US DA Foreign Agricultural Service

— GAIN Report
- Globa Agriculture Information Network

Required Report - public distribution Date: 12/5/2000
GAIN Report #CA0187

Canada

Solid Wood Products
Annual

2000

Approved by:

Norval E. Francis, Jr.
U.S. Embassy

Prepared by:

Matthew A. Cahoon

Report Highlights:

Canada s economy continues to grow but softwood lumber production has not shown the same
growth. Production of softwood lumber in 2000 is expected to increase by less than 1% based
on nine months of available data from Statistics Canada. Sawmill workers strikes in British
Columbia during the summer were not pogtive on Canadian production. An oversupply of
sawn softwood in the North American market is aso causing many mills across the country to
extend downtime, reigning in Canadian production levels for 2000.

Includes PSD changes: Yes
Includes Trade Matrix: Yes
Annual Report

Ottawa [CA1], CA



GAIN Report #CA0187 Page 1 of 59

TABLE OF CONTENTS

Section 1. Introduction- CanadianForests .......... ... Page 3 of 57
Section 2. Production . ... . Page 3 of 57
2.1 Softwood Logs Situation/Outlook ... ... Page 3 of 57
Table 1: Supply and Digtribution - Softwood Logs ................ Page 4 of 57
2.2 Softwood Lumber Stuation/Outlook . ................ ... Page4 of 57
Table 2: Supply and Digribution - Softwood Lumber .............. Page 5 of 57
2.3 Softwood Plywood Situation/Outlook ... ... Page5of 57
Table 3: Supply and Digribution Softwood Plywood . .. ............ Page 6 of 57
2.4 Hardwood Logs Situation/Outlook . ............ .. ... o, Page 6 of 57
Table 4: Supply and Didtribution Hardwood Logs . ............... Page 7 of 57
Table5: Supply and Didribution Hardwood Lumber .............. Page 7 of 57
2.5 Hardwood Lumber Situation/Outlook . ........................... Page 8 of 57
2.6 Hardwood Plywood Situation/Outlook .. ............. ... ... ...... Page 8 of 57
Table 6: Supply and Digtribution Hardwood Plywood .. ............ Page 8 of 57
2.7 Oriented Strandboard Situation/Outlook .. .......... .. ... ... ...... Page 8 of 57
Table 7: Supply and Didtribution Oriented Strandboard . ... ......... Page 9 of 57
Section 3. Trade . ... Page 9 of 57
31 Overview/Outlook . ... Page 9 of 57
32 TradeMariCes . . ... Page 10 of 57
Table 8: Softwood Lumber Imports .......................... Page 10 of 57
Table 9: Softwood Lumber Exports . ... Page 11 of 57
Table 10: Share of Softwood Lumber Exports by Mgor Market . . . . . Page 12 of 57
Table 11: Softwood LogImports . ... Page 13 of 57
Table12: Softwood LogEXports ..., Page 14 of 57
Table 13: Temperate Hardwood Lumber Imports ... ............. Page 15 of 57
Table 14: Temperate Hardwood Lumber Exports . .. ............. Page 16 of 57
Table 15: Temperate Hardwood Log Imports . .. ................ Page 17 of 57
Table 16: Temperate Hardwood Log Exports . ... ............... Page 18 of 57
Table 17: Temperate Hardwood Veneer Imports . ............... Page 19 of 57
Table 18: Temperate Hardwood Veneer Exports ................ Page 20 of 57
Table 19: Softwood Plywood Imports ... .......... ... ... .. ... Page 21 of 57
Table 20: Softwood Plywood Exports ........................ Page 22 of 57
Table 21: Hardwood Plywood Imports. .. ...t Page 23 of 57
Table 22: Hardwood Plywood Exports. . ...................... Page 24 of 57
Table 23: Oriented Stranboard Imports .. ..................... Page 24 of 57
Table 24: Oriented Stranboard Exports . ...................... Page 25 of 57

Table 25: Imports of Beams, Arches, Prefabricated Partitions & Members
............................................... Page 26 of 57

Table 26: Exports of Beams, Arches, Prefabricated Partitions & Members
............................................... Page 27 of 57

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #CA0187 Page 2 of

59

SeCtioN 4: POlICY ..o Page 27 of
41 Annud AllowableCut . ... Page 27 of
Table27: Allowable Annud Cut ... .............. ..., Page 28 of
4.2 The State of Canadal sForests1999-2000 .. .............ccvvnnn.. Page 28 of
43 TradePolicyand Industry News . . .. ... Page 32 of
Section 5: EXport Promotion. . ... ... Page 39 of
5.1 Export CorporationUpdate . .......... ...t Page 39 of
5.2 Program for Export Market Development . ....................... Page 40 of
Section 6: Market Segment AnalySIS . ... oo Page 41 of
6.1 CoNSIrUCiON SECOr . . . .. v vt et Page 41 of
6.2 Prefabricated Housing Sector .. ... Page 43 of
Table 28 : Top 20 Export Marketsin the US, First Quarter 2000 . ... Page44 of
6.3 KitchenCabinetsSector ........... ... i, Page 45 of
Table 29: Top 15 Export Markets for Kitchen Cabinetsin the US (in $millions)
............................................... Page 47 of
6.4 Windowsand DOOrSSector . ...t Page 48 of
6.5 Marketsfor Certified Wood Products . ......................... Page 49 of
Section 7: StrategicIndicator Tables ... Page 51 of
TAIMaket Segments . .. ..ot Page 51 of
A. Congtruction SECLOr . ... ..ot Page 51 of
B. FUMNItUre SECIOr . ... .o Page 51 of
C. Materid HandlingIndustry . ................ ...t Page 52 of
7.2 FOrESt AIGa . . . .ot Page 53 of
7.3 SolidWood SUbSIdIES . ... ..o Page 54 of
TA TaiffS& TaXeS . . oo e Page 55 of
For more information, pleasevidt theseWeb Links: .......................... Page 56 of
FindUsontheWorldWideWeb . .. ... Page 56 of

57
57
57
57
57

57
57
57

57
57
57
57
57

57
57
57

57
57
57
57
57
57
57
57

57

57

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #CA0187 Page 3 of 59

Section 1. Introduction - Canadian Forests

Unless stated otherwise, please note that dl vaues are in Canadian dollars.  According to Natura
Resources Canada, the totd area of Canadais 927 million hectares, of which 921.5 million hectaresis
land. About haf of theland mass (417.6 million hectares) is

covered by forest and of this, gpproximately 57% (234.5 million hectares) is consdered commercid
forest, cgpable of producing timber dong with avariety of other benefits, including maple products,
Christmas trees and specidty craft products. Not al of this commercia forest, however, is currently
access ble and managed for timber production. Of the tota Canadian land area south of the northern
tree line (gpproximately 45° latitude), well over 80 percent is forested.

Under the Canadian Condtitution, the provinces have responsibility for forest management. Mot of
Canadds forests (94%) are publicly owned; provincia governments are responsible for managing 71%
and the federal and territorid governments manage 23%. The remaining 6% are the private property of
more than 425 000 landowners, including individuas, families, corporations and communities. Fully
80% of privately owned forest land is located east of Manitoba, most of it in the Maritime provinces.

Each province hasits own legidation, regulations, standards and programs through which

it alocates public forest harvesting rights and corresponding management respongbilities. Inthe
Northwest Territories and the Nunavut Territory, the responsibility for resource management,

including that of forests, has been transferred from the federa government to the territoria governments.
A dmilar trandfer is being negotiated with the Y ukon Territory.

Annudly, Canada harvests roughly 0.4% of its productive forest area, an equivaent of approximately
73% of the annud dlowable cut whilefire or insect outbresks annudly affect gpproximately 0.5% of
Canada sforests. Asaresult of these mgjor disturbances, most of Canada’s forests grow in even-aged
stands.

Some of Canadd's forests are protected from harvesting by legidation and palicies, for example, forests
located on sengitive Sites, such as those close to streams or on steep dopes. Other forests are
protected by legidation as part of Canadas commitment to preserve a network of areas that are
representative of our land and fresh water. In 1995, gpproximately 7.6% (roughly 32 million hectares)
of Canadas forest land was protected by legidation, in addition to the forests protected by provincia
policies and operationd guideines. Since that time, many provinces have increased their number of
protected aress.

Section 2. Production

2.1 Softwood L ogs Situation/Outlook

Using historical softwood log production data from the Natural Resources Canada National Forestry
Database Program, Canadian Council of Forest Minigters, and historica softwood lumber production
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from Statistics Canada alumber/log ratio was applied to the 1999 Statistics Canada softwood lumber
production data to infer 1999 softwood log production. Production in 1999 is 165,984,000 m?3, 6%
higher than 1998 production levels. Post estimates that there will be virtualy no change in softwood log
production for 2000, but forecasts a dight increase in production for 2001. Based on eight months of
trade data, imports for 2000 are expected to be about 3% higher than 1999 imports, while imports for
2001 are forecast to be 10% lower relative to 1999 levels due to increased 2001 production.

Table 1. Supply and Digribution - Softwood L ogs

[PsD Table |
|Country hanada
ICommodity Fsoftwood Logs 1000 CUBIC
IMETERS
Revised 1999] Preimin. 2000] Forecast 2001
Old New Old New Old New
Market Y ear Begin 01/1999 01/2000 01/2001

|Production 115,000] 165,984 0| 166,000 0] 167,000
Imports 4,000 4,460 0 4,600 0 4,000
TOTAL SUPPLY 119,000] 170,444 0| 170,600 0] 171,000
|[Exports 1,200 1,908 0 2,600 0 3,000
[Domestic Consumption 117,800 168,536 0] 168,000 0] 168,000
TOTAL DISTRIBUTION 119,000] 170,444 0] 170,600 0] 171,000

2.2 Softwood Lumber Situation/Outlook

According to the first eight months of available production data from Statistics Canada for 2000, post
extrgpolates that softwood lumber production will total 68.7 million m3, representing an increase of less
than 1% above 1999 levels. For 2001, post forecasts an increase in production to 69.0 million m3. On
the trade side, imports for 1999 have been revised dightly downward by about 3% to 742,000 ¥,
while exports have been revised dighly upwards by about 1% to 48.3 million m2. Using eight months of
trade data available from Statistics Canada for 2000, post extrapolates that imports will increase dightly
by 1% to 750,000 m3, while exports are expected to increase by about 2% to 49.1 million m3. For
2001, post forecasts that imports will be down by 20% relative to 2000 levels to 600,000 m? due to
increased production, while exports are forecast to be virtualy unchanged at 49.0 million ms.
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Table 2: Supply and Digtribution - Softwood Lumber

|PsD Table |
|Country hanada
ICommodity Fsoftwood Lumber 1000 CUBIC
IMETERS
Revised 1999] Preimin. 2000| Forecast 2001
Old New Old New Old New
Market Year Begin 01/1999 01/2000 01/2001

|Production ] 59,000 68,235] 71,700 68,700 0] 69,000
Imports 600 742 700 750 0 600
TOTAL SUPPLY 59,600 68,977 72,400 69,450 0 69,600
|[Exports 45,000 48,381 48,611 49,100 0 49,000
[Domestic Consumption 14,600 20,596 23,789 20,350 0 20,600
TOTAL DISTRIBUTION 59,600 68,977 72,400 69,450 0 69,600

2.3 Softwood Plywood Situation/Outlook

According to Statistics Canada, softwood plywood production for 1999 was 1,736,000 m3. Using
eight months of Statistics Canada plywood production figures for 2000, softwood plywood production
is expected to be 1,850,000 m3, about 7% above 1999 production levels. For 2001, post forecasts
that production will fal by less than 3% to 1,800,000 n.
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Table 3: Supply and Digtribution Softwood Plywood

|PsD Table |
|Country k:anada
Icommodity Fsoftwood Plywood 1000 CUBIC
IMETERS
Revised 1999| Preimin. 2000| Forecast 2001
Old New Old New Old New
Market Y ear Begin 01/1999 01/2000 01/2001

