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"TH3035" — Hardwood imports are increasing as Thai furniture manufacturers shift production towards
exports of furniture and construction of higher-end homes. Thailand's 2012 hardwood imports from the
United States totaled more than $29 million while imports of softwood and treated lumber totaled more
than $4 million.



General Information:

Executive Summary

A ban on logging and stringent measures that protect forest conservation have limited the supply of
hardwood timber coming from Thailand’s national forests. As a result, Thai wood manufacturers have
had to rely heavily on domestic para-rubber wood supplies and hardwood imports.

Export-oriented Thai wood furniture manufacturers continue to seek alternative hardwood materials to
keep up with demand from high-end furniture consumers and avoid para-rubber wood price
fluctuations. In addition to growing international demand for Thai furniture, Thailand’s real estate
market has also benefited from the government's policy that provides incentives for first-time home
buyers. Increased government support in housing activities bodes well for Thai interior designers,
particularly since high-end consumers prefer hardwood (i.e. oak wood) for flooring and customized
projects. Thai construction companies and interior designers expect the demand for hardwood flooring
to continue trending upward. In 2012, Thailand’s hardwood imports totaled more than $358 million.

Demand for coniferous wood or softwood is also increasing. In 2012, imported softwood products
totaled more than $66 million. Thai manufacturers use softwood for pallets, packaging, and higher-
premium quality softwood for housing and furniture. Hardwood and softwood products can

be interchangeable materials for housing and furniture applications depending on consumers'
preferences.

Production and Trade

An estimated 33% of Thailand’s total land area is covered by forest. Production of hardwood timber
from Thailand’s national forest is limited due to a ban on logging and stringent measures that protect
forest conservation. The production of hardwood timber from national forest areas, particularly teak, is
only allowed from land managed by the state-run Forest Industry Organization (FIO). According to the
FIO, it manages approximately 1.2 million rai (192,000 hectares) of forest land, with estimated annual
production of 100,000 — 200,000 cubic meters. The FIO is the only government agency that is
authorized to buy and sell confiscated teak wood.

The largest source of domestic hardwood in Thailand comes from para-rubber wood. Total planting
area for para-rubber wood trees is estimated at 18 million rai (2.9 million hectares). Annual para-rubber
wood production is only around 5-6 million cubic meters, which generated an estimated 90,000 million
baht ($3 billion) for the Thai economy. The attractive price of natural rubber sheet in 2010 and 2011 at
105 Baht/kg and 132 baht/kg ($3.50/kg and $4.40/kg respectively) encouraged farmers to prolong the
tapping of rubber trees, which resulted in the upward pressure of domestic price of para-rubber wood.
Wholesale prices for para-rubber wood in the beginning of 2012 were 440 baht/cubic feet ($15/cubic
feet) compared to an average of around 300 baht/cubic feet ($10/cubic feet) in the previous year.

Over the past several years, Thai manufacturers have been shifting their production towards exports of
Thai furniture and construction of homes for higher-end consumers. It’s estimated that about 70 percent



of Thailand’s wood furniture production is exported. Thai manufacturers, however, have had to rely on
imports of tropical and temperate hardwood to meet demand because of high prices for domestic para-
rubber wood and logging and forest conservation limitations. While Thai furniture manufacturers prefer
to produce furniture for the export market because of higher profit margins, most of the hardwood
imports for the construction sector are low-grade tropical hardwood from Malaysia and Indonesia.
High-value tropical hardwoods imports like teak, rose, and Ma-Ka (Afzelia Xylocarpa Criab) are
coveted by interior designers and furniture manufacturers and sourced mainly from Laos and Burma.
Imports of high-value temperate hardwood are mainly from the United States and also used for furniture
production. Despite the higher cost, Thai furniture manufacturers utilize U.S. hardwood because of its
Forest Stewardship Council (FSC) certification which assures customers that the wood materials are
produced in a sustainable manner. Manufacturers, in return, are able to parlay the certification into
better returns on their high-value finished products.

