subsidy, trade show, trade
servicing, permanent market representative (number), permanent Trade servicing
office (location), or other. 2/
Estimated annual market expansion outlay Total $1,305 Total $1,460 Total $1,635
($US million) by country. US. $ 940 U.S. $1,071 US $1221
Is the acceptability of U.S. style timber frame construction (i.e.
per building codes, mortgage availability, etc.) High, medium or Medium Medium Medium
low? 3/
Are consumer preferences for solid wood materials vis-a-vis non-
wood materialsin construction high, medium or low? 3/ Medium Medium Medium
From Post’ s experience, is the willingness of U.S. suppliersto
deliver products per importers’ specifications low, medium or High High High

high? 3/

If price quotes for construction and structural wood products are
available, identify the leading source(s)

Source: Mexican Chamber of the Construction Industry (CMIC), Consejo de laMadera (COMACO)

Rate of Exchange: MXP$ 8.9 and MXP$ 9.5 for 1998 and 1999 respectively.

Explanatory Notes:

UNCLASSFIED
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1/ Preferential tariffs to countries within NAFTA.

2/ If “other”, then explain in report text.

3/ The acceptability of U.S. style timber frame construction and customer preferences for solid wood
materials vis-a-vis non-wood construction materials, the general perception of this type/style of
construction and materialsis still influenced adversely by cultural factors. There has been a positive
change in consumer attitudesin exploring different construction techniques.

Construction starts figures broken down, by type, are recorded by CMIC, and only represent the

sector composed of their affiliated companies which amounts to 20 percent of the total activity within
the national construction industry. This means that the total figures may be as much as five times great
for assessing the actual market size.

Residential Starts figures according to various private real estate sources.
Estimated annual market expansion outlays for 1999 and projected figures for 2000 are based upon a

projected average annual growth rate (for construction building materials imports from the U.S.) of 14
percent for 1999 and for 2000.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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STRATEGIC INDICATORSTABLE: FURNITURE & INTERIORSMARKET

Country: Mexico Previous Current Followin

Report Y ear: 2000 Cadendar Year Cadendar Cdenda
1998 Year Year

1999 2000

Total Housing Starts (number of units) 309,282 361,860 NA

Total Number of Households. 193 M * NA NA

Furniture Production ($US million) 657.5 NA NA

Interiors Market Size ($US million) NA NA NA

Total Furniture Imports ($US million) 334 30.3 NA

Total Furniture Exports ($US million) 156.2 175.0 NA

Are tariffs on hardwood from the United States higher, equal or

lower than hardwood imported from other countries? 1/ Lower Lower L owe

Are non-tariff barriers on hardwood from the United states

higher, equa or lower than hardwood imported from other Lower Lower Low

countries? 1/

Are there market development programs for furniture or NO NO NO

interiors market expansion funded by foreign governments?

If yes, identify the following:

—Country(ties)

—Form(s) of competition: export subsidy, trade show, trade

servicing, permanent market representative (number),

permanent office (location), or other.

-Estimated annual market expansion outlay (3US million) by NA NA NA

country.

From Post’s experience, is the willingness of U.S. suppliers to

deliver products per importers specifications low, medium or High High NA

high?

If price quotes for furniture and interiors products are available, Private Private NA

identify the leading source(s). sector sector

Source: BANCOMEXT

Rate of Exchange: 1998 MXP 8.9, and 1999 MXP 9.5 per 1 USD.

Explanatory Notes:

1/ Imports of U.S. products benefit from the NAFTA accord.

UNCLASSFIED
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* Number of households from last census 1995.

STRATEGIC INDICATOR TABLE: MATERIAL HANDLING MARKET

Country: Mexico Previous Current Following

Report Year: 2000 Calendar Year | Calendar Year | Calendar Y ear
1998 1999 2000

Total Value of Industrial Output ($US million) 11.0 12.3 N.A.

New Pallet Production (million units) 0.4 0.5 N.A.

Are consumer preferences for solid wood pallets and

packaging materials vis-a-vis non-wood materials high, High High High

medium or low? 1/

Repaired/recycle pallets over new pallets low, medium jor

high? 1/ High High High
From Post’ s experience, isthe willingness of U.S. suppliers

to deliver product per importers’ specifications low, mgdiumHigh High High
or high? 1/

I dentify leading source(s) of price quotes:

Are there market development programs for the materipls
handling market expansion funded by foreign governments? No No No

If yes, identify the following:

—Which countries?

