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(F £ AJM What Did | Say Last Time? 2023 Take Home Points

Forest Economic Advisors

* Lumber consumption will see little growth through most of 2025.

« Capacity is expanding rapidly, but achieving nameplate output is difficult.

« Costs are elevated, and will hold prices higher.

» Supply is constrained outside of the US South.

* Recent fires will increase near-term supply, but decrease longer-run timber availability
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Homeownership is a Stretch for
Middle-Class Households
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Gap Between Actual Median Household Income and Qualified Income
(Qualified Income = Income needed for annual homeownership cost to equal no more than 30 percent of annual income)
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Real Home Prices Are Near Record Levels
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5425 000 Median Single-Family Home Prices in 2025Q2 Dollars
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New Single-Family Home Sizes is 14% Below 2015 Peak

Forest Economic Advisors

Mean Size of a New Single-Family Home in the US in Square Meters
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Home Prices are Falling in South and West Markets
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Zillow House Prices Across The US
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Interest Rates

ising

N
nWa
>N
S
re
©
O
-
.m
(v -
<
(@))
=
=
[T
Q
o
(T
@
i
-
D
o
@)
Q.
=
@)
O
d
N
)
(®))
-
(4]
—d
Q
L
-

R

Forest Economic Advisors

8.0%

30-Year Fixed Mortgage Rate

7.5%
7.0%
6.5%
6.0%

6.27%

5.5%
5.0%
4.5%
4.0%

4.03%

3.5%
3.0%
2.5%
2.0%

10-Year Treasury Yield

1.5%
1.0%
0.5%
0.0%

G2/50/60
G¢/s0/40
G2/s0/S0
G¢/s0/€0
G2/S0/10
vc/s0/LL
¥2/50/60
¥2/S0/L0
¥2/50/S0
¥2/S0/€0
¥2/G0/10
€2/S0/LL
€¢/50/60
€¢/50/L0
€2/50/50
€2/50/€0
€2/50/10
¢c/s0/LL
¢¢/S0/60
¢¢/s0/40
¢¢/S0/50
¢¢/S0/€0
¢¢/S0/10
L2/S0/L1L
1¢/S0/60
12/G0/.0
12/S0/S0
12/S0/€0
12/S0/10
02/S0/L 1L
02/50/60
02/50/.0
02/50/S0
02/50/€0
02/50/10
61/G0/11
61/50/60
61/50/.0
61/50/50
61/50/€0
61/50/10
81/90/1 1L
81/50/60
81/590/L0
81/G0/S0
81/50/€0
81/G0/10
LL/SO/LL
,1/50/60
L1/50/10
,1/50/S0
L1/S0/€0
L1/50/10

© 2025 Forest Economic Advisors, LLC.

www.getfea.com



The Progress Against Inflation Stalled
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Average of the last three months compared to the previous three-months at an annual rate
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Consumption Tax Increases Temporarily Spiked CPI
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Inflation in Japan in 1997 and 2014

Japan — Year-over-year Percent Change in CPI
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Excess Demand for Labor Has Been Wrung Out of

Economy
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4o Demand for labor minus supply for labor

2.0% Demand = employment + job openings

Supply = Civilian labor force
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m Where the Quit Rate Goes, Wages Follow
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Atlanta Fed Wage Tracker Median Wage Growth with 6-Month Lag
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The Fed Will Resume Their Easing Cycle; Mortgage

Rates Will Trend Down, But Remain Elevated
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Real GDP Growth Has Shifted to a Lower
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Trajectory

g0, Annualized Growth
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US Household Balance Sheets Are In Good Shape
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Household Debt Service* as a percent of Disposable Personal Income
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Housing Starts are Projected to Drop 1% in 2025 Before
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Bouncing back 2% In 2026 and 5% in 2027.

. US Housing Starts in Millions
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There is Tremendous Pent Up Demand And Strong

Demographic Tail Winds
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5Housing Starts, Millions US Pop. By Age, Millions
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Improvement Expenditures Will Decline But Remain

Elevated
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Billions of 2017 USD
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The US Housing Stock Has Aged Considerably

Median Age of Owner-Occupied Housing 44
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High Mortgage Rates Are Causing Rate Lock
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Share of Mortgages
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Swelling Home Equity and Lower Interest Rates Will
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Support Residential Improvements Spending in 2025-26

Real Homeowners’ Equity in Real Estate in Billions of 2024 US Dollars
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More than 80% of US Mortgage Borrowers

Have At Least 30% Equity in Their Homes
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Distribution of Loan-to-Value Ratios Among US Mortgage Borrowers
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Canada Has A Competitiveness Problem
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Output per Worker per Hour, 2000Q1=100
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Canadian Household Debt is in the Stratosphere
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Household Debt as a Percent of Disposable Income
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Starts Will Fall Initially, but Trend Higher
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Housing Starts, Thousand Units
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Sawntimber Consumption Will See Little Growth
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North American Sawntimber Exports Will Increase

Forest Economic Advisors B ut Re m a i n We a k
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Chinese Residential Construction is Down Bigly

From Pre-Pandemic Level
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Cumulative Square Meters of Newly Started Residential Construction (Billions)
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China Remains Reliant of Manufacturing Exports
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China Manufacturing Trade Surplus as a Percent of GDP, 4-quarter moving average
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53%

China: Manufacturing PMI (Seasonally Adjusted)

China’s Manufacturing Sector Is In A Multi-Year Decline
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Chinese Birth Rate is Collapsing
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China Live Births
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Softwood Sawntimber Imports Will Fall, But Remain

Elevated Relative To The Past Decade

Forest Economic Advisors

Million m3 North American Offshore Softwood Sawntimber Imports
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North American Softwood Sawntimber Capacity Changes | 2023-
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:K

Type of Change

ICIosure
I Expansion

New

Size of Change

() 400,000 M2

O 160,000 M3

O 80,000 M?
Region Capacity Change (Thou. M?)
West 237
South 3,038
Other -61
East of Rockies -544
BC -1,562
m= Microsoft Azure ©2025 TomTom Feedback Total 1,109
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South Softwood Sawntimber Capacity Changes | 2023-2025

www.getfea.com

© 2025 Forest Economic Advisors, LLC.