In 2012, Thailand’s hardwood imports totaled $358 million, a 12 percent increase from 2011 (Table 1).
Hardwood imports from the United States increased 57 percent in 2012, totaling more than $29 million.
In addition, Thai imports of softwood and treated lumber increased 30 percent to more than $66 million
in 2012 (Table 2). Imports of U.S. softwood and treated lumber increased 210 percent from the same
period last year to $4 million in 2012. Currently, U.S. softwood exports to Thailand are primarily used
for knock-down housing construction, decks, and furniture.

Market Segment Analysis

Furniture & Interiors Sector

The furniture industry is one of the major export-oriented industries in Thailand with average export
earnings of $1 billion per year. Total furniture exports in 2012 fell to $1.14 billion compared to $1.16
billion in 2011 due to unfavorable global economic conditions. A new law increasing the minimum
wage to $10 from $7 is also likely to adversely affect furniture producers.

The Thai furniture and home furnishing sectors benefited from severe floods that took place in 2011 as
companies and residents needed to replace their damaged possessions. The Thailand Kasikorn Research
Company estimated the total value of the Thai furniture market in 2012 was about 59,000 to 60,000
million Baht (about $2 billion), an increase of 7 to 10 percent compared to the previous year.

The Thai Furniture Industries Association (TFA) is encouraging Thai furniture manufacturers to
produce higher quality products that focus on high-end consumers and the export market. The TFA
recently formed a cluster which comprises 130 Thai furniture brands and suppliers to compete with
Chinese and Vietnamese furniture manufacturers. The Thai cluster focuses on exchanging information
on designs, quality control, and technology transfer for product development. They also encourage
manufacturers to replace para-rubber wood with higher quality U.S. hardwood to produce furniture
products.

Table 1: Thailand Import of Hardwood
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Table 2: Thailand Import of Softwood and Treated Lumber
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Government incentives are fueling the construction of new homes in Thailand. Construction of new
housing increased significantly in 2012 primarily due to the government's property stimulus package
which includes a 5-year tax break for new homes valued at less than 5,000,000 Baht ($166,600). First-
time home buyers can also qualify for a 10 percent income tax reimbursement that continues for 5
years. In addition, the expansion of the rapid mass transit system in the Bangkok metropolis areas has
also encouraged developers to invest in new condominium projects.

According to the Bank of Thailand, the number of new residential properties in Bangkok Metropolis
and surrounding areas increased significantly to 101,637 units in 2012 compared to 81,856 units in 2011
(Table 2). The number of new condominiums in 2012 jumped to 58,089 units, a 67 percent increase
from 34,734 units in 2011. As a result of the new developments, flooring manufacturers have received
advanced orders of both engineered and laminated flooring materials from developers for the next 3 to 4
years.

Use of oak wood engineered flooring materials has also trended upward over the past couple of years.
High-end condominiums, which cost 100,000 baht per square meter (sq. m.) ($3,330/sq. m.) use
imported wood materials for its floorings. U.S. oak wood engineered flooring materials account for 10
to15 percent of Thailand's total flooring demand. Prices for oak wood engineer flooring average 1,200
baht per sq. m. versus 400 baht per sq. m. for laminated flooring. Industry sources indicated that Thai
developers rarely use Chinese laminated materials because of their poor quality. Thai architects and
interior designers also prefer to use oak wood due to its affordability compared to other U.S. hardwoods.

Table 2: Key Residential Indicators
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Material Handling Industry

In response to demands from international trading partners, the Thai National Shippers' Council has
introduced the use of plastic, paper, and foam as alternative shipping and packing materials. Wooden
pallets, however, are still the preferred packing material choice for export-oriented manufacturers



because of its durability for heavy shipments. In addition, the cost of wooden pallets is cheaper than
plastic pallets.

Thailand relies on imports of wooden pallets due to insufficient domestic supplies. Most wooden
pallets use pine wood from Australia and New Zealand.

Table 3: Pallet Usage
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