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Collapse in Housing 
+ 

New Capacity 
=

“Mess”

Current Conditions: Lumber & Wood Products

Current Conditions

US Housing Starts, Seasonally Adjusted Annual Rate

Source: RISI, Lumber Commentary
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Demand Has 
Collapsed - - -
YTD thru Aug 

Consumption of 
Softwood Lumber is 
Down approx. 25%

Current Conditions: Lumber & Wood Products

Source: RISI, Lumber & Panels Commentary

Softwood Lumber Consumption

Current Conditions
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Demand Has 
Collapsed - - -
YTD thru Sep 

Consumption of 
Structural Panels is 
Down approx. 24%

Current Conditions: Lumber & Wood Products

Source: RISI, Lumber & Panels Commentary

Structural Panels Consumption

Current Conditions
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Even After the Run-
up in Prices over the 

Last 3-4 Months, 
Framing Lumber 

Composite is Down 
14% y/y in Sep

Current Conditions: Lumber & Wood Products

Source: Random Lengths, RISI, Lumber & Panels Commentary

Framing Lumber Composite
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Even After the Run-
up in Prices over the 

Last 3-4 Months, 
Structural Panels 

Composite is Down 
12% y/y in Sep

Current Conditions: Lumber & Wood Products

Source: Random Lengths, RISI, Lumber & Panels Commentary

Structural Panels Composite

Current Conditions
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Current Conditions: Lumber & Wood Products

Current Conditions

Hardwood Lumber Industry Also Hard Hit

Exposure to 
Construction-related 

Markets

Continued Pressure 
From Furniture Imports

Growth  in Fast-Growing 
Exotic Hardwoods

Flooring

Cabinetry

Furniture

Bamboo, 
Eucalyptus, etc.
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Current Conditions: Market Pulp

Source: RISI - Pulp & Paper Week

Prices Have 
Rebounded Sharply 

Since Late Q1

Current Conditions

NBSK and SBSK Prices
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Current Conditions: Newsprint

Current Conditions

Source: RISI – Paper Trader, PPPC

Severe Cyclical 
Downturn Has 

Accelerated Secular 
Changes

Newsprint Consumption Off Sharply in US
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Current Conditions: Newsprint

Current Conditions

Source: RISI – Pulp & Paper Week

Newsprint Prices are 
Down 42% y/y in Sep

AbitibiBowater
Bankruptcy Has 

Contributed

Prices Have Fallen Sharply in Recent Months
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Current Conditions: Newsprint

Current Conditions

Source: Audit Bureau of Circulations

Most of the Decline is 
Ad Lineage.  But 

Falling Circulation is 
an Increasing Issue

Circulation for Major US Dailies
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Current Conditions: Newsprint

Current Conditions

Net Result = Financial 
Pressure Mounting on 

Publishers

Chicago Tribune & 
Philadelphia 

Newspapers both in 
Bankruptcy

Dailies in Denver, 
Seattle, etc 
Shuttered

Boston Globe’s 
Future?

Detroit Free Press 
and Detroit News go 
to 4 days of Delivery
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Current Conditions: Printing & Writing Papers

Current Conditions

Source: AF&PA

UFS Hit by Drop-off 
in Commercial 

Printing, Weakness 
in Financial Services, 
and Negative Secular 
Trend - - - YTD thru 
Aug, Shipments are 
Down approx. 15%

Uncoated Free Sheet (UFS) Shipments
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Current Conditions: Printing & Writing Papers

Current Conditions

Source: AF&PA

CP Hit by Drop-off in 
Magazine and 

Catalog Business. 
YTD thru Aug, 

Shipments Fell 27%, 
Magazine Advertising 
Pages Fell 29.5% y/y

in Q2’09

Imports Have Also Been an Issue

Coated Paper (CP) Shipments
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Current Conditions: Paperboard

Volumes Have Been Very Weak; Domestic Prices Have Held Up Remarkably

Domestic Containerboard Production off Sharply - - - YTD (thru Aug) Linerboard 
Operating Rate = 82.6% (08 YTD = 94.5%)

Pricing Has Been Rougher Offshore – Especially, European Containerboard

Current Conditions
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Current Conditions: Containerboard Market

Source: Fiber Box Association

Domestic Demand off 
Sharply - - - YTD thru 
Aug, Shipments are 
Down approx. 10%

Current Conditions

Box Shipments
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Current Conditions: Containerboard Market

Source: AF&PA

Export Volumes Have 
also Weakened - - -

YTD thru Aug, 
Linerboard Exports 
are Down approx. 