—Forms of competition: Export subsidy, trade show, trafle

servicing, permanent market representative (number), No No No
permanent office (location), or other. 2/

—Estimated annual market expansion outlay (3US millign) by N.A. N.A. N.A.
country

Source: National Statistics Institute (INEGI)
Rate of Exchange 1998 MXP $ 8.9 and 1999 MXP$ 9.5 per 1 USD.

Explanatory Notes:

1/ Consumer preferences for wood-based pallets, crates and other packaging devices have traditionally
been biased toward repaired/recycled and low cost material handling devices. However, thistrend has

been changing since the end of 1997 because of the industry’sincreasing need to provide a more cost
effective and protective means of handling products and materials.

UNCLASSFIED Foreign Agricultural ServicelUSDA
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STRATEGIC INDICATOR TABLE: FOREST PRODUCT TARIFFSAND TAXES
(per cent)

Country: Mexico
Report Year:
2000

Product
Description 1/

Current
Year
1999

Following
Year
2000

Other
Import
Taxes/Fees 2/

Tota
Cost of
Import

Export
Tax

4401

Fuel wood, in logs, in billets, in
twigs, in faggots or in similar
forms; wood in chips or
particles; sawdust and wood
waste and scrap, whether or
not agglomerated in logs,
briquettes, pellets or similar
forms.

4401.10.01

Fuel wood, in logs, in billets, in
twigs, in faggots or in similar
forms.

NA

NA

4401.21.01

Coniferous.

3.0

2.0

NA

NA

4401.22.01

Non coniferous.

NA

NA

U I

4401.30.01

Sawdust and wood waste and
scrap, whether or not
agglomerated in logs,
briquettes, pellets or similar
forms.

3.0

2.0

NA

NA

4403

\Wood in the rough, whether
or not stripped of bark or
sapwood, or roughly squared.

4403.10.01

Treated with paint, stain,
creosote or other
preservatives.

NA

NA

2

4403.20.99

Other, coniferous.

w
o

N
o

NA

NA

4403.41.01

Dark Red Meranti, Light Red
|[Meranti and Meranti Bakau.

NA

NA

4403.91.01

Of oak (Quercus spp.).

NA

NA

4403.92.01

Of beech (Fagus spp.).

R %

2Rl 2|

NA

NA

Y 1O I B

4404

Hoopwood; split poles; piles,
pickets and stakes of wood,
pointed but not sawn
lengthwise; wooden sticks,
roughly trimmed but not
turned, bent or otherwise
worked, suitable for the

UNCLASSFIED
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manufacture of walking-
sticks, umbrellas, tool
handlers or the like; chip
wood and the like
Current| Following Other Total
Country: Mexico [Product Year Year Import Cost of | Export
Report Year: Description 1/ 1999 2000 Taxes/Fees 2/ | Import | Tax
2000
4404.20.02 Non coniferous. EX EX NA NA NA
4404.20.03 Non coniferous. EX EX NA NA NA
4404.20.04 Non coniferous. EX EX NA NA NA
4404.20.99 Non coniferous. EX EX NA NA NA
4405 \Wood wool (excelsior); wood
flour.
4405.00.01 \Wood wool (excelsior); wood 4.5 3.0 NA NA EX
flour.
4405.00.02 \Wood wool (excelsior); wood 4.5 3.0 NA NA NA
flour.
4406 Railway or tramway sleepers
(cross-ties) of wood.
4406.10.01 Not impregnated. 4.5 3.0 NA NA EX
4407 \Wood sawn or chipped
lengthwise, sliced or peeled,
Wwhether or not planed, sanded
or finger-jointed, of a
thickness exceeding
4407.10.01 Coniferous. 3.0 2.0 NA NA EX
4407.10.02 Coniferous. 3.0 2.0 NA NA NA
4407.10.03 Coniferous. 3.0 2.0 NA NA NA
4407.10.99 Coniferous. 4.5 3.0 NA NA NA
4407.24.01 \VVirola, Mahogany (Swietenia 4.5 3.0 NA NA EX
spp.), Imbuia d Balsa.
4407.24.99 VVirola, Mahogany (Swietenia EX EX NA NA NA
spp.), Imbuia and Balsa.
4407.25.01 Dark Red Meranti, Light Red EX EX NA NA EX
[Meranti and Meranti Bakau.
4407.26.01 hite Lauan, White Meranti, EX EX NA NA EX
I:/Av/hite Seraya, Yelow
Meranti and Alan.
4407.91.01 Of oak (Quercus spp.). 4.5 3.0 NA NA EX
4407.92.01 Of beech (Fagus spp.). EX EX NA NA EX
4407.92.99 Of beech (Fagus spp.). EX EX NA NA NA
UNCLASSFIED Foreign Agricultural ServicelUSDA
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4408 \V eneer sheets and sheets for

plywood (whether or not

spliced) and other wood sawn

lengthwise, sliced or peeled,

whether or not planed, sanded

or finger-jointed, of a

thickness not exceeding 6

mm.

