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Foreword

By Sampsa J. Auvinen,
EOS President

The big story in the market this year has obviously been
the coronavirus outbreak. And this is why, exceptionally,
EOS has decided to postpone the publication of its
Annual Report to provide an overview of the sawmill busi-
ness that incorporates the recent market development.

At the beginning of the year markets were very positive
but this was brought to a sharp end in March when the
first lockdowns happened in Europe. The coronavirus
outbreak hit very unevenly Europe. In countries where
the economy was more resilient — such as Scandinavia
and Germany — and where the construction market held
up better than expected, the sawmill industry has been
navigating the crisis quite well. Some segments, such
as the DIY sector and home improvement did actually
very well as people spent more time at home. Other
countries, such as the UK and Southern Europe had a
much harder time with construction markets being more
severely impacted and sawmills in some cases forced
to suspend operations. Overall, we expect a sawnwood
production decline this year but the drop in production
is projected to be lower than the GDP slump observed
across most European countries. Even on export markets
the performance has been uneven with US demand at
record high thanks to a resilient construction market and
with Chinese demand recovering faster than expected.
Other markets were instead more subdued. The Covid-
19 crisis has also hit unevenly the two segments of the
sawmill industry: the softwood sector did overall much
better than the hardwood sector, which was severely
impacted by the closure of furniture shops in many
European countries.

Looking forward, changing consumer habits and a last-
ing, structural impact on the economy of the virus might
be important drivers even for the sawmill industry in the
future. In the short-term it will be interesting to see what
happens in the construction market: while the relative
resilience of the market in many Central and North



European countries has been a positive surprise this was
due mainly to completion of existing projects. It remains
to be seen what happens with new investments in the
market — a concern which has been raised by some
EOS Members. Wood gaining market share as a building
material is a beacon of hope for the sector, which never-
theless is confronted with challenges coming from the
raw material supply.

The European forests, particularly in Central Europe, are
affected by a bark beetle proliferation caused by several
factors including climate change. According to recent
studies, damaged wood due to bark beetle may reach
in total 750 million m3 between 2017 and 2026. The
European Sawmill Industry has voiced - on several oc-
casions and fora — the importance of providing real-time,
comparative, science-based and balanced information
on European forest resources aiming at forecasting
changes and their consequences on forest's health and
raw material supply.

The year 2020 has also laid the foundation for the im-
portant discussions on the post 2020 European Forestry
Strategy. EOS, together with the Brussels’ based or-
ganisations representing the forestry sector, has been
advocating for the crucial role of forests, forest-based
sector, and bioeconomy in meeting the goals of the
European Green Deal and the EU’s climate and environ-
mental objectives. Furthermore, EOS has called the EU
Institutions to develop a market-based mechanism to
recognise the role of wood-based materials in substi-
tuting fossil-based alternatives materials with a higher
environmental footprint. In this respect, | am pleased
to recall the statement of the Executive Vice-President
Frans Timmermans, responsible for the European Green
Deal, on occasion of the exchange of view of the EU
Parliament AGRI meeting on 07 May 2020: “‘wood would
become more important for the construction in the
future”. The Commissioner acknowledged the remarks
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by MEP Simone Schmiedtbauer (EPP) and MEP Anna
Deparnay-Grunenberg (Greens/EFA) on the importance
of the forestry sector in Europe. MEP Schmiedtbauer
highlighted as well that forests (and consequently the for-
estry industries) are negatively affected by the bark beetle,
wind throw, forest fire and snow damage. Commissioner
Timmermans stressed that forestry would have to be a
priority in Europe, and he insisted that there is a need for
a comprehensive, long-term strategy which also covers
aspects related to tourism and construction.

The year 2020 will also be remembered for the UK
"departure” from the European Union. At 23:00 GMT on
31 January 2020 Brexit become a reality, although not
the end of the Brexit story. That's because the UK was
granted with an 11-month transitional period that kept the
UK bound to the EU's rules. As of January 12021 the UK is
set to leave the single market and customs union, either
with an UK deal, negotiated during the transition period,
or without it (i.e. "no-deal” Brexit). The UK is an important
timber market for the EOS sawmill producers and this
is why, as Organisation, we are closely monitoring the
ongoing political and technical discussions, particularly
related to the changes related to the recognition of the
CE mark.

As | end this preface, | would like to express my sincere
gratitude to all EOS Members for their strong commit-
ment to work for a strong Wood Industry in the European
arena. | thank you all for sharing your expertise and
passion with me and my team.

Sampsa J. Auvinen,
EOS President
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General Economic

Situation

The information of this chapter has been taken from

the European Commission Economic Forecast Summer 2020
and from OECD (Organisation for Economic Co-operation
and Development) Economic Outlooks.

1.1 GLOBAL OVERVIEW WITH FOCUS ON THE EU

1.1.1 The pandemic has upended
the global economy with major
repercussions on the EU

The COVID-19 outbreak has upended the global econ-
omy causing many economies to plunge into a war-like
recession.

To counter the spread of COVID-19, major containment
measures were introduced around the world, voluntarily
shutting down large parts of the economy. A string of
indicators suggests that the EU economy has operated
at between 25% to 30% below its capacity during the
period of the strictest confinement. Overall, the EU
economy is forecast to contract by about 8.3% in 2020
before recovering at an annual growth rate of 5.8%
next year. Output at the end of 2021 is expected to be
about 2% lower than before the crisis. Uncertainty is
at arecord-high though and there are many downside
risks to this projection.

The key assumptions of this forecast are that containment
measures in the EU will be gradually further lifted and
no major second wave of infections will trigger new
generalised restrictions. However, continued social
distancing measures are factored in with repercussions
on sectors requiring interpersonal contact. The fiscal
and monetary policy measures credibly announced up
to the cut-off date are expected to support the recovery
and prevent large-scale bankruptcies and layoffs. Still,
insolvencies and employment losses across Member

States are likely to occur. At the global level, the still rising
rate of infections, particularly in the US and emerging
markets, has deteriorated the global outlook and is
expected to act as a drag on the European economy.

The major risk is a new wave of infections which would
falsify one of the key assumptions of this forecast. More
permanent scars from the COVID-19 induced economic
shock represents another major risk as, e.g. more wide-
spread employment destructions and corporate insol-
vencies would lead to a slower recovery. The absence
of a deal on the relationship between the EU and the
UK as of 2021 remains an important risk. On the upside,
the Commission’s proposal Next Generation EU, which
cannot be reflected in the baseline until it is adopted by
co-legislators, could give a sizable impulse to the EU
economy, particularly in 2021.




GENERAL ECONOMIC SITUATION

1.1.2 An uneven recovery for
the global economy

Real global output (excl. EU) is estimated to have con-
tracted by 3.3% g-o-q in the first quarter, the sharpest
fall since World War Il. China led the global decline, as
all nonessential business activity in large parts of the
country nearly froze in January and February. Most
major economies also contracted in the first quarter,
but to a lesser extent, as in the majority of countries
confinement measures and social distancing were im-
posed only toward the end of the quarter. Services have
been especially hard hit, manufacturing a bit less so. A
moderate improvement in global activity followed in May
as governments began relaxing containment measures
to varying degrees and implemented unprecedented
fiscal and monetary policy support measures. Activity
in China has been recovering particularly swiftly since
the relaxation of lockdown measures. Businesses have
restarted operations, although capacity utilisation rates
remain lower than usual, particularly among SMEs.

Thus, real global GDP (excluding the EU) is forecast to
contract by around 4% in 2020 before bouncing back by
5% in 2021. This implies that by the end of the forecast
horizon global GDP should recover to a level above that
of 2019 but substantially below that expected before
the pandemic. These projections are underpinned by the
assumption that the number of active COVID-19 cases
globally will remain high but that there will not be any
major second wave of infections. A number of public
health measures are also assumed to remain in place
over the forecast horizon, but this does not include any
renewal of strict confinement measures.

1.1.3 Global trade has plummeted

Global trade has contracted sharply since the beginning
of the year. The WTO estimates that the volume of
merchandise trade in 2020-Q2, when the virus and asso-
ciated lockdown measures affected a large share of the
global population, may have fallen by as much as 18.5%,
year-on-year. This is expected to be followed by some
rebound in the third quarter. Trade in services has been
equally affected and is set to take even longer to recover,
especially in the tourism and hospitability sectors. Over
the medium term, the pandemic experience may accel-
erate the recent trend towards re-shoring production.
This could shorten supply chains and structurally reduce
trade flows, but also efficiency-led long-term investment
and the international division of labour. The persistent

uncertainty surrounding US trade policies and the func-
tioning of the WTO will also weigh on the rebound in
trade. Overall, world imports of goods and services
(excluding the EU) are projected to fall sharply by over
11.5% in 2020 followed by an incomplete rebound of
around 6% in 2021.

1.1.4 Disconnect between global
financial markets and real economy

After the sharp reassessment of growth prospects and
the deterioration of risk sentiment in February and March,
global financial markets have been recovering since
April on the back of an unprecedented easing of global
monetary policy and sizable fiscal support, as well as
hopes for a strong economic recovery based on a quick
reopening of economic activities.

The huge boost to liquidity provision in the advanced
economies has spilled over to emerging markets despite
the risk posed by still rising infection rates in a number
of countries. Lower global interest rates have also pro-
vided space for additional rate cuts by emerging market
central banks.

Bond yields of the euro area’s highest-rated sovereigns
have remained broadly in negative territory since late
April, trading within a tight range. The benchmark 10-year
German bund vyield has oscillated between -0.6% and
-0.3% over this period. At the same time, sovereign bond
spreads of most euro area Member States have narrowed
since late April, returning to levels seen in 2019.

Stock markets have also recovered since end-April
with broad-based gains across countries and sectors.
EU banking stocks have significantly underperformed
the broad market over this period, as the sector’s low
profitability has come under greater pressure from the
flattening yield curve and the risk of a new wave of non-
performing loans.

Bank lending flows to the private sector remain robust,
increasing further to 4.9% annually in May, thanks to a
significant pick-up in lending to the corporate sector.
Overall, global financing conditions are expected to
remain volatile over the next few months, swayed by
economic news and policy measures compounded
with fears of further pandemic-driven disruptions.
While global equity valuations have recovered and
debt markets assume low interest rates for longer,
markets remain vulnerable to downward adjustments.



In particular, EU equity and corporate bond markets could
be undermined by a weaker than expected recovery of
corporate earnings and a wave of corporate defaults.

1.1.5 Disconnect between global
financial markets and real economy

As the economy was put into what has been described
as a state of 'hibernation’, the lockdown is reflected
in the sharp drop of 45% in mobility between March
and mid-May compared to prepandemic levels. The
pandemic has resulted in worker absenteeism and
factory shutdowns that have reverberated across supply
chains. These have been aggravated by the closure of
shops, restaurants and other services as a result of con-

FIGURE 1.1:
Economic Forecast Map across EU countries
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tainment measures. At the same time, social distancing
and reduced person-to-person contacts have weighed
on consumer demand through reduced household
spending, while uncertainty and concerns about jobs
and incomes have led consumers to delay purchases.
Uncertainty about sales and profits has also prompt-
ed firms to refrain from going ahead with planned
investment or entering new ventures. Furthermore,
a synchronised global retrenchment has dampened
external demand.

While no EU country will escape from a deep recession
in 2020, the pandemic has been disproportionately
affecting Mediterranean states, as the figure below
shows.

Source: European Commission Economic Forecast Summer 2020

In the euro area, private consumption took the greatest
hit in the first quarter, decreasing by 4.7% (g-o-q). While
the consumption of both durable and non-durable goods
fell, the former saw the sharpest drop. Investment spend-
ing also contracted, declining by 4.3%, with construction
falling the most compared to other investment catego-

ries. The picture is, however, somewhat varied across the
largest euro area countries, with construction picking up
strongly in Germany and the Netherlands thanks to a
good start of the year, while falling significantly in France,
Spain and lItaly. Government consumption declined
much more mildly (-0.4%). With exports falling more
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significantly than imports, net trade subtracted about
0.4 pps. from growth, while inventories started to pile up.

The impact has also been highly asymmetrical among
industries. The sharpest declines were observed in
trade, transport, accommodation and food services as
well as arts, entertainment and other service activities
(both at -6.8% q-0-q). Agriculture, forestry and fishing,
together with financial and insurance activities saw the
mildest declines (at -0.8%).

Industrial production collapsed by 17.1% in April, resulting
in a cumulative contraction of about 27% since February.
Output fell in almost all industrial activities. Looking
at its breakdown by sector, only two sectors out of
30 managed to pull through with increased output in April.
The most affected industries were the manufacture of
motor vehicles, trailers and semi-trailers (about -70%), as
well as that of leather and related products (around -60%)
followed by clothing (around -40%). Most activities saw
output contractions of between 15% and 25%. Euro area
production in construction fell by 14.6% in April but was
highly uneven across countries. While France and Spain
both saw production fall by more than one quarter of total
output, the reduction in Germany and the Netherlands
was only in the single digits. Overall, these indicators
suggest that the euro area economy was operating at
between 25-30% below its capacity at the depth of the
crisis. Survey results point to a trough in April and a gradual
recovery starting in May and gathering pace in June.

Similarly, the Commission’s Economic Sentiment
Indicator (ESI) for the euro area hit an all-time low of
64.8 in April but moved up slightly in May and further
up in June to 75.7. It is however still well below the
103.4 level seen in February. As expected, the services
sector appears to bear the brunt of the hit. The
Commission’s services confidence indicator declined
significantly more than industry confidence in April
and continued declining in May, while rebounding in
June thanks to a second month of rallying demand
expectations. By contrast, industrial confidence showed
stronger signs of improvement on the back of brighter
production expectations, which were almost back to
their February level in June and which provide a glimmer
of hope for the months to come.

In short, while there are grounded hopes for a strong
recovery from the Autumn, the uncertainty linked to
the epidemiological situation should caution economic
operators and the general European public against
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excessive optimism, particularly in view of a dire situation
across parts of the world, including India and Latin
America.

1.1.6 An extraordinary situation
in labour markets

In the first half of 2020, the euro area labour market
underwent a massive deterioration induced by the
COVID-19 pandemic and the measures taken to contain
it. This has translated essentially into a sharp decline in
the number of hours worked. However, the restrictions
in the euro area economy since March have yet to fully
feed through to employment statistics thanks to the
measures taken to contain the COVID-19 impact on
labour markets. When one looks at unemployment
figures, one does not realize that we are amid the worst
economic crisis in recent times. Extended short-time
work schemes have played an important role in keeping
employees attached to their jobs even in periods without
any or with substantially reduced economic activity. This
contrasts significantly with several non-EU countries. In
several Member States, changes in the legal framework
of the economy have made lay-offs more difficult or
almost impossible. This includes measures that exclude
insolvencies for some time or that explicitly forbid
companies to lay off staff because of the crisis.

However, without a significant recovery in demand,
which depends on the easing of containment measures
and therefore on the evolution of the pandemic, it will
be difficult to sustain an improvement in labour market
indicators over the medium term. Layoffs in the wake
of bankruptcies are likely to leave many jobseekers
struggling to retain their skills and attachment to the
labour market, which does not bode well for the labour
market outlook. The expected rise in unemployment rates
across the EU may prove particularly hard to overcome in
those Member States where unemployment was already
relatively high before the start of the pandemic, where
the economic rebound is expected to be sluggish, or
labour markets and social safety nets lack efficiency and
effectiveness.

1.1.7 Subdued inflation expectations

The latest ECB Survey of Professional Forecasters for
the second quarter of 2020 shows HICP inflation
expectations standing at 0.4%, 1.2% and 1.4% in
2020, 2021 and 2022, respectively. The figures were
revised lower from the previous survey round (from



1.2%, 1.4% and 1.5%, respectively). Longer-term inflation
expectations (for 2024) remained at 1.7%.

The impact of COVID-19 led to sharp declines in the price
of energy and a number of non-essential goods and
services. Market-based measures of inflation expectations
along the maturity spectrum have recovered somewhat
from the low levels recorded in mid-May. This followed
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a more convincing uptick in energy prices which are
closely correlated with inflation expectations.

An important question about medium-term inflation
expectations regards the high liquidity in the economy:
will it cause as of yet unforeseen increases of inflation?

1.2 NON-EU LARGE ECONOMIES OF INTEREST
TO THE EU SAWMILL INDUSTRY

Japan?

In 2020, Japan is on course to experience its deepest
recession of the post-war era, with at best a modest
recovery in 2021. Economic activity has plummeted in the
first half of 2020, reflecting the impact of incrementally
stepped-up confinement measures and lower external
demand. Large-scale fiscal support and the gradual lifting
of the confinement measures will help to partially reverse
the collapse but, in the event of a second outbreak
later in the year, re-confinement would impart another
economic blow. GDP is expected to fall by 6% in 2020
in the single-hit scenario and by 7.25% in the double-hit
scenario. Headline inflation is projected to turn negative
in 2020, reflecting considerable economic slack and a
fall in energy prices. The government has launched a
range of measures to support households and protect
businesses and employment, including cash handouts
to households, increased subsidies for special paid leave,
rent subsidies, deferrals of tax and social insurance
premiums, and emergency loans and credit guarantees.

The pandemic has affected most economic activities,
albeit unevenly. Tourism, accommodation, restaurants
and personal services including leisure activities are
hardest hit, reflecting the impacts of both voluntary
restraints and a de facto ban on inbound tourism. While
sales of essential products have remained solid, those of
department stores have more than halved. The Bank of
Japan March Tankan Survey showed business sentiment
in the manufacturing sector at its lowest level in a decade.
Despite the limited impact on unemployment so far, the
job-openings-to-applicants ratio has been declining,
reflecting a fall in job offers rapidly spreading across both
manufacturing and non-manufacturing sectors.

Appropriate implementation of the supplementary
budgets will be key, as gradual reopening may require

the government to extend and enhance the temporary
measures with a focus on businesses and workers subject
to prolonged hardships, including extended business
closure. Policies in the recovery stage should promote
flexible working styles through use of digital technology
and help reduce renewable energy generation costs by
strengthening competition in electricity markets, which
can facilitate distancing and supply-chain relocations
as well.

China ?