20%

Current Conditions

US Linerboard Exports
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But, Costs Have Fallen – Especially, for Recycled Mills

Current Conditions: Containerboard Market

Source: RISI – Pulp & Paper Week

Though up 59% q/q, 
Waste Paper costs 
are still -25% y/y, 
Spot Natural Gas 
Prices Currently 

Below $2.50/MMBtu

Current Conditions

OCC Prices

Energy, Chemical, and Transportation Costs Have Also Eased
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Prices Have Eased, But Far Less Than We Would Have Expected

Current Conditions: Containerboard Market

Source: RISI – Pulp & Paper Week

Linerboard Prices are 
Down About 13% y/y

Current Conditions

Linerboard and Corrugating Medium Prices

… Despite Bankruptcy Filing by #2 Producer
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Current Conditions: Containerboard Market

Current Conditions

Consolidation & 
Supply Discipline

IP Taking Widespread 
Downtime

Smurfit, GP and PCA 
Also Taking 

Significant Downtime

Temple and Several 
Smaller Players Also 

Taking Downtime

Why?
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Key Issues

Key Issues

Cyclical Pressures  
are Most Acute in 

Memory

Drop in Consumer 
Activity

Inventory and 
Working Capital 

Drawdowns

Pressures Most 
Severe in Newsprint 

and P&W

Separating Cyclical 
Pressures from 
Secular Trends

Secular Pressures 
are Accelerating
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Key Issues

Key Issues

Pressures Seem Certain 
to Mount in Some 
Offshore Markets

Healthy Margin Spreads, Black 
liquor Credits, Tax Shields and 

Limited Capex are Allowing 
Some Companies to 

Significantly Deleverage
(Examples: IP, RKT, TIN)

Pressure on Leveraged P&W 
Producers, Wood Products and 

Timberland

Will Financial Pressures Mount?

Pressures in NA is Mixed

In Europe, Pressure on 
Both Public Companies 

and Private Players

Will we See Pressure on TIMO’s
to Monetize?
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Key Issues

Offshore

In US, more moves in:
Wood Products
Newsprint
Specialty Papers
Boxboard
Containerboard

More Consolidation Appears Inevitable

North America

OSB Market is Ripe for Moves
Smurfit-Stone as well as 
Smaller Containerboard 
Producers

Potential Candidates:
Stora/UPM
SmurfitKappa/SCA 
Packaging
M-real/???

Recent Transactions:
VCP/Aracruz
CMPC/Fibria’s Guaiba
Unit
Arauco & Stora/ENCE’s
Uruguayan Operations
UPM takes over 
Botnia’s Uruguayan 
Operations

Europe Asia / Latin America

Key Issues
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Key Issues

Key Issues

Resolution?

Virtually All Segments in 
NA Need to Rationalize

Europe Needs to 
Consolidate & Rationalize

Supply Issues Exist 
in Every Region

Key Issues:

Newsprint

Containerboard

Canada 

Key Issues:

Wood Fiber Supplies in Scandinavia

High Production Cost

Capacity Overhang in Many Key 
Commodities
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Key Issues

Key Issues

Black Liquor Credits and 
Beyond?

Credits Appear Virtually “Safe” Thru 
Yr-end

Treatment of Silviculture and Timberland

Key Focus Now Is The Energy Bill

Treatment of Energy Intensive Industries 
Like P&P

− Adjustment Periods

− Position vis-à-vis Foreign Competitors

− Production of Biomass-Derived Energy

• “Green Credits”

− Biomass Crop Assistance Program
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What’s Ahead for Timberland Owners

What’s Ahead 

End Markets Have Changed and Will Continue To Change

Lumber and Panel Markets Shifted Toward Engineered Products

− Reducing Demand for Large Logs

Traditional Hardwood Markets Have Shifted

− Need to Rethink to Whom and How You Sell

Demand for Many Paper Products In Structural Decline

− Printing and Writing Grades Are Most Vulnerable

− Packaging Grades Most Competitive

Increased Competition From Offshore Producers is Certain
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What’s Ahead for Timberland Owners

What’s Ahead 

At the Same Time, New Opportunities Emerging

Biomass 
and 

Biofuels

Carbon 
Credits

Watershed/
Landscape 
Protection

Mineral 
Rights

Growing 
Interest in 

Sustainable 
Products/
Forestry

Consideration 
of New Tree 

Crops

Economic 
and Political 

Debate

Economic 
Impact For 

Forest 
Owners?

Domestic 
and 

Offshore
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What’s Ahead for Timberland Owners

What’s Ahead 

There Is Also Need to Rethink Industry Organization

Industrial Forest Products Companies Are Exiting Timberland

− Historically, They are Key Players in Lobbying and Research

− While They Will Share Interests With You, Their Interests Will Also 
Differ

Position/Behavior of Timber REITs?

Many New Owners Have Shorter/Less Certain Investment Horizons

− Examples: Harvard Endowment, Ohio Public Employees, etc.
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What’s Ahead for Timberland Owners

What’s Ahead 

Strong Political Advocacy is 
Essential

Support for Continued Forestry/
Forest Products Research

What Does It 
Mean???

Foreign Trade Issues

Domestic Tax Policy

Energy and Environmental Issues

USDA

State Universities

Plant Genetics Firms
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What’s Ahead for Timberland Owners

What’s Ahead 

Assessing Your Position?

Cyclical and Structural Pressures on Customers

− Weakening US$ Is Enhancing Global Competitive Position

“HBU” Mania Has Eased

Fallout From Crisis on Timberland Values and TIMO Investors Unclear

South’s Competitive Position Within NA Industry Remains Strong

Need to Reconsider How/Where “Value” is Created

Your Must Have a Strong Voice!