Current| Following Other Total

Country: Mexico [Product Year Year Import Cost of | Export
Report Year: Description 1/ 1999 2000 Taxes/Fees 2/ | Import | Tax
2000
4409 \Wood (including strips and

friezes for parquet flooring,

not assembled) continuously

shaped (tongued, grooved,

rebated, chambered, V-

 ointed, beaded, molded,

rounded or the like) along any

of its edges or faces, whether

or not planed, sanded or

finger-jointed.
4409.10.01 Coniferous. EX EX NA NA NA
4409.10.02 Coniferous EX EX NA NA NA
4409.10.99 Coniferous. EX EX NA NA EX
4409.20.01 Non coniferous. EX EX NA NA EX
4409.20.99 Non coniferous. EX EX NA NA NA
4410 Particle board and similar

board of wood or other

ligneous materials, whether or

not agglomerated with resins

or other organic binding

substances.
4410.11.01 \Wafer board, including 6.0 4.0 NA NA EX

oriented strand board.
4410.90.01 Of other ligneous materials. 4.5 3.0 NA NA EX
4410.90.02 Of other ligneous materials. 6.0 4.0 NA NA NA
4410.90.99 Of other ligneous materials. 6.0 4.0 NA NA NA
4411 Fiberboard of wood or other

ligneous materials, whether or

not bonded with resins or

other organic substances.
4411.11.01 Not mechanically worked or EX EX NA NA EX

surface covered.
4411.21.01 Not mechanically worked or EX EX NA NA EX

surface covered.
4411.31.01 Not mechanically worked or EX EX NA NA EX
UNCLASSFIED Foreign Agricultural ServicelUSDA
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surface covered.
4411.91.01 Not mechanically worked or EX EX NA NA EX
surface covered.
4412 Plywood, veneered panels
and similar laminated wood.
Current| Following Other Total
Country: Mexico [Product Year Year Import Cost of | Export
Report Year: Description 1/ 1999 2000 Taxes/Fees 2/ | Import | Tax
2000
4412.19.01 Other, with both outer plies of 45 3.0 NA NA EX
coniferous wood.
4412.19.02 Other, with both outer plies of 4.5 3.0 NA NA NA
coniferous wood.
4412.19.99 Other, with both outer plies of 6.0 4.0 NA NA NA
coniferous wood.
4412.22.01 \With at least one ply of 6.0 4.0 NA NA EX
tropical wood specified in
subheading note 1 to this
chapter.
4412.23.99 Other, containing at least one 4.5 3.0 NA NA EX
layer of particle board
4412.92.01 \With at least one ply of 6.0 4.0 NA NA EX
tropical wood specified in
subheading note 1 to this
chapter.
4412.93.99 Other, containing at least one 4.5 3.0 NA NA EX
layer of particle board.
4413 Densified wood, in blocks,
plates, strips or profile
shapes.
4413.00.01 Densified wood, in blocks, EX EX NA NA EX
plates, strips or profile
shapes.
4413.00.02 Densified wood, in blocks, EX EX NA NA NA
plates, strips or profile
shapes.
4413.00.99 Densified wood, in blocks, EX EX NA NA NA
plates, strips or profile
shapes.
4414 \Wooden frames for paintings,
photographs, mirrors or
similar objects.
4414.00.01 \Wooden frames for paintings, EX EX NA NA EX
UNCLASSFIED Foreign Agricultural ServicelUSDA
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photographs, mirrors or
similar objects.

4415

Packing cases, boxes, crates,
drums and similar packing, of
wood; cable-drums, of wood;
pallets, box-pallets and other
load boards, of wood; pallet
collars of wood.

4415.10.01

Cases, boxes, crates, drums
and similar packing; cable-
drums.

NA

NA

4415.20.01

Pallets, box-pallets and other
load boards; pallet collars

6.0

4.0

NA

NA

Country: Mexico

Report Year:
2000

Product
Description 1/

Current
Year
1999

Following
Year
2000

Other
Import
Taxes/Fees 2/

Tota
Cost of
Import

Export
Tax

4416.00.01

Casks, barrels, vats, tubs and
other coopers' products and
parts thereof, of wood,
including staves.