Following the steepest quarterly collapse on record in
the first quarter, GDP will fall by around 3.7% in 2020 if
there is a second virus outbreak later in the year and by
a percentage point less if a further outbreak is avoided,
before rebounding in 2021. The COVID-19 outbreak
disrupted economic activities around the country and
many businesses remain shut even though lockdown
measures have been lifted. The pandemic triggered an
increase in precautionary saving and eroded consumer
confidence, weakening short-term consumption
prospects. Infrastructure investment will hold up growth
amid collapsing private investment and foreign demand.
If the virus outbreak returns, the second shock to the
economy will be much smaller than during the first
outbreak, which occurred during the holiday season
when most people were away and thereby were not able
to return to work due to lockdowns. Lockdown measures
have been lifted, but tourism-related industries and firms
heavily dependent on foreign demand are far from fully
resuming activities. As smaller firms are over-represented
in these activities, they are hit disproportionately, pushing
up unemployment.

Rolling over of loans and tax exemptions may help those
that are eligible, but many rely on shadow banking for
financing and need to pay fixed costs even without

1. The information in this chapter has been taken from the OECD Economic Forecast Summary for Japan (June 2020).
2. The information in this chapter has been taken from the OECD Economic Forecast Summary for China (June 2020)
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generating revenues. Greater support to shoulder their
fixed costs is needed. Workers laid off or put on unpaid
leave should receive social assistance irrespective of
their residence. The out-of-pocket share of health costs
should be reduced. Infrastructure investment should
be channelled to urban transit systems and rural roads
where the social return is high, in particular to reduce
climate risks.

Russia 3

Although forecasts are subject to high uncertainty, a
baseline scenario suggests that Russia’s GDP could
contract by as much as 6.0 percent in 2020, an 11-year
low. If containment measures are fully lifted in the second
half of 2020, a moderate recovery could get underway.
Some positive momentum is expected to spill over to
2021, pushing GDP growth to 2.7 percent, and in 2022
to 3.1 percent.

As uncertainty diminishes, household consumption is
expected to lead the recovery, and investment is expected
to increase by about 3 percent in 2021. However, even
with positive GDP growth ahead, GDP levels in 2022 will
barely catch up to pre-pandemic levels.

The general government budget is expected to turn
to deficit in 2020-22. With oil prices dropping below
the threshold price of $424 per barrel, specified in the
fiscal rule, general government deficits of 7.2, 1.6 and
0.5 percent of GDP are projected to materialize in 2020-22.

Risks to Russia’'s economy include a more protracted
pandemic accompanied by a prolongation of containment
measures, a slow and shallow global economic recovery,
a further drop in commodity prices, lasting impacts

on households and firms, and disruptions in global
value chains. Pre-existing financial-sector vulnerabilities
could be amplified by the pandemic. In a more adverse
scenario, GDP could contract by 9.6 percentin 2020 and
recover by a marginal 0.1 percent in 2021.

USA ¢

The COVID-19 outbreak has brought the longest
economic expansion on record to a juddering halt. GDP
contracted by 5% in the first quarter at an annualised rate,
and the unemployment rate has risen precipitously. If
there is another virus outbreak later in the year, GDP
is expected to fall by over 8% in 2020 (the double-hit
scenario). If, on the other hand, the virus outbreak
subsides by the summer and further lockdowns are
avoided (the single-hit scenario), the impact on annual
growth is estimated to be a percentage point less. The
unemployment rate will remain elevated after states lift
their shelter-in-place orders, reflecting ongoing difficulties
in sectors such as hospitality and transportation, and the
sheer scale of job losses. With unemployment remaining
high, inflation is projected to stay low, although less so if
subsequent lockdowns are avoided.

Massive monetary and fiscal responses have shielded
households and businesses, but more will be needed
to reduce lingering effects such as large numbers of
bankruptcies and labour-market exits. Complementary
payments to augment unemployment insurance should
continue, while the tax burden of households and
businesses should be lowered when they are directly
affected by the lockdown. Additional support will be
needed to help workers return to work. Some states
and local governments will face financial difficulties
as their main revenue sources have dried up, and their
debt burden will need to be addressed. Importantly,
well-designed public financial support for developing a
vaccine and treatment of COVID-19 could help prevent
a recurrence of a pandemic again leading to deaths and
debilitating the economy.

UK?®

The COVID-19 crisis has led to a severe economic
contraction. GDP is projected to fall by 14% in 2020
if there is a second virus outbreak later in the year
(the double-hit scenario). An equally likely single-hit
scenario would still see GDP fall sharply by 11.5%.
In the double-hit scenario, the unemployment rate is
set to more than double to 10% and remain elevated

3. The information in this chapter has been taken from the World Bank Economic Report for Russia (July 2021)
4. The information in this chapter has been taken from the OECD Economic Forecast Summary for the United States (June 2020)
5. The information in this chapter has been taken from the OECD Economic Forecast Summary for the United Kingdom (June 2020)
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throughout 2021, despite widespread use of furloughing.
Measures to limit the effects of the crisis in that scenario
would push the fiscal deficit up to at least 14% of GDP
in 2020.

The government swiftly put in place a comprehensive
economic support package. Fiscal measures include
income support for workers and self-employed, around
GBP 330 billion in state loan guarantees to keep firms
in business, tax deferrals, and an improved dispute
resolution mechanism as an alternative to bankruptcy.

1.3 EXCHANGE RATES

The exchange rate between two currencies is an impor-
tant driver of trade. Other things being equal, a strong
currency in country A (relative to trade partners) will favour
importers of country A, while a weak currency in country
A will favour exporters of country A.

Exchange rate fluctuations thus affect trade and indus-
tries, and the European sawmill industry is no exception
to this. It is therefore useful to include an overview of
exchange rates in this chapter.

FIGURE 1.2:
EUR vs USD, August 2018 — August 2020
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Source: European Central Bank, 2020

Over the last two years the euro and the pound sterling
exchange rate has moved in a topsy-turvy way, with no
continuous patterns, also on the back of political develop-
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Moving forward, these measures should be kept in place
as long as they are needed and fiscal policy should
remain supportive. Higher unemployment benefits
should be extended beyond the fiscal year 2020-21 to
help support demand during the recovery. Given the
economic disruption caused by COVID-19, a temporary
extension of existing trading relationships with the EU
beyond the end of 2020 would help reduce uncertainty.
Public investment supporting the recovery should
underpin progress in digitalisation, sustainability and
inclusiveness.

In the figures below, we provide the exchange rate of the
EUR vs various currencies over the last two years (data
updated in mid-August 2020).

The euro vis-a-vis the US dollar has depreciated in 2019
but from the beginning of the pandemic it has appreci-
ated. Over the last two years the USD was at its strongest
(vs the EUR) in March 2020 when 1 euro = 1.07 dollar and
at its weakest in August 2020 when 1 euro = 1.18 dollar.
The euro has thus appreciated by more than 10% in the
space of a few months.

Oct 2020 Apr Jul

ments regarding Brexit. At the beginning of the pandemic
the euro swiftly appreciated but then has depreciated and
over the last few months the exchange rate has been quite
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stable. Over the last two years the GBP was at its strongest
(vs the EUR) in February 2020 when 1 euro = 0.83 GBP and

FIGURE 1.3:
EUR vs GBP, August 2018 — August 2020
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Source: European Central Bank, 2020

Following a depreciation of the euro vis-a-vis the Chinese
yuan in the first months of 2019, the exchange rate
between the two currencies was quite stable for one year
but starting from spring 2020 the euro has appreciated
against the Chinese yuan. Over the last two years the

FIGURE 1.4:
EUR vs CNY, August 2018 — August 2020
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Source: European Central Bank, 2020
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at its weakest in March 2020 when 1 euro = 0.92 GBP. In
those days the euro equalled a 10-year high vs the GBP.

Oct 2020 Apr Jul

CNY was at its strongest (vs the EUR) in April 2019 when
1leuro =75CNY and atits weakest in August 2020 when
1 euro = 8.26 CNY. The yuan has not been this weak
vis-a-vis the euro since 2014.

Oct 2020 Apr Jul
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Until spring 2020 the euro was on a depreciating trend two years the JPY was at its strongest (vs the EUR) in
against the Japanese yen. Since then the European May 2020 when 1 euro = 114 JPY and at its weakest in
common currency has been appreciating. Over the last September 2018 when 1 euro = 132 JPY.

FIGURE 1.5:
EUR vs JPY, August 2018 — August 2020
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Source: European Central Bank, 2020

In March 2020 the euro was at its strongest level vs the months it has been depreciating by a bit less than 10%
krona since 2010 (1 euro = 11.1 SEK), but over the last few vis-a-vis the Scandinavian currency.

FIGURE 1.6:
EUR vs SEK, August 2018 — August 2020
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Source: European Central Bank, 2020
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As a result of geopolitical tensions, over the last few
years the rouble has been very volatile. The euro remains
historically very strong against the Russian rouble and as

FIGURE 1.7:
EUR vs RUB, August 2018 — August 2020
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Source: European Central Bank, 2020

When the Egyptian authorities stopped controlling the
value of the Egyptian pound in November 2016, the
pound lost 50% of its value vs the euro. Over the last
couple of years, while the euro remains historically strong
vis-a-vis the pound, there was a relative appreciation of

FIGURE 1.8:
EUR vs EGP, August 2018 — August 2020
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a result of the pandemic, after some quarters of rouble
appreciation, there was a sharp rouble depreciation
continuing into August 2020.

Oct 2020 Apr Jul

the Egyptian pound against the euro which was brought
to a sharp end by the pandemic with the pound losing
all the ground gained over the last twelve months and
going back to the level of summer 2019.
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2019

Source: www.xe.com
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The woodworking
Industries in the
European Union (EU-28)

2.1 INTRODUCTION

Since 1990, NACE (Nomenclature of Economic Activities
in the European Community) provides a harmonised
statistical classification of economic activities in the
EU. Contrary to the Combined Nomenclature (CN) and
the Harmonised System (HS), providing a classification
according to trade, the NACE system classifies economic
activities in terms of production corresponding to the
nature of goods and services produced or by the nature
of the production process used. Several small modifica-
tions to the classification system were carried out since
1990. However, in 2007, the system was submitted to
radical changes.

TABLE 2.1
The NACE classification system

NACE Code (new) Definition Former NACE code
16 Manufacture of wood and of products of wood and cork, except 20
furniture; manufacture of articles of straw and plaiting materials
16.1 Sawmilling and planing of wood 20.1
16.2 Manufacture of products of wood, cork, straw and plaiting materials 20.2 and 20.5
16.21 Manufacture of veneer sheets and wood-based panels 20.2
16.22 Manufacture of assembled parquet floors 20.3
16.23 Manufacture of other builders’ carpentry and joinery 20.3
16.24 Manufacture of wooden containers 20.4
16.29 Manufacture of other products of wood; manufacture of articles 20.5
of cork, straw and plaiting materials
31 Manufacture of furniture 36.1
31.01 Manufacture of shop- and office furniture 36.12
31.02 Manufacture of kitchen furniture 36.13
31.03 Manufacture of mattresses 36.15
31.09 Manufacture of other furniture 36.11 and 36.14
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Itis important to note that the NACE category for wood
and products of wood and cork (NACE 16) consists of
two categories: one for sawmilling and planing of wood
(NACE 16.1) and one for the remaining wood products
(NACE 16.2). Within this last category, the sub-category
"Manufacture of veneer sheets and wood-based panels”
(NACE 16.21) consists of:

e veneer sheets thin enough to be used for veneering,
making plywood or other purposes: smoothed, dyed,
coated, impregnated, reinforced (with paper or fabric
backing) or made in the form of motifs;

e plywood, veneer panels and similar laminated wood
boards and sheets;

e OSB and other particleboard;

o MDF and other fibreboard;

e densified wood;

e glue laminated wood, laminated veneer wood.

Unfortunately, Eurostat fails to provide up-to-date infor-
mation on the activities within the woodworking and the
furniture industries in many countries on 3-digit level.

2.2 PRODUCTION

The total production value of the woodworking indus-
tries in the European Union (EU) peaked in 2007 at 237
billion EUR before falling under 190 billion EUR in 2008
and 2009 as a result of the global economic crisis. The

TABLE 2.2:

When analysing the figures, one should keep in mind that
most national statistical systems tend to underestimate
the figures for small and medium-sized industrial sectors.
This is clearly the case for the woodworking industries.
The underestimation is particularly important for the
employment figures, since the official statistics often
only cover enterprises with at least 20 persons employed
whereas the woodworking industries is a typical SME
sector.

A last comment relates to the production data of the
furniture industry as declared by Eurostat and the data
published in chapter 4.2 as reported by CSIL. Since CSIL
only takes into account the furniture industry stricto-sensu,
several products like mattresses, seats for automobiles
and aircrafts are not included in its overview, which
results in a much lower figure. In addition, the CSIL
production data are not only based on official statistics,
but also on several other sources such as international
trade associations and internal databases.

following years were characterised by ups and downs
until 2014 when production value started to grow every
year. After reaching almost 230 billion EUR in 2017, the
production value was close to 240 billion EUR in 2018.

Production in the woodworking industries in million EUR, 2014-2018 (NACE 16 & 31)

NACE code ‘ 2014 ‘ 2015 ‘

2016 ‘

2017 ‘ 2018 ‘ 18/14 ‘

18/17
16.1 33368 33879 33727 34529 35885 7.5% 3.9%
16.2 82754 86776 86 355 89 933 95 438 15.3% 6.1%
Subtotal 16 116122 120 655 120 082 124 462 131323 13.1% 5.5%
31 91937 99 347 103 497 106 372 110 142 19.8% 3.5%
Total 16 + 31 ‘ 208 059 ‘ 220 002 ‘ 223579 ‘ 230 834 ‘ 241 465 ‘ 16.1% 4.6%

Source: Eurostat

In 2018, the production value of sawmill products
(NACE 16.1) increased by 3.7%. The value of other
woodworking products (NACE 16.2) increased instead
by 5.4%. Consequently, the value of the woodworking
industries stricto-sensu (NACE 16) rose by 4.9%. The
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production value in the furniture sector (NACE 31) also
increased by 3.4%. Over a 5-year period (2014-2018) all
of the three subcategories recorded a good growth,
ranging from 7.8% for sawmill products and 15.8% in the
furniture sectors.



FIGURE 2.1:
Production 2018 — Relative importance of
the sub-sectors

The share of the furniture sector (NACE 31) was 44.5%
while other woodworking industries (NACE 16.2) repre-
sented 39.6% of the production and the sawmilling and
planing of wood (NACE 16.1) 15.9%.

M sawmilling and planing of wood (NACE 16.1)

M Manufacture of products of wood, cork, straw and
plaiting materials (NACE 16.2)

M Furniture (NACE 31)

Production per Country

FIGURE 2.2:
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Source: Eurostat

Production 2018 — Relative importance of the EU Member States (NACE 16 and 31)

Source: Eurostat

Within the overall woodworking industries, Germany
confirms its leading position thanks to a constantly
increasing production value (+3.2% vs 2017), which ex-
ceeded 47 billion EUR in 2018. ltaly also did well with a
growth of 2.7%, exceeding the 36 billion EUR threshold in
2018. Poland keeps outgrowing all of the big producing
countries, having grown by 12.3% in 2018 to 20.9 billion

M Germany The Netherlands
M Italy M Finland

M Poland M Romania

M United Kingdom M Czech Republic
M France 7 Portugal

M Sweden M Belgium

M Spain M Denmark

I Austria M Other

EUR - remarkably it grew by more than 30% in the five
years to 2018. The fourth largest producing country is
the UK with a production value of 20.3 billion EUR (+6.5%
vs 2017), followed by France with 17.9 billion EUR (-1.6%).
Sweden (+11.2% to 13.7 billion EUR), Spain (+1.1% to
12.2 billion EUR) and Austria (+6.2% to 12.1 billion EUR)
are also large producing countries.
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TABLE 2.3:

Production value per EU Member State in million EUR, 2014-2018

Production (excl VAT) ‘ 2014 ‘ 2015 ‘

2016 ‘

2017 ‘ 2018 ‘ 18/14 ‘

18/17
Austria 10 299 10 623 10 956 11413 12125 17.7% 6.2%
Belgium 5291 5354 5296 5607 4737 -10.5% -15.5%
Bulgaria 898 963 987 1050 1186 32.1% 12.9%
Croatia 1011 1086 1245 1421 1548 53.1% 9.0%
Cyprus 129 128 139 166 194 51.0% 16.9%
Czech Republic 4293 4538 4756 5034 5341 24.4% 6.1%
Denmark 3214 3324 3438 3491 3468 7.9% -0.7%
Estonia 2198 2 359 2472 2702 2706 23.1% 0.2%
Finland 6392 6258 6 554 6994 7063 10.5% 1.0%
France 18 556 18 062 17 818 18 260 17 969 -3.2% -1.6%
Germany 43 824 45778 46 620 46 271 47738 8.9% 3.2%
Greece 701 716 758 785 867 23.7% 10.4%
Hungary 1327 1475 1549 1686 1773 33.6% 52%
Ireland 1464 1503 1487 1702 1688 15.3% -0.8%
Italy 33093 33702 34973 35795 36 747 11.0% 2.7%
Latvia 2198 2196 2 311 2470 2 805 2/.6% 13.6%
Lithuania 2 446 2527 2618 2 825 2952 20.7% 4.5%
Luxembourg 207 214 216 225 228 9.9% 1.2%
Malta 56 62 63 71 77 36.5% 7.8%
Poland 15938 17 064 17 017 18 635 20 936 31.4% 12.3%
Portugal 4081 4 380 4408 4757 5124 25.6% 77%
Romania 4730 4879 4890 5027 5 349 13.1% 6.4%
Slovakia 1955 2084 1851 2 039 2220 13.6% 8.9%
Slovenia 997 1049 1102 1186 1288 29.1% 8.6%
Spain 9 857 10 631 10 995 12 070 12 197 23.7% 11%
Sweden 11783 11548 11572 12 312 13690 16.2% 11.2%
The Netherlands 5319 5803 6254 6 861 7298 37.2% 6.4%
United Kingdom 18 330 21200 19 642 19 061 20 308 10.8% 6.5%
EU 28 210 587 219504 221988 229916 239 622 13.8% 4.2%

Source: Eurostat

With the exception of Belgium, no country recorded a
negative growth rate with double-digit growth. In the
five years to 2018 every EU country have seen their
production value grow except Belgium (-10.5%) and
France (-3.2%).