[Production ] 1600] 1,736 o] 1850 0 1,800
Imports 125 133 0 130 0 130
TOTAL SUPPLY 1,725] 1,869 o] 1,980 0 1,930
|Exports 375 556 0 500 0 500
[Domestic Consumption 1,350] 1,313 o] 1480 0 1,430
TOTAL DISTRIBUTION 1,725 1,869 o] 1,980 0 1,930

2.4 Hardwood L ogs Situation/Outlook

Using historical hardwood log production data from the Natural Resources Canada Nationa Forestry
Database Program, Canadian Council of Forest Ministers, and historical hardwood lumber production
from Statistics Canada a lumber/log ratio was applied to the 1999 Statistics Canada hardwood lumber
production data to infer 1999 hardwood log production. Hardwood log production in 1999 is
estimated to be 29.7 million me. Post estimates that there will be a dight decreasein production in
hardwood log production for 2000 relative to 1999 levels, but forecasts an increase in production for
2001. Based on eight months of trade data for 2000, imports are expected to be about 6% higher than
1999 imports, while imports for 2001 are forecast to be lower relative to 1999 levels due to increased
production.
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Table4: Supply and Digtribution Hardwood L ogs

|PsD Table
|Country Canada
Icommodity Temperate Hardwood Logs 1000 CUBIC
IMETERS
Revised 1999] Prdimin. 2000] Forecast 2001
Old New Old New Old New
Market Year Begin 01/1999 01/2000 01/2001
[Production ] 4,300] 29,695 0] 29,000 0 30,000
Imports 1,300 1,739 0 1,850 0 1,400
TOTAL SUPPLY 5600] 31,434 0] 30,850 0 31,400
|[Exports 300 282 0 300 0 400
[Domestic Consumption 5300] 31,152 0] 30,550 0 31,000
TOTAL DISTRIBUTION 5600] 31,434 0] 30,850 0 31,400
Table5: Supply and Disgtribution Hardwood L umber
[PsD Taple
|Country Canada
ICommodity Temperate Hardwood Lumber 1000 CUBIC
IMETERS
Revised 1999] Prdimin. 2000] Forecast 2001
Old New Old New Old New
Market Year Begin 01/1999 01/2000 01/2001

[Production 1,000 1,051 1,200 960 0 1,100
Imports 900 1,054 1,100 1,150 0 1,000
TOTAL SUPPLY 1,900 2,105 2,300 2,110 0 2,100
[Exports 1,225 1,339 1,500 1,450 0 1,400
[Domestic Consumption 675 766 800 660 0 700
TOTAL DISTRIBUTION 1,900 2,105 2,300 2,110 0 2,100
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2.5 Hardwood Lumber Situation/Outlook

Based on eight months of Statistics Canada production data for 2000, production is extrapolated to be
960,000 m3, about 9% lower than 1999 levels. Production for 2001 is forecast to increase by about
15% due to anticipated increases in hardwood log production.

2.6 Hardwood Plywood Situation/Outlook

Based on eight months of production data from Statistics Canada for 2000, production is extrapolated

to increase by around 3% over 1999 levelsto 198,000 m3.

Table 6: Supply and Distribution Hardwood Plywood

|PsD Table |
|Country hanada
ICommodity Hardwood Plywood 1000 CUBIC
IMETERS
Revised 1999| Preimin. 2000| Forecast 2001
Old New Old New Old New
Market Y ear Begin 01/1999 01/2000 01/2001

[Production 145 193 0 198 0 200
Imports 85 77 0 117 0 120
TOTAL SUPPLY 230 270 0 315 0 320
|Exports 220 257 0 295 0 300
[Domestic Consumption 10 13 0 20 0 20
TOTAL DISTRIBUTION 230 270 0 315 0 320

2.7 Oriented Strandboard Situation/Outlook

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Oriented strandboard (OSB) production for 1999 is 7,694,000 m3. Based on eight months of
production data from Statistics Canada for 2000, OSB production is estimated to be 7,750,000 mé, an
increase of just under 1%. For 2001, post forecasts production to increase dightly.

Table 7: Supply and Distribution Oriented Strandboard

[PsD Table
|Country: Canada
|Commoxity: Oriented Strandboard
|Hs: 4410.11.00
[Units 000 3

1999 2000 2001

|Revised |Prdimin. Forecast

|Production 7,694 7,750 7,800
Imports 124 130 140
TOTAL SUPPLY 7,818 7,880 7,940
|Exports 6,727 6,900 6,900
[Domestic Consumption 1,091 980 1,040
TOTAL DISTRIBUTION 7,818 7,880 7,940
Section 3. Trade

3.1 Overview/Outlook

Asin the two previous years, the United Statesin 2000 continues to be the top source of Canadian
forest products imports and the top destination for forest products exports. Using the available trade
data from Statistics Canada (January through August), total softwood lumber imports into Canadain
2000 are dightly below 1999 levels, but the US still has 85% of the Canadian import market.
Canadian exports of softwood lumber to the US are up in 2000 by 2%, accounting for 88% of all
Canadian exports. The US remains the sole source of softwood logs for Canadian imports, with
importsin 2000 increasing by 5% over 1999 levels for the same time period. Softwood log exports to
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the world are up 45% in 2000 above 1999 levesfor the same time period. For the first eight months
of 1999, the US accounted for 57% of Canadian softwood log exports, but over the same time period
in 2000, exports have nearly doubled and the US now accounts for 72% of total softwood log exports.
Exports of softwood logs to Japan, Canadd s next largest destination, are down by 6% in 2000 relative
to 1999 levels.

The US continues to be practically the only source for Canadian hardwood log imports, with nearly
100% of the Canadian import market. According to the eight months of trade data available from
Statistics Canada, exports of hardwood logs to the world and to the US in 2000 are up 20% and 28%,
respectively, over of 1999 levels. The US now accounts for 83% of tota Canadian hardwood log
exports, up from 77% in 1999. For hardwood veneer in 2000, Canadian imports are up by 20% over
1999 levels for the same time period, and the US isthe top supplier. Asimports from the US rose
proportionately, the US continued to supply 89% of the Canadian import market.

For softwood plywood, exports to date in 2000 are 8% |lower than for the same period in 1999, but
exports to the US are only down by 3%. Imports of hardwood plywood for the first eight months of
2000 are up 48% above 1999 levels over the same time period, but imports from the US are actudly
down by 2% with the end result that the US has lost market share, dropping to just 43% in 2000 from
65% in 1999.

Looking at the value of tradein beams, arches, prefabricated partitions and members, total imports are
relatively unchanged in 2000 year to date from 1999 leves, but imports from the US are down nearly
3%, reducing US market share in Canada from 98% in 1999 to 96% in 2000.

On exports, totad Canadian exports decreased 29% over the first eight months of 2000 relative to the
same time period in 1999, with exports to the US dropping by more than 30%. The US now accounts
for 95% of dl Canadian exportsin 2000, down from 97% in 1999.

3.2 TradeMatrices

Table 8. Softwood Lumber Imports

|Canadian Softwood Lumber Imports
1998-1999 Calendar Y ears;, 2000Ddata is Jan. - Aug.
|% Change for 2000 Exportsto Date to Mgor Desti nations
|Units '000m?
|HS=4407.10
8 mos. 8 mos. % Change

1998 1999 1999 2000 '00 over '99 |
-- The World -- 618 742 517 503 -2.7%
[United States 591 647 453 429 -5.3%
IBrazil 3 3 2 10 425.2%
UNCLASSFIED Foreign Agricultural ServicelUSDA
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INew Zedland 1 1 1 2 249.4%
chile 2 5 4 1 -65.7%
[Uruguay 0 1 0 1| 2120%
[others 22 85 57 60 5.1%
Source: World Trade Atlas - Statigtics Canada
Table 9: Softwood Lumber Exports
|canadian Softwood Lumber Exports
1998-1999 Cadendar Y ears; 2000 Datais Jan. - Aug.
[% change for 2000 Exports to Date to Mg or Destinations
|Units '600m3
|Hs=4407.10
8 mos. 8 mos. % Change

1998 1999 1999 2000 '00 over '99
.- The World -- 47,182 48,381 32,039 32,769 2.3%
|United States 42,147 42,651 28,390 28,867 1.7%
Japan 3,923 4,463 2,814 2,919 3.7%
[United Kingdom 195 212 145 146 0.4%
Tawan 161 196 138 160 16.0%
Augralia 153 191 116 183 57.2%
Saudi Arabia 110 99 71 54 -23.7%
|Hong Kong 43 97 54 61 13.1%
[Begium 86 95 61 73 18.3%
taly 70 88 59 53 29.6%
|Germany 58 44 29 33 13.9%
INetherlands 36 31 19 36 84.5%
|china 21 24 14 33 130.5%
[Others 179 191 128 152 18.9%
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Source: World Trade Atlas - Statistics Canada

Table 10: Share of Softwood Lumber Exportsby Major Market

Canada: Share of Softwood Lumber Exports by Maor Market
Year u.sS Japan U.K. Other
1995 83% 13% 1% 3%
1996 84% 13% 1% 2%
1997 85% 11% 1% 3%
1998 89% 8% - 2%
1999 88% 9% - 3%

Jan. - Aug. 2000 88% 9% - 3%

Source: Derived from World Trade Atlas data
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Table 11: Softwood L og Imports

|Canadian Softwood Log Imports

1998-1999 Calendar Y ears; 2000 Datais Jan. - Aug_j.

[% Change for 2000 Y ear to Date Comparisons

|Units '000m?
|HS=4403.20*
8 mos. 8 mos. % Change
1998 1999 1999 2000 '00 over '99
\World 4,702 4,460 2,911 3,055 5.0%
United States 4,647 4,459 2,910 3,052 4.9%
Chile 0 0 0 2 100.0%
Others 55 1 1 1 21.6%
[ except for fence posts, telegraphic poles, etc.
Source: Canadian Trade Andyzer - Statigtics Canada
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Table 12: Softwood L og Exports

|Canadian Softwood Log Exports
1998-1999 Cdendar Y ears; 2000 Datais Jan. - Aug.
[% Change for 2000 Y ear to Date Comparisons
[Units ‘000me

[HS=see list below

8 mos. 8 mos. % Change_
1998 1999 1999 2000 '00 over '99

\World 1,165 1,908 1,182 1,713 45.0%
United States 737 1,139 678 1,234 82.1%
Japan 422 758 495 -6.4%
Korea, South 57.6%
Tawan 139.0%
India 100.0%
Germany -51.0%
United Kingdom 45.3%
Cuba ~100.0%
Itay
Others

I
g

(@] L= L=l [=] [=] [=] =2 LS
(o] (=] (=] I3 =i (=1 E-X ()
(@] (=] (=] [=] |1 [=] [©*] 9
(@] (=] (=] [=] [=] | =1 [2] K

|HS Codes:

4403.20.31
4403.20.39
4403.20.40
4403.20.50
4403.20.61
4403.20.62
4403.20.70
4403.20.80
4403.20.90
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Table 13: Temperate Hardwood Lumber Imports

|Canadian Hardwood Lumber Imports
1998-1999 Calendar Y ears; 2000 Datais Jan. - Aug.
[% Change for 2000 Y ear to Date Comparisons

|Units '000m?
[HS=4407.91: 4407.92: 4407.99
8 mos. 8 mos. % Change
1998 1999 1999 2000 '00 over '99
\World 941 1,054 711 766 7.7%
United States 925 1,043 703 757 7.7%
Brazil 6 6 4 5 38.9%
Garmany 1 1 1 1 12.1%
Russa 0 0 0 1 160.0%
Indonesia 0 0 0 0 54.9%
Cote-d'lvoire 2 1 1 0 -54.0%
Others 6 4 3 3 -22.7%
Source: Canadian Trade Analyzer - Statistics Canada
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Table 14: Temperate Hardwood Lumber Exports

|Canadian Hardwood Lumber Exports

1998-1999 Calendar Y ears, 2000 Data is Jan. - Aug.