EX

EX

NA

NA

4416.00.02

Casks, barrels, vats, tubs and
other coopers' products and
parts thereof, of wood,
including staves

NA

NA

NA

4416.00.03

Casks, barrels, vats, tubs and
other coopers' products and
parts thereof, of wood,
including staves

NA

NA

NA

4416.00.04

Casks, barrels, vats, tubs and
other coopers' products and
parts thereof, of wood,
including staves

NA

NA

NA

4416.00.99

Casks, barrels, vats, tubs and
other coopers' products and
parts thereof, of wood,
including staves

NA

NA

NA

4417

Tools, tool bodies, tool
handles, broom or brush
bodies and handles, of wood;
boot or shoe lasts and trees,
of wood.

4417.00.01

Tools, tool bodies, tool
handles, broom or brush

bodies and handles, of wood;

NA

NA

UNCLASSFIED
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boot or shoe lasts and trees,
of wood.
4417.00.99 Tools, tool bodies, tool EX EX NA NA NA
handles, broom or brush
bodies and handles, of wood;
boot or shoe lasts and trees,
of wood.
4418 Builders joinery and
carpentry of wood, including
cellular wood panels and
assembled parquet panels;
shingles and shakes.
4418.10.01 \Windows, French-windows EX EX NA NA EX
and their frames.
Current| Following Other Total
Country: Mexico [Product Year Year Import Cost of | Export
Report Year: Description 1/ 1999 2000 Taxes/Fees 2/ | Import | Tax
2000
4418.50.01 Shingles and shakes. EX EX NA NA EX
4419 Tableware and kitchenware,
of wood.
4419.00.01 Tableware and kitchenware, EX EX NA NA EX
of wood.
4420 \Wood marquetry and inlaid
wood; caskets and cases for
jewelry or cutlery and similar
articles, of wood; statuettes
and other ornaments, of
wood; wooden articles of
furniture not falling within
chapter 94
4420.10.01 Statuettes and other EX EX NA NA EX
ornaments, of wood.
4421 Other articles of wood.
4421.10.01 Clothes hangers. 6.0 4.0 NA NA EX
Pre-fabricated NA NA NA NA NA
Houses,
a subsection
under chapter 96

Explanatory Notes:

UNCLASSFIED
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1/ Insert additional lines for Commodity tariff identification should tariffs vary within

2/ Formulato calculate the Customs Transaction Fee (“Derechos de Tramite Aduanero” or “DTA”):
DTA= (Vaue of Commodity) (.0008) Valued Added Tax (VAT)= (Value Commodity+DTA+Ad
Valorem Duty) (0.15). The importer must pay this fee upon the entry of any commaodity to Mexico,
including forest products.
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STRATEGIC INDICATOR TABLE: FOREST AREA (million hectares/million cum)
Country: Mexico Previous Current Following
Report Y ear: 2000 Calendar Year |Calendar Y ear | Calendar Y ear
1998 1999 2000
Total Land Area 196.7 196.7 196.7
Total Forest Area 141.7 141.7 141.7
--of which, Commercial 56.8 56.8 56.8
----of commercial, tropical hardwood 26.4 26.4 26.4
----0of commercial, temperate hardwood 16.8 16.8 16.8
----of commercial, softwood 13.6 13.6 13.6
--of forest area, non-commercial 84.9 84.9 84.9
Forest Type
--Of which, virgin NA NA NA
--Of which, plantation 0.21 0.25 NA
--Of which, other commercial (regrowth) 0.14 0.14 NA
Forest Ownership
--Nationally owned and no commercial accdss 9.1 9.1 9.1
--Nationally owned, commercial logging 7.1 7.1 7.1
permitted
--Other publicly owned land, no commercial NA NA NA
access
--Other publicly owned, logging permitted NA NA NA
--privately owned commercial forest NA NA NA
Total Volume of Standing Timber 2,803.49 2,803.49 2,803.49
--Of which, Commercial Timber NA NA NA
Annual Timber Removal 1/ 7.5 7.5 7.5
Annual Timber Growth Rate 35.1 35.1 35.1
Annual Allowable Cut 2.8 2.8 2.8

Source: The Secretariat for the Environment, Natural Resources and Fishing (SEMARNAP), based on
the National Forest Inventory, 1994.
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SECTION I11. NARRATIVE ON SUPPLY, DEMAND, POLICY &
MARKETING

Construction Sector Overview

TheMexican constructionindustry grew 11.0 percent during 1998. Thisfigureismorethandouble
Mexico’ sgrowthrateingrossdomestic product (GDP) whichwas5.0percent for that year. Thedemand
for newhomes, hospitals, schoals, officebuildings, hotel rooms, retail stores, and restaurantsisexpected
togrowat 11.0 percent during2000. ThehousingdeficitinMexicohasincreasedinthelastfewyears
duetoanincreasein population, anincreasein building costs, and adecreasein the purchas ng power of
end users.