The production value of the woodworking industries
stricto-sensu for the 28 countries of the EU rose by
4.9% in 2018 to 133 billion EUR. The largest producer
remains Germany with a production value of 24.9 billion
EUR (+3.3% vs 2017), followed by Italy, which recorded a
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production value of 13.6 billion EUR (+1.9% vs 2017) and
France (production value of 11.3 billion EUR, +1.7% vs
2017). The UK and Sweden both achieved a production
value of 10.9 and 10.6 billion EUR respectively, with par-
allel trends of around +10%. Overall the top five countries
account for 53.7% of EU production. With the exception
of Belgium and, to a lesser extent, Ireland, production
value grew in all countries.
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TABLE 2.4:

Production value per EU Member State in million EUR — wood industries stricto-sensu,

2014-2018
Production (excl VAT) ‘ 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 18/14 ‘ 18/17
Austria 7 454 7756 7962 8 335 8896 19.3% 6.7%
Belgium 3101 3165 3191 3610 3059 1.3% -15.3%
Bulgaria 440 480 475 511 527 19.8% 31%
Croatia 677 714 794 944 1027 51.8% 8.8%
Cyprus 86 88 95 115 135 577% 174%
Czech Republic 3043 3204 3313 3480 3753 23.3% 7.8%
Denmark 1471 1483 1488 1522 1583 76% 4.0%
Estonia 1765 1867 1950 2166 2170 23.0% 0.2%
Finland 5386 5258 5520 5890 5890 9.4% 0.0%
France 11462 11059 11261 11110 11300 -1.4% 1.7%
Germany 24158 25116 24 064 24137 24 924 32% 3.3%
Greece 317 311 321 343 368 16.1% 73%
Hungary 752 826 872 976 1032 373% 5.8%
Ireland 852 903 887 1102 1088 27.7% 1.3%
Italy 12 993 12713 12 969 13 343 13595 4.6% 1.9%
Latvia 1964 1957 2067 2210 2517 28.1% 13.9%
Lithuania 1070 1114 1152 1183 1299 21.4% 9.8%
Luxembourg 190 197 200 209 210 0.0% 0.0%
Malta 13 13 17 15 17 36.0% 10.4%
Poland 7 687 8055 7616 8 492 9386 221% 10.5%
Portugal 2681 2854 2819 3009 3298 23.0% 9.6%
Romania 2945 2980 2857 2939 3195 8.5% 87%
Slovakia 1150 1218 1022 1135 1263 9.8% 11.3%
Slovenia 646 693 720 766 838 297% 9.4%
Spain 5288 5887 5982 6738 6776 28.1% 0.6%
Sweden 9164 8931 8933 9586 10 628 16.0% 10.9%
The Netherlands 2341 2587 2798 2982 3282 40.2% 101%
United Kingdom 9 405 10 760 10191 9989 10 957 16.5% 9.7%
EU 28 118 497 122188 121534 126 837 133013 12.2% 4.9%

Source: Eurostat

The European furniture industry realised a total produc-
tion value of almost 107 billion EUR in 2018 (+3.4% vs
2017). Despite this further increase in production, the
level was still below the 2007 and 2008 peaks which
exceeded 110 billion EUR. Italy and Germany remain by
far the two largest producers in the furniture industry.
The former recorded a production value of 23.2 billion
EUR (+3.1% vs 2017), while the latter of 22.8 billion EUR

(+3.1% vs 2017). Together they account for 43.1% of
total EU furniture production. Poland has now clearly
established itself as the third largest producer in the
furniture industry with a production value of 11.6 billion
EUR (+13.9% vs 2017). The UK production upturned by
3.1% to 9.4 billion EUR. Belgium, France and Denmark
are the only countries recording a negative growth rate.
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TABLE 2.5:
Production value per EU Member State in million EUR — furniture industry, 2014-2018

Production (excl VAT) ‘ 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 18/14 ‘ 18/17

Austria 2 845 2 867 2994 3078 3229 13.5% 4.9%
Belgium 2190 2189 2106 1997 1678 -23.4% -16.0%
Bulgaria 458 483 512 539 659 43.9% 22.2%
Croatia 334 373 451 477 521 55.9% 9.2%
Cyprus 43 40 44 51 59 37.5% 15.7%
Czech Republic 1250 1334 1443 1554 1588 271% 2.2%
Denmark 1744 1841 1950 1969 1885 8.1% -4.3%
Estonia 434 492 522 536 536 23.6% 0.0%
Finland 1006 1000 1034 1104 1173 16.6% 6.3%
France 7 094 7003 6 556 7150 6 669 -6.0% -6.7%
Germany 19 666 20 662 22 556 22134 22 814 16.0% 3.1%
Greece 384 406 437 442 499 29.9% 12.9%
Hungary 575 648 677 710 741 28.9% 4.4%
Ireland 612 600 600 600 600 -2.0% 0.0%
Italy 20101 20 989 22 004 22 452 23152 15.2% 3.1%
Latvia 233 239 244 260 288 23.4% 10.8%
Lithuania 1377 1413 1467 1642 1653 20.1% 0.7%
Luxembourg 18 17 16 16 18 1.7% 13.9%
Malta 44 48 46 56 60 36.7% 71%
Poland 8 251 9009 9401 10 143 11 550 40.0% 13.9%
Portugal 1400 1527 1590 1748 1826 30.4% 4.5%
Romania 1785 1900 2033 2088 2154 20.7% 3.2%
Slovakia 805 866 829 904 957 18.9% 5.8%
Slovenia 351 355 383 420 450 28.1% 71%
Spain 4569 4743 5014 5332 5421 18.7% 1.7%
Sweden 2619 2617 2 639 2726 3062 16.9% 12.3%
The Netherlands 2978 3216 3457 3879 4016 34.8% 3.5%
United Kingdom 8 925 10 440 9451 9072 9 351 4.8% 3.1%
EU 28 92 090 97 317 100 454 103079 106 609 15.8% 3.4%

Source: Eurostat

2.3 EXTRA-EU IMPORTS

This chapter monitors the trade flows of the 28 Member The total EU-28 imports of woodworking products ex-

States of the EU. Only extra-EU trade is taken into account ceeded 37 billion EUR in 2018, reflecting an increase of

due to a lack of reliable figures for trade between the 3.1% compared to 2017. Both the sawmill industry and the

28 members of the EU, although these flows are most other woodworking products stricto-sensu experienced

important in absolute terms. large increases of imports (+11.0% and +7.0% respectively),
while the furniture industry rose by 1.3% only.
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TABLE 2.6:
Extra-EU imports in million EUR, 2014-2018
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18/14 ‘

NACE code 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 18/17
16.1 3156 3429 3506 3399 3774 19.6% 11.0%
16.2 5030 5691 5725 6060 6486 28.9% 7.0%
16.21 1830 2017 2035 2277 2573 40.6% 13.0%
16.22 422 451 422 456 490 16.1% 7.5%
16.23 522 638 660 662 674 29.1% 1.8%
16.24 269 361 351 385 421 56.5% 9.4%
16.29 1987 2224 2 257 2280 2328 17.2% 2.1%
Subtotal 16 8186 9120 9231 9459 10 260 25.3% 8.5%
31 20 962 24 363 25226 26772 27111 29.3% 1.3%
Total 16 + 31 29148 33483 34 457 36 231 37371 28.2% 3.1%

Source: Eurostat

Imports of other woodworking industries stricto-sensu
(NACE 16.2) rose further in 2018 (+7.0%) and all sub-
sectors were concerned by these positive develop-
ments. The main increases of imports are observed for
veneer sheets and wood-based panels (NACE 16.21,
+13.0%), packaging (NACE 16.24, +9.4%) and wood floor-
ing (NACE 16.22, +7.5%).

FIGURE 2.3:

Furniture (NACE 31) accounted for 72.5% of the extra-EU
imports of woodworking products in 2018. Sawmilling
products (NACE 16.1) accounted for 10.1% of imports and
other wood products (NACE 16.2) for 17.4%.

Extra-EU Imports 2018 — Relative importance of the NACE sub-sectors

6.9% %
1.3% 1.8%
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Source: Eurostat

M Construction elements
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M Packaging (NACE 16.24)
M Other(NACE 16.29)
M Furniture (NACE 31)

M sawmilling, planing,
impregnation (NACE 16.1)

M Wood-based panels
(NACE 16.21)

M Parquet (NACE 16.22)

In 2018, China and Russia continued to be the largest
Extra-EU suppliers of wood products to the EU, with
market shares of 18.2% and 17.5% respectively. The
United States were the third largest trading partner with
a market share of 12.3%. Imports from American coun-
tries such as Brazil and Canada amounted together to
approximately 7.9% of the market while 7.2% of imports
came from Norway and Switzerland together. 7.8% came
from Ukraine and 6.6% from Belarus. Finally, Indonesia
accounted for 3.9% of EU imports.
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FIGURE 2.4:

Extra-EU imports 2018 - Relative importance of main countries of origin
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2.4 EXTRA-EU EXPORTS
TABLE 2.7:
Extra-EU exports in million EUR, 2014-2018
NACE code ‘ 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 18/14 ‘ 18/17
16.1 5140 5053 4 974 5627 5997 16.7% 6.6%
16.2 5421 5600 5709 6 207 50953 9.8% -4.1%
16.21 2 624 2 641 2674 2948 2774 57% -5.9%
16.22 448 460 498 533 515 15.0% -3.4%
16.23 1376 1424 1434 1536 1446 51% -5.9%
16.24 524 553 568 650 676 29.0% 4.0%
16.29 449 522 535 540 542 20.7% 0.4%
Subtotal 16 10561 10 653 10 683 11834 11950 13.2% 1.0%
31 21115 22 333 22183 23 479 23578 11.7% 0.4%
Total 16 + 31 31676 32986 32 866 35313 35528 12.2% 0.6%

Source: Eurostat

The overall value of EU-28 exports of woodworking
products exceeded 35.5 billion EUR in 2018 which
is relatively stable compared to 2017 (+0.6%). On the
contrary, exports of woodworking products stricto-
sensu downturned by 4.1% in 2018, reflecting decreases
by 5.9% of exports of veneer and wood-based panels
(NACE 16.21) and of other builders’ carpentry and joinery
(NACE 16.23).
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Exports of the furniture industry remained stable (+0.4%)
while those of sawmilling, planing and impregnation
grew by 6.6%.

Furniture (NACE 31) accounted for 66.4% of the extra-EU
exports of woodworking products in 2018. Sawmilling prod-
ucts (NACE 16.1) accounted for a share of 16.9% of exports
and other wood products (NACE 16.2) for a share of 16.7%.
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Extra-EU exports 2018 — Relative importance of the NACE sub-sectors
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Source: Eurostat

2.5 DESTINATION OF EXPORTS

In 2018, the EU woodworking industries exported pri-
marily to the USA, Switzerland, China, Norway and Japan
which accounted for shares of 12.3%, 12.0%, 11.6%, 9.2%
and 8.3% of extra-EU exports respectively. Egypt followed

FIGURE 2.6:

M Construction elements
(NACE 16.23)

M Packaging (NACE 16.24)
M Other(NACE 16.29)
M Furniture (NACE 31)

M Sawmilling, planing,
impregnation (NACE 16.1)

M Wood-based panels
(NACE 16.21)

M Parquet (NACE 16.22)

Transit trade not taken into consideration, the 28 Member
States exports outside the EU amounted to 14.8% of their
overall production in 2018. The woodworking industries
stricto-sensu exported about 9% while the furniture
sector sold 22.1% of its production outside the EU.

with 4.3% of the extra-EU exports. Algeria, Australia,
Morocco and South Korea accounted for more than 2%
each and completed the top ten destinations of extra-EU
exports.

Extra-EU exports 2018 — Relative importance of main destinations
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2.6 TRADE BALANCE

The trade balance for the woodworking industries is
different according to the products. In total, the EU trade
balance decreased from -918 billion EUR in 2017 to
-1.843 billion EUR in 2018. The woodworking industries
stricto-sensu (NACE 16) ended 2018 with a surplus of
1.7 billion EUR while the furniture industry (NACE 31)

TABLE 2.8:
Trade balance in million EUR, 2014-2018

registered a negative balance of 3.5 billion EUR. In 2018, all
sub-sectors of the woodworking industries stricto-sensu
have positive trade balances except other woodworking
products (NACE 16.29) whose balance remained, as
usual, negative.

NACE code 2014 2015 2016 2017 2018
16.1 1984 1624 1468 2228 2223
16.2 391 -91 -16 147 -533
16.21 794 624 639 671 201
16.22 26 9 76 77 25
16.23 854 786 774 874 772
16.24 255 192 217 265 255
16.29 -1538 -1702 -1722 -1740 -1786
Subtotal 16 2375 1533 1452 2375 1690
31 153 -2 030 -3043 -3 293 =3 583
Total 16 + 31 ‘ 2528 ‘ -497 ‘ -1591 -918 -1843

Source: Eurostat

2.7 APPARENT CONSUMPTION

Apparent consumption of wood products grew further
by 4.6% in 2018 compared to 2017 and exceeded 241
billion EUR. The consumption of products from the
woodworking industries stricto-sensu increased by 5.5%,

TABLE 2.9:

while the apparent consumption of furniture rose by
3.5%. The other woodworking products (NACE 16.2)
improved by 6.1% in 2018 while the sawmill, planing and
impregnation products (NACE 16.1) sector rose by 3.9%.

Apparent consumption per sub-sector in million EUR, 2014-2018

NACE code ‘ 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 18/14 ‘ 18/17
16.1 33368 33879 33727 34529 35885 /5% 3.9%
16.2 82754 86776 86 355 89 933 95 438 15.3% 6.1%
Subtotal 16 116 122 120 655 120 082 124 462 131323 13.1% 5.5%
31 91937 99 347 103 497 106 372 110 142 19.8% 3.5%
Total 16 + 31 208 059 220 002 223579 230 834 241 465 16.1% 4.6%

Source: Eurostat

In this analysis, the consumption of sawmill products
(NACE 16.1) amounted to 35.9 billion EUR and accounted
for 14.9% of the total consumption of wood products in
2018. The consumption of other woodworking products
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(NACE 16.2) exceeded 95 billion EUR and represent-
ed 39.5% of the total consumption of wood products
while the consumption of furniture (NACE 31) exceeded
110 billion EUR, meaning a relative consumption of 45.6%.



FIGURE 2.7:

Apparent consumption 2018 —
Breakdown per NACE
sub-sector

Source: Eurostat

2.8 EMPLOYMENT

The figures on employment in the woodworking sec-
tor provide an indication of the overall employment,
although it should be borne in mind that some coun-
tries do not take into account firms with less than
20 employees. Thus, the global figures tend to sub-

TABLE 2.10:

EOS Annual Report 2019 - 2020

M sawmilling, planing, impregnation (NACE 16.1)
M Other woodworking industries stricto-sensu (NACE 16.2)
M Furniture (NACE 31)

stantially underestimate the employment in small and
medium-sized industrial sectors. Given the SME structure
of the woodworking industries, the actual total number
of employees in the EU-28 wood industries should be
estimated at substantially more than 2.1 million in 2018.

Employment in the EU woodworking industries, 2014-2018

NACE code ‘ 2014 ‘ 2015 ‘

2016 ‘

2017 ‘

2018 ‘ 18/14 ‘ 18/17
16.1 249 390 248 063 244 526 238 979 246 940 -1.0% 3.3%
16.2 732 291 726 810 726 997 733889 762 096 4.1% 3.8%
Subtotal 16 981681 974 873 971523 972 868 1009 036 2.8% 3.7%
31 958 126 974 931 1006 406 1014 675 1043 841 8.9% 2.9%
Total 16 + 31 1939 807 1949 804 1977929 1987 543 2052877 5.8% 3.3%

Source: Eurostat

According to the Eurostat data, employment in the wood-
working industries rose by 3.3% in 2018 and exceeded
the 2 million threshold. Employment increased both in
the woodworking industries stricto-sensu (+3.7%) and

in the furniture sector (+3.3%). Within the woodworking
industries stricto-sensu, employment upturned in the
sawmill sector (+.3.3%) while it continued to increase by
3.8% in the other woodworking industries.
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TABLE 2.11
Employment in the EU woodworking and furniture industries per EU Member State,
2014-2018

2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 18/14 ‘ 18/17

Number of employees

Austria 61013 60 433 59 997 60 507 61422 0.7% 1.5%
Belgium 25002 23785 23492 23889 23812 -4.8% -0.3%
Bulgaria 38787 39 041 39 347 39503 40 110 3.4% 1.5%
Croatia 26121 26 486 27750 28 833 29150 11.6% 11%
Cyprus 2690 2619 2715 2956 3129 16.3% 5.9%
Czech Republic 80 338 80 431 80 469 79522 78 884 -1.8% -0.8%
Denmark 20 298 20 476 17 505 17 637 17 651 -13.0% 0.1%
Estonia 24 290 25126 25373 25794 25798 6.2% 0.0%
Finland 28776 27 957 27 838 25 859 29 565 2.7% 14.3%
France 116 883 109 228 104 758 107 117 109 734 -6.1% 2.4%
Germany 274 914 282 699 278 867 276 190 278 023 11% 0.7%
Greece 19 017 15 669 18 026 17 026 17 542 -7.8% 3.0%
Hungary 34 024 35899 36 745 37124 35819 53% -3.5%
Ireland 8 644 8984 9465 9943 9907 14.6% -0.4%
Italy 249 913 239 251 237 872 237 428 240 401 -3.8% 1.3%
Latvia 32390 32113 32225 31726 31719 -2.1% 0.0%
Lithuania 49 856 50 610 51 485 50 821 50 793 1.9% -0.1%
Luxembourg 159 163 166 171 181 13.8% 5.8%
Malta 1277 1314 1282 1195 1357 6.3% 13.6%
Poland 282 015 297 638 310779 317788 345502 22.5% 87%
Portugal 57140 58 476 59 985 61 497 63 031 10.3% 2.5%
Romania 118 471 120 613 120 606 116 545 113 433 -4.3% 2.7%
Slovakia 37659 39122 35835 37963 39 078 3.8% 2.9%
Slovenia 14 262 14 259 14 541 14739 15121 6.0% 2.6%
Spain 102 839 102 491 105 724 112 208 115 386 12.2% 2.8%
Sweden 47 390 49 078 48 257 49 549 54 441 14.9% 9.9%
The Netherlands 35828 36 540 38 057 39789 40 516 13.1% 1.8%
United Kingdom 149 811 149 303 168 768 164 224 181 372 21.1% 10.4%
EU 28 1939807 | 1949804 1977 929 1987543 2052 877 5.8% 3.3%

