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RAYMOND JAMES | Daryl Swetlishoff, CFA

. BA (1992) & MA (1994) in Applied Economics, University of Victoria
. Chartered Financial Analyst (CFA) designation (2004)

. Economist with the BC Forest Service (1994-99) focused on timber supply, timber pricing
and market access (Can/USA softwood lumber dispute)

. Joined Raymond James Ltd Nov. 2001; appointed Paper & Forest Products Analyst Jun
2003

. Member of BC Working Roundtable on Forestry (2008-09)

" Ranked #1 Paper & Forest Products analyst by Brendan Wood International for past 12
consecutive years (2010-21)

. Appointed Raymond James Ltd. (Canada) Head of Research in May 2008

" Responsible for ~40 Research & Publishing professionals covering ~275 public equities



RAYMOND JAMES | The Leading Trader in the Forest Products Sector

BLOCK VOLUME TRADED - LAST THREE YEARS
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RAYMOND JAMES | The Raymond James Super Cycle Thesis — March 2010

MARCH 29, 2010
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Peak Lumber - A Super Cycle Looms SECTOR SUMMARY

Investors familiar with the concept of “Peak Oil” may question its application
1o a renewable rezource such as timber. However, bazed on our examination of creTox cnn ey oy

demand and supply trends, we conclude that North American lumber markets s 600
are poised to experience their own version of sustained elevated pricing MARKET PEAFORM 3«

assoclated with structural supply deficits. Accordingly, we i to oo TR 0 550
advecate building positions in BC lumber company stocks in anticipation of a WITTEX G HME N Mdess

lumber “super cycle”. For investors that can accept reduced trading liquidity, 'm,m o et :\"mv:.::

we highlight Interfor as our top small cap pick. For those with a larger cap 500
bent, we highlight West Fraser's industry leadlns margins and Canfor's Gosing price: &3 06 2644310

improved performance and superior trading liq: . As rents tend ‘“9"' 6 G3. 3 oeratse 0o, 450

to ultimately accrue in timber, we can also nuke a value case for TimberWest. —

Cash Positive Performance Backstops Value Play - Last spring lumber
producers were awash in a sea of red ink as lumber prices held well below

€ 400
&

cash costs of even low cost producers. We expect the imbalance was mainly __E_ 350 e Benchmark WSFP 2X4
related to an over investment in log inventory - a mistake that producers @
avoided this year. As forecast in our Sep-22-09 INsight, “Bialding Maferials: 12 300
Decp Value Proposition Prompts Upgrades,” a mild recovery in US. housing >
starts coupled with a severely depleted supply chain resulted in a 35% lift in 250
YTD benchmark pricing. While lumber prices are likely to fall off seasonally
during 2H10, we expect pricing to remain above cash breakeven levels over
our forecast horizon — a necessary condition for a deep value investment 200
Looming Lumber Super Cycle - Over the next two years (using consensus 1 50
inputs) our proprietary R] U.S. housing model forecasts a mild recovery in
total U.S. housing. This combined with our expectation for structural capacity 1 00
1

declines and increasing offshore (Asian) lumber shipments results in
sequentially better operating rates and annual average lumber pricing. We
expect lumber stock valuations to lead lumber price recovery and for the
equities to eventually reflect peak normalized valuations reprezenting more
than 100% upside to current trading value. Post 2013, we see the stars aligning
for a lumber super-cycle with the potential for benchmark lumber prices to
sustainably exceed C$500/mfbm. This would enable Canadian lumber
prod to put up imp EBITDA numbers - retumning multiples of
their market cap. Applying peak EV/EBITDA multiples results in theoretical
targets averaging 200% above current trading levels.
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Source: Raymond James Ltd., Random Lengths

Published by Raymond James Lid., a Canadian investment dealer.
Please see end of INsight for important disclosures. www.raymondjames.ca
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RAYMOND JAMES | BC Lumber Shipments to China

Chinese Offshore Shipments since 1Q05

Data originally quoted in m3. a 1.6 m3/mfbm conversion ratio is applied. 2Q21 N/A
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RAYMOND JAMES | US Housing Starts