[% Change for 2000 Y ear to Date Comparisons ]

|Units '000m?

|HS=4407.91; 4407.92; 4407.99

8 mos. 8 mos. % Change
1998 1999 1999 2000 '00 over '99

\World 1,178 1,339 888 966 8.8%
United States 920 1,098 728 808 11.0%
Garmany 43 40 28 26 -8.2%
United Kingdom 36 34 21 19 -8.5%
France 22 19 11 11 1.1%
Ity 15 15 10 10 -5.5%
Spain 18 15 11 9 -11.1%
Japan 10 13 9 9 3.1%
Netherlands 13 10 6 7 12.6%
Sweden 12 9 6 6 -3.6%
Tawan 9 8 5 5 12.1%
Irdland 3 5 3 5 40.8%
Others 78 73 48 49 2.0%

Source: Canadian Trade Andyzer - Statistics Canada
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Table 15: Temperate Hardwood L og | mports

|Canadian Hardwood Log Imports

1998-1999 Calendar Y ears; 2000 Datais Jan. - Aug_j.

[% Change for 2000 Y ear to Date Comparisons

|Units '000m?

[HS=4403.91: 4403.92: 4403.99

8 mos. 8 mos. % Change
1998 1999 1999 2000 '00 over '99
\World 1,540 1,739 1,190 1,233 3.7%
United States 1,539 1,737 1,189 1,232 3.7%
Ity 0 0 0 0 -
Others 1 2 1 1 -

Source.  Canadian Trade Andyzer - Statistics Canada
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Table 16: Temperate Hardwood L og Exports

|Canadian Hardwood Log Exports

1998-1999 Calendar Y ears, 2000 Data is Jan. - Aug.

[% Change for 2000 Y ear to Date Comparisons ]

|Units '000m?

[HS=see list below

8 mos. 8 mos. % Change
1998 1999 1999 2000 ‘00 over '99

\World 292 282 164 196 19.6%
United States 230 230 127 163 28.2%
Mdaysa 5 3 2 6 142.0%
Portugal 15 20 15 5 -63.3%
Tawan 2 1 1 3 343.5%
Ity 3 3 2 3 32.0%
France 8 6 5 3 -43.3%
China, P. Rep. 0 1 0 2 3225.4%
Switzerland 0 0 0 2 5475.9%
India 1 3 1 2 31.7%
Hong Kong 7 1 1 1 142.4%
Spain 0 1 1 1 -2.4%
Germany 2 4 2 1 -35.1%
Saudi Arabia 0 2 2 1 -47.9%
Japan 15 1 1 1 -37.1%
Others 4 6 4 2 -43.0%

|HS Codes:

4403.91.00

4403.92.00

4403.99.11

4403.99.19

4403.99.20

4403.99.30

4403.99.40
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4403.99.90 |

Source. Canadian Trade Analyzer - Statistics Canada

Table 17: Temperate Hardwood Veneer Imports

|Canadian Hardwood Veneer Imports

1998-1999 Calendar Y ears, 2000 Datais Jan. - Aug.

[% Change for 2000 Y ear to Date Comparisons

|Units '000m?

|HS=4408.90

8 mos. 8 mos. % Change
1998 1999 1999 2000 '00 over '99

\World 75,260 88,626 54,843 65,871 20.1%
United States 65,378 80,436 49,278 58,707 19.1%
Germany 548 1,752 976 2,734 180.3%
Ity 4,042 2,449 1,729 1,832 5.9%
Cote-d'Ivoire 127 566 447 318 -28.9%
Switzerland 706 297 199 298 49.5%
Brazl 437 404 309 283 -8.2%
Ghana 545 434 303 250 -17.6%
Irdand 475 497 369 159 -56.8%
Denmark 26 88 10 136 1316.7%
China, P. Rep. 139 36 26 126 392.3%
Finland 196 355 275 116 -58.0%
Hungary 1 50 33 99 204.2%
United Kingdom 1,037 47 31 86|  180.3%
South Africa 398 240 175 75 -57.5%
France 499 178 140 61 -56.8%
Others 707 797 543 591 8.8%

Source: Canadian Trade Analyzer - Statistics Canada
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Table 18: Temperate Hardwood Veneer Exports

|Canadian Hardwood Veneer Exports

1998-1999 Cdendar Y ears; 2000 Datais Jan. - Aug.

[% Change for 2000 Y ear to Date Comparisons

[Units ‘000n
|HS=4408.90
8 mos. 8 mos. % Change |
1998 1999 1999 2000 '00 over '99
\World 147,810 154,490 107,157 110,194 2.8%
United States 121,722 133,348 92,328 97,083 5.1%
Hong Kong 1,538 2,842 1,929 2,226 15.4%
Germany 5212 3,109 2,093 1,501 224.0%
Denmark 1,226 1,330 844 1,408 66.8%
Itay 2,127 1,946 1,301 1,308 0.5%
Portugal 991 913 410 068 136.1%
Korez;, South 0 274 179 526 193.6%
Bdgium 984 466 244 494 102.4%
sz; n 2,423 972 785 424 -46.0%
Sweden 1,160 1,260 1,022 392 -61.7%
Japan 707 357 206 381 85.0%
Mdaysa 173 530 439 344 -21.5%
United Kingdom 1,136 758 570 263 -53.8%
France ) 379 104 26 257 895.6%
Chile 824 278 166 195 17.5%
Brazil 56 49 49 186 277.4%
China, P. Rep. 498 1 413 157 -62.1%
Others 6,653 5414 4,152 1,991 -52.0%
Source: Canadian Trade Analyzer - Statistics Canada
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Table 19: Softwood Plywood Imports

|Canadian Softwood Plywood Imports
1998-2000 Calendar Y ears, 2000 datais Jan-Aug
[% Change for 2000 Y ear to Date for Comparison-
|Units '000m?®
|HS: 441219
8 mos. 8 mos. % Change
1998 1999 1999 2000 '00 over '99
\World 108.4 132.5 91.3 87.4 -4.3%
United States 107.1 126.6 87.3 85.5 -2.1%
Mdaysa 0 2.5 1.8 0.4 -77.7%
Chile 0.1 2 0.9 0.6 -28.9%
Others 1.2 1.4 1.3 0.8 -34.0%
Source: Canadian Trade Andyzer - Statistics Canada
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Table 20: Softwood Plywood Exports

|Canadian Softwood Plywood Exports

1998-2000 Calendar Y ears; 2000 Data is Jan-Aug

|% Change for 2000 Y ear to Date for Comparison

|Units '000 m?

|HS= 441219

8 mos. 8 mos. % Change
1998 1999 1999 2000 '00 over '99

\World 455.7 556.0 364.5 336.2 -7.8%
United States 104.3 241.0 154.8 149.5 -3.4%
Japan 171.4 229.1 148.5 124.5 -16.2%
Netherlands 25.9 21.2 16.2 11.3 -30.0%
United Kingdom 44.0 19.6 12.1 16.5 37.1%
Germany 40.0 13.2 9.1 15.6 70.9%
Ity 30.6 12.9 10.5 8.4 -19.3%
Belgium 8.9 6.1 4.5 3.5 -23.2%
Irdland 5.8 4.6 3.0 1.9 -36.7%
Hong Kong 21 2.3 2.3 0.0 -100.0%
Denmark 9.1 1.8 0.3 17 421.5%
Others 13.6 4.3 31 31 1.3%

Source: Canadian Trade Andyzer - Statistics Canada
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Table 21: Hardwood Plywood I mports

|canadian Temperate Hardwood Plywood Imports

1998-1999 Caendar Y ears; 2000 Datais Jan-Aug

[% Change for 2000 Y ear to Date for Comparison-

|Units ‘000 e

|HS= 441214

8 mos. 8 mos. % Change
1998 1999 1999 2000 00 over '99 |

\World 80.8 76.9 52.7 78.2 48.3%
United States 56.7 48.6 34.4 33.7 -1.9%
Russa 9.1 10.8 6.8 7 3.2%
Indonesa 4.7 5.3 2.8 2.3 -15.5%
Tawan 3.9 4.3 3.6 3.7 3.3%
Brazil 14 2.4 18 0.5 -69.7%
Hnland 2.7 1.7 11 3.1 184.5%
Bdarus 0 1.2 0.7 0.2 -78.6%
Lavia 0.6 0.9 0.6 0.9 40.4%
Others 1.7 1.7 1 26.8 2626.6%

Source: Canadian Trade Andyzer - Statistics Canada
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Table 22: Hardwood Plywood Exports

|canadian Temperate Hardwood Plywood Exports

1998-1999 Caendar Y ears; 2000 Datais Jan-Aug

[% Change for 2000 Y ear to Date for Comparison-

|Units ‘000 e

|HS= 441214

8 mos. 8 mos. % Change |
1998 1999 1999 2000 '00 over '99

\World 234 256.7 169.1 196.9 16.4%
United States 232.9 255.7 168.5 196.4 16.6%
United Kingdom 0.8 0.3 0.3 0 -100.0%
Japan 0.1 0.1 0.1 0 -100.0%
Germany 0 0.1 0.1 0 -100.0%
Others 0.2 0.6 0.2 0.5 154.5%

Source: Canadian Trade Andyzer - Statistics Canada

Table 23: Oriented Stranboard Imports

|Canadian Oriented Strandboard Imports |

1998-1999 Calendar Y ears; 2000 Data is Jan-Aug

[% Change for 2000 Y ear to Date for Comparison |

|Units 060 ms |
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[Hs= 441011
8 mos. 8 mos. % Change_
1998 1999 1999 2000 '00 over '99
\World 58.8 123.9 78.9 85.8 8.7%
United States 58.6 123.0 78.1 85.3 9.2%
Others 0.1 0.9 0.8 0.5 -42.2%
Source: Canadian Trade Andyzer - Statistics Canada

Table 24: Oriented Stranboard Exports

|Canadian Oriented Strand Board Exports |

1998-1999 Cadendar Y ears; 2000 Datais Jan-Aug

[% Change for 2000 Y ear to Date for Comparison-

[Units ‘000 e

|HS= 441011

8 mos. 8 mos. % Change |
1998 1999 1999 2000 '00 over '99

\World 5,952 6,727 4,396 4,599 4.6%
United States 5,733 6,481 4,245 4,455 4.9%
Japan 172 195 125 116 -7.6%
Chile 11 20 5 3 -48.0%
Korea, South 9 16 11 18 67.9%
Tawan 6 5 3 3 -3.5%
Ity 9 4 2 0 -92.6%
Turkey 2 2 1 2 220.5%
Singapore 1 2 1 0 -90.7%
Others 9 3 2 2 0.0%

Source: Canadian Trade Andyzer - Statistics Canada
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Table 25: Imports of Beams, Arches, Prefabricated Partitions & Members

|Canadian Imports of Beams, Arches, Prefabricated Partitions & Members

1998 -1999 Calendar Y ear; 2000 Data is Jan-Aug

[% Change for 2000 Y ear to Date for Comparison-

\VVauein C$1,000

[HS= 441890

8 mos. 8 mos. % Change
1998 1999 1999 2000] '00 over '99

\World 82411.8 82486.6 57389 57265 -0.2%
United States 80585.5 80302.5 56327.1 54777.7 -2.8%
Audria 51.7 614 15.9 342 2046.2%
Indonesia 488.8 260.3 197.2 350.1 77.5%
Greece 162.2 186.7 121.1 192 58.6%
United Kingdom 89.3 153.8 153.6 40.7 -73.5%
Spain ] 6.6 94.8 0 81.1] 261390.3%
Ity 127 87.7 74.6 82.3 10.4%
China, P. Rep. 178.1 49.1 33 66.8 102.5%
Tawan 53.8 48.9 29.1 8.9 -69.4%
Others 668.8 688.8 437.4 1323.4 202.6%
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Source: Canadian Trade Andyzer - Statistics Canada

Table 26: Exportsof Beams, Arches, Prefabricated Partitions & Members

|Canadian Exports of Beams, Arches, Prefabricated Partitions & Members
1998 -1999 Calendar Y ear; 2000 Data is Jan-Aug
|% Change for 2000 Y ear to Date for Comparison-
Valuein C$1,000
|HS: 441890
8 mos. 8 mos. % Change
1998 1999 1999 2000 '00 over '99
\World 802,563] 1,164,202 901,202 643,818 -28.6%
United States 761,318] 1,120,332 873,212 609,835 -30.2%
Japan 17,376 27,969 17,924 24,761 38.1%
United Kingdom 8,006 4,042 2,607 1,466 -43.8%
Germany 2,968 3,566 2,001 1,692 -15.4%
Irdland 3,328 1,843 1,257 1,276 1.5%
Ity 2,268 1,212 805 1,674 108.0%
Hong Kong 1,304 890 827 140 -83.1%
Spain 168 551 357 148 -58.5%
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Cuba 1,162 470 201 24 -88.1%
Bermuda 116 446 446 155 -65.2%
Others 4,550 2,882 1,564 2,646 69.2%

Source: Canadian Trade Andyzer - Statistics Canada

Section 4: Policy

4.1 Annual Allowable Cut

The dlowable annud cut (AAC) is st usudly for a number of years for each province by the respective
provincia government. No significant changes have been made by any of the provinces regarding their
repective AAC. The following table reflects minor revisonsto provincia AACs.