Source: Eurostat

Among the 28 Member States, and thanks to a further reached the 350,000 jobs threshold in 2018. Finland
and significant increase of 8.7%, Poland consolidated (+14.6%), Malta (+13.6%), UK (+10.4%) and Sweden (+9.9%)
its leading position in the employment ranking in the showed the most significant increases while no marked
woodworking industries (NACE 16 + 31). Poland almost decreases in employment were reported in 2018.
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TABLE 2.12:
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Employment in the EU woodworking and furniture industries per EU Member State, 2018

Number of employees 16 16.1 16.2 31 16 + 31
Austria 34 026 11 064 22 962 27 396 61422
Belgium 11928 1509 10 419 11 884 23 812
Bulgaria 16 420 6 243 10177 23 690 40 110
Croatia 17 934 7832 10 102 11216 29 150
Cyprus 2121 14 2107 1008 3129
Czech Republic 54171 7537 46 634 24 983 79 154
Denmark 8 325 1026 7299 9 326 17 651
Estonia 17 985 5421 12 564 7 813 25798
Finland 22 506 6134 16 372 7 059 29 565
France 63247 18 063 45184 46 487 109 734
Germany 134 205 25001 109 204 143 818 278 023
Greece 6 615 1154 5461 10 927 17 542
Hungary 17 612 4211 13 401 18 036 35648
Ireland 5549 1101 4 448 4 358 9907
Italy 102 958 13182 89 776 137 443 240 401
Latvia 24 824 12 835 11989 6 895 31719
Lithuania 20 809 6990 13 819 29 984 50 793
Luxembourg 0 0 0 181 181
Malta 173 0 173 1184 1357
Poland 139 625 41 530 98 095 205 877 345502
Portugal 29 505 4968 24 537 33526 63 031
Romania 49799 25030 24 769 64 997 114 796
Slovakia 24 585 10 027 14 558 14 493 39 078
Slovenia 8 861 2 540 6 321 6260 15121
Spain 53757 6 957 46 800 61 629 115 386
Sweden 37702 14 645 23057 15277 52979
The Netherlands 14 805 1549 13 256 25711 40 516
United Kingdom 88 989 10 377 78 612 92 383 181 372
EU 28 1009 036 246 940 762 096 1043841 2 052 877

Source: Eurostat

In terms of employment, the furniture industry represent-
ed half of the jobs (51%), the sawmill industry accounted
for 12% of the employment while the other sub-sectors

accounted for 37%. Again this year, in the sawmill industry

(NACE 16.1) and the furniture sector (NACE 31), most
people were employed in Poland. Germany continues
to dominate the other sub-sectors (NACE 16.2).
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2.9 NUMBER OF ENTERPRISES

According to Eurostat, the woodworking industries
counted around 301,337 companies in 2018, this number
remains stable compared to 2017 (300,567 companies).
Among these 301,337 companies, almost 129,000 were
active in the furniture business (NACE 31) while the
sawmill industry (NACE 16.1) and the other sub-sectors
of woodworking products (NACE 16.2) accounted for
roughly 33,715 and 138,861 companies respectively.
These figures remain underestimations since small
companies are not necessarily taken into account given
the Member States’ reporting. In the furniture and the
construction elements sectors, the number of small
companies is considerable and therefore, the real num-
ber of firms could be estimated at more than 350,000
companies.

FIGURE 2.8:
Number of enterprises 2018 — Breakdown
per NACE sub-sector

M sawmilling, planing, impregnation (NACE 16.1)
Other woodworking industries stricto-sensu (NACE 16.2)

M Furniture (NACE 31)

Source: Eurostat

EOS expresses gratitude to Ms Isabelle Brose, European Federation of the Parquet Industry (FEP)
and to Mr Orifion Abidov, European Panel Federation (EPF) for their precious contribution in drafting
this chapter of the EOS Annual Report 2019/2020.
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SPECIAL

During
January-May
2020 import
decreased by
15% compared
to 2019.

China — Softwood lumber

The steady increase in softwood lumberim-
port in China continued during the first six
months of 2019, but then entered a falling
trend. Softwood lumber import in China
during 2019 amounted to 27.1 million m?
which means an increase by impressive 11%
(compared to 2018). It is worth mentioning
that import ten years ago amounted to
only 6.3 million m® During January-May
2020 import decreased by 15% compared
to 2019. The seasonally adjusted trend in
May runs at approximately 2 million m?®.
That figure can be compared to the average
figure for 2019 which was 2.25 million m?>.
However, the import is still at a very high
level (figure 1).

FIGURE 1. CHINA

Monthly import of softwood lumber

EOS Annual Report 2019 - 2020

Continued low prices for crude oil again
have lowered lumber imports in the Middle
East and the volume is now running at an
extremely low level. Imports in North Africa
increased by 4% in 2019. European con-
sumption is still considerably lower than
before the financial crisis and the figure
for 2019 was only 0.8% higher than 2018.
To that we can add higher European lum-
ber production due to an oversupply of
saw logs as a result of massive attack from
spruce bark beetle. China as a softwood
lumber importer is nowadays of greatest
importance when we are talking about bal-
ance in the market for softwood lumber
worldwide.
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When including the figures for May 2020,
the trend line for import from Russia stabi-
lizes just over 1.2 million m* and import de-
creased by 14% during the first five months
of 2020. The import from Canada during
January-May 2020 decreased by no less
than 54% and at the same time import from
Europe increased by notable 26%. Import
trend line from Europe is now running at
approximately 400,000 m* compared to

FIGURE 2: CHINA

Monthly import of softwood lumber

approximately 200,000 m? for Canada. Just
a few years ago, the situation was reversed.
Import from Canada is now at the lowest
level since 2008 (figure 2).

As can be seen in figure 2, Russia totally
dominates as a supplier with an average
monthly export of just over 1.2 million m?>.
Eight years ago, Canada was the main
supplier. No doubt, during a quite short
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FIGURE 3: CHINA
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No doubt, during
a quite short
period we have
seen dramatic
changes among
the main
suppliers, where
Europe has taken
a larger market
share, and
Canada has

lost shares.
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period we have seen dramatic changes
among the main suppliers, where Europe
has taken a larger market share, and Canada
has lost shares.

The market share for Europe is at the be-
ginning of 2020 running at approximately
20% compared to 10% just five years ago.
The market share for Canada decreased
during the same period from 30% to 10%.
Other exporters have had minor changes
(figure 3).

A growing population and massive migra-
tion are still the main factors for softwood

lumber consumption and will continue to

support a high demand for lumber. The

furniture industry was also in 2019 an im- TABLE 1: CHINA

portant consumer of softwood lumber  Import of softwood lumber (1 000 m°)
and the forecast is positive. We can see

more wooden construction and a grow- 2019 2018 2019/2018
ing interest in using lumber as a nature .
) ) Russia 16 076 15067 +7%
friendly material. Of course, the COVID-19
! : : : Europe (excl. Russia) 4541 2 830 +60%
virus attack will have an influence during a
limited period. Canada 4323 4150 +4%
Chile 681 741 -8%
Russia was the main supplier and deliv- New Zealand 399 367 +9%
ered 16.1 million m?* softwood lumber to us. 353 531 -34%
China during 2019 (+7% compared to 2018). Other 679 756 -10%
Second largest supplier was Europe (main
Total 27 052 24 442 +11%

European exporters excluding Russia) with
a total export of 4.5 million m® (+60%). The
import from Canada was 4.3 million m?
(+4%) (table 1). TABLE 2: CHINA
Import of softwood lumber (1 000 m?) from main
When looking at the European exporters, European exporters
the Finnish export to China increased by 8%
to 1.2 million m® during 2019 (compared to 2019 2018 2019/2018
2018) and is the leading European exporter

Europe: Main European exporters. Source: Chinese Customs.

. . ) Finland 1231 1142 +8%

(excluding Russia). Imports from Ukraine
increased by dramatic 104% and is now sec- Ukraine 1034 >06 o
ond largest European exporter. Germany in- Clal iy 73 = S
creased shipments by 378% during 2019. In Sweden 729 /708 +3%
2018, Sweden was second largest European Belarus 385 80 +381%
supplier (after Finland, excluding Russia), but Baltics 245 133 +84%
will have to settle with fourth place during Austria 108 70 +54%
2019 with a minor increase of 3%. Belarus Romania 78 38 +105%

increased the export by remarkable 3817%.
Total 4 541 2830 +60%

The steady increase from European export-

. . Source: Chinese Customs
ers is shown in table 2.
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As can be seen in figure 4 the import from and several countries have reached new
the European exporters (excluding Russia) top levels.
has increased clearly during the past years

FIGURE 4: CHINA
Monthly import of softwood lumber
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The very strong increase of shipments (smoothed time series). Both Sweden and
from Ukraine and Belarus have of course Finland have reduced their market shares
changed the market shares for European during the past few years and are now at
exporters (Russia excluded) dramatically very low levels for each country (figure 5).

FIGURE 5: CHINA
Softwood lumber import from Europe
Shares of European export to China
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The rapidly increasing importin China is of
course closely linked to the construction
sector where residential building again is
the main sector, but there is also a strong
demand for furniture and other further
processed goods. In 2019, the amount of
started housing surpassed the amount of

FIGURE 6: CHINA
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sold housing (figure 6). Compared to the
situation a few years ago the floorspace for
sale is much lower (figure 7). This stabilizes
the building industry long term and the
ongoing urbanization is an important factor
and will no doubt increase it further.
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Source: China Statistical information Network
FIGURE 7: CHINA
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In 2019,
the amount
of started
housing
surpassed
the amount
of sold
housing.
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China — Softwood logs

Total import of softwood logs in China has 2019 was 41.6 million m? (+5% compared to
increased clearly since 2009 and was at the 2018). During January-May 2020 the trend
end of 2019 running at approximately 3.8 line for the import decreased rapidly and
million m® on a monthly basis (seasonally imports amounted to 13.9 million m* (-21%
adjusted figures, figure 8). The import during compared to 2019) (figure 8).

FIGURE 8: CHINA
Monthly import of softwood logs
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Softwood log import from Russia has time, we have seen a dramatic increase in
changed dramatically during the past dec- import of logs from New Zealand, which
ade with a complete switch from logs to have compensated falling volumes from
lumber. This trend will likely continue in Russia. During the past year, log import
the coming years (figure 9). At the same from Europe has also increased clearly.

FIGURE 9: CHINA
Monthly import of softwood lumber & logs from Russia
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As can be seen in figure 10, import of soft-
wood logs from Russia is at a bottom low
volume and Europe at a record high volume.
New Zealand is still the main supplier but
has entered a falling trend since the middle
of 2019. Import of logs from Europe has in-

FIGURE 10: CHINA
Monthly import of softwood logs

creased dramatically since the beginning of
2019 and this is of course a result from attack
from bark beetles. However, when looking
forward, volumes from Europe will fall rap-
idly. So, the main question will be where to
find softwood logs when looking forward.
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The import of softwood logs from Europe
comes mainly from Germany and the Czech
Republic. Both countries had a massive in-
crease of shipments during 2019 by +1846%

FIGURE 11: CHINA

Last observation: May

and 1258% respectively (compared to 2018).
Import from Czech Republic decreased dur-
ing the beginning of 2020 compared to the
high levels seen in end of 2019 (figure 11).

Monthly import of softwood logs from Europe
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Import of logs
from Europe
has increased
dramatically
since the
beginning of
2019 and this
Is of course

a result from
attack from
bark beetles.

Germany
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Southeast Asia (excluding China
and Japan) — Softwood lumber

In Southeast Asia, China and Japan are the
main importers of softwood lumber, but
many other countries in the region have
increased import substantially compared to
the situation just a few years ago. However,
since the beginning of 2019 import entered

a slightly lower phase and is in the beginning
of 2020 running at a monthly average level
of approximately 425,000 m® compared
to approximately 150,000 m® during 2007
(figure 12).

FIGURE 12: SOUTHEAST ASIA (EXCLUDING CHINA AND JAPAN)
Monthly import of softwood lumber from main exporters
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FIGURE 13: SOUTHEAST ASIA (EXCLUDING CHINA AND JAPAN)
Market shares for main softwood lumber exporters
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Since the
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As can be seen in figure 13, European ex-
porters also gain market shares rapidly in
this region. The market share for Europe
has increased from just over 20% in 2007 to
nearly 60% in 2019 and at the same time the
trend has been falling for all other leading
exporters except Chile.

Growing economies and high construction
activity in several countries in the region
continue to support a steady increase in
import even if COVID-19 now lower con-
struction and import activity.

Softwood lumber import in India has
increased by significant 199% during the
past 5 years (2019 compared to 2014) and
India was the second largest importer in
the region during 2019 (after South Korea,
excluding China and Japan). Government of
India’s "Housing For All” scheme is expected
to bring USS 1.3 trillion investments in the
housing sector by 2025. By 2025, it will
contribute 13% of the country’'s GDP. The
number of Indians living in urban areas is
expected to reach 543 million by 2025.
Demand for residential properties has
surged due to increased urbanization and
rising household income. India is among

the top 10 price appreciating housing
markets internationally and real estate has
become a preferred asset class for invest-
ments. About 10 million people migrate to
Cities every year. Itis a growing demand of
energy efficient and environment friendly
architecture.

South Korea is the main importer when
we analyze the softwood lumber import
in the region from main exporters (exclud-
ing China and Japan), but the trend line
for import entered a falling phase during
the second half of 2018 and continued
to fall for a year. During the beginning of
2020, the trend line has increased slightly.
Commencement for wooden building con-
struction in the country has fallen rapidly
during the past years and this has of course
a negative influence on lumber import.

When including the figures for April 2020,
the trend line for softwood lumber import
in Taiwan has entered an increasing trend
after falling during mid-2018 until mid-2019.
For Vietnam, the trend line for import is
quite stable since the beginning of 2019
(figure 14).

FIGURE 14: SOUTHEAST ASIA (EXCLUDING CHINA AND JAPAN)
Monthly import of softwood logs from main exporters
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THE WOODWORKING INDUSTRIES IN THE EUROPEAN UNION (EU-28)

Total softwood lumber import in the
region decreased by 9% during 2019 to
5.2 million m?* (compared to 2018). Increased
import was seen in India and Vietham. The
other countries imported lower volumes
(table 3). If we analyze the import figures
in the region during January-April 2020
(compared to same period 2019) import
are falling further in all countries except

Chile and Canada were the main suppliers
to the region during 2019 and they lowered
shipments by 15% and 34% respectively
(compared to 2018). Germany was third
largest exporter and increased the volume
with no less than 18%. Fourth largest
exporter Russia decreased export by 2%. It
is worth mentioning that Europe (excluding
Russia) exported 2.35 million m* during

Europe’s total
market share
(excluding
Russia):

45%

2019, which means a market share of 45%
(table 4).

Taiwan. The import in the region in total
during January-April 2020 decreased by 8%.

TABLE 3: SOUTHEAST ASIA (EXCLUDING CHINA AND JAPAN)
Import of softwood lumber (1 000 m®) from main exporters

Importer 2019 2018 2019/2018
South Korea 1808 2058 -12%
India 862 653 +32%
Taiwan 804 990 -19%
Vietnam 633 617 +3%
Philippines 479 574 17%
Pakistan 404 521 -22%
Thailand 208 270 -23%
Total 5198 5683 -9%
Source: Eurostat, Russian Customs, USDA, Statistics Canada, Stats NZ, Ukraine Statistics, Belstat, INFOR

TABLE 4: SOUTHEAST ASIA (EXCLUDING CHINA AND JAPAN)

Import of softwood lumber (1 000 m®) from main exporters
Importer 2019 2018 2019/2018
Chile 812 951 -15%
Canada 798 1212 -34%
Germany 769 654 +18% -
Russia 468 478 2%
New Zealand 465 573 -19%
Baltics 368 302 +22% Germany was
Austria-Slovenia 315 264 +19% third largest
u.s. 308 319 -3% exporter and
Sweden 290 260 +12% increased the
Ukraine 287 372 -23% VOlume Wlth
Finland 224 203 +10% O
Romania 91 92 -1% +18 /o
Belarus 3 3 =
Total 5198 5683 -9%

Source: Eurostat, Russian Customs, USDA, Statistics Canada, Stats NZ, Ukraine Statistics, Belstat, INFOR
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When looking forward, growing economy
and heavy investments in the construction
sector will support higher softwood lum-
ber consumption even if duties, politics
and pandemics can have an influence for
a limited period.

According to a recently published report
from UN there are signs of climate change,
such as increasing land and ocean heat,
accelerating sea level rise and melting ice,
contributed to making 2019 the second
warmest year on record. The report doc-

uments the increasing impacts of weather

and climate events on several factors like
human health, food security, and land and
marine ecosystems.

Softwood lumber is an environmentally
friendly material that will help solve the
problem with carbon dioxide affecting
countries worldwide. It is created by the
nature for the nature.

Jenny Wessung, CEO
Woodstat AB
jenny.wessung@woodstat.com
www.woodstat.com

wWoodstat

YOUR SOURCE TO SOFTWOOD LUMBER MARKET NEWS

Woodstat helps you who work with soft-
wood to know what happens on the mar-
ket worldwide. Our aim is to help you make
better decisions for your company. To do

this we publish around 400 newsletters
each year and offer a charts collection
online with the latest statistics covering
the softwood lumber market worldwide.
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KNOW YOUR MARKET.
GET AHEAD.

Knowing what happens on the softwood lumber market makes it easier to
make great decisions. Let us help you with the first part, the restis up to you.
We deliver Market News 24 hours a day and 7 days a week.

Start your free trial today! Use the promo code E0S2020 for an extended trial.

Woodstaft

STATISTICS AT A NEW LEVEL

Visit us at WWW.WOODSTAT.COM



EOS Annual Report 2019~ 2020

Overview of the
iIndustrial roundwood
and sawnwood markets

Updated global data that keep into account the disruption
in the markets caused by COVID-19 are at this writing
unavailable (August 2020). The first part of this chapter
will present the top 20 largest producers, importers and
exporters of industrial roundwood, sawn softwood and
sawn hardwood at global level. These macrofigures
help understand the most important players in the
woodworking industry at global level even though the
latest available data of these kind date back to 2019.