Type of Change

ICIosure
I Expansion

New

Type of Change Capacity Change (Thou. M®)

Closure -1,914
Expansion 1,048
New 3,904
Total 3,038
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The Softwood Sawtimber Supply Conditions in the US South Are

Driving Capacity Expansion
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Growth and Drain, Inventory,
Million m3 Million m3
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West Softwood Sawntimber Capacity Changes | 2023-2025
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Type of Change
Qo ICIosure
@ @ IExpansion
. (]
New

Type of Change Capacity Change (Thou. M?)

Closure -1,166
Expansion 1,123
New 280
Total 237
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The Outlook for Available Log Supply in the US West

Coast Continues to Erode
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Private Softwood Sawtimber Sustainable Yield, US West Coast

BBF, Int'l 1/4"
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BC Softwood Sawntimber Capacity Changes | 2023-2025
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Type of Change

ICIosure
I Expansion

Type of Change Capacity Change (Thou. M?)

Closure -2,498
Expansion 936
Total -1,562
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in British Columbia
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British Columbia Annual Allowable Cut
Million m3
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Source: BC Ministry of Forests, FEA
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There are Multiple Factors Constraining Timber Supply

The primary reason for the drop is the decline of
salvageable beetle-killed logs from the mountain
pine beetle (MPB) epidemic. The infestation killed
an estimated 54% of the 1.35 billion cubic meters
of merchantable lodgepole pine resource. The
province is also dealing with the largest spruce
bark beetle since the 1980s.

The province has also experienced record-level
wildfires in recent years, and the risk of future
severe wildfire seasons remains elevated.

Efforts to protect the habitat of southern mountain
caribou herds will likely remove timberland from
the timber-harvesting land base.

The province placed a harvest deferral on old-
growth forests, further removing land from the
timber-harvesting land base.

Current projections of the Interior’'s AAC show a
10% decline over the 2025-34 period.
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East of the Rockies Softwood Sawntimber Capacity Changes |

2023-2025
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Type of Change

ICIosure
I Expansion

East of the Rockies

Type of Change Capacity Change (Thou. M?)

Closure -704
Expansion 160
\ Total -544
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Opportunities to Increase Harvest Levels in Eastern

Canada Will Be Increasingly Limited

Million m3
35
30
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| .
0
Quebec Ontario Alberta Atlantic Provinces Prairie Provinces
Source: FEA B Current AAC = 2023 Estimated Harvests © 2025 Forest Economic Advisors
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Duties And Tariffs Are Up Sharply
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ARG Final Determination (Revised) & Section 232 Tariffs
Antidumping Duty Countervailing Duty  Section 232

Canfor 35.47% 12.12% 10.00% 57.59%
West Fraser 9.65% 16.82% 10.00% 36.47%
All Others (Canada) 20.53% 14.63% 10.00% 45.16%
Offshore Imports N/A N/A 10.00% 10.00%
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Prices Will Continue Moving Higher in 2026-27
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Western SPF 2x4, $US/M3
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Duties And Mill Closures Have Caused Prices To

Forest Economic Advisors S u rg e

Change From 2023-Oct 2024 Average
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US Consumers Are Willing To Pay Higher Prices
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Big Changes In Lumber Prices Decrease Affordability

Less Than A 10 Basis Point Increase in Interest Rates

Forest Economic Advisors

A 25% Increase in All Lumber and Panels Prices Would Add about $23
to a Typical Mortgage Payment on a New Home

End of Post-

2024Q4 End of Post- Feb 2025 Tariff Costat  Cost at % New Changein
Usage Feb.2025 Tariff Pricew/ Pricew/ Feb 2025 Post-Tariff Changein Home Monthly
Rate* Del. Price Del. Price Markup Markup Prices Prices Costs Price* Payment**
Western SPF 13,974 BF 625 781 731 914 $10,218 S 12,773 S 2,555 0.6%
0SB (7/16 Inch) Southen 10,522 Ft2 400 500 452 565 S 4756 S 5945S 1,189 0.3%
Plywood (15/32 inch) Southern 1,589 Ft2 580 725 655 819 S 1,041 S 1,302 S 260 0.1%
Total $16,016 S 20,020 S 4,004 1.0% $23.28

* Assuming new home is 2,410 square feet and costs $420,000
** Assuming 30-year term, 6.65% interest rate, and 10% downpayment

Source: FEA
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Sawntimber Take Home Points
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 We have likely seen the bottom to the current cycle, but consumption will not see strong
growth over the next year.

« Exports will remain weak, driven mainly by an increase in SPF from Canada and
southern yellow pine.

* Imports will fall, but remain elevated as European and Chinese consumption continues to
struggle.

» Tariffs and rising duties will bolster sawntimber markets.
« Costs remain elevated, especially for western species.
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Question?

Forest Economic Advisors

Paul Jannke
Principal,
1-978-496-6336
pjannhke@getfea.com
www.getfea.com
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