Table 27: Allowable Annual Cut

Allowable Annud Cut
|Units. Net Merchantable VVolume in '000m?

|Prov. & Private Lands |Federal Land Totd

Softwood | Hardwood

[Newfoundland 2,635 0 2,635
|P.E.I : 300 190 1,100 1,590
|Nova Scotia 5,200 1,500 25 6,725
|New Brunswick 6,907 4,064 77 11,048
|Quebec 37,474 20,499 28 58,001
|Ontario* naj naj 0 0
IManitoba 5,695 3,936 95 9,726
Saskatchewan 3,864 3,244 462 7,570
Alberta 13,606 10,210 948 24,764
|British Columbia 67,533 3,005 45 70,583
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Y ukon 344 9 353
INW.T. 235 2 237

*Ontario AAC expressed in area as follows:
'000 ha. 219 145 364

Source: Nationa Forestry Database
|Canadian Council of Forest Ministers

4.2 The State of Canada’s For ests 1999-2000

The following excerpts were taken from The State of Canada s Forests 1999-2000 publication by the
Canadian Forest Service, Natural Resources Canada.

PROGRESS TOWARD SUSTAINED FORESTS

The Prince Edward Idand department of Agriculture and Forestry will be increasing the level of
reforestation from 2.7 to 3 million seedlings in the year 2000 and will be implementing aforest
education program for woodlot owners.

In April 2000 the Government of Nova Scotia proclaimed changes to its Forests Act and approved
their Forest Sustainability Regulations. The department of Natura Resources recent andysis of the
province's wood supply shows that the current leve of harvesting on smdl private woodlots is not
sugtainable. Therefore under the new regulations al registered buyers of more than 5,000 m3 of
primary forest products ayear will have to submit an annua Wood Acquisition Plan and choose
between implementing a silviculture program or contributing to the Sustainable Forestry Fund.

The Ontario Government recently completed a comprehensive land use planning process and in July
1999 released its land use strategy entitled "Ontario's Living Legacy”. This strategy was the product of
a public consultation process, known as Lands for Life, which took place during 1997 and 1998.
Ontario's Living Legacy adds 2.4 million hectares of new provincid parks and conservation reservesto
the province's system of protected areas.

In its budget announcement at the end of March this year, the Saskatchewan Government announced
an additiond $3.8 million in programs to support sustainable forest management, including forest
renewd, regeneration surveys, land use planning with public consultation, and Dutch m disease
management. The provincid government isdso investing an initid $1 million to establish aforestry
training program.
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New legidation introduced last year by the British Columbia Government gives the Forest Land
Commission the power to regulate forest practices on private land in the forest land reserve and
privately-managed forest land in the agricultura land reserve. The Commission will monitor
landowners performance to make sure stlandards for logging on private land are met and will be able to
order remedid action or impose pendties up to $1 million for non-compliance. This new legidaion is
thefind step in aprocess that included aMemorandum of Understanding (MOU) signed in January
outlining the new modd for managing nearly one million hectares, about haf of British Columbias
privately owned forest lands.

British Columbia announced early in 2000 that the proportion of clearcut logging on Crown land will be
reduced from the current level of 70% to 40% within five yearsin the Vancouver Forest

Region. Through its Smdl Business Forest Enterprise Program (SBFEP), the province grants licences
to smal businesses to harvest timber. Under this program 1.9 million cubic metres of timber are
harvested each year in the Vancouver Forest Region which includes most of the British Columbia coast.
From now on the province will require licensees to increase their use of dternate logging methods and
reduce clearcutting when harvesting under this program. The SBFEP accounts for 9 percent of logging
in the Vancouver Forest Region.

MORE PROTECTED AREAS ACROSS THE NATION

In April 2000 Manitoba announced the expansion of its Protected Areas Initiative to include three new
park reserves and protection for an additiond 21 Wildlife Management Areas (WMAS). Regulations
under the Provincid Parks Act will be amended to designate over 200,000 hectares as park reserves.
Under the provincid Parks Act, the protection status will prohibit logging, mining and the devel opment
of ail, naturd gas and hydrodlectric power. The First Nations and the Government of Manitoba
Memorandum of Understanding (MOU) on protected areas has been extended for three yearsto
March 2003 in order for these groups to work together to identify, establish and manage new protected
areas asthey areidentified.

In 1999, Alberta designated nine new sites and an expansion under the Specia Places program,
contributing over 208,000 hectares to the province's network of protected areas. The Specid

Places program ams to complete a network of protected areas by the end of 2000. So far, Sxty Stes
have been designated adding more than 760,000 hectares to Albertas protected areas network, almost
doubling protected Albertaland since the program began in 1995.

More than 245,000 hectares of forested land became part of Saskatchewan's Representative

Areas Network (RAN). A representative areais a sample of a particular landscape that

has been set aside to preserve important natural or culturad features. The RAN now contains more than
4.5 million hectares of ecologicaly important lands that will ad in the conservation of provincid
biodiversiy.

THE RAVAGES OF NATURE
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In 1999, there were 7,591 forest fires across the country, that burned atotal of 1,705,645 hectares as
of the end of December. However, there were 15% fewer fires than usua for the season asawhole
and compared to the 10-year average, a decrease of dmost haf the number of hectares burned. Only
Alberta and Ontario experienced more area burned than normal; al other areas reported normd to
well-below normal occurrences of forest fires. The Northwest Territories and Ontario accounted for
half of the totd area burned in Canadain 1999, with most of the remainder

coming from other western provinces, territories and National Parks. The 2000 forest fire season got
off to an early start in many places across the country due to less snowfal than usud, causing drought
conditions.

In May 2000, it was reported that the Brown Spruce Longhorn Beetle, native to centra Europe and
Asda, had taken hold in apark in Halifax, Nova Scotia. 1t isthe first recorded sighting of the beetlein
North America. Experts say the eating habits of the beetle gppear to have changed since landing on
Canadian soil.  In its home environment the beetle eats only dead and dying trees but here it isfeeding
on living Red Spruce trees. Red Spruce trees are native only to North America

For more information on this, please see article listed in GAIN report CAQ0076.

Dutch em disease is again spreading fast across Eastern Ontario.  Experts suggest that thisislikely a
result of the 1998 ice storm, as beetles that carry the disease have moved into bresks in branches and
are Joreading the infection.

The legacy of the ice storm of 1998 is dill being felt in Quebec and Ontario. Both provinces

sgned agreements with the federd government during the year to increase financia assstance to
woodlot owners affected by the ssorm. Eligible owners will use this money to return their woodlotsto a
productive state. In total, dmost 37,000 woodlot owners in Ontario and Quebec will be eigible to
receive disaster assistance.

MARKET DEVELOPMENT ACTIVITIES

Early thisyear nineteen forest sector representetives joined afedera government misson to Chinaand
South Korea to encourage trade and investment. Officids discussed wood housing construction
technology and products, as well as other Canadian wood products. Seminars held in Beijing and
Shangha dlowed Canadian companies to showcase their technology and services and meet with
government and industry representatives from the Chinese forest sector. The seminar in Korea focused
on building products and codes. Areas of particular interest to the Chinese include forest fire
management, forest pest management and forest renewd.

According to a Vancouver Sun article, British Columbia and Quebec wood manufacturers have
established a marketing office in Shangha, to showcase va ue-added softwood from BC and
hardwoods from Quebec. The officeis expected to play an important role in introducing Chinese
clientsto BC and Quebec solid wood products. BC Wood Specidties Group, the organization that
opened the office, chose Shanghal for the office, partly funded by Forest Renewa BC, because of the
rgpid growth the region is experiencing.
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CORPORATE MERGERS AND ACQUISITIONS IN THE FOREST SECTOR

In 1999, there was increased consolidation of the forest industry in Canada. This trend continued and
accderated into this year where there were as many mergersin the first four monthsasin al of 1999.
One very large transaction, the acquisition of Donohue Inc. by Abitibi-Consolidated Inc. for $7.1
billion, was grester than al the acquisitions that occurred in 1999.

The forest sector, which is dtill highly fragmented, has, like other sectors of industry, moved in recent
years toward consolidation and greater efficiency. Industry analysts note that there are a number of
reasons why this trend toward consolidation in the Canadian forest sector is growing and is likely to
continue for sometime. They point to the availability of the Canadian timber supply and the weskness
of the Canadian dollar which, together, make Canadian companies

particularly attractive. In addition, securing aregiond source of supply, at competitive prices, for globd
consumers isimportant for consolidation. Consolidetion is dso seen as an effective meansto retire
higher cost and excess capacity in the indudtry, in order to improve efficiency and return on capitd for
shareholders. Also, the cyclicd nature of the forest products industry has made it particularly difficult to
attract capital for modernization and expansion. Consolidation by higher-leveraged US companies
opens opportunities to gain access to larger pools of capitd investment and financing. Findly, while the
vaue of many Canadian forest company stocks has

grown over the last year, andysts continue to see many of these as undervalued and attractive
opportunities for investment.

These consolidated companies tend to take advantage of their new structure to improve their cost
structure and close or modernize their inefficient or high-cost operationsin order to become more
compstitive. Having more capital vaue usudly attracts investors and increased product concentration
tends to reduce price volatility. Industry andysts suggest that to remain competitive, companies need to
become larger playersin asmaler number of product lines. They dso predict that the consolidation
trend will continue, especialy in western Canada, since consolidation started to occur more Sowly to
begin with in that region. Andysts further predict that, in the long run, there will be sx to eight globd
forestry giants with many smaller, regional companies.