However, statistics and considerations for North America
(part 2 of this chapter) already incorporate the turmoil
caused by COVID-19. Together with the special focus
on the Chinese situation and the exhaustive overview of
European markets (in chapter 4), the chapters on North
America ensure that this edition of the EOS Annual Report
already provide a picture of the market as impacted by
the coronavirus outbreak.

3.1 LARGEST GLOBAL PRODUCERS, EXPORTERS, AND
IMPORTERS OF INDUSTRIAL ROUNDWOOD, SAWN
SOFTWOOD AND SAWN HARDWOOD

Industrial Roundwood

TABLE 3.1:

World largest producers, exporters and importers of roundwood, 2019, m?

Removals Exports Imports

USA 387701948 New Zealand 22 665 805 China 61106 857
Russian Federation 203193 943 Russian Federation 15 857 000 Austria 10 504 573
China 181702 877 Czechia 15296 767 Sweden 8791 472
Brazil 158 081 000 Germany 8 558 019 Germany 7270 611
Canada 143 994 045 USA 7 800 500 Finland 6233960
Indonesia 74 041000 Canada 7547771 Canada 4710 253
Sweden 68 500 000 Australia 6 327 822 Republic of Korea 4 281 141
Finland 55950 637 Poland 4174 902 India 4234770
Germany 53 424 948 France 3 876 696 Belgium 3889 299
India 49 517 000 Papua New Guinea 3752924 Italy 3211633
Chile 47 595 344 Norway 3648503 Japan 3030 365
Poland 38 853 030 Estonia 2927 493 Viet Nam 2 624 000
Viet Nam 37 335420 Belgium 2706 630 Portugal 2273883
New Zealand 35949 000 Solomon Islands 2 655 044 USA 1803 643
Australia 32 939 304 Latvia 2 651872 France 1262 550
France 25654 926 Slovenia 2298236 Latvia 1228879
Czechia 25 449 856 Uruguay 2119 395 Czechia 1218783
Japan 23176 000 Spain 1947 264 Slovakia 1206 549
Turkey 22700 000 Lithuania 1888736 Poland 1155 216
Belarus 15962 100 Slovakia 1491 687 Romania 1138 999

Source: UNECE/FAO 2020 and EOS re-elaboration
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Sawn Softwood

TABLE 3.2:
World largest producers, exporters and importers of sawn softwood, 2019, m?

Production Exports Imports

USA 60 042 300 Russian Federation 31474 000 China 29 702 453
Canada 41 510 304 Canada 27713 922 USA 24 551 816
Russian Federation 41 266 000 Sweden 12 601 014 UK 6 434 619
China 40 245 000 Finland 8 954 937 Japan 5511635
Germany 23306983 Germany 8786 847 Germany 4797 155
Sweden 18 630 000 Austria 6 089 639 Italy 3740797
Finland 11 360 000 Belarus 3987 025 Egypt 3619 580
Austria 10 343 000 Chile 3662 848 Netherlands 3458 892
Japan 8 383 000 Czechia 3518 466 Uzbekistan 2 744 472
Chile 8 025 300 Ukraine 2 802 831 France 2478 309
Brazil 7840 000 Latvia 2764 000 Denmark 2 144 015
France 6 559 000 Brazil 2563000 Republic of Korea 1847 486
Turkey 5950 000 USA 2 304 637 Saudi Arabia 1821682
Belarus 5105000 New Zealand 1939 369 Austria 1785791
New Zealand 4 414 966 Belgium 1238 629 Mexico 1759 000
Poland 4400 000 Romania 1192 946 Algeria 1563498
Czechia 4 350 000 Estonia 1036758 Belgium 1464177
Romania 3999 400 Slovakia 961 790 Estonia 1298 482
Australia 3923998 France 940 764 Morocco 1247 482
Ukraine 3500000 Slovenia 881 348 Latvia 1170 000

Source: UNECE/FAO 2020 and EOS re-elaboration

Sawn Hardwood

TABLE 3.3:
World largest producers, exporters and importers of sawn hardwood, 2019, m?

Production Exports Imports

China 50 047 700 USA 3708 790 China 9752 814
USA 22 429 400 Thailand 3606 000 Viet Nam 1880 000
Viet Nam 6 000 000 Russian Federation 1888 000 Netherlands 902 011
India 4889 000 Malaysia 1795 364 Canada 887279
Thailand 4500 000 Cameroon 1046 000 Denmark 834 031
Indonesia 4169 000 Croatia 1022 079 Italy 792 903
Malaysia 3301802 Gabon 772 062 USA 771564
Russian Federation 3200000 Germany 759 540 Egypt 664 649
Brazil 2400 000 Canada 598 183 Thailand 629 000
Turkey 2400 000 Romania 534 237 UK 602 509
Nigeria 2 000 000 France 532 083 India 507 288
Myanmar 1750 000 Brazil 494 536 Belgium 497 042
Romania 1600 000 Latvia 438 000 Germany 401 091
Croatia 1390 566 Belgium 403701 Mexico 382 384
Argentina 1315 330 Philippines 386 000 Czechia 313 336

Source: UNECE/FAO 2020 and EOS re-elaboration
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Production Exports Imports
Bosnia and 1300 000 Ukraine 352 000 France 286 717
Herzegovina
Cameroon 1300 000 Indonesia 333000 Poland 276 915
Germany 1266 369 Bosnia and 265780 Malaysia 229 000
Herzegovina
France 1254 000 Serbia 253000 Austria 195 691
Gabon 1100 000 Lithuania 251 474 United Arab Emirates 194 301
Source: UNECE/FAO 2020 and EOS re-elaboration
Sawn softwood

‘ Unit 2019 2020 2021
Production 1000 m? 41527 40 163 43 812
Imports 1000 m° 517 535 570
Exports 1000 m* 28 851 28 098 29 831
Consumption 1000 m* 13193 12 600 14 552

Unlike many other regions, Canada has not seen a major
COVID-19 outbreak. Canadian policymakers are going to
want to keep it that way and will therefore maintain tight
public-health restrictions. Canadian fiscal policymakers
have likewise aggressively tried to support households
and businesses during this unprecedented period.

We estimate that Canada’s real GDP declined at a 30%
annualized rate in the second quarter, and that it will
bounce back sharply in the third quarter and grow stead-
ily through 2021. Still, the sharp downturn in the second
quarter will push Canadian GDP down nearly 7% in 2020.
With interest rates remaining low and the government
continuing to pump money into the economy to prop it
up, we expect GDP will grow nearly 4% in 2021.

The Canadian homebuilding sector appears to have
withstood the COVID-19 virus. Thus far in 2020, the
sector has experienced only one month of starts under
195K units (164.9K units in April), and the most recent
figures showed a 245K surge in July. The forecast shows
housing starts averaging slightly over 200 units over the
remainder of 2020, and the risks are tilted toward the
upside given the recent evidence.

Our analysis assumes that tighter lending rules, along
with more cautious consumers, weak income growth,
and the absence of pent-up demand, will eventually

restrain the recovery in residential construction. Note that
Canadian housing starts have averaged more than 200K
units since 2010, compared to an underlying demand of
about 180K units. As a result, our forecast shows starts
dipping slightly to 195,000 units in 2021.

Canadian real residential-improvement expenditures de-
clined slightly in 2019 and are projected to dive by about
7%in 2020 and then surge robustly in 2021. Strong growth
in residential improvements with flat housing starts will
push Canadian sawnwood demand higher in 2021.

The main driver for Canadian sawnwood production
is not domestic consumption, but rather exports— and
exports to the US and China in particular. The COVID-19
recession is expected to cause exports to decline 3% in
2020. We do expect a sharp rebound in US demand, but
the outlook for China is not as strong.

Exports to the US should remain strong as the country’s
residential-construction markets have not been affected
by the COVID-19 recession like other sectors of the econ-
omy. Moreover, we expect low interest rates, tremendous
pent-up demand from a decade of underbuilding, and
strong demographic tailwinds will all bolster US residen-
tial-construction markets in 2021. Meanwhile, Canadian
sawnwood shipments to China have fallen dramatically
as the weak Russian ruble has shifted China’s main supply
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of softwood sawnwood from Canada to Russia, with the
increased supply of beetle-killed European sawtimber
taking additional market share in 2019-20. Based on
this profile, we expect Canadian exports will increase
6% in 2021.

Canadian sawnwood capacity has contracted in 2019-20.
Expansions in the eastern provinces were more than offset
by closures in British Columbia as long-dead beetle-killed
wood became too expensive to process economically or
operationally. High prices and profitability in 2020 will lead
to investment, which should increase capacity in 2021.
However, fiber-supply constraints in British Columbia will
limit capacity growth for the year.

We expect sawtimber production costs will edge lower in
2020 for a number of reasons, including low sawtimber
prices in 2019 and weak consumption in 2019-20 driving
down timber prices, closure of higher-cost facilities as
mills try to bring production in line with weaker demand,
and falling manufacturing costs. Most components
of manufacturing costs will fall in 2020. Energy pric-
es have fallen sharply. Labor markets have weakened
tremendously, putting downward pressure on labor
costs. Finally, mills will cut miscellaneous costs in an
effort to stay as lean as possible while there is so much
uncertainty surrounding COVID-19. As a result, we expect
inflation-adjusted costs will fall an average of 3% in 2020.
Sawtimber production costs will likely see a near-term

3.3 UNITED STATES

Sawn softwood

‘ Unit ‘

bottom in 2020. We expect most costs will increase as
sawtimber demand and prices begin to recover in 2021.
Canadian sawnwood prices are mainly driven by de-
mand/supply conditions in the US market. Sawtimber
prices have hit record levels in 2020. This is not because
demand is exceptionally strong. Rather, it is because
demand is much stronger than market participants ex-
pected. In March—May, mills slashed production and
dealers aggressively drew down inventories in anticipa-
tion of sharply weaker demand as fear and uncertainty
around COVID-19's effect on the economy dominated
mill planning. However, instead of plunging as most
people expected, end-use markets for sawtimber actually
strengthened significantly. This drove dealers back to the
mills at a time when production was down and mills didn't
have inventory. Consequently, sawtimber prices have
rocketed higher and, for the year as a whole, we predict
prices will increase an average of 57% from last year.

After hitting such extreme highs this summer, we expect
prices will fall more than 20% in 2021. The decline is
not because of weak demand or falling operating rates.
Part of the price spike in 2020 was because mills cut
back production in the expectation that demand would
plunge. We assume this will not happen in 2021; in
fact, we assume mills will increase production to meet
stronger expected demand. With production remaining
more in line with demand next year, prices will fall back
toward more "normal” profit levels.

2019 2020 2021
Production 1000 m? 59 767 60918 66 336
Imports 1000 m* 24 759 25 637 27 159
Exports 1000 m* 2 311 2144 2 391
Consumption 1000 m? 82 214 84 411 91104

The US economy has seen dramatic swings in 2020.
Real GDP contracted at a record 31.7% annualized rate
in the second quarter thanks to the COVID-19 outbreak
and various measures taken to combat the virus. The
high-frequency data point to a strong bounce back in the
third quarter, with our forecasts showing a 27.7% annualized
gain. Even with this snapback, we expect the US economy
will contract 5% in 2020.
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The US economy has been surprisingly robust in the face
of persistent outbreaks of the virus, and ongoing social
distancing and other mitigation measures. Moreover, we
do not expect another round of shelter-in-place orders,
for a number of reasons: (1) increasing uncertainty over
the cost relative to the benefit of widespread closures;
(2) mitigation measures (masks, social distancing, etc.)
being more effective at controlling the spread than in



the spring; (3) more rapid localized closures limiting the
spread so we don't need a nationwide shutdown; (4) better
treatment lowering the mortality (and therefore decreasing
the benefit relative to closure costs); and (5) the increasing
probability, as time passes, that a vaccine and/or antiviral
drug will be developed. Consequently, we expect the US
economy will expand at a 4.5% rate in 2021.

While this is robust growth relative to history, 2021 actual
US economic output (as measured by GDP) will remain
below 2019 levels.

The Fed has responded in a quick and decisive manner to
the severe COVID-19 recession. ltimmediately cut its short-
term interest-rate target to the zero bound, and has inject-
ed nearly S3T into the economy by purchasing an array
of financial assets. Meanwhile, the 10-year bond yield has
traded in a narrow range near 0.75% for the last five months
and is projected to climb only gradually over the next
few years. This has translated into record-low mortgage
rates—the average 30-year fixed-rate mortgage is 2.91%,
nearly 50 basis points (0.5%) below its previous record low.
With unemployment currently at its second-highest level
since the 1950s, and the Fed announcing a policy shift to
“average inflation targeting,” which is likely to allow higher
inflation than its standard 2% target, the low-interest-rate
environment is here to stay through 2021 (and beyond).

While the overall economy is experiencing the most severe
recession since the Great Depression, the two end-use
markets for sawtimber, new residential construction (hous-
ing starts) and residential improvements, have actually been
doing very well. US housing starts plunged nearly 40% from
their first-quarter average of 148 million units (SAAR) to
0.93 million units in April as fears of a rapid decline in de-
mand caused builders to delay projects. However, plunging
interest rates and rising income (as households began
receiving government transfer payments) actually caused
demand for homes to surge. As a result, builders quickly
ramped up production, with July starts slightly exceeding
their 2020Q1 average at 1.50 million units. Meanwhile,
residential-improvement expenditures saw very little
change, slipping less than 1%, from $148.2 billion (SUS 2012,
SAAR) in the first quarter to $147.6 billion in the second.

We expect residential-construction markets will continue
to outperform the overall economy over the next year for
a number of reasons. First, interest rates will remain low.
Second, there is a tremendous amount of pent-up demand
for housing in the US (estimates of underbuilding over
the last decade range from 1.5 to 4.0 million units). Third,

EOS Annual Report 2019 - 2020

demographics are highly favorable to strong demand,
with the largest age groups currently in their late twenties
and early thirties, prime home-buying years. Finally, we
expect a shift from multifamily to single-family living as
households leave high-density urban centers in favor
of lower-density suburbs. This shift toward single-family
construction will result in higher demand for sawtimber
as a new single-family home in the US uses about three
times more wood than a new multifamily home.

We also expect strong residential-improvement demand
through 2021. The economic conditions that are favorable
to new home construction (low interest rates and decent
income growth) will also bolster residential-improvement
expenditures. In addition, COVID-19-related closures have
limited the activities households can spend their time
and money on. With households dramatically reducing
their spending on vacations, cultural or sporting events,
and going out to eat, fixing up their homes is one of the
few things they have left. This, combined with the aging
housing stock (the average home built in the US today is
nearly 25% larger than the median home in the housing
stock), will cause residential-improvement expenditures to
remain high through 2021.

These factors should push US sawnwood apparent con-
sumption up 2.7% in 2020 and 7.9% in 2021.

US sawnwood exports plunged in 2019 as the trade war
with China heated up and the tariff on Chinese imports
of US softwood ratcheted up to as much as 25%. Exports
continued to fall in the first half of 2020 as COVID-19 shut
down the Chinese economy. As a result, we expect exports
to fall an additional 7% in 2020. We expect the global
economy will begin to rebound in 2020 and US-China
relations will begin to improve. Consequently, we expect
exports willincrease 12% to 2.4 million cubic meters. While
up sharply from 2020 levels, this will be well below the
average of the 2010s.

Capex plunged in 2020Q2 as companies strove to preserve
working capital, and as economic uncertainty slowed
expansion. Moreover, any expansions in the US South
were offset by closures in the West. Mills will begin to
invest some of their recent profits, but only after they gain
confidence that housing and other end-use markets will
not slip back into a COVID-19-induced recession. As a
result, US capacity will be up just 0.5% in 2019. Once mills
see that the recent demand growth is not fleeting and
prices don't plunge to costs, companies will begin to invest
in their mills. However, Western fiber-supply constraints will
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hold total US capacity growth to an expected 1.1% in 2021.
We expect sawtimber production costs will edge lower in
2020 for a number of reasons, including low sawtimber
prices in 2019 and weak consumption in 2019-20 driving
down timber prices, closure of higher-cost facilities as mills
try to bring production in line with weaker demand, and
falling manufacturing costs. Most components of manu-
facturing costs will fall in 2020. Energy prices have fallen
sharply. Labor markets have weakened tremendously,
putting downward pressure on labor costs. Finally, mills
will cut miscellaneous costs in an effort to stay as lean as
possible while there is so much uncertainty surrounding
COVID-19. As a result, we expect inflation-adjusted costs
will fall an average of 1% in 2020.

Sawtimber production costs will likely see a near-term
bottom in 2020. We expect most costs will increase as
sawtimber demand and prices begin to recover in 2021

Sawtimber prices have hit record levels in 2020. This is not
because demand is exceptionally strong. Rather, it is be-
cause demand is much stronger than market participants
expected. In March—May, mills slashed production and
dealers aggressively drew down inventories in anticipa-

tion of sharply weaker demand as fear and uncertainty
around COVID-19's effect on the economy dominated
people’s planning. However, instead of plunging as most
people expected, end-use markets for sawtimber actually
strengthened significantly. This drove dealers back to the
mills at a time when production was down and mills didn't
have inventory. Consequently, sawtimber prices have
rocketed higher.

We anticipate sawtimber prices will begin to fall in late
September and early October, and continue to decline
through January of next year. For the year as a whole,
we predict prices will increase an average of 48% from
last year.

After hitting such extreme highs this summer, we expect
prices will fall 17.5% in 2021. The decline is not because of
weak demand or falling operating rates. Part of the price
spike in 2020 was because mills cut back production in
the expectation that demand would plunge. We assume
this will not happen in 2021; in fact, we assume mills will
increase production to meet stronger expected demand.
With production remaining more in line with demand next
year, prices will fall back toward more "normal” profit levels.
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Main results from
the EOS market survey
— August 2020 - and

COVID-19 impact on
the sawmill industry

Chapter 4 analyzes the sawnwood
markets over the last few years

in the EOS countries in general
(big consumer countries such as
Italy* and the United Kingdom,
which are not EOS members, are
also included). For a more detailed
country-by-country analysis,

see section 4.5.