− Trade Issues, Energy Legislation, etc.
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Your Questions

Discussion
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Important Disclosures
Additional Information Available upon Request

Appendix 1

For disclosures pertaining to recommendations or estimates made on a security mentioned in this research, please see the most 
recently published company report or visit our global  disclosure look-up page on our website at http://gm.db.com.

Analyst Certification:  The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the subject 
issuers and the securities of those issuers.  In addition, the undersigned lead analyst(s) has not and will not receive any compensation for providing 
a specific recommendation or view in this report. -Mark Wilde
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Deutsche Bank

Buy: Based on a current 12-month view of total shareholder return 
(TSR = percentage change in share price from current price to 
projected target price plus projected dividend yield), we recommend 
that investors buy the stock.

Sell: Based on a current 12-month view of total shareholder return, 
we recommend that investors sell the stock.

Hold: We take a neutral view on the stock 12 months out and, 
based on this time horizon, do not recommend either a Buy or Sell.

Notes:

1. Newly issued research recommendations and target prices 
always supersede previously published research.

2. Ratings definitions prior to 27 January, 2007 were:

Buy:  Expected total return (including dividends) of 10% or more
over a 12-month period

Hold: Expected total return (including dividends) between -10%
and 10% over a 12-month period

Sell: Expected total return (including dividends) of -10% or
worse over a 12-month period

Equity Rating Key Equity Rating Dispersion and Banking 
Relationships
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Regulatory Disclosures

1.  Important Additional Conflict Disclosures

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the “Disclosures Lookup” and “Legal” tabs.  
Investors are strongly encouraged to review this information before investing.

2.  Short-Term Trade Ideas

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent or inconsistent with Deutsche 
Bank’s existing longer term ratings.  These trade ideas can be found at the SOLAR link at http://gm.db.com.

3.  Country-Specific Disclosures

Australia: This research, and any access to it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act.

EU countries: Disclosures relating to our obligations under MiFiD can be found at http://globalmarkets.db.com/riskdisclosures.

Japan: Disclosures under the Financial Instruments and Exchange Law: Company name – Deutsche Securities Inc.  Registration number – Registered as a 
financial instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117.  Member of associations:  JSDA, The Financial Futures Association 
of Japan.  Commissions and risks involved in stock transactions – for stock transactions, we charge stock commissions and consumption tax by multiplying the 
transaction amount by the commission rate agreed with each customer.  Stock transactions can lead to losses as a result of share price fluctuations and other 
factors.  Transactions in foreign stocks can lead to additional losses stemming from foreign exchange fluctuations.

New Zealand: This research is not intended for, and should not be given to, “members of the public” within the meaning of the New Zealand Securities Market 
Act 1988.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any appraisal or evaluation activity 
requiring a license in the Russian Federation.
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Deutsche Bank

Global Disclaimer
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively “Deutsche Bank”). The information herein is believed to be reliable and has been obtained from public sources believed to be 
reliable.  Deutsche Bank makes no representation as to the accuracy or completeness of such information.

Deutsche Bank may (1) engage in securities transactions in a manner inconsistent with this research report, (2) with respect to securities covered by this report, sell to or buy from customers on a principal basis, and (3) consider this report in 
deciding to trade on a proprietary basis.  

Opinions, estimates and projections in this report constitute the current judgment of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank 
has no obligation to update, modify or amend this report or to otherwise notify a recipient thereof in the event that any opinion, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. Prices and availability of 
financial instruments are subject to change without notice. This report is provided for informational purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading 
strategy.

The financial instruments discussed in this report may not be suitable for all investors and investors must make their own informed investment decisions.  Stock transactions can lead to losses as a result of price fluctuations and other factors.  If 
a financial instrument is denominated in a currency other than an investor’s currency, a change in exchange rates may adversely affect the investment.  Past performance is not necessarily indicative of future results.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor’s home jurisdiction. In the U.S. this report is approved and/or distributed by Deutsche Bank Securities Inc., a 
member of the NYSE, the NASD, NFA and SIPC. In Germany this report is approved and/or communicated by Deutsche Bank AG Frankfurt authorized by the BaFin. In the United Kingdom this report is approved and/or communicated by 
Deutsche Bank AG London, a member of the London Stock Exchange and regulated by the Financial Services Authority for the conduct of investment business in the UK and authorized by the BaFin. This report is distributed in Hong Kong by 
Deutsche Bank AG, Hong Kong Branch, in Korea by Deutsche Securities Korea Co. and in Singapore by Deutsche Bank AG, Singapore Branch. In Japan this report is approved and/or distributed by Deutsche Securities Inc. The information 
contained in this report does not constitute the provision of investment advice. In Australia, retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product referred to in this report and consider the 
PDS before making any decision about whether to acquire the product. Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register Number in South Africa: 1998/003298/10). Additional information 
relative to securities, other financial products or issuers discussed in this report is available upon request. This report may not be reproduced, distributed or published by any person for any purpose without Deutsche Bank's prior written consent.  
Please cite source when quoting.
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