4.3 Trade Palicy and Industry News
PINE BEETLE GROWTH FEARED

According to aMarch 7 Vancouver Sun article, the largest ever outbresgk of the mountain pine beetlein
British Columbia could double again this year, ravaging trees, says an industry spokesman with the
Northern Forest Production Association. The industry and the BC government have completed 95%
of ther plan to tackle the problem this winter, which includes harvesting 4.2 million m? of beetle-infested
lodgepole pine. But that Htill leaves an estimated six million cubic metres of infested treesin a 350,000-
hectare area. Thetreesare vaued at $1 billion in lumber and wood chips. In addition to clearcutting,
patch logging and fal and burning operations, the industry and the B.C. Forest Service have conducted
aerid and ground surveys.
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B.C MILL RESTARTSWITH PERMIT TO EXPORT LOGS

Two hundred employees returned to work in mid-February after the sawmill in Boston Bar, BC was
given permission to export logs, according to a Vancouver Sun news article. The permit allows JS
Jones Timber Ltd. to export 50% of the timber in stands that are not otherwise economic to harvest
The mill shut down in 1999 because it lacked enough quota to ship lumber duty-free to the United
States.  Under the plan, the mill is dso to recelve from the federd government an additiona 10 million
board feet of quotato ship lumber duty-free to the United States. The mill - claimed as being one of
the most cogt-efficient millsin the province - closed late last year after announcing it could not continue
to operate without more quota to ship into the US market. The mill had enough quota for only 29% of
its US shipments. While the additiona 10 million board feet raises the mill's tota quota to 39%, till not
enough to remain profitable. Asno more quotais available, the log- export option was the only other
way the government could assist the company short of asubsidy. The export permit isin effect until
June, 2001. By then, it is hoped that the Canada- US softwood lumber agreement limiting exportsto
the US will be replaced with afreer form of trade.

B.C. GOVERNMENT FACES C$700 MILLION SUIT FROM FOREST COMPANIES

According to the Vancouver Sun, Western Forest Products Ltd. filed a $450-million lawsuit againgt the
province in late March, raising to nearly $700 million the claims againgt the government over its decison
five years ago to hike timber roydties. The lawsuit follows aB.C. Supreme Court decison to rgject a
government petition to dismiss an identica $240-million lawsuit by MacMillan Bloedd Ltd. (now
Weyerhouser) and TimberWest Forest Ltd. after the

government raised roydty ratesin June 1995. The latest lawsuit, revolves around the payments the
companies must make to the province for timber they own on Crown land granted under specid timber
licences. The licencesinvolve a specid form of tenure in which the companies own the trees growing
on Crown land and pay aroydty for harvesting them. Under the terms, holders paid annud rent and a
low royaty when the wood was cut.

In June, 1995, the NDP government eiminated the low rate, calling it an unfair subsidy, and began a
five-year program to raise royalties to 100% of the sstumpage rates charged on Crown- owned timber.
All three of the companiesinvolved in the lawsuits say the NDP government's new sumpage system
abrogates an old roydty rate agreement that specificaly

reflected that the companies assumed risks in return for an investment in owning timber on Crown land.

TAIWAN RELOOKS AT CANADIAN WOOD-FRAME HOUSES

According to aVancouver Sun article, the earthquake that devastated large areas of central Taiwan in
1999 is prompting architects and builders to reconsder Canadian wood-frame houses. Thereisa
willingness to accept that Canadian building methods may be more resilient to earthquakes, easier to
maintain and more practicd in a dimate that swings between damp, frigid winters and seamy, humid
summers. The task now for Canadian suppliersisto get Tawan's nationd government to ingtitute
building codes which would be cons stent with Canadian wood-frame construction methods.
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FOREST RENEWAL BC PUTS $301 MILLION INTO REVITALIZATION

According to the Vancouver Sun, the B.C. provincid crown corporation will spend $301 millionin
2000 to grow more and better trees, restore the forest environment and boost the province's
vaue-added sector. Thisyear's Forest Renewal budget calsfor:

. $248.8 million in land-based activities to grow more high-vaue timber and restore watersheds
damaged by past forest development.

. $32.6 million to help forest communities and workers adjust to changes in the forest economy.

. $20.2 million to implement Forest Renewal's value- added strategy to increase the size and

economic contribution of B.C.'s value- added wood-manufacturing sector.

Forest Renewal, established in 1994, spent $1.8 billion in itsfirgt five years of operation. It isfunded
by an increase in the sumpage rates, the rent charged by Victoriafor growing trees on Crown land.
Specific programsin this year's Forest Renewal budget include:

. Restoring 540 km of streams damaged by past harvesting practices.

. Deectivating or rehabilitating 2, 780 km of old logging roads considered environmentally
damaging or hazardous.

. Providing trangtion and re-employment services for 2,000 displaced forest workers.

. Helping 200 smdll forest businesses start up or expand.

. Generating 1,500 market leads for B.C. value-added businesses.

. Improving the yield on 38,100 hectares of second-growth forests.

. Replanting and treating 48,800 hectares of lands classified as not satisfactorily restocked to

bring them back to productive forestland.

Theindudtry is pleased that Forest Renewal's targets included increasing the timber available for future
harvest by 25 million cubic metres to about 200 million cubic metres.

B.C. COURT ORDERS REVIEW OF 1997 STUMPAGE FEES

According to aJune 8 Vancouver Sun article, the B.C. Court of Apped has ordered the forests
minigtry to re-gppraise sumpage permits of five coagtd forest firms that could result in the companies
recouping about $17 million. MacMillan Bloedd, now owned by Weyerhaeuser, Canfor, Western
Forest Products, Mission Tree Farm and Richmond Plywood, claimed they paid too much stumpage
because of amathematicd error made by a ministry employee in the
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spring of 1997. The five companiesinvolved log about 70 % of B.C. timber and pay about $400
million in Sumpage or harvesting fees

STRIKES PLAGUE B.C. FOREST INDUSTRY

Twelve coagtd thousand loggers and sawmill workers went on strike June 27, shutting down the

coadta forest industry and puiting an estimated 35 sawmills and countless logging operations behind
picket lines. The strike took both industry and government by suprise, after talks broke down between
the workers union, Industria, Wood & Allied Workers of Canada (IWA-Canada), and Forest
Industrid Relaions (FIR), which represents 60 logging and manufacturing companies. Workers
remained on grike for nine days until July 6 before a mutually satisfactory contract could be negotiated.
The coastd industry is dready in a crigs caused by the collgpse of its Japanese market, lack of access
to the US and high operating cosis. The grike came at atime when the coastal industry was struggling
to remain internationdly compstitive, with employers warning that al workers may not have jobsto go
back to as some mills might close permanently.

The IWA dso negotiated with two Interior employer organizations and with Canfor, whose contracts
were set to expire on June 30. Strikes were averted with contract agreements reached first between
the IWA and Canfor on June 30, then between the IWA and the Council on Northern Interior Forest
Employment Relations (CONIFER) on July 2, and then shortly after talks commenced between the
IWA and companies in the Southern Interior on July 5.

B.C. FOREST SECTOR RETURNS ON CAPITAL BELOW ACCEPTABLE

According to a Canada Newswire August 21 article, BC forestry operations contributed $4.2 billion to
provincid, federd and municipa governmentsin 1999, but "return on capitd employed," a measure of
industry well being, fell well below acceptable levels. Thisfinding and other data contained in
PricewaterhouseCoopers annua Forestry Industry in BC Report suggests the economic hedth of the
industry remains fragile. The BC forest industry reported net earnings of $923 million in 1999 and
generated areturn on capital employed (ROCE) of 7.6%. However, these results are behind the rest
of Canada at 9.6% and far below the industry's minimum ROCE threshold of 12%. Since 1995 and
including 1999, the forest industry in BC has fared much worse than the forest industry in the rest of
Canada. The 1999 five year average ROCE for BC was 2.9% compared with 8.1% for the rest of
Canada.’

17-YEAR DISPUTE ENDSIN CLAYOQUOT SOUND WITH FALLING OF CEDAR

According to a August 23 Vancouver Sun article, a cedar tree was fdlled in anew joint venture
between Nuu-chah-nulth Indians of Vancouver Idand's west coast and forest giant Weyerhaeuser Co.
Called lisaak Forest Resources, the new company is owned 51% by the Nuu-chah-nulth and 49% by
Weyerhaeuser. Five mgor environmenta groups, including Greenpeace, support it and have agreed to
help market the timber that lisaak harvests from Clayoquot's forests. The cost of the logging now being
conducted by lisaak is being partly subsidized by the province, which has agreed to cut $19/m? from
stumpage payments in Clayoquot Sound - a $1.9-million subsidy should lisaak cut itslegd limit of
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100,000 m2 of wood a year.
QUEBEC MINISTRY CALLSFOR REDUCTIONS IN HARVESTING

According to a September 9 Montredl Gazette article, the Quebec government is planning on scaling
back logging operations.  As part of its five-year plan for the 1999-2003 period, the Department of
Natura Resourcesis calling for sharp reductions - of 40 to 68% - in the amount of wood cut on public
lands. At apress conference Aug. 23, Resources Minister Jacques

Brassard said the ravages of the spruce budworm were the main reason for the reductions.

BC FORESTRY FIRMS UNDER PRESSURE TO LOWER OUTPUT

A sharp drop in house congtruction in the United States has sent lumber prices plunging to their lowest
levels since June, 1995, and has put Canadian forest companies under pressure to cut production.
British Columbia producers have been shutting down their operations due to the lack of demand for
their products. It is expected that prices will remain low for the baance of the year. For more
information, see GAIN report CA0139.

B.C. COASTAL MILLSLOSING JAPAN

The Vancouver Sun reported that British Columbias coastd forest industry is losing the technology
race to maintain its share of the Japanese housng market. According to the article, the industry has not
kept up with the rest of the world when it comes to developing new wood products. Demand for
lumber is growing in Japan but coasta lumber sdles are not growing proportionatdly. Japanese
homebuilders now prefer engineered wood or kiln-dried wood over

green coastd hemlock -- the mainstay of the coastd forest industry for 10 years. Engineered wood --
in this case laminated clear veneers glued on to the surface of kiln-dried pine posts -- has lesswaste
and does not twist after being ingalled, two factors that builders complain they face with B.C. wood.
Japan is B.C.’s second biggest market. Japanese distributors are now buying kiln-dried wood from
Scandinavia. The coagtd problem isthat kiln-drying old-growth hemlock causes splitsin haf the
boards. The 50% faldown -- the difference between what goes into the kiln and what comes out as
premium lumber - isaunique B.C. problem. In Scandinavia, where

lumber is made from managed second-growth forests, the falldown rate is only 10%, giving them an
enormous competitive edge. For additiona information, please see GAIN report CA0151.

PINE BEETLES INVADE BANFF NATIONAL PARK

According to a park superintendent, pine beetles that have moved into Banff Nationd Park may have
to be destroyed with a prescribed burn, writesa a September 29 Cagary Herdd article. Since 1998
about 500 trees have been infested by the beetle he describes as indigenous to the park. The bestles
moved across the Continental Divide from British Columbiawhere large stands of lodgepole pine are
dready infested. The beetles are threatening a portion of the logging industry. Regular forest monitoring
in Banff found about 10 treesinfested with the beetlein 1998. 1n 1999 there were about 100 trees
infested, and this year the count has risen above 500.
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B.C. LOG EXPORTS JUMP AS LUMBER SHIPMENTS TUMBLE

Log exports through the port of Vancouver have increased tenfold during the last four years, according
to areport prepared for the International Longshore and and Warehouse Union, writes the VVancouver
Sun in an October 11 article. The report notes that 1og exports through the port have gone from
75,000 tonnesin 1995 to 770,000 tonnesin 1999. The increase paralels a decrease in lumber exports
of the same magnitude. Lumber exports through Vancouver are dropping a an annud rate of 6.2%.
Vancouver isonly one of anumber of ports which export logs and lumber. Many coastal companies
have logt access to their lumber markets, leaving

them nothing left but log exports to generate cash flow. B.C. exported 2.48 million cubic metres of logs
in 1999, and is expected to export as many this year, the highest level in adecade. Totd provincid
exports hit their lowest point since the recession in 1997, when only 269,000 cubic metres of logs were
exported.