First of all, however, we provide some considerations
on the impact of COVID-19 on the European economy
(for an exhaustive analysis of the economic context
see Chapter 1: there we focus on the response of the
European institutions to the crisis).

The COVID-19 pandemic and the correlated lockdowns
have led to unprecedented economic costs around
the world. While COVID-19 represents a global shock,
European countries with larger outbreaks have suffered
significantly larger economic losses.

Short-term effects, such as massive job losses in particu-
lar sectors, the application of reduced working hours
and other measures to safeguard against redundancies,
have been put in place since the very beginning of the
pandemic. All around Europe, everyday life has been
massively transformed with telework becoming the new
reality for many white-collar jobs.

To combat the immediate economic consequences of
COVID-19, the European Commission (EC) has mobilised
the resources within the EU budget to help SMEs by

* For Italy only hardwood data are available

making €1 billion available in an EU budget guarantee to
the European Investment Fund (EIF) which, in turn, will
provide liquidity and guarantees to banks, mobilising
€8 billion in working capital financing. In order to help
repair the economic and social damage brought by the
coronavirus pandemic, kick-start European recovery,
the European Commission proposed on 26 May a major
recovery plan for Europe based on harnessing the full
potential of the EU budget.

On 21 July 2020, the EU leaders agreed on this recov-
ery plan and the multiannual financial framework for
2021-2027, leading the way out of the crisis and laying
foundations for a modern and more sustainable Europe.
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MAIN RESULTS FROM THE EOS MARKET SURVEY — AUGUST 2020 — AND COVID-19 IMPACT ON THE SAWMILL INDUSTRY

4.1 GENERAL INFORMATION ABOUT THE TIMBER MARKETS

Chapters 4.1-4.5 analyze the timber markets. Chapter
4.1is about long-term dynamics: we provide some data
regarding the performance of sawnwood markets over

FIGURE 4.1:
EU sawn softwood production 2000-2019 in m*

the last twenty years in terms of production both for
softwood and hardwood in the whole European Union.
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Source: FAOstat, EOS reelaboration == Sawn Softwood == Linear (Sawn Softwood )

Sawn softwood production peaked in the EU right before
the global financial crisis of 2008. After some stuttering
years right after the crisis, production has been steadily
growing in line with GDP (or in some years even at a high-
er pace) for some years on the back of strong exports and
recovering construction markets. A slowdown occurred
in 2019. The year 2020 started on a brighter note but then

FIGURE 4.2:

the coronavirus crisis hit the sawmill industry. It remains
to be seen what the full effect of the crisis will be, but
many countries across Europe (particularly in the North
and in the DACH area) have been navigating the crisis
quite well at this writing (September 2020) while Southern
Europe, France, and the UK are struggling.
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Sawn hardwood production across the European Union
never really recovered after the 2008 global financial cri-
sis. There were good years and the European hardwood
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sawmillers provide first-class products, but continuing
weakness of the furniture sector as well as for many
years high exports of quality raw material towards Asian



countries (especially China) have hampered the sector.
The parquet industry, which consumes high quantities

4.2 SAWN SOFTWOOD

EOS Annual Report 2019 - 2020

in particular of oak, has not really been growing after the
global financial crisis of 2008.

4.2.1 Overview of EOS Sawn Softwood Production

TABLE 4.1

Overview of the EOS sawn softwood production 2016-2021 in 1,000 m?

2016 2017 2018 2019 2020* 2021* | 20/19 % var.
AT 9250 9 650 10 200 10 343 9800 10 000 -5.2%
BE 1400 1350 1450 1450 1400 1450 -3.4%
CH 1074 1037 1075 1077 1075 1073 -0.2%
DE 21109 22 056 23000 23505 24 000 24 500 2.1%
DK 310 304 300 331 351 351 6.0%
FI 11400 11700 11800 11 354 10 000 10 500 -11.9%
FR 6400 6596 6795 6 559 6600 6 800 0.6%
Lv 2792 2 662 2730 2 660 2600 2 660 -2.3%
NO 2533 2 655 2675 2 650 2 550 2500 -3.8%
RO 3900 3600 3550 3500 3000 2900 -14.3%
SE 18 011 18 309 18 300 18 600 18 180 18 100 -2.3%
UK 3624 3728 3650 3410 2984 3618 -12.5%
EOS 81803 83 647 85525 85439 82540 84 452 -3.4%
*Estimates

Sawn softwood production in this group countries (EOS
+ UK) peaked in 2018 and in 2019. In 2020 due to the
impact of coronavirus overall production is expected
to decrease by around 3.4%. This is, however, much
lower than the projected GDP slump (see Chapter 1 for
more information). In some countries, such as Germany,
production is even projected to increase.

That has to do, among other factors, with high availability
of raw materials due to the widespread weather-related
calamities across Europe, particularly indeed in Germany
(and Czech Republic), for the fourth year in a row. It
seems that as a result of climate change beetle-dam-
aged logs will be a dominant factor in the market in the
next few years. How the industry will adjust is a major
challenge for sawmills across Europe.

Overseas deliveries keep representing an important
market driver for many companies across Europe with
around one quarter of production exported. In 2020
China and the United States are the standout markets

for many European exporters. Shipments to the two
markets have increased double-digit, thanks to a faster
than expected recovery in China and to a more resilient
than expected construction market in the United States.
The outlook for the MENA area is a bit more challenging.

With a projected production of 24 million m?* in 2020
(+2.1% vs 2019) Germany remains the largest sawn soft-
wood producer within the EOS community. Sweden
ranks second with 18.2 million m?® in 2020, (-2.3% vs
2019). Finland remains the third largest producer with
10 million m?* (-11.9% vs 2019) slightly ahead of Austria
with 9.8 million m?® (-5.2% vs 2019). France remains the
fifth largest producer with 6.6 million m* (+0.6% vs 2019).

Production is expected to partially rebound in 2021 but
at a level lower than the one achieved in 2018 and 2019.
On a brighter note, wood as a building material is gaining
market share across Europe, and opportunities for mass
timber/CLT abound.
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FIGURE 4.3:

Sawn softwood production volumes in the EOS member countries 2016-2021 (000 m?) - TOTAL
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4.2.2 Overview of the EOS Sawn Softwood Consumption

TABLE 4.2:

Overview of the EOS sawn softwood consumption 2016-2021 in 1,000 m?*

2016 2017 2018 2019 2020* 2021* | 20/19 % var.
AT 5756 5780 6200 6 064 5550 5600 -8.5%
BE 2550 2550 2750 2750 2700 2750 -1.8%
CH 1232 1181 1210 1183 1186 1189 0.3%
DE 18 729 19 291 19 817 19 416 19 500 19 500 0.4%
DK 1690 1600 1454 1261 1398 1338 10.8%
FI 3200 2900 3000 2506 2600 2500 3.8%
FR 7730 7917 8 225 8 454 8230 8 550 -2.6%
Lv 832 850 936 839 820 845 -2.3%
NO 2924 2985 2932 2920 2700 2800 -7.5%
RO 2 383 2450 2800 2800 1800 1700 -35.7%
SE 5550 5780 5705 5500 5400 5200 -1.8%
UK 9676 10 641 10 020 9611 8 542 9372 -11.1%
EOS 62 252 63925 65 049 63304 60 426 61344 -4.5%
*Estimates

In this group of countries (EOS+UK), sawn softwood
demand peaked in 2018. In 2020 demand is expected
to decline by -4.5% to 60.4 million m3. Overall, sawn
softwood demand (see above considerations for produc-
tion) has been holding up relatively well amid one of the
toughest years after the second World War.

While the construction sector held up well in parts of
Europe (Scandinavia, Germany, the Netherlands) in other
areas (Southern Europe, UK, and partly France) there was
a double-digit slump. Wood in construction, overall,
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seems to be doing better than the general construction
sector. Sectors such as the DIY and packaging have
been doing actually very well in the course of 2020. The
wood furniture sector, instead, continues its long-term
decline. For more information on single countries, see
country-by-country section below.

The demand outlook is extremely uncertain — some
countries in the market statement emphasized that con-
struction sector held up well because of completions of
existing projects. What happens in the coming months



is more of a question mark as it remains to be seen

whether new investments in the construction sector will
be resilient. At any rate, the EOS Members expect a slight

FIGURE 4 4:
Sawn softwood consumption volumes in the EOS member countries 2016-2021 (000 m?) - TOTAL
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rebound for 2021. The development of the pandemic will
of course play an important role.

75000
70 000
65000
60 000
55000
50 000
45000
40 000 1 1 1 1 1 )
© 45 D> ) Q "
> > \Y \ Qv
3 % > P Sl D
4.3.1 Overview of EOS Sawn Hardwood Production
TABLE 4.3:
Overview of the EOS sawn hardwood production 2016-2021 in 1,000 m?
2016 2017 2018 2019 2020* 2021* | 20/19 % var.
AT 153 172 175 181 160 160 11.6%
BE 150 150 150 150 125 150 -16.7%
CH 48 48 45 48 49 50 1.0%
DE 1064 1082 1100 1169 1100 1150 -5.9%
DK 84 78 80 85 85 85 0.0%
Fi 50 45 45 45 45 45 0.0%
FR 1500 1578 1578 1462 1242 1450 -15.0%
IT 550 550 550 600 600 600 0.0%
LV 690 596 650 600 520 600 -13.3%
NO 0 0 0 0 0 0 -
RO 1700 1600 1600 1600 900 1000 -43.8%
SE 100 97 95 95 95 95 0.0%
UK 47 42 50 50 50 50 0.0%
EOS 6136 6038 6118 6085 4971 5435 -18.3%

*Estimates; for 2019, 2020, and 2021, UK, Norway, Sweden, Finland, and Italy (only 2020 and 2021) data are unavailable; therefore, data for such countries

have been replicated from the last available year

Production in the sawn hardwood sector has also been

significantly impacted by the coronavirus crisis. In many

countries the hardwood sector has been even more

affected than the softwood sector. Overall, production
decline is set be around 18% in this group of countries.
Data are preliminary and while the 43.8% predicted by
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Romania might err on the pessimistic side, there are
reasons to believe that Austrian and German production
might drop even more than foreseen at present.

On the supply side there are also challenges as many
logs are being exported to China (France and Belgium:
mainly oak; Germany: mainly beech) depriving mills of
precious raw materials. Also, while there have not been
the massive beetle outbreaks that have ravaged softwood
trees, droughtin parts of Germany has put under pressure

FIGURE 4.5:

beech trees. On top of all this some harvesting compa-
nies, as reported by Austria and Romania, either lack staff
or have closed down, further complicating things.

Exports, which for the sector are very important, sharply
declined to most overseas destinations. The US, unlike
in the softwood sector, did not experience a demand
increase and Asian countries, such as Vietnam and China,
as well as MENA markets, have seen subdued demand. A
strong euro adds to the difficulties of hardwood exporters.

Sawn hardwood production volumes in the EOS member countries 2016-2021 (000 m?®) - TOTAL
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4.3.2 Overview of EOS Sawn Hardwood consumption

TABLE 4.4:

Overview of the EOS sawn hardwood consumption 2016-2021 in 1,000 m?

2016 2017 2018 2019 2020* 2021* | 20/19 % var.
AT 201 190 187 191 185 190 -3.1%
BE 210 210 210 210 190 210 -9.5%
CH 77 60 60 72 73 74 2.0%
DE 755 680 705 794 780 760 -1.7%
DK 194 185 215 316 294 294 -7.0%
FI 59 49 52 52 52 52 0.0%
FR 1250 1270 1298 1282 1142 1300 -10.9%
IT 1132 1048 1048 1034 1034 1034 0.0%
Lv 253 250 243 262 195 262 -25.6%
NO 28 31 31 31 31 31 0.0%
RO 1025 825 1110 1080 250 350 -76.9%
SE 123 101 120 120 120 120 0.0%
UK 453 518 528 528 528 528 0.0%
EOS 5760 5417 5806 5971 4 874 5205 -18.4%

* Estimates; for 2019, 2020, and 2021, UK, Norway, Sweden, Finland, and ltaly (only 2020 and 2021) data are unavailable; therefore, data for such countries

have been replicated from the last available year.
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Sawn hardwood consumption has been hit hard by
the coronavirus outbreak. One of the main reasons is
that traditional selling markets for hardwood products
have suffered a lot. For example, the furniture sector — a
fundamental outlet for the hardwood industry — has
been extremely hard hit during the height of the crisis,
with furniture shops closed for months. While there
were some exceptions (such as Denmark), this is valid
for most of Europe.

FIGURE 4.6:

EOS Annual Report 2019 - 2020

Consumption in this group of countries is set to decline
by about 18%. Again, data for Romania seems excessively
pessimistic, but Austrian and German hardwood con-
sumption might be lower than itis currently predicted. A
double-digit consumption slump for France, the largest
EOS consumer, seems to be on the card.
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4.4 FOCUS ON BY-PRODUCTS

Most EOS countries have shared data on sawmill by-
products, which are reported below.

TABLE 4.5:

Sawdust production volumes in the EOS member countries 2019-2021 (000 m®)

2019 2020* 2021* 20/19 % var.
AT 3187 3036 3102 -4.7%
BE 221 210 221 -5.0%
CH 224 223 223 0.0%
DE 5301 5400 5500 1.9%
FI 3400 3000 3200 -11.8%
Lv 518 496 518 -4.3%
NO 265 255 250 -3.8%
RO 200 180 180 -10.0%
TOTAL 13316 12 801 13195 -3.9%
* Estimates
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TABLE 4.6
Chips production volumes in the EOS member countries 2019-2021 (000 m?)

2019 2020* 2021* 20/19 % var.
AT 3762 3570 3640 -5.1%
BE 838 800 838 -4.5%
CH 522 521 521 0.1%
DE 11033 11 200 11500 1.5%
Fl 7500 6 600 6900 -12.0%
Lv 2999 2870 2999 -4.3%
NO 1400 1300 1300 -7.2%
RO 350 300 300 -14.3%
TOTAL 28 404 27 163 27 999 -4.4%
* Estimates

TABLE 4.7

Bark production volumes in the EOS member countries 2019-2021 (000 m®)

2019 2020* 2021* 20/19 % var.
AT 992 930 960 -6.2%
BE 125 120 125 -4.0%
CH 186 186 186 0.0%
DE unav. unav. unav.
Fl 3100 2133 2800 -31.2%
Lv 391 374 391 -4.3%
NO 500 500 500 0.0%
RO 1650 1500 1500 -9.1%
TOTAL 6944 5743 6462 -17.3%

* Estimates
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AUSTRIA ]
Source: Fachverband der Holzindustrie Osterreichs I
General economic information
2019 2020* 2021*
Population (million) 8.9 8.9 8.9
GDP Growth (%) 1.6 -7.0 4.3
Inflation rate (%) 1.5 0.6 0.9
Unemployment rate (%) 45 55 52
Construction industry
Buildings permits (units) 63200 53 300 53800
Housing starts (units) 56 700 55400 50 900
Housing completions (units) 58 700 59 400 57500
Wage Development (%) 3.3 1.6 n.a.
Average working time in sawmilling (h/week) 38.5 38.5 38.5
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 10 343 9800 10 000
Imports 1789 1550 1600
Exports 6 068 5800 6 000
Consumption 6 064 5550 5600
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production 181 160 160
Imports 160 165 170
Exports 150 140 140
Consumption 191 185 190
* Estimates
Availability of logs
2019 2020 2021
Softwood 4 4 4
Hardwood 3

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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MARKET STATEMENT

1. On top of the estimates in the questionnaire,
please fill in the following table

Jan-Jun 2020 vs Jan-Jun 2019

Sawn Softwood % difference

Production -7%
Imports -6%
Exports -9%
Consumption -5%

2. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

At the beginning of 2020 there was an undersupply
of roundwood in Austria. The unlucky combination of
high imports, an unplanned harvesting of the domestic
forestry and the shutdown due to COVID-19 led to an
oversupply of roundwood in Austria in April. Within a
few weeks in May the situation changed again. Almost
all production lines were fully up and running again in
May. The supply was accepted and the backlog from
April was soon cleared.

The bad weather in some regions led to an undersupply
of domestic roundwood and caused huge uncertainty
and increased volumes had to be purchased from neigh-
bouring regions. The alternative would have been shutting
down operations for weeks at a time, which would have
meant losing market share again. As in recent years, the
quality distribution of roundwood ranges in the summer
months remains a challenge for everyone in the industry.

3. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

a. Sales to the construction sector

The local construction sector in Central Europe was only
temporarily affected by the shutdown and has performed
relatively well throughout the crisis. The domestic car-
pentries were closed a little longer. Large construction
projects have been postponed. In June/July there was
an economic high due to the catch-up effect, in which
the projects postponed from the previous months had
to be restarted. It is still unclear how the situation will
develop in the following years.
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b. Sales to the pallets sector

An excellent start to the year until April 2020 was re-
corded. Shutdown and oversupply periodically causes
summer price cuts. Today the whole subsidiary market
is under more pressure than in previous years. High
production in the sawmill industry and still plenty of
Roundwood for Industry purposes in the forests cause
oversupply.

c. Sales to the DYI sector

There was a real boom in the DIY sector. As recognised
in June and July 2020 the companies operating in this
segment have recorded an all-time high. Especially the
DIY market in Germany, Swiss and Austria were crucial.

d. Sales to the furniture sector

The Austrian hardwood market was severely affected by
the shutdown of the furniture industry. Many furniture
manufacturers had completely shut down their produc-
tion for several weeks and are slowly getting back to their
pre-crisis level.

4. What were sales to countries around the world
like? Have there been any particularly positive or
negative countries over the last few months? Are
there markets which are going to be especially
positive/negative in the future?

After the repeated export increase in the previous year,
the sawn timber export 2020 is currently far below the
level of the previous year due to the crisis. The most
dramatic development was the total collapse in the
ltalian market, the most important market for the Austrian
sawmill industry. Other countries in Europe such as
France, Spain, but also Slovakia and Great Britain were
affected heavily by the crisis, which partly led to signif-
icant decreases in exports. In the German, Swiss and
the Austrian market, things were slightly better. Exports
increased to the United States and to China on a stable
level, which led to a general relaxation in the European
sawn timber market.

5. Have businesses in your country been affected
by labour shortages and/or liquidity problems?
Has your government provided any help (tax
breaks, financial support, etc...) to the sawmill
industry to cope with the coronavirus crisis?