Amongtheleading construction building material importsareprefabri cated wood products, such asdoors
and windows.

Market Size for Construction Building Materials
(USBillion Dollars)

1998 1999 Projected avg. annual growth
rate for the next two years (%)
Import market 1.4 15 12.0
Local production 8.5 9.4 5.0
Exports 3.6 4.0 14.0
Total market 6.3 6.9 2.2
Imports from U.S. 1.0 11 14.0
Exchangerate: 8.9 9.5 9.5
(Peso per U.S. dollar)f

Source: Secretariat of Commerce & Industry (SECOFI)

Following is an estimate of 280 construction companies and devel opers associated to the CMIC that
will participate in the construction of medium and upper-income homes during the next three years as
follows:

Y ear M edium-Income Homes Upper-Income Homes
(# of units) (# of units)

1998 13,640 8,866

1999 23,085 11,542
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2000 23,449 14,069
Source: SOFTEC (Real estate market analysts).

It should be mentioned that in the market for low-cost income homes, there are over 400 small and
medium constructors, 12,000 devel opers and 10 large construction groups.

Marketing

Mexico is a producer of softwoods. In the construction sector, softwood lumber traditionally is
preferred over hardwoods, whether temperate or tropical. More than 60 percent of the domestic
production of softwood lumber goes to concrete false work. Most of the time, this lumber is sold
rough, with poor uniformity in size and of low quality.

A significant increase in the demand for U.S. plywood has been reported by private sector sources.
This product is being substituted for domestic plywood, which currently is more expensive in Mexico
than U.S. imports.

Policy

U.S. wood products imported by the Mexican construction sector benefit from the lower import tariff
duties in accordance with the North American Free Trade Agreement (NAFTA). There are no
technical or regulatory restrictions in place in the country which constrain wood frame construction.
Building codes in Mexico are open to new technologies, if it can be demonstrated that they are as
effective as traditional masonry/concrete construction.

Trade

Wood products play an important part in construction in the form of timbers, posts, beams, and roof
beams. Domestic customer preferences for U.S. style timber frame construction material s have starte
to show a positive change of attitude towards different construction techniques and their benefits, such
reduced construction times and improved energy savings. However, large scale timber frame housing
construction is still experiencing some resistance from banks, insurance companies and devel opers dut
to the lack of understanding on their part of the quality of materials and their durability, as compared t
traditional masonry/concrete buildings. According to private sources, the wood products used which
should be in greatest demand for building over the next three years include pressed wood panels,
flooring material, lumber, plywood, wood windows and doors.

Furniture & Interiors Sector Overview

Traditionally, Mexico depends on imports of U.S. hardwoods to meet the domestic demand of its
furniture industry. Mexico'sinadequate infrastructure, poor distribution channels and poor forestry
practices have prevented the domestic Mexican industry of meeting market demand. According to the
Mexican Bank of Foreign Trade (BANCOMEXT), Mexico isthe 8" larger exporter of finished
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furniture to the United States.

Furniture Production in Mexico

1999

Classification Share
Metallic / Tubular 7.87%
Upholstered living rooms 11.87%
leather or fabrics
Solid wood * 23.37%
Bedrooms/ Dinning rooms
Particle board 10.12%
Bedrooms/ Dinning rooms
Forged lron 5.25%
Office/ Home office 7.28%
Rustic * 15.12%
Decorative items 15.87%
Other ** 3.25%
Total 100.00%

Source: American Hardwoods Export Council’ s research among the most representative furniture
manufacturers and records of the latest furniture-related trade shows in Mexico.

* In the category “solid wood furniture”, rustic furnitureisincluded. Rustic style furniture is made out
softwoods and according to different furniture manufacturers, rustic style furniture represents 50 perc:
of the “solid wood furniture” production.

** “Other” includes the manufacture of Kitchen cabinet, chairs, entertainment centers, etc. The
nursery furniture and bed manufacturers were included in the “Bedroom / Dinning room” according to
the species used.