With an annual harvest on the coast of about 18 million cubic metres, exports now represent 12% of
coastal harvesting, expertssay.  Some the blame the Canada-US softwood lumber agreement as
coadta producers who traditiondly shipped to Japan have little US quota. At the sametime, lumber
prices have hit afive-year low in the US, making it uneconomicd to pay the export duty. Mogt of the
B.C. export logs are heading for millsin Oregon and Washington state, where they are turned into
lumber for the US market. About two-thirds of the timber being exported comes from private lands
that are not subject to the same stringent regulations as Crown land. To export from private land, logs
must only be be declared surplus to domestic needs. The collgpse of the Japanese lumber market in
1998 coupled with restricted access to the US market means the private-land loggers have little
difficulty passng the surplustest. Exports from Crown lands accounted for about one-third of B.C.
logs exportsthis year and last year, mainly because of a government policy that has permitted
companies to export as part of an over-al economic plan to keep operations viable.

MARKET PRICING PLAN FOR B.C. COASTAL TIMBER INTRODUCED

According to severa Vancouver Sun articles (January 13, April5, October 6), upon the
recommendations of the forest-policy review coordinator, Garry Woulters, the province will be starting
amarket-based pricing system for BC coadta timber. Wouter’ s recommendation isthe first indication
of changes in the way sumpage is charged in BC. The report makes numerous

recommendations, including:

. Establish a competitive log market within Sx months.

. Set up anew, market- based pricing system for coastdl logs, replacing the old administered
stumpage system.

. Dedicate aland base exclusively for logging but only after completing other land-use plans.
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. Eliminate regulations tying timber licences to loca sawmills and eiminate cut controls, both of
which restrict companies from responding to market changes.

. Divide the minigtry of forestsinto two ministries: one to ded with commercid timber interests
and one to ded with forest stlewardship.

. Create an independent commission to review assumptions used by the Chief Forester in setting
the annud timber harves.

Following up on one the recommendations, the BC government introduced a Sx-month pilot in market-
based pricing for coastal hemlock (which accounts for more than 60% of coasta forests) Sarting
October 1 in a move welcomed by forest industry leaders and by American lumber interests. The pilot
project, which will last only until March 31, 2001 and then be assessed, earned praise from coastal
producers who have been cdling for sumpage changes for the past four years. While world demand
for hemlock has dropped, yet sumpage rates charged by the provincid government have remained tied
to the Statistics Canada lumber index, which includes higher-vaue products such as Douglas fir and
cedar. The new mechanism, as reported by the Vancouver Sun, should knock the average ssumpage
rate paid for hemlock down from $20 to $12-14 per m3. The province stands to lose about $15 million
in stumpage revenues by switching to a market-based system.

GOC APPEALS TO CANADA-US SOFTWOOD LUMBER AGREEMENT DISPUTE PANEL

Canadafiled itsfirst submisson to the Arbitral Panel under the Softwood Lumber Agreement (SLA)
dispute settlement mechanism on June 2 requesting the pand find the US has breached numerous
aticles of the Agreement. In particular, the dispute concerns the reclassification on June 9, 1999 by
US Cusgtoms of rougher headed lumber from atariff classfication heading that is not subject to
regtriction under the Agreement to atariff heading subject to restriction under the Agreement.
Internationa Trade Minister Pierre Pettigrew announced in early October 2000 that Canada and the
US had reached an agreement in principle to ettle the rougher headed lumber dispute under the
Canada-US Softwood Lumber Agreement. The settlement proposed by the United States entalls an
additiona 72.5 million board feet of fee-free lumber shipments to the US to be used by March 31,
2001, in return for Canada agreeing to withdraw arbitration proceedings under the Agreement. For
more information, please see GAIN reports CA0086 and CA0162.

SOFTWOOD LUMBER AGREEMENT: A UNITED FOREST INDUSTRIES FRONT?

The 5 year Canada-United States Softwood Lumber Agreement (SLA) will expire on March 31,
2001. Consultations with industry, the provinces and other stakeholders are underway to determine
what course of action Canada should take when the Agreement expires. Thisisakey issue for lumber
exporters, as 88% of Canada's softwood lumber exports go to the United States.  But the Canadian
forestry indudtry is divided: those in favor of a continued form of managed trade, versus those in favor
of "freg" trade. Proponents of managed trade, who want to see some sort of renegotiation of the SLA,
namely B.C. Interior companies who were alocated quota under the SLA and have done relatively
wdll, are represented by the B.C. Lumber Trade Council (BCLTC). Those who would prefer to see
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the SLA lapse without any sort of renewa include mostly B.C. Coastal companies who had their ability
to export to the US reduced as well as the Eastern provinces who were not subject to the SLA
Leading the way against arenewa of the SLA is Quebec-based Free Trade Lumber Council (FTLC),
which is comprised of more than 80 companies and five provincid and trade associations.

The BC Lumber Trade Council supports free trade, but wants a negotiated end to the softwood lumber
dispute, including addressing US alegations of subgdization. In abriefing pgper submitted to the Office
of the United States Trade Representative (USTR), the council presented its postion regarding how to
resolve the longstanding Canada-US lumber trade dispute. According to an April 13 Canada
Newswire article, principlesincluded in the paper are:

. The best long-term solution is a growing North American market for lumber, supported by
free trade, investment in increasing the demand for wood products, and astrong  customer
focus.

. No Canadian lumber-producing region should receive an advantage in serving the US market.
And Canada must not be disadvantaged relative to third countries (outside North America).

. Dispute resolution processes should be prompt, fair, timely, and unbiased.

. Fundamental changes to Canada's public land mode are not possiblein light of the country's

higtoricd, culturd and philosophicd bdiefs regarding land ownership.

. Timber pricing should be based on market principles that ensure the public gets afair return
for itsresource. Appropriate markets may be for ether standing timber, logs or lumber,
depending on the operating circumstances for any particular regiona indudtry.

On the other sde of the issue, the FTLC welcomed a Canadian Government House of Commons
Standing Committee on Industry report on productivity and innovation that recommended "that the
Government of Canada take the position that there be no renegotiation of the Softwood Lumber
Agreement with the United States at the expiry of the existing agreement.”  Another April 13 Canada
Newswire article writes that the committeg's recommendation is particularly significant, as indicated by
the number and quality of its members. Thirty Sx members of parliament from across the Canadian
political spectrum have recommended the non-renewd of the Canada-US Softwood Lumber
Agreement of 1996 when it expires on March 31, 2001.

Section 5: Export Promotion
5.1 Export Corporation Update
The Export Development Corporation (EDC) was established by an Act of Parliament (Export

Development Act) on October 1, 1969. The act has been amended severa times, most recently in
1993. The Corporation is accountable to Parliament through the Minister of Internationa Trade.
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The EDC’' s mandate is to support and develop, directly or indirectly, Canada’ s export trade and
Canadian capacity to engage in that trade as well asto respond to internationa business opportunities.
In establishing the EDC, the government sought to creste an inditution to contribute to the
compstitiveness of Canadian exporters of dl szes. The EDC operates as acommercid financid
inditution.

The EDC, as afinancid services corporation, provides awide range of flexible financid solutionsto
Canadian exporters. The EDC' s risk management services include insurance, financing and loan
guarantees are an integra part of the export strategies of many large and smal Canadian companies. A
self-funded crown corporation, the EDC operates on commercid principles, charging fees and
premiums for its products and interest on itsloans. The EDC is Canadal s officid export credit agency.
The EDC helps Canadian exporters compete in international markets by reducing financid risksin
support of export saes. 1ts services include export credit insurance and related guarantees, aswell as
loans to foreign buyers of Canadian goods and services. The Canadian exporter is at minimized risk
gnce it recalves payment directly from the EDC.

A new program from the Export Development Corporation now ensures that Canadian exporters are
covered 100% againg payment default by foreign buyers. Prior to the new transaction-financing
arrangement, Canadian exporters could purchase EDC accounts receivables insurance which would
cover 90% of the exporting company’ssdles. For more information, please refer to GAIN report
CA0043.

According to the EDC, the total volume of business reported by the EDC in 1999 increased by 15.2%
to C$40.1 hillion from C$34.8 billion in 1998. The volume of business supported in the forest sector
(lumber, pulp, paper, and value-added forest products) in 1999 was C$8.98 hillion, up nearly 18%
above 1999 levels, as forest products continues as the leading sector in terms of total business volume.
The support for forestry was up in 1999 due to severd factors, including increased demand for pulp
from Western Europe and Asig; lifting of import restrictions in Brazil, which boosted support in this key
market for newsprint; and lumber prices that were sustained above normd levels as aresult of a hedthy
US housing market, as well as by downtime taken by many producers. For 1999, the EDC’ s business
volume on a geographic basis was apportioned as follows: North AmericalCarribean, 64%; Europe,
15%; AsaPecific, 15%; South/Centra America, 5%; and Middle East/Africa, 1%. The EDC does
not disclose the value of business support by country or forest product type.

On May 18, Internationa Trade Minister Pierre Pettigrew released the Government of Canada's
response to the recommendations made by the House of Commons Standing Committee on Foreign
Affarsand Internationd Trade (SCFAIT) on the operations and mandate of Export Development
Corporation (EDC). The Committee made a number of important recommendations in the areas of
information disclosure, human rights, and the environment. Asindicated in GAIN report CA0070, the
EDC has announced stepsto clarify itsrole in these areas. The report notes that the EDC' s current
contingent ligbility limit will be replaced with one that will expand with EDC's financid capacity, asisthe
case with EDC's borrowing limit. Aswdl, EDC will be given greater flexibility to participate asa
sponsor in foreign projects. Specific
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initiatives to enhance support to SMEs will aso be consdered, and steps taken to increase
co-operation between EDC and other playersin the financia services sector as ameans of increasing
Canadas overal capacity to support exporters.  SCFAIT made recommendations as part of the
mandated five-year review of the Export Devel opment Act, the legidation governing the activities of
EDC. These recommendations addressed views expressed by EDC's clients, public interest groups,
and other stakeholders, during a comprehensive process of consultation.

5.2 Program for Export Market Development

The Program for Export Market Development (PEMD) is the Canadian government's cornerstone
internationa business development program. Sinceitsinception in 1971, PEMD has asssted over
29,000 Canadian businesses (all sectors) in marketing their products and services abroad, with export
sdestotaling $14.5 billion. According to the latest PEMD Annua Report, the PEMD partnership with
Canadian busnessesis an investment in a company’s commitment to develop internationa export
markets. Itisnot agrant, loan, or entitlement, but rather a repayable contribution, conditional on
contracts obtained or incrementa saes (4% of annua incrementd sales) obtained by companiesasa
result of the PEMD supported activities in the target market.

In 1998-99, atota of 696 applications submitted by Canadian companies were gpproved for PEMD
assgtance. Authorized assistance was vaued at $20.9 million. An additiona 29 applications were
approved by trade associations and totaled $2.2 million in assstance. Of the total authorized
assistance, Canadian companies expended over $8.6 million while trade associations spent amost $1.8
million.

The top market for PEMD-assisted development activities of Canadian companies was the USwhich
accounted for $14.2 million, representing approximately 68% of authorized assstance.

France was the second most targetted market followed by China. On the trade association side, dmost
half of the expenditures were incurred on market deveiopment activitiesin North America - the country
most targetted by trade associations was the US, followed by Germany and Japn. While, the GOC
does not disclose PEMD support by specific industry sector, assstance to the agriculture and resource
sectors (agriculture/forestry/fishing/mining) was approved for $277,000 based on 21 approved
applications.

Specificaly, the PEMD objective is to increase export sales of Canadian goods and services by sharing
the cogts of activities that companies normaly could not or would not undertake aone, thereby
reducing risks involved in entering aforeign market. Through a partnership-like rel ationship between
government and business, the program encourages along-term focus on target markets with built-in
flexibility to respond to changing market conditions.

The PEMD program is comprised of four mgor elements: Market Development Strategies (MDYS),
New-to-Exporting Companies, Capital Projects Bidding and Trade Association Activities. A review
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of the eements was detailed in last year’ s Solid Wood Products Annua, CA9143. Background
information is available from the DFAIT s PEMD webste at: http://mww.infoexport.gc.calpemd-e.asp

Section 6: Market Segment Analysis

6.1 Construction Sector

The following was taken from Industry Canada s Manufacturing Industries Branch Market Trends and
Prospects 58" Session ECE Timber Committee, October 9-13, 2000.