With the shutdown, the government introduced a
short-time working model, which was used by almost
all companies during the crisis. The model was extend-
ed for another six months after the crisis. The Federal
Government has put together an aid package for the
economy to deal with the economic consequences of
the Corona crisis, focusing on preserving jobs, securing
liquidity, providing immediate aid for the self-employed
and mitigating business losses.

6. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape
going to change as a result of the coronavirus crisis?

Years of measures, such as the "promo_legno” initiative in
Italy and the European Wood Initiative in China, created
security in the sales markets and Germany continued to
be the most important "driver” for the European market.
Recent major investments in further processing, mean
that sawn timber can be processed into high-quality
building products, delivering complete solutions for
modern timber construction throughout the world.
The domestic market saw positive development in all
products and the pro:Holz initiatives and innovations
of the companies, led to an increase in the demand for
ecologically sustainable building solutions made of wood
and wood-based materials.

EOS Annual Report 2019 - 2020

The wood industry will weather Covid 19 crisis well
and go into an almost near normalisation phase in the
coming months. The effects of the climatic changes will
OCcupy our unigue regrow and sustainable produced raw
material “timber” for a long time yet. Here everybody in
the value chain are called to cooperate and pull together
to shake up the European and National Policy.

7. Any other additional elements

The focus has been on coping with the high volumes
of salvaged timber and developing strategic approaches
for the future. The sustainable forest certification PEFC
Austria has been drastically enhanced, the promotion of
European projects for climate-resistant softwood species
has been supported and numerous transport issues have
led to ecologically sound general concepts.

The Austrian Sawmilling Industry continues to be the
reliable partner for the local forestry owners. Despite the
record numbers of beetles and windthrows affecting our
neighbors throughout Central Europe, millions of solid
cubic meters of salvage timber have been additionally
processed in the sawmills the last years. Thanks to joint
logistics coordination in the value chain and in consul-
tation with national policymakers, it has been possible
to significantly increase removal from the areas affected.
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BELGIUM

Source: Fédération Nationale des Scieries

General economic information

2019 2020* 2021*
Population (million) 114 11.5 11.5
GDP Growth (%) 14 -9.0 6.4
Inflation rate (%) 14 0.6 11
Unemployment rate (%) 54 7.3 8.3
Construction industry
Buildings permits (units) n.a. n.a. n.a.
Housing starts (units) n.a n.a n.a
Housing completions (units) n.a. n.a. n.a.
Wage Development (%) n.a. n.a. n.a.
Average working time in sawmilling (h/week) 38 38 38
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 1450 1400 1450
Imports 2 500 2 450 2500
Exports 1200 1150 1200
Consumption 2750 2700 2750
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production 150 125 150
Imports 420 400 420
Exports 360 335 360
Consumption 210 190 210
* Estimates
Availability of logs
2019 2020 2021
Softwood 5 5 3
Hardwood 3 3 3

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)

60



MARKET STATEMENT

1. On top of the estimates in the questionnaire,
please fill in the following table

Jan-Jun 2020 vs Jan-Jun 2019

Sawn Softwood % difference
]

Production 1%
Imports -4%
Exports -8%
Consumption -4%

2. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

The raw material availability is high due to the bark beetle
crisis. Coronavirus crisis has an impact on the demand
of timber products but not on the availability of logs.

The logs availability will continue to be important due to
the bark beetle crisis.

In 2018 damaged logs amounted to 600.000 m*. In
2019 to 1.000.000 m?* and the forecast for 2020 is also
1.000.000 m® Large volumes of damaged wood from
France and Germany are also processed in Belgium. A
part of the logs are exported to China.

3. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

a. Sales to the construction sector

The construction sector was shut down during the
COVID-19 lockdown from mid-March to early May 2020.
The current recovery is good but there are a lot of un-
certainties going forward.

b. Sales to the pallets sector
The demand of the pallets sector was good in the begin-
ning of the lockdown. The demand is now lower.

c. Sales to the DYl sector
Due to COVID-19 lockdown, the activity of DYI sector
was high. People worked a lot in their home.

4. What were sales to countries around the world
like? Have there been any particularly positive or

EOS Annual Report 2019 - 2020

negative countries over the last few months? Are
there markets which are going to be especially
positive/negative in the future?

Sales in Belgium and France were sharply reduced during
the lockdown. On the other hand, sales in Germany,
Holland and North Africa were stable.

5. Have businesses in your country been affected
by labour shortages and/or liquidity problems?
Has your government provided any help (tax
breaks, financial support, etc...) to the sawmill
industry to cope with the coronavirus crisis?

» No labour shortages.

« Liquidity problems : government helps : possibilities of
postponement of payment deadlines for logs.

« Possibility of postponing the payment of social charges.

« Possibility of temporary unemployment for staff.

6. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape

going to change as a result of the coronavirus crisis?

There is great uncertainty for the future. The sector needs
continued investments in the construction sector.

The future of the sawmill industry is also threatened by
the decrease in raw material due to bark beetle crisis.

7. Any other additional elements
Stocks by panel industry are large thus making it very

difficult to valorize the by-products.
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DENMARK I .
Source: Dansk Traeindustrier I
General economic information
2019 2020* 2021*
Population (million) 5.83 5.83 5.84
GDP Growth (%) 2.4 -4.1 4.2
Inflation rate (%) 0.7 0.9 12
Unemployment rate (%) 3.7 4.3 51
Construction industry
Buildings permits (units) 33547 25000 30 000
Housing starts (units) 32 024 26 000 31000
Housing completions (units) 33520 30700 30 000
Wage Development (%) 2.8 2.3 2.0
Average working time in sawmilling (h/week) 37 37 37
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 331 351 351
Imports 1210 1330 1270
Exports 280 283 283
Consumption 1261 1398 1338
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production 85 85 85
Imports 266 242 242
Exports 35 33 33
Consumption 316 294 294
* Estimates
Availability of logs
2019 2020 2021
Softwood 4 4 4

Hardwood

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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MARKET STATEMENT

1. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

The raw material situation during first half of 2020 has
been relatively good with a healthy supply of softwood
to the sawmills.

Export of Danish softwood logs to Germany and to
Asia has decreased due to effects of corona virus and
oversupply of beetle infested logs from Sweden and
central Europe. As the Danish forests are not infested by
beetles and there has been no corona lock down of the
Danish forest industry, the Danish supply of softwood
logs to the sawmills has been a steady.

2. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

a. Sales to the construction sector

Sales to the construction sector Denmark has been
relatively good during first part of the corona crisis. From
May the turnover of the construction sector has however
decreased by -7 %. 2020 is expected to end with a total
turnover slightly under previous year.

b. Sales to the pallets sector

Sales to the pallet and packing sector has been relatively
good during corona crisis due to eg. increased home
deliveries during lockdown period.

c. Sales to the DYI sector

Sales to the DYI sector has gained significantly as pri-
vate homeowners have used the working from home
period and parts of the travel budget to kick-start new
home renovations. The wood working industry (without
furniture) has gained 2,1 % from January to April 2020
compared to 2019.

d. Sales to the furniture sector

Sales to the furniture sector has decreased significantly
for especially hardwood suppliers to furniture brands with
high export share. Furniture export has decreased -7,0 %
and domestic sales by -6,1 %.
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3. Have businesses in your country been affected
by labour shortages and/or liquidity problems?
Has your government provided any help (tax
breaks, financial support, etc...) to the sawmill
industry to cope with the coronavirus crisis?

Businesses in Denmark have generally been provided
with temporary compensation scheme for salary expens-
es if employees would otherwise have been forced to lay
off due to the coronavirus. However, no Danish sawmills
have been the using the compensation scheme.

4. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape
going to change as a result of the coronavirus crisis?

The coronavirus crisis period has been good to the
Danish sawmill industry with good sales and good availa-
bility of raw material. However, for the future the corona
virus will only constitute a short-term influence. Denmark
is a minor player on the global market, i.e. a small forest
country and a small industry and has high salary level
for workers. Together with export of raw material to e.g.
Asia, this makes a much tougher long-term challenge to

Danish sawmills than the coronavirus crisis.
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Source: Sahateollisuus ry and UNECE/FAO E
General economic information
2019 2020* ‘ 2021*
Population (million) 55 55 55
GDP Growth (%) 1.0 -6.0 31
Inflation rate (%) 15 0.9 1.7
Unemployment rate (%) 6.5 8.3 8.4
Construction industry
Buildings permits (units) 38 415 37500 36000
Housing starts (units) 38 836 37000 36 500
Housing completions (units) 42 910 39000 37000
Wage Development (%) n.a n.a n.a
Average working time in sawmilling (h/week) 40 40 40
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 11 354 10 000 10 500
Imports 518 500 500
Exports 9298 7900 8 500
Consumption 2506 2600 2500
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production n.a. n.a. n.a.
Imports n.a. n.a. n.a.
Exports n.a. n.a. n.a.
Consumption n.a. n.a. n.a.
* Estimates
Availability of logs
2019 2020 2021
Softwood 3 2 2

Hardwood - - -

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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MARKET STATEMENT
Finnish economy

Cooling of the Finnish economy could already be seen
in autumn 2019. The Finnish economy has suffered
seriously from the corona pandemic during the first half
of 2020 and the contracting global economy shadows
the outlook of the export-driven economy. The restrictive
domestic measures have lowered domestic consump-
tion especially within the service sector. Household and
business confidence have clearly weakened. However,
economic growth has not contracted as dramatically as
in many other European countries. During the second
quarter, the economy shrank by 4,5% compared to the
first quarter and, 6,4% compared to the second quarter
in 2019. The GDP of the EU area contracted by 11,7%
during the second quarter compared to the first one and,
14,1% compared to the same period in 2019. During the
second quarter, exports contracted by 9% and imports by
10% compared to the first one. Unemployment reached
8,9% - 1,2% higher than at the same time in 2019. Public
consumption declined by 1% and private consumption
by 7%. Due to the structure of the economy and exports,

EOS Annual Report 2019 - 2020

the impacts of the corona virus will obviously hit Finland
later than the neighbouring countries.

The output of the forest industry sector decreased sub-
stantially during the first quarter due to strikes which limit-
ed the output. Thus, the output of the industry increased
substantially during the second quarter — compared to
the weak first one. The trend in the paper consumption
has been negative for years. The negative development
has accelerated in 2020 due to the corona virus and
resulted in announcements of paper production curtail-
ments and permanent closures of mills. The packaging
board demand has remained more stable, but prices have
declined clearly. The demand of pulp has enabled the
mills to run at capacity until late summer 2020 — however
the prices have been on the soft side.

It is estimated that the Finnish GDP will decline in 2020
by approximately 6% compared to last year.

Finnish Exports of Sawn and Planed Softwood Jan-Jun 2020 (-20%)
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The roundwood market has been very slow and lags
clearly behind the purchasing volumes of recent years.
The market was seriously impacted by the declining de-
mand which was caused by the strike-driven curtailments
in January and February and further by the COVID-19
shrinking the order books of papermills. COVID-19 related
lock-outs have had practically no direct impact on the
roundwood supply or mill outputs. Despite the declining
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demand, the Finnish roundwood prices have remained
high in Finland.

The output of the Finnish Sawmills in 2019 was 11,4 million m?.
The production in 2020 was strongly reduced by strikes.
For example, the production was 57% lower in February
than at the same time in 2019. During the first half of
2020 the cumulative output was 15% lower than in 2019.
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Redwood production was 12% and whitewood 17% lower
thanin 2019. It is estimated that the output of Finnish mills
will hardly reach 10 million m®in 2020. The weakness of
the pulp- and paper industry puts pressure on pulpwood
volumes and prices. The log prices declined in 2019 but
have strengthened recently.

The pulp chip market improved substantially in 2018 and
2019 and unusual price increases were seen. The market
has remained buoyant, so far. The markets for dust and
bark have improved thanks to the increasing demand of
wood-based fuels as Finland is finally moving away from
fossil-based heating fuels.

Exports of sawn softwood declined by 20% during the
first half, mainly driven by curtailments in production.
The end-product market outlook was very pessimistic
in February — March. However, volumes have moved
surprisingly well as the demand has been better than ex-
pected — mainly in the European DIY and RMI segments.
Also, ongoing construction projects have supported the
demand. However, housing starts have started to show
signs of weakening and it can be expected that the DIY
market will cool for the winter months. Finnish exports
to China have decreased by 17% mainly driven by weak
prices and stalling demand after the virus epidemic.

Demand in North Africa and Middle East has shown
softness.

The sawn softwood stocks in Finland have stayed clearly
below 2019 levels thanks to the active domestic mar-
kets. The demand has been driven by the DIY and RMI
segments. People have spent more time and money at
home — and make improvements during their COVID-19
lock-out days.

The status of the Finnish Sawmills is somewhat stronger
than anticipated at the beginning of the year. However,
the mills are burdened by high raw material and logistics
costs and unsatisfactory market prices of sawn timber.
The Central European massive supply of storm- and
beetle damaged sawn softwood and logs, COVID-19
and volatility of foreign exchange and freight rates are
challenging the Finnish mills.

In the long term, the Finnish industry can lean on the
increasing global demand of wood products — driven by
the positive arguments of wood products — renewability,
recyclability, and long term carbon capture.

Export of Sawn Softwood from Finland
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More information:

Kai Merivuori

Finnish Sawmills

Tel +358405322868
Kai.merivuori@sahateollisuus.com
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Source: Fédération Nationale du Bois I I
General economic information
2019 2020* ‘ 2021*
Population (million) 67.1 67.2 67.3
GDP Growth (%) 1.3 -8.2 7.0
Inflation rate (%) 1.1 11 11
Unemployment rate (%) 8.1 13.7 10.0
Construction industry
Buildings permits (units) 449 400 409 000 430 000
Housing starts (units) 410 300 370 300 400 000
Housing completions (units) n.a. n.a. n.a.
Wage Development (%) 2.0 0.5 0.5
Average working time in sawmilling (h/week) 39 39 39
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 6 559 6 600 6 800
Imports 2 650 2400 2500
Exports 755 770 750
Consumption 8454 8 230 8 550
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production 1462 1242 1450
Imports 250 250 250
Exports 430 350 400
Consumption 1282 1142 1300
* Estimates
Availability of logs
2019 2020 2021
Softwood 4 4 4

Hardwood

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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MARKET STATEMENT

1. On top of the estimates in the questionnaire,
please fill in the following table

Jan-Jun 2020 vs Jan-Jun 2019

Sawn Softwood o% difference

Production -5%
Imports -12%
Exports +4%
Consumption -10%

2. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

Good availability of raw material of spruce due to bark
beetle which doesn't know COVID 19. Availability of
Douglas Fir is tight because of the good and increasing
demand. Maritime Pine availability is still difficult because
of past storms.

3. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

a. Sales to the construction sector

Sales to the construction sector in France were subdued
during the lockdown of France from mid-march to be-
ginning of May. However, export to Europe and other
countries have been increasing thanks to time differences
in closing and opening of countries. Since May, there is
a catch-up effect and demand is strong.

b. Sales to the pallets sector

Sales to pallet sector have been very strong in France
from the start of the lockdown until reopening of the
borders. That was mainly driven by demand from the
food and logistic sectors. Market situation is now much
more difficult.

c. Sales to the DYl sector

Sales to the DIY were poor during lockdown because
most retailers and distributors were closed as considered
not essential businesses. Demand has surged from be-
ginning of May, especially for outdoor decking, cladding
and gardening wood products.
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4. What were sales to countries around the world
like? Have there been any particularly positive or
negative countries over the last few months? Are
there markets which are going to be especially
positive/negative in the future?

Sales to South Europe countries were most impacted
because of the severity of the lockdown in Spain and
ltaly (around -25 %). Those losses were compensated
by a strong demand in Northern Europe with exported
volumes increasing more than 30 %.

Export to North Africa was stable with Morocco being the
most affected market.

Sales to Asia have increased with traditional demand for
Japan and opportunistic sales to China.

5. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape
going to change as a result of the coronavirus crisis?

The current crisis is pushing sawmills to improve com-
petitiveness. It will result that some sawmills will have
to close and at the same time bigger ones will increase
their capacity and invest.

6. Any other additional elements

Paper industry is declining, in particular in the graphic
sector, while the panel industry is moving rapidly to
recycled wood. This will cause a challenge for sawmills
to find new structural outlets for their production of chips.
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GERMANY e

Source: Deutsche Sage-und Holzindustrie (DeSH)

General economic information

2019 2020* 2021*
Population (million) 83.2 83.2 n.a.
GDP Growth (%) 0.5 -7.0 n.a.
Inflation rate (%) 1.4 -0.1 n.a.
Unemployment rate (%) 29 4.5 n.a.
Construction industry
Buildings permits (units) 311156 up n.a.
Housing starts (units) n.a. n.a. n.a.
Housing completions (units) n.a. n.a. n.a.
Wage Development (%) 3.0 2.5 n.a.
Average working time in sawmilling (h/week) 40 40 40
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 23505 24 000 24 500
Imports 5131 5000 5000
Exports 9220 9500 10 000
Consumption 19 416 19 500 19 500
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production 1169 1100 1150
Imports 371 330 330
Exports 746 650 720
Consumption 794 780 760
* Estimates
Availability of logs
2019 2020 2021
Softwood 4 4 4

Hardwood

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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MARKET STATEMENT

Corona confronts the German sawmill industry
with additional challenges.

The amount of damaged wood again significantly
higher in the fourth year.

In the German economy, Corona has led to a severe
slump. The gross domestic product (GDP) in the 2
quarter of 2020 is 10.1% lower than in the 15t quarter of
2020 and thus experiences the strongest decline since
1970. According to current estimates, economic research
institutes expect the GDP for 2020 to be about 7% lower.

The extensive efforts of the German government to
support the economy were welcomed and also used by
the economy. The 700 million euro economic stimulus
package is also important for the sawmill industry. This
is intended to preserve the forests, among other things,
by providing for the conservation and
sustainable management of forests
and extensive modernization and dig-
itization projects. In addition, a greater

sawn softwood - current Business situation and Outlook

timber markets. In particular, the temporary lockdown
and closure of borders in several neighboring countries,
but above all the severe impairment of long-distance
exports to Asia to important consumer countries have
significantly reduced export opportunities. Restricted
exports unsettle the sawmills and lead to restrained
production.