Marketing

The U.S. species most commonly used by the Mexican industry for solid hardwood furniture
production are red oak, white oak, hard maple, poplar and ash. Mahogany remains the main

competitor for U.S. hardwoods in furniture production. According to furniture manufacturers who
were interviewed by the American Hardwood Export Council’s (AHEC) representative in Mexico, 95
percent of lumber imports to Mexico are sourced from the United States. Currently, these furniture
manufacturers uses 50 percent imported lumber, mostly oak with the remainder sourced from domesti
tropical species and domestic softwoods.

In addition to price constraints, many Mexican importers are not able to import U.S. hardwoods in
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large quantities but instead place orders of one truckload or less because they lack sufficient cash flow
and credit sources. Thismakesit difficult for the U.S. exporter to ship in a cost efficient manner and t
subsequently sell their products at a competitive price. In spite of these constraints, Mexico showed &
10.6 percent increase in 1998 as compared to 1997 in U.S. hardwood products imports.

Material Handling I ndustry Overview

TheU.S. structural woodpanel industryistheleader insupplying structural wood panel sto Mexico.
Although consderableinroadshavebeen achieved by theU.S. structural wood panel industry over thelast
years, alargepart of thismarket remai nsuntapped. The M aguiladoraindustry hasturned Tijuanaintothe
world capital for manufacturingtelevisions. Electronicsisoneof thesectorswithahighexport turn-out.
M exico al so has asizableagricultural, chemical and other processed and non-processed product sectors
whichall requireheavy-duty packaging materid for their respectiveexports. Inthismarket, bothstructural

softwood plywood and oriented strand board (OSB) have opportunities. Becauseof itslow price, OSB

has a definite advantage in the manufacturing of non-returnable pallets and crates.

Thereisanincreasing segment of theindustry which usespal letsand containers. Thosemanufacturersthat
areexportingareinterestedinthecheapest packingthat they can buy, asthey will never seethat packing
againandcarelittleabout the quality, but caremuch about theprice. Thissegmentissuppliedby the
domestic softwood lumber industry. Currently, thereisasmall market segment of theexportindustry
utilizingthese* non-returnable’ pall etsand crates, whicharemanufactured withacover of either plywood
or (OSB). Exportersof e ectroniccomponents, chemical compounds, automotiveparts, etc. tendtoensure
the qual ity and safety of their exportsby using good quality and resi stant packing material. Thismarket
segment is likely to expand and become a niche for U.S. suppliers.

Inthecaseof theindustry investing further into captivehandling systems(cement, beer, soft drinks, food
canners, frozen productsprocessors), whereby astructural panel-decked pall et can bereused many times
over alongperiodof timeat minimal mai ntenance cogt, palletsmanufactured with either wood based
structural plywoodor OSB coul dfind apromising market niche. Therehasbeenasignificant penetration
of reusabl epanel -deckedpal letsintheindustria market. Rather than decreasing, thevolumeof ructura

panel-deckedplywoodand OSB panel simportedinto Mexico, which areusedinthemanufacturing of
long-lasting captive materials handling systems (pallets and agr. bins), tends to be growing.

Marketing

Therearesignificant market opportunitiesduetotheflexibility of thecustommadepallet designtohandle
any kind of product, regardlessof theproduct form, natureor presentation (boxes, drums, sacks, bundles,
bulk, etc.). Supermarketsandlargedistribution centerslikethecentral marketsandtheagricultural
community, constituteattractiveandlargemarket opportunities. Also, government warehousesfor feed
grainsand basi cconsumptionitemslike Conasupo offer agrowing opportunity for thepanel -decked type
materials handling device.

Policy
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Wboden palletsclassified under HTSImport Tariff Number 4415.20.01 aresubject toa4.0 percentimport
duty, M exico subjectsthesegoods to sanitary regulations, such astheNOM-014-RECNAT-1997,a
sanitary standard regulation for the import of used pallets, crates and other wood packing material.

Trade

The primary areaof consumption continuesto beal ongtheborder. Areasthat arefurther away fromthe
border tendto have higher pricesfor U.S. productsduetothehigh cost of domesticfreight. Themain
constraintsarethelack of familiarity withthepanel lifecycle-cost, coupledwiththetraditionally used
disposableboardlumber palet. Phytosanitary restrictionsfor incoming greenlumber intoMexicocanbe
readily avoided by having the Mexican authorities fumigate the load at the border at aminimal cost.
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