Distribution of Total US Housing Starts Since 1990

2,500
2019A |2020A 2021A 2022E 2023E 2020A 2021A 2022 2023F
Housing Starts - Single Family (000s) 888 991 1,127 1100 1,175 991 1128 1172 1154
w 2000 Housing Starts - Multi Family (000s) 402 383 474 GO0 525 389 473 490 450
o= Housing Starts - Total 1,290 | 1,380 1,601 1,700 1,700 1,380 1,601 1662 1,604
o
'; New Home Sales 683 822 7711 750 800 822 7114 809 836
g New Home Price - Median (5000s) 53215 (53369 5397.1 54250 S$4500 53360 $393.1 54228 54387
= 1,500 Existing Home Sales 5340 | 5640 6,127 5700 6,000 5640 5946 5737 5,629
3 Existing Home Price - Median (3000s) 2719 |$2967 53459 %3800 $4000 $196.7 $345.9 $3716 53879
%)
n 30-Year Fixed Mortgage Rates: 39% 31% 30% 52% 50% 31%  3.0% 43% 45%
g 1000 Y/Y % Chg.
(:9 ’ I Housing Starts - Single Family 1% 12% 14%  (2%) 7% 1%  14% 9% (2%)
; Housing Starts - Multi Family 7% (3% 22% 27%  (13%)| (3% 22% 4% [8%)
= Housing Starts - Total 3% 7% 18% 6% 0% 7% 16% % (4%)
i - New Home Sales u% | 0% (6% (3% 7% 0% (6% 5% 3%
= New Home Price - Median (2%) 5%  18% 7% 6% 5% 17% 8% 4%
Existing Home Sales 0% 6% 9%  (7%) 5% 9% 5% [(4%)  (2%)
Existing Home Price - Median 5% 9% 17%  10% 5% 9%  17% 7% %
0 30-Year Fixed Mortgage Rates: (11%) | (21%) (3% 72%  (4%) (19%) (3%  44% 5%
g ‘\‘1‘ ; b4 = 2 Sources: U.S. Census Bureau, National Assoclation of Realtors, Mortgage Bankers Association, National Assoclation of Home Builders,
9 9 9 ,'Z] g] R Q R ﬁ' R R R = = Q R Fannie Mae, and Raymond James research. Data as of April 2022.

Raymond James USA Housing Outlook

YTD 2022

m Single Family Starts = Muki Family Starts

Source: US Census, Raymond James Ltd.



RAYMOND JAMES | US Mortgage Rates and Raymond James Housing Affordability Index

30-Year Fixed Mortgage Rate Full Homeownership Costs vs. Median Family Income: 1990-2022
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Source: Freddie Mac, Raymond James Ltd.

Peak = 39.7%

2006 Cost to Income ;

30-Year Median
Ownership Cost
Percentage = 29.6%

April 2022:
Cost to Income (30Y FRM) = 35.0%
Cost to Income (5/1 ARM) = 32.7%

— Housing Cost (30Y FRM) % of Family Income
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2012 Cost to Income
Trough = 24.5%
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RAYMOND JAMES | The Pandemic Unleashed an Explosion of Household Formation

US Household Formation

Annual U.5. Household Formation: 1967-2026E
{2-Year Rolling Average)

2.75
| Pandemic Accelerates Wawve OF
250 S5-Year Average | New Household Formation.
Annual U.5. 2020 Est. = 2.3 Million
2.25 Household Formation 2021 Est. = 1.9 Million [ =i
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RAYMOND JAMES | US Housing Completions Lagging On Supply Chain Disruptions

US Total Housing Starts vs. Completions
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RAYMOND JAMES | North American Lumber Demand by End Use

North American Lumber End Use Distribution

Other Net Offshore
Canada 4% Exports

o

US Housing
us 27%
Manufacturing
18%

US Repair &
Renovation
32%

Source: FEA, Raymond James Ltd.



RAYMOND JAMES | BC Permanent Sawmill Curtailments

Rl G e Announced Permanent Curtailments

Company Mill Capacity (mmfbm) Company Location Impact (min bf)
Tolko Williams Lake 225 o West Fraser Fraser/Quesnel 300
West Fraser 100 Mile 150
Apollo Fort St. James 125 o Tolko Quesnel 200
Total 500
o Interfor Vavenby 250
o West Fraser Chasm/100 Mile House 314
e Aspen Planers Merritt 100
p o Hampton Fort St James 300
% British Columbia 6 P
o Canfor Mackenzie/Isle Pierre 400
e Interfor Hammond 150
& © Toko Kelowna 200
Total 2,214

Source: Company Reports, Raymond James Ltd.




RAYMOND JAMES | BC & Canadian Lumber Shipments

Canadian Lumber Shipments vs US Total Housing Starts
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RAYMOND JAMES | BC Govt. Map of Priority Deferral Areas
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RAYMOND JAMES | Forest Products Rail Lines
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RAYMOND JAMES | BC Interior Lumber Break Even Analysis

BC Interior Breakeven Analysis
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Source: FEA, Raymond James Ltd.



RAYMOND JAMES | WSPF Lumber Pricing Since 2015
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RAYMOND JAMES | 2022E Free Cash Flow (FCF) & FCF Yields

Free Cash Flow (FCF) Forecast Estimated Free Cash Flow Yields

3500 60%
3,000
50% m 2022E FCF Yield
2500
40%
i W 2022E FCF
E 2,000 %
T s
C > 30%
i O
K 1,500 g
L
20%
1,000
N I I )
0 L — 0%
West Fraser Canfor Interfor Woestern Forest Conifex Interfor Conifex Canfor West Fraser  Woestern Forest

Source: Capital IQ, Raymond James Ltd.



RAYMOND JAMES | 2022E Net Debt & Net Debt per Share

Net Debt Forecast

1,500

1,000

—] . B =
-500 m 2022EY/E Net Debt
c
E -1,000
s m 2023EY/E Net Debt

West Fraser Canfor Interfor Western Forest Conifex

Source: Capital IQ, Raymond James Ltd.