Activity in the housing sector has weskened in thefirg half of 2000 &fter posting gainsin 1999. While
this was partiadly due to strikesin Ontario and skilled labour shortages, this weakening was not
concentrated solely in Ontario. Following astrong 1999, investment in residential congtruction rose
0.6% (annual rate) in the first quarter of 2000, and posted a decrease of 11.0% in the second quarter.
New housing, renovations, and resale activity have al registered a dow-down so far this year. Housing
affordability and consumer confidence, however, are expected to remain positive despite recent
upward movements in mortgege rates.

Despite weskness early in the year, the momentum appears to point to a resumption of the growth
trend: municipditiesissued $21.5 billion in residentia building permits over the first seven months of
2000, the best performance for that period since 1989. Mogt of the increase in permits, has been for
snglefamily dwelings, as the vaue of multi-family dwellings remained virtualy unchanged from 1999
levels. On aprovincid bass, the largest increases were recorded in Ontario, Quebec and Alberta,
while permits in British Columbiaand New Brunswick were lower than in 1999.

According to the November 8 release from the Canada Mortgage and Housing Corporation (CMHC),
the annua rate of housing starts in Canada rose 4.9% in October to 164,800 units (seasondly adjusted
annud rate, or SAAR) compared to 157,100 in September. Urban multiples starts were up 14.8% to
72,300 units, compared to 63,000 in September. Urban singles starts decreased 1.7% from 72,500
units in September to 71,300 in October. CMHC experts note that home builders are busy in most
regions, and that October's multiple Sarts were very positive, reflecting strong demand on a market
with limited inventory.
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singles 6.6%. Vancouver starts rose 75.0% to 14,700. Ontario urban starts rose 9.1% to 73,500
unitsin October, primarily due to a 24.0% increase in multiples. Thiswas counterbaanced by a4.2%
decreasein singles. Toronto starts at 46,400 units were up 16.9%. In Quebec, urban starts were
down 1.8 % to 21,500 units from 21,900 in September. Multiples rose 0.9% but singles were down
4.7%. Montreal startswere 13,000 unitsin October. Prairie urban starts decreased 9.0% in October
to 24,300 units. Singles were up 1.9% while multiples were down 24.8%. In the Atlantic Region,
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overdl urban starts were down 8.2% to 5,600 units. Activity increased indl  Atlantic Provinces
except in New Brunswick.

6.2 Prefabricated Housing Sector

Thefollowing paragraphs were taken from Industry Canada s Manufacturing Industries Branch
Prefabricated Housing Review, Volume 6, Issue 2, Summer 2000. Begin text.

Prefabricated building exports in the first quarter of 2000 continued the upward trend which started in
the latter half of 1999. Exportsin the first quarter of the year were up 34%, reaching $38.9
million. This compared with exports of $66.4 million in the first quarter of 1999. The US continues to
dominate as the primary destination for Canadian exports accounting for 62% of tota exports.
Improving economic conditions in Japan resulted in the first increase in quarterly exports to this country
in nearly two years.

Provincidly, British Columbialed dl other regions with exports of $35.6 million for the first three
months of the year. This represents a 66% increase from ayear ago. Ontario, with exports of $35.2
million, is the second largest exporting province.

Exports to the US continued to grow in the first three months of 2000, pushing to a new record leve for
the usualy dow period. Canadian prefabricated building exports to the US rose 48.5% to $55.1
million. This compared with exports of $37.1 million ayear ago. Although exportsto the totd US are
strong, growth in some regional markets appears to have weakened. Interest rates, should they
continue to rise, could affect new residentid construction for the balance of the year. However, overdl
economic growth in the US is expected to remain strong.

Prefabricated building exports to the US Midwest grew the fastest in the first quarter, soaring 99.4% to
$12.4 million. Exportsto Illinois, which were $2.7 million, increased 227%. Exportsto lowaaso
grew tremendoudy, up 613.4% to $2.4 million. Exportsto the US West were $20.4 million in the
quarter of 2000, up 77.2% from ayear ago. The strong quarter was led by higher exports to
Colorado. Exportsto this state, the single largest market in the first quarter, skyrocketed 318% to $5.4
million.

In contrast to the fast growing US Midwest and West markets, exportsto the Northeast grew by a
more modest 7.8% for the January to March 2000 period. Canadian shipments to this region were
$9.3 million. New Y ork, traditiondly the largest market for Canadian manufacturers, increased 28.1%
to $2.7 million. These gains were offsat by faling exports to Maine and Massachussets, down 15%
and 29% respectively.
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Table28: Top 20 Export Marketsin the US, First Quarter 2000
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Exports to the US South were $13.1 million in the first quarter, up 22.9% for the period. Housing
gartsin the region were down in the first months of the year, due mostly to higher mortgage rates.
Exportsto Floridaand Texas led dl othersin the region, reaching $2.9 and $2.7 million respectively.

Exports to Japan were up 26.7% to $21.5 million in the first quarter of 2000. Demand for Canadian
prefabricated structures was solid, continuing the trend set in the third and fourth quarters of 1999.
Although the Japanese congtruction sector saw increased activity in the first three months of the year,
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prefabricated housing starts in Japan were unchanged from a year ago. Japan accounted for 24.2% of
prefabricated building exports through the first quarter, up for the first time in over seven quarters.

Prefabricated building exports to the Asa-Pacific region were up 169.7% in the first quarter, reaching
$2.2 million. Economic conditions, which improved throughout 1999 and the first three months of the
year, pushed demand higher. Unlike in establish ed markets such asthe US, or Japan, exportsto this
region remain variable from quarter to quarter. For example, exportsto Chinawere $1.1 million in the
first quarter of 2000, but only $142 099 in thefirst quarter of 1999.

Exports to the European Union (EU) were $5.5 million between January and March, a decrease of
14% from the same period ayear ago. Thefdl in Canadian exports was due primarily to adecreasein
shipments to Germany, traditionaly the largest market for Canadian manufacturersin Western Europe.
Exports to Germany were $1.81 million in the first quarter, down 35.3% from $2.8 millionin 1999. On
amore positive note, exports to France ($1.84 million) and to the United Kingdom ($1.1 million) were
both higher. Exportsto the EU represent 6.2% of total Canadian exports.

Importsincreased 44.1% for the January through March period, reaching $24.9 million. The US
accounted for 93% of imports. Product from Illinois, the largest source of prefabricated building
imports, grew 42% to $6.2 million for the first three months of the year. Growing imports suggests
Canadian demand for prefabricated building is strong.

Mohile home shipments were $61.8 million in the first quarter, up 11.3%. Strong demand from the
Canadian market helped to push production higher. The strong quarter was reflected in the seasondly
adjusted and annualized rate shipment figures, which rose 10% to $332.9 million. Shipments are
expected to dow dightly during the remainder of the year as higher interest rates will increase
borrowing codts.

6.3 Kitchen Cabinets Sector

Solid demand from the Canadian and US markets pushed production of kitchen cabinets higher in the
first quarter of 2000. Kitchen cabinet shipmentsincreased by 8.5% to $366.8 million for the first three
months of the year. Higher exports accounted for the bulk of the production increase athough there
was some growth in the domestic market. Exports, which accounted for 42% of production in the first
quarter, are expected to drive industry growth in 2000. Canadian shipments of kitchen cabinets
reached $1.56 billion for al of 1999.

The industry producer price index (IPPI) for kitchen cabinets was up 4.5% in the first quarter of 2000.
The increase in the |PPI was due in part to higher materia costs, particularly wood panels. The price
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of wood pand s increased throughout 1999, and remained strong in the first few months of 2000.
Wood pand prices have been gradudly fdling snce then.

The strength of first quarter shipmentsis reflected in the seasondly adjusted and annudize rate data.
Shipments were $1.74 billion (SAAR) for the January to March 2000 period, up 13%. Thiswould
indicate shipments, and ultimately exports, were very strong in the first quarter, despite the usualy weak
winter months and initia Sgns of dowing congtruction activity in the US due to higher interest rates.

Canadian congtruction activity remained relativliey stable from a year ago and the gpparent domestic
market (ADM) for kitchen cabinets grew at a modest 2% in the first quarter of 2000. Much of the new
consumption in Canada was supplied by higher imports, which accounted for 3.7% of the ADM. The
ADM for kitchen cabinets was valued at approximately $220 million in the first quarter of 2000.

Kitchen cabinet exports were $154.8 million in the firgt three months of 2000, up 21.6% from the same
period in 1999. The Canadian kitchen cabinet industry isincreasingly export orientated with exports
representing 42% of production, versus 40% ayear ago. Exportsin thefirst quarter of 1999 were
$127.3 million on shipments of $338 million.

Exports to the US, which represented 99% of total exports, grew 21.4% in the first quarter, reaching
$153.3 million. Demand for Canadian kitchen cabinets from the US remained strong, continuing the
trend from the fourth quarter of 1999. Exportsto the US were helped by amild winter through many
parts of the country, alowing for an earlier gart to the congtruction season. Congtruction activity in the
USis expected to dow as higher interest rates begin to influence the resdential housing market.

Kitchen cabinet exportsto the US Midwest grew the fastest in the first quarter of 2000. Exports were
up 56% to $31.1 million, compared to $20 million ayear ago. Illinois and Michigan were the largest
marketsin this region, with Canadian exports of $8.4 and $8.2 million respectively. Inthe US Weg,
exports were $33.3 million in the first quarter of 2000, up 41.4% from $23.6 million in the first quarter
of 1999. Demand for building products from states long the US West coast were strong throughout
the first three months of the year. Exportsto California, the largest market for Canadian kitchen
cabinetsin the US West, grew 23% to $11.5 million.

Table 29: Top 15 Export Marketsfor Kitchen Cabinetsin the US (in $millions)
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California 11.546 5.404 22.8%%
Tl o1s 10.124 ER 29, 3%
Massachusetts n.400 5.953 41 1%
Mfichigan 8224 7755 6. 1%
Georgia ER 5 287 15.5%%
Merth Carclina 7026 HTE] -19 B9
Washington b 296 4 386 59 5%
Coolorado f.6HoA 5455 S0 %%
Mew Jersey G233 0. 784 7.8
Chio 5653 2.823 1071.4%%
Pennsvlvania 4. 836 4. 106 17.8%
Mew Hamp shire 385 53187 21854
Texas 3785 5 HA6 -2 B%

The US South and Northeast are the largest markets for Canadian kitchen cabinetsin the US. Exports
to the US Northeast grew at 19% to $43 miillion for the first three months. Exportsto New York state
rose 15% to $13.8 million. The dowing congruction activity in the US South impacted on the growth
of kitchen cabinet exportsto the region. Exports grew by 11.6% in the first quarter, reaching $45.9
million versus $41.2 million in the first quarter of 1999. Horida was the largest market in the US South,
with exports growing 26% to $14.7 million in the first three months of the year . Georgia, with
Canadian exports of $7.3 million, grew at 15.5%.

Exports to markets other than the US, were stronger, totalling $1.5 million. Thisis up 50.4% from a
year ago. |n comparison, kitchen cabinet exports to the state of Wisconsin done ($1.92 million) were
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greater then al other international destinations. Exports to Japan increased 33% to $544,000 in the
first three months of 2000. This compares to $409,000 in the first quarter of 1999.

Kitchen cabinet imports increased sharply in the first quarter of 2000 despite little growth in Canadian
consumption. Imports rose 59% to $8.06 million for the first three months of the year. Ontario, the
largest market for kitchen cabinetsin Canada, accounted for the two-thirds of imports ($5.3 million).
Ohio represents the largest source of kitchen cabinet imports, a $4.3 million between January and
March. Canada has a net trade balance of $146.8 million in the first quarter of 2000, as compared to
$122 million ayear ago.

