The Outlook for the North Amerlcan Wood
Products Market ‘

Preparing'for the turnaround as wood markets rebalance
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Dimension lumber prices continue to drag along at pre-
pandemic levels, but panel prices remain elevated

Improved shipping, fading pandemic disruptions, and declining consumption drove the price correction

Composite Price Indices, Random Lengths Weekly Report
US dollars per MBF/MSF
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Grade hardwood lumber prices corrected about a year later
than softwood lumber

Composite Price Indices, Hardwood Market Report
US dollars per MBF
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Even after adjusting for inflation, lumber prices from
2020 to 2022 exploded outside the historical range

Random Lengths Framing Lumber Composite Price Index, inflation adjusted (2021 US$)*
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*Note that prior to 1995, data is not available for the RL Framing Lumber Composite Price Index (FLCP). From 1987 to 1994, Fastmarkets has estimated the FLCP using the legacy Crows
Composite Price Index, which has data that goes further back than 1995. The US Producer Price Index is used to adjust prices in real terms.
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FASTMARKETS OUTLOOK:

Wood products demand bottomed out in 2023
and will be propelled higher by both cyclical
and structural factors in housing.
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What factors will support the demand recovery

in 2024 and beyond?
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3. Repair & Remodelling

Interest rates have fallen since
late 2023, easing housing
affordability challenges

US job growth remains resilient

Fed has ammo to fight a
potential slowdown
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Positive demographics for
remainder of the decade

Shelter market underbuilt by
~1.5 - 2.5 million units

2022 and 2023 R&R
hangover mostly behind us

Despite a soft patch, long term
R&R fundamentals solid



Current market
fundamentals

Green shoots suggesting a wood product
demand recovery is underway
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US Wood Product End-Use Market Breakdown

End-use share of total product volume in 2023

Softwood Lumber OSB & Plywood MDF & Particleboard LVL & I-Joists
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Source: Fastmarkets.
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Single family starts bottomed in 2023 as builders provided

incentives and homebuyers adjusted to higher mortgage rates
Housing starts, SAAR, thousand units; NAHB HMI
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After correcting off extremely elevated levels in 2020 and

2021, repair and remodeling (R&R) has stabilized

The Fastmarkets Repair & Remodeling Index, 2019 = 100.0
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Source: Fastmarkets.

Current R&R dynamics:

Pro-driven remodeling decelerating as
consumers tighten budget and pivot to small
and medium sized “DIY-friendly” projects

DlIY/home center drags on total R&R project
volumes have mostly run their course
following “revenge travel” and pivot back to
services.

Headwinds: Decelerating income growth,
cash-out refinance bust, captive home equity
due to high HELOC rates, low savings rates
all pressuring discretionary spending

Tailwinds: WFH, stable nested equity an
aging housing stock and “lock-in effect” with
little inventory in the resale market



Fastmarkets’ model for

softwood lumber consumption has been

showing modest reacceleration since spring 2023

US Softwood Lumber Consumption

BBF, SAAR
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Fastmarkets End-Use Market Forecast Summary

Demand will reaccelerate in 2024 and most wood products categories are primed for a
strong recovery

End-use indicators US housing starts and remodeling forecast
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North American softwood lumber consumption (57.9 BBF)
set to grow by over 7% over the next two years

North American softwood lumber consumption (BBF)
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As goes the single-family market, so does the structural
panel market...

North American structural panel consumption (BSF, 3/8-inch basis)
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North American supply

Is the supply side prepared for the demand rebound
that's underway? '
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North American sawmill curtailments
Cumulative capacity loss compared to Random Lengths Framing Lumber Composite Price (RLFLCP), Jan 2022 - Mar 2024
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Source: Random Lengths Weekly report, Fastmarkets
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Mountain pine beetle kill and old growth policy will have
long-term consequences on BC sawmill capacity

BC softwood lumber production & capacity, BBF
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Production costs crucial to understanding

capacity investment in North America

North American softwood lumber variable production costs’
USD FOB mill, 2023 Q4 estimates
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implemented by the Department of Commerce
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Source: Fastmarkets.

Key points on
production costs

Price support currently in
the low $400s on dimension
lumber

Cheap logs and privately
owned timber base still
makes investment in the US
South attractive

Timber constraints and
uncertainties surrounding
duties deters capacity
investment in the rest of
North America

Weak Canadian dollar
helping keep Canadian
costs in check



The South continues to gain share of the North American

lumber market
Billion board feet (bbf) of production
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European supply has been far more resilient than
anticipated given weakness in Asian and EU markets

US offshore imports by supplying region, million CM
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Source: Global Trade Atlas, Fastmarkets estimates.
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North America OSB capacity gains will
accelerate in 2024
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Sawmill capacity has outpaced demand since 2021, but that
will change with a strong demand rebound in 2024 and 2025

North American softwood lumber demand and supply balance
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*Figure reflects final assessed duty levels (average ADD and CVD combined) following corrections due to ministerial errors and the time period those duty levels were
in effect. The exceptions are April 2017 — December 2017 and August 2024 — August 2025, where figures are based on DoC preliminary assessed levels. Source: Fastmarkets
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OSB capacity expected to ramp up in 2024 and 2025,
keeping structural panel operating rates in check

North America structural panel demand and supply balance
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Divergent trends in lumber and structural panel prices

Composite price forecasts, monthly average, US dollars per MBF/MSF
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Key take homes:

« 2023 marked a tough year for most of the wood product markets
we track

* However, the North American wood products market is experiencing a
cyclical and structural rebound that should continue into 2025

y . Supply constraints exist for softwood lumber and structural panels, but
industry operating rates remain low in many categories

» The pricing environment during the 2020-2022 was largely a “black
swan” event driven by the unusual nature of the pandemic

» The pricing setup looking for the remainder of 2024 & 2025 looks more
favorable for lumber while already elevated panels are ripe for a
correction
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