RAYMOND JAMES | 1Q22 After Tax Lumber Duty on Deposit & Deposits per Share

After Tax Duties on Deposit

$8.00 m Duties/share - After tax (27%) 25%
$7 00 + % of Current Market Cap (Ri-Axis)
20%

$6.00 ® h 4 24
b 0
= $5.00 S
5 ’ 15% +

S

’ 5
© 3400 s
E g
73] 5
u 10% ©
= $3.00 =
] &=

$2.00

5%
$£1.00
$0.00 [ 0%
West Fraser Canfor Interfor Western Forest

Source: BC Government, Raymond James Ltd.



RAYMOND JAMES | Alternative Uses of Free Cash Flow @ Trend Pricing

Implied Payback @ US$500/mfbm

Payback (YRS)
w )

i

Internal Capex Share Buybacks Greenfield Mill External Capex
(M&A)

Source: Raymond James Ltd.



RAYMOND JAMES | What is preferred choice of returning cash to shareholders?

50%

8
R

% of Respondents
¢

20%

10%
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Source: Raymond James Ltd.



RAYMOND JAMES | Priority rank use of Free Cash Flow (FCF)
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build on balance sheet)

Source: Raymond James Ltd.



RAYMOND JAMES | Last 24 Months Share Buybacks

Lumber Producers LTM Share Buybacks
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Source: Capital IQ, Raymond James Ltd.



RAYMOND JAMES | Public Company US South Lumber M&A

@Lllestﬁaser A INTERFOR

21
Transactions

48
Sawmills

~7.3 Billion BF
Capacity

o West Fraser
acquires two Plum
Creek mills

LA
Canfor acquires Canfor acquires
New South Chesterfield

008

West Fraser acquires 13
International Paper mills

Source: Company Reports, Raymond James Ltd.
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Anthony

Canfor acquires

|

El Dorado mill

Conifex acquires

L1

Interfor acquires
Price mill

Interfor acquires

2

West Fraser
acquires Lufkin mill

Interfor acquires 3
Georgia Pacific
mills

sc two Simpson mills
™
Canfor acquires
8 Southern
©0 --
Canfor acquires Resolute
Balfour and Beadles acquires Conifex’
I US South Assets
0 West Fraser acquires
: Bibler Brothers
~ West F Canfor acquires
est rraser H
Elliot
FL o acquires Travis
AN
Interfor acquires
Tolleson Conifex acquires
Blue Wolf
Canfor acquires
Scotch Gulf
U1l 1 L U U U U U L) L
Interfor acquires Interfor acquires West Fraser

Rayonier Wood Products

Keadle

acquires Gilman

Interfor acquires
Summerville mill




RAYMOND JAMES | Announced Canadian and European M&A

Canada

Date

Announced Acquirer

Apr-14  West Fraser
Jul-15  Robert Stewart

‘Oct-156  West Fraser
Dec-18 Dunkley
Apr-21  GreenFirst
Nov-21  Interfor
Dec-21  Canfor

~N oo s W N =

Source: FEA, Raymond James Ltd.

Target

Buchanan

Canfor - Lakeland
Manning

C&C - Commodity Div.

Rayonier - Lumber Div.

Eacom Timber

‘Millar Western

110

210

130

294
755
985

630

487

338
481
286

263

398

HOETH |
DAKOTA

UTAK b T A LAB 2:
TR cowomde waas msoum. - A

Date

Announced Acquirer MMBF
f Apr-17  Mercer Friesau Sawmill 465
2 Jun-20  Canfor Bergs Timber 250
3 Jul-20  Holmen Martinsons 375

138
183



RAYMOND JAMES | Announced NA and European Greenfield Sawmill Expansions

North America
Date
Announced

1 Dec-15

2 Oct-16

3 Sep-17

4 Feb-18

o Feb-18

6 Feb-18

7 May-18

8 Jul-18

9 Nov-18

10 Sep-20

11 Dec-20

12 Jan-21

13 Jun-21

14 Jul-21

15 Jul-21

16 Aug-21

17 Sep-21

18 Dec-21

19 Apr-22

Source: FEA, Raymond James Ltd.
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RAYMOND JAMES | Seasonality Catalyst

Lumber Commodity & Share Price Seasonality
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RAYMOND JAMES | Valuation Catalyst

Enterprise Value (EV) per mfbm of Capacity

§

§

Enterprise Value (US)/mfbm capacdity

5200
5100 I
50

Canfor Interfor Western Forest Conifex West Fraser
B Current BEV/mfbm W 2022E EV/mfbm

Adjusted CFP to exclude Pulp assets and WFG to exclude Pulp and Panel Assets

Source: BC Government, Raymond James Ltd.



RAYMOND JAMES | Trend Commodity Pricing

Building Materials Trend and YTD Pricing
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Source: BC Government, Raymond James Ltd.



RAYMOND JAMES | Trend Commodity Upside

Theoretical Equity Upside
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