6.4 Windows and Door s Sector

Production of windows and doors soared in the first quarter of 2000. Continued growth in boththe
domestic and export markets pushed demand higher, despite initid signs of a dowing congtruction
sector. Unlikein previous years where the export sector led shipment growth, the first quarter of 2000
saw sgnificant gainsin the apparent domestic market (ADM). The ADM grew by approximately 27%
to $499.6 million in the first three months of the year.

Combined, wood and metal window and door shipments were $656 million for the first quarter, an
increase of 26.5%. Wood and metal window and door shipments, on a seasonaly adjusted and
annudized basis, were $3.31 billion. This represents an increase of 9.4% from the fourth quarter of
1999, and a 22.7% rise over thefirst quarter of 1999. Thiswould tend to demonstrate the industry
experienced solid gains through the January to March period of 2000. Wood window and door
shipments were up 22% for the first three months, reaching $284.5 million. The IPPI for wood
windows and doors remained unchanged for the ninth consecutive quarter.

Window and door exports showed considerable resiliencein the first quarter of 2000. The first quarter
traditionally sets the tone for the upcoming year. Canadian window and door exports reached $239.7
million for the firgt three months of the year, up 23.2% from ayear ago. Should this pace continue,
window and door industry exports should surpass $1 billion in 2000. Wood window and door exports
reached $109.8 million for the January to March period, up 28% from the same period a year ago.

Canadian window and door exports to the US continued to grow in the first quarter of 2000. Despite
early sgns of adowing US congruction sector, exports grew 23.5% to $216.4 million through the first
three months of the year. A dight declinein the value of the Canadian dollar continued to make
Canadian windows and doors attractive to US buyers.  Exports to the US have been the driver to the
industry's growth over the past few years, and is expected to remain an important e ement through
2000. The US represents 90% of totd industry exports.
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Exportsto the US West saw the most significant gain, increasing 42.7% in the first quarter to reach
$46.3 million. Much of the gain was as aresult of strong exports to the State of Washington, where
exports increased 96% to $17.8 million for the first three months of the year. In the US Midwest,
exports were up 30.4% to $55.9 million. Exports to this region were buoyed by strong gainsin
Michigan, up 53% to $18.8 million through March, and to alesser extent Minnesota. Window and
door exports to this state were up 67 to $8.7 million.

The US Northeast, the largest destination for Canadian windows and doors, saw moderate growth in
the first quarter. Exportsto Satesin thisregion increased 15% to $71.1 million. New Y ork, the largest
export market for Canadian producers, saw a dight increase in window and door exports, up 1.8% for
the first three months of the year. The dowing of condruction gartsin the US South was dso fdt in
window and door exports to that region. Exports to the US South, the largest construction market in
the US, grew by just 6.8% to $43 million for the firgt three months of the year.

Firg quarter exports to offshore markets were mixed. Exports to the EU saw solid gains, increasing
23.6% to $6 million for the three months ending in March. Demand in Europe has strengthened
consderably because of the stronger economiesin most European countries including the United
Kingdom and France. The UK isthe leading export market for Canadian doors and windows in the
EU. Exportsto this country increased 13% to $2.8 million through the first three months of the yeer.

Despite making significant gains in 1999, Canadian window and door exports to Japan fdl 13% in the
first quarter of 2000 to $5.6 million. Exports to the Asa-Pecific region continued to tumble, dropping
77% for the first three months of the year.

The improving Canadian window and door market resulted in higher imports. Imports increased
11.7% to $56.3 million in the first quarter. Not surprising, Ontario accounts for the largest percentage
of window and door imports (31% or $17.5 million). Washington State was the largest source of
window and door imports at $8.6 million for the first three months of 2000. The US accounts for 97%
of dl imports. Wood doors account for 34% of al imports.

6.5 Marketsfor Certified Wood Products

The following was taken from Industry Canada s Manufacturing Industries Branch Market Trends and
Prospects 58" Session ECE Timber Committee, October 9-13, 2000.

During the past year, forest product companiesin dl regions of Canada have been actively
implementing one of the four certification systems used in Canada. The Canadian Standards
Association (CSA) reports that as of September 2000, over 21.5 million hectares of forest land have
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been certified following independent third-party audit. Thisland arearepresents dmost 33 million mg,
or nearly one-fifth of Canada s annud forest harvest.

The Canadian Sustainable Forestry Certification Coalition anticipates that by the end of 2003 some 92
million hectares of forest land will be certified in Canada. While nearly dl of this 95 million hectares of
forest land will be certified through the 1SO 14001 Environmental Management System Standard, an
esimated 36.5 million hectares of the total will also will certified under the CSA Sudtainable Forest
Management Standard, 9.5 million hectares will be certified under the Sustainable Forestry Initiative
sandard and 5.5 million hectares under the Forest Stewardship Council. Canadian industry isaso
actively promoting the mutua recognition of different systems which use third party certification asa
means of verifying compliance with one or more of the available sandards.
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Section 7: Strategic Indicator Tables

7.1 Market Segments

A. Construction Sector

|CONST RUCTION MARKET
|Country: Canada Previous Current Following
|Report Y ear: 2000 Caendar Cdendar Cdendar

Y ear Y ear Y ear
Total Housing Starts (thousand units) 155 165 163
--of which, wood frame (thousand units) naj naj na
--of which, stedl, masonry, other materidss (thousand ng) na) na
Junits)
--of total starts, resdentia (thousand units) 155 165 163
-—--of resdentia, single family (thousand units) 74 73 72
----of resdentia, multi-family (thousand units) 61 72 73
--of totd starts, commercid (thousand units) 20 20 18
Total Vdue of Commercid Congtruction Market (3US naj naj na
fmil)
Total VVaue of Repair and Remodeling Market ($US naj na
fmillion) I‘Hl
B. Furniture Sector
|FURNITURE & INTERIORS MARKET
|Country: Canada Previous Current Following
|Report Y ear: 2000 Caendar Cdendar Cadendar

Y ear Y ear Y ear
Total Housing Starts (number of units) 155 165 163
Tota Number of Households) 11 12 12
[Furniture Production ($US million) 5,743 6,030 6,645
Totd Furniture Imports (SUS million) 1,506 1,580 1,653
Totd Furniture Exports (US million) 3,285 3,449 3,849
Interiors Market Size ($US miillion) 3,964 4,161 4,431
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C. Material Handling Industry

IMATERIAL HANDLING MARKET

|Country: Canada Previous | Current /2 | Following /3
IReport Year: 2000 Cdendar | Cdendar | Calendar
Y ear Y ear Y ear

[New Pdlet Production (million units) nay naj na
Total Vaue of Exportsto the World (3US million) /1 112 104 138
Totd Vaue of Exportsto the US ($US miillion) /1 112 103 137
\Vaue of Exportsto the US as % of World 99.1% 99.6% 99.3%
Total Vaue of Imports from the World (3US million) /1 22 19 25
Tota Vaue of Imports from the US ($US miillion) /1 20 17 22
\VVaue of Imports to the US as % of World 89.3% 89.9% 90.0%

1 For HS code 4415

/2 For January - September

/3 Forecast
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7.2 Forest Area

|FOREST AREA
|Country: Canada Previous Current Following
|Report Y ear: 2000 Caendar Cdendar Cdendar_
Y ear Y ear Y ear
Tota Land Area(million ha) 922 922 922
Total Forest Area (million ha) 418 418 418
--of which, Commercial ('000 ha) 244572 244,600 244,600
----of commercid, tropical hardwood ('000 ha.) naj naj na
----of commercia, temperate hardwood ('000 ha.) 36,686 36,690 36,690
----of commercia, softwood (‘000 ha.) 163,863 163,882 163,882
|Forest Type
--of which, virgin (‘000 ha.) naj naj na
--of which, plantation ('000 ha.) nal r‘al na
--of which, other commercia (regrowth) (‘000 ha) nal na] na
Tota Volume of Standing Timber (thousand m?) 51,129,000 51,129,000] 51,129,000
--of which, Commercia Timber (‘000 n¥) 28,632,240] 26,160,000] 26,160,000
Annud Timber Remova (‘000 m?) 1/ 182,718 173,616 173,600
Annual Timber Growth Rate (‘000 m?) naj naj na
Annua Allowable Cut ('000 ) 236,500 232,800 232,800
1/ If Removals exceeds growth rate, andyze impact in text.
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7.3 Solid Wood Subsidies

WOOD PRODUCTS SUBSIDIES

|Country: Canada

Previous

Current

Following

|Report Y ear: 2000

Caendar

Cdendar
Year

Caendar

Tota Solid Wood Export Subsidy Outlay (SUS million)

3

Isthere aban on the export of logs, lumber, or veneer?
i

3

Are there export taxes (_y%/no)? 2/

3

Tota Wood Production Subsidy ($US million)

Scope (thousands of hectares)

gz 13

SAEEE

3 |3

Are there other wood products export expansion
activities? 1/

YES

YES)

yes

v If yes, describe in report.

2/ If yes, identify in Tariff and Tax Strategic Indicator Table.
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74 Tariffs& Taxes

FOREST PRODUCT

TARIFFS AND TAXES

(percent) Taiff Taiff Other

|Country: Canada Product Current | Following | Import | Total Cost |Export

|Report Y ear: 2000 Decription | Year Year |Taxes/Fees| of Import Tax
4401 0% 0%
4403 0% 0%
4404 0% 0%
4405 0% 0%
4406 0% 0%
4407 0% 0%
4408 0% 0%
4409 0% 0%
4410 0% 0%
4411 0% 0%
4412 0% 0%
4413 0% 0%
4414 0% 0%
4415 0% 0%
4416 0% 0%
4417 0% 0%
4418 0% 0%
4419 0% 0%
4420 0% 0%
4421 0% 0%
4422 0% 0%
4423 0% 0%
4424 0% 0%
4425 0% 0%

Pre-fabricated Houses, a subsection under 0% 0%

chapter 96
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For moreinformation, please visit these Web Links:

Export Development Corporation: http://www.edc-see.ca/

U.S. Foreign and Commercia Service Country Commericial Guide FY 2000, Canada:
http://ww.state.gov/iwww/about_state/business/com_guides/2001/wha/canada_ccg2001.pdf

Industry Canada (Forest Sector): http://strategis.ic.gc.calsc_indps/sectors'engdoc/fmbp _hpg.html

Council of Forest Indugtries: http://www.cofi.org

British Columbia Minigtry of Foress: http://www.gov.bc.calfor/

Nationa Forestry Database Program:  http://nfdp.ccfm.org/

Natura Resources Canada:  http://nrcan.gc.calcfs/proj/ppiab/sof/sof .html

The Canadian Department of Foreign Affairs and Internationa Trade:
http://www.df ait-maeci .gc.cal~ei cb/softwood/lumber-e.htm

Find Uson the World Wide Web:
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Vist our headquarter’ shome page a  http://www.fas.usda.gov for acompletelisting of FAS worldwide
agriculturd reporting.

Related FA S/Ottawa reports:
Report Number Title of Report Date

CA0162 Agreement Reached Over Rougher Header Lumber 10/13/2000
Dispute

CA0151 Canadian Hemlock Needs Makeover for Global 9/27/2000
Redity

CA0139 BC Forestry Firms Under Pressure to Lower Output 9/13/2000

CA0096 This Week in Canadian Agriculture, Issue 15 6/29/2000

CA0086 Government of Canada Appealsto CanadaUS 6/22/2000

Softwood Lumber Agreement Dispute Panel

CA0054 This Week In Canadian Agriculture, Issue 6 4/27/2000

CA9143 Canadian Exporters Continue to Rely on U.S. Market 1/7/2000
in 1999

Contact FAS/Ottawa by e-mail: usagr@istar.ca
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