In the meantime, it has become apparent that the in-
dividual customer sectors of the sawmill industry are
developing very differently under the limited possibilities
during the Corona pandemic.

The ifo business climate index on the current business
situation and expectations for the coming months shows
that expectations for softwood have already recovered
significantly. Expectations for sawn hardwood have also
been rated significantly higher again for the next few
months, although starting from a very low level.

ifo Business climate Index
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Contrary to initial fears, construction
remains at a high level even during the
corona period, resulting in very steady
domestic demand overall.

The other timber industry sectors were
also able to recover to a large extent
after the slump and have recently
recorded a significant improvement
in production activity. The packaging
sector remains an exception and is
only gradually beginning to recover
from the corona-related slump in pro-
duction.

Production data are not yet available
for the 2" quarter of 2020. In the
15t quarter of 2020 — before Corona -
another positive development was
recorded.

EOS Annual Report 2019 - 2020

Index of production, Manufacture of products of wood
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Sawn softwood production

Softwood rough | Change in %| Softwood planed | Change in % Softwood total Change in %
Year Prod. inm? vS. prev. year Prod. in m? VS. prev. year Prod.inm? Vs. prev. year
Jahr 2019 18.694.168 +1,4 % 4.810.352| + 10,7 % 23.504.520 +3,2%
Quarter Prod. inm? vs. prev. gtr. Prod. inm? vs. prev. gtr. Prod.inm? Vs, prev. qtr.
1. Quart. 2019 4.467.891 +1,2% 1.161.524| + 16,7 % 5.629.415 +4,1%
2. Quart. 2019 4.877.372 +2,1% 1.207.918 +4,2 % 6.085.290 +2,5%
3. Quart. 2019 4.815.184 +1,4 % 1.275.934 +9,9% 6.091.118 +3,0%
4. Quart. 2019 4.533.721 +0,9% 1.164.976 +13,2 % 5.698.697 +32%
1. Quart. 2020 4.782.635 +7,0% 1.257.092 +82% 6.039.727 +7,3%

DeSatis, statistic of produktion, quarterly

Sawn hardwood production

Hardwood rough | Change in %| Hardwood planed | Change in %| Hardwood total Change in %
Year Prod. in m? VS. prev. year Prod. in m* VS, prev. year Prod. in m? VS. prev. year
Jahr 2019 519.522 -4,8 % 649.149 +6,2 % 1.168.671 +1,0%
Quarter Prod. in m? vS. prev. gtr. Prod. in m? vs. prev. gtr. Prod. in m? VS. prev. gtr.
1. Quart. 2019 139.395 +0,0 % 167.303] +14,5% 306.698 +74%
2. Quart. 2019 142.444 -7.3% 162.787 -93% 295.231 -84 %
3. Quart. 2019 124.047 -46 % 193.260 + 27,3 % 317.307 +12,6 %
4. Quart. 2019 113.636 -7.5% 135.799 -6,3 % 249.435 -6,9 %
1. Quart. 2020 117.947 - 154 % 169.060 +1,1% 287.007 -6,4 %

DeSatis, statistic of produktion, quarterly
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Sawn softwood production, quarterly
Change in % vs. prev. year
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Beech sawn wood

Source: DeStatis, foreign trade

inm?*

WA 4407 9200

Export Jan-June 2019 Jan-June 2020 Change %

total 286.636 225152 21,5

PR China 85.032 68.668 -19,2
USA 32.931 32.034 2,7
Mexico 24.998 26.383 5,5
Poland 22.900 19.347 -15,5
Vietnam 14.815 7.164 51,6
France 9.663 5.798 -40,0
India 9.283 5.138 44,7
UAE 7.564 4.524 -40,2
Italy 5.663 4.512 -20,3
Austria 3.506 4.047 15,4
UK 5.984 3.961 -33,8
Belgium 7.448 3.459 53,6
Morocco 4.285 3.450 -19,5
Japan 4.205 3.423 -18,6
Saudi Arabia 3.071 3.244 56
Oak sawn wood

Source: DeStatis, foreign trade

inm?*

WA 4407 9190

Export Jan-June 2019 Jan-June 2020 Change %

total 63.960 43.562 -31,9

Poland 8.229 6.134 -25,5
Denmark 8.064 5.460 -32,3
Netherlands 7.999 4.709 411
Czech Republic 4.353 3.741 -14.1
Vietnam 4.436 2.900 -34,6
Switzerdand 2.206 2.335 5.8
Indonesia 5.603 2.206 -60,6
Bulgaria 1.918 2.176 13,6
India 1.746 2.056 17,8
Austria 2.325 1.830 21,3
PR China 2.388 1.387 -41,9

MAIN RESULTS FROM THE EOS MARKET SURVEY — AUGUST 2020 — AND COVID-19 IMPACT ON THE SAWMILL INDUSTRY

The decline in sawn timber exports has
led to great uncertainties in produc-
tion. One of the first measures taken
to combat the spread of Corona was
the closure of the borders, including
for the transport of goods in some
neighboring countries. At a very early
stage, there were also problems with
long distance export deliveries to im-
portant customer countries in Asia and
elsewhere.

Uncertainties in the export market also
influence the production activities of
sawmills. For many export-oriented
softwood and especially hardwood
sawmills, export is a determining factor.



Exports of sawn hardwood, especially to
the main consumer countries and dis-
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tance sales to Asia were in some cases Sawn softwood
significantly lower in the first half of 2020. Source: DeStatis, foreign trade
inm?*
In the case of softwood, the reluctance 3
anuary - June
and uncertainty in production and sales Export 2018 2019 2020 Change %
caused by corona was only felt for three total| 4.094.423  4.567.093  4.526.170 0.9
o USA 431.021 524.821 779.067 484

months. The declining export of sawn PRChina 66.256 380.101 540.297 421
softwood to the Far East - with the excep- Netherlands 496.298 477.438 455.453 4.6
. : — Belgium 358,602 375.538 404.128 7.6
tion of China - was contrasted by signifi- s oo 473575 474.150 393,751 A7.0
cantincreases in exports to the USA. The France 420.574 441,632 348.937 21,0
USA is currently experiencing a special Italy 252.149 266.920 Z.212|1 130

, ) UK 224,557 287.666 226.487 213
boom in the demand for sawn timber and india 128.416 189,033 109.880 420
is proving to be surprisingly receptive to South Korea 73.391 74.340 91.271 228
German sawn softwoaod. In the first half of Taiwan 18.353 57.823 85.498 47.9

2020, significantly more sawn softwood
was also exported to China.

In 2019, the raw materials market was characterized by
the increasing amount of damaged wood, mainly due

to beetle infestation, but also due to the drought and
weakening of trees.

Wood harvesting, in 1000 m® without bark
Year 2015 - 2019
Pine,
other non [Spruce, Fir, Larch,
Forest, total Year Oak Beech |conif. wood| Douglas | Weymouth total

Logs, Sleepers, 2015 645 2.278 433 20.776 6.248 30.381
Poles 2016 725 2.290 457 18.601 6111 28.183
2017 707 2.204 403 20.175 6.345 29.834
2018 790 2.425 511 27.923 6.297 37.946
2019 655 2.272 363 30.998 4.230 38.517
cuttings total 2015 2.079 11.484 29.486 12.564 55.613
2016 2.135 11.007 26.478 12.574 52.194
2017 1.948 10.649 28.878 12.017 53.491
2018 2.032 10.996 39.423 12.100 64.550
2019 1.740 9.977 47.168 9.321 66.771

Source: DeStatis, Wood haresting statistics, FS 3R 331

The total volume of timber felled in 2019 increased
significantly to 66.8 million m* due to the high amount
of damaged wood, especially wood infested by beetles.
Of this, 38.5 million m* were sawable logs.

In the current year, the amount of damaged wood
caused by the continuing drought is continuing to rise.
Estimates have now been accumulated by the Federal

Ministry of Agriculture to 178 million m® of damaged
wood and have been revised upwards for the years
2018-2020. For the year 2020, an accumulation of
73 million m?® is expected. Apart from softwood, other
types of wood, especially beech, are also affected by the
dry damage and its consequences.
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The sawmills are making a decisive
contribution to the management of
damaged wood, especially wood in-
fested by beetles, by continuing to cut

D COVID-19 IMPACT ON THE SAWMILL INDUSTRY

Harvesting of damaged wood
2015 - 2020

110.000 -
ata high level. The considerable export 100.000 | maverage wood harvesting
i } i R B wood harvesting, total
efforts of the sawmills make it possible 50,000 ® damaged wood |
to cut ata high level beyond the limited . 70.000
capacity of the domestic market. B o0
~ 50.000
o 40.000
The forest reacts to the increasing ig:ﬁ
amount of wood from forced utilization 10.000
. 0
by expanding the export of softwood 15 S SO - — 2%
logs. In the first half of 2020, 3.5 million m® forecast
have already been exported. The main e R e
buyer country is China with 2 million m?.
Sawn timber balance
Sawn softwood
| vt | 2019 | 2020 | 2021
In the current phase of uncertainty
regarding the further accumulation Production 1.000m? 23.5045 24.000 24.500
of damaged wood and the further Imports 1.000 m* 5.131,2 5.000 5.000
course of the corona pandemic, it is Exports 1.000 m? 9.220,1 9.500 10.000
hardly possible to assess the coming Consumption 1.000m? 19.415,6 19.500 19.500
development of the sawn softwood
Sawn hardwood
and sawn hardwood market. ot | 2019 I 2020 [ 2021
Based on the data available so far for D 1.000m? Sl Ll Lk
the current year, it is only possible to Imports 1.000 m* 370,7 330 330
venture a forecast for the year with Exports 1.000 m* 745,6 650 720
some reservations. We consider the Consumption 1.000m* 793,8 780 760
following development in production 2020, 2021 forecast

and foreign trade to be possible:

Domestic sawmill sales remained at the level of the
previous year, mainly due to the influence of price de-
velopments in the first half of 2020. Sales from sawmill
exports to the euro zone declined significantly, partly
due to lower sales in this area.

Sawing industry, planing and impregnation plants

Turnover, Enterprises, Employees

Sales to countries outside the euro zone continued to
rise sharply and now account for more than one fifth of
total sales. Compared to the same period of the previous
year, 2.6% or approx. 310 more people were employed.

Change in % Change in % [ Change in %
in Mio EURO Jan.-June 2019 | Jan-June 2020 | vs. prev.year | June 2019 | vs. prev. year |vs. prev. monk
Turnover, total 2.1476 2.136,2 -0,5 382.8 12,3 53
of it Domestic turnover 1.280,3 1.277.8 -0,2 2344 13,0 74
of it Foreign turnover 867,3 8584 -1,0 148,5 1,2 21

Foreign turnover Euro zone 476,2 391,8 -17.7 3828 12,3 53
Foreign turnover outside Euro
zone 3911 466,7 19,3 76,9 28,2 -6,1
Share of foreign turnover in % 40.4 40.2 388
Enterprises 99 100 0.8 101 1,0 0.0
Employees 12141 12.454 26 12.654 3.3 07

Enterprises with 50 and more employed
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Source: Federlegno, European Commission I I
General economic information
2019 2020* 2021*
Population (million) 60.4 60.2 60.1
GDP Growth (%) 0.3 -6.0 3.5
Inflation rate (%) 0.6 0.2 0.6
Unemployment rate (%) 99 11.2 9.6
Construction industry
Buildings permits (units) 54739 na. n.a.
Housing starts (units) n.a. n.a. n.a.
Housing completions (units) n.a. n.a. n.a.
Wage Development (%) 14 n.a. n.a.
Average working time in sawmilling (h/week) 40 n.a. n.a.
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 474 n.a. n.a.
Imports 3887 n.a. n.a.
Exports 350 n.a. n.a.
Consumption 4 010 n.a. n.a.
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production 600 n.a. n.a.
Imports 597 n.a. n.a.
Exports 164 n.a. n.a.
Consumption 1034 n.a. n.a.
* Estimates
Availability of logs
2019 2020 2021
Softwood 4 4 =
Hardwood 4 3 3-4

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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1. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

Even though the first two months of the year were quite
positive, COVID-19 and other factors have affected the
raw material availability: the stop in China, the rains in
Brazil to the heat in Russia which didn't not allow access
to forest sites and therefore to the removal of logs, up to
the four-week strike occurred in Finland of sawmills and
plywood companies with problems both on production
and on shipments. Importers have adjusted their stock
according to availability and purchase times. Longer
purchasing times have created speculations that led
to both an increase in the number of items/volumes
required for the same delivery and prices.

Strong decrease by -35% of log's importin 2019 because
both of windstorms and beetle disturbances.

2. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

a. Sales to the construction sector
Very good especially roofs and beadings.

b. Sales to the pallets sector
Positive trend during COVID-19.

c. Sales to the DYI sector
Strong increase of demand during COVID-19.

d. Sales to the furniture sector
The carpentry sector has suffered.

3. What were sales to countries around the world
like? Have there been any particularly positive or
negative countries over the last few months? Are
there markets which are going to be especially
positive/negative in the future?

High demand of softwood by United States.
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4. Have businesses in your country been affected
by labour shortages and/or liquidity problems?
Has your government provided any help (tax
breaks, financial support, etc...) to the sawmill
industry to cope with the coronavirus crisis?

Government has adopted strong measures to support
households and firms' liquidity and to provide credit to
the economy such as social safety nets, suspending tax
payments, and public guarantees on new loans to firms
etcetera.

Even though the spread of the epidemic in Italy had
significant repercussions on economic activity in the first
half of the year, the second half has returned to growth.
But there is still a climate of uncertainty for the months to
come, with the hope that "Recovering Fund” could have
a direct impact on demand and production capacity.

The ltalian Government established also a measure
called "super bonus 110%" on building renovations which
are going to have positive repercussion on the use of
wood. From the 15t July 2020 to the 31 December 2021
this bonus can be used as a tax deduction in 5 years or
as a discount on the invoice with the transfer of credit to
the company that carried out the work or to a banks or
other financial intermediaries or with the direct transfer
of credit by who get the benefit. FederlegnoArredo has
made an agreement with the bank Intesa Sanpaolo on
this topic to support associated companies and the
entire supply chain. The partnership offers a package of
innovative solutions that respond to a double need: to
support them in the execution phase of the works and
to liguidate the tax credits acquired through the discount
on the invoice.

5. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape
going to change as a result of the coronavirus crisis?

Italy is working hard for the whole European market,
with products always available and prices competitive.



EOS Annual Report 2019 - 2020

LATVIA I
Source: Association of Latvian Timber Producers and Traders L
General economic information
2019 2020* 2021*
Population (million) 1.9 1.9 1.9
GDP Growth (%) 2.2 -4.6 4.6
Inflation rate (%) 2.8 0.3 19
Unemployment rate (%) 6.2 9.2 7.8
Construction industry
Buildings permits (units) 2984 2089 2000
Housing starts (units) n.a n.a n.a.
Housing completions (units) n.a. n.a. n.a.
Wage Development (%) 7.2 17 1.5
Average working time in sawmilling (h/week) 40 n.a n.a.
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 2 660 2 600 2 660
Imports 1085 920 1085
Exports 2906 2700 2900
Consumption 839 820 845
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production 600 520 600
Imports 40 34 40
Exports 378 359 378
Consumption 262 195 262
* Estimates
Availability of logs
2019 2020 2021
Softwood 2 2 3
Hardwood 2 2 3

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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MARKET STATEMENT

1. On top of the estimates in the questionnaire,
please fill in the following table

Jan-Jun 2020 vs Jan-Jun 2019

Sawn Softwood o% difference

Production 2%
Imports -20%
Exports -12%
Consumption -5%

2. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

Log supply has no changes since 2" quarter of 2020.
Latvian State Forests (owns 53% of forest land in Latvia)
continue operate business as usual, providing log con-
tracted volumes and securing stable deliveries. Private
forest owners, on the other hand, now are facing with
industrial wood sales problems. As a result, harvesting
activities in private sector has noticeably dropped. In
spite of turbulences in log supply, sawmills operations
still continued to stay on a high level - firstly, due to high
stocks of winter logs and secondly, thanks to sawlog
import activities.

3. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

In general, COVID-19 didn't impact sawmilling industry
operational possibilities— no mass disease cases in mills
or production stops due to lack of labour force have
been recorded. Also, any rigid restrictions were not
applied in Latvia. Appearance of COVID revealed itself
in construction sector via less productivity due social
distancing. In DIY sector even higher activity was no-
ticed, as people were using lockdown time for dwelling
renovation. Consumer shopping in furniture segment on
domestic market, quite opposite, were made with higher
caution. In spite of this, big furniture producers saw the
same level or even slightly higher than 2019 in the first
half of the year of 2020.

4. What were sales to countries around the world

like? Have there been any particularly positive or
negative countries over the last few months? Are
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there markets which are going to be especially
positive/negative in the future?

Situation on markets is similar to other countries con-
clusions.

5. Have businesses in your country been affected
by labour shortages and/or liquidity problems?
Has your government provided any help (tax
breaks, financial support, etc...) to the sawmill
industry to cope with the coronavirus crisis?

No labour shortage noticed due to COVID-19. Government
provided several support options — state guarantees for
loans with higher risks and in several cases - short-term
direct payments for companies to cover part of wages
costs during lockdown in April-June 2020.

6. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape
going to change as a result of the coronavirus crisis?

We would hesitate to make any forecasts - situation has
too much unknown factors. But looks, that COVID-19
influence could have more or less short term impact.
In a long term — forest industry could more suffer from
expanding biodiversity requirements and most of all from
unprofessional “‘green deal” implementation. Weather sit-
uations in Latvia during summer 2020 were unfavourable
for bark-beetle spread.



EOS Annual Report 2019 - 2020

NORWAY | —
Source: Treindustrien, UNECE/FAO I
General economic information
2019 2020* ‘ 2021*
Population (million) 53 54 54
GDP Growth (%) 1.2 -2.9 4.3
Inflation rate (%) 2.2 13 3.2
Unemployment rate (%) 3.7 51 4.5
Construction industry
Buildings permits (units) 31643 na. n.a.
Housing starts (units) 31643 27 000 26 000
Housing completions (units) 30 373 n.a. n.a.
Wage Development (%) 3.5 17 2.0
Average working time in sawmilling (h/week) 375 375 375
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 2 650 2 550 2500
Imports 964 1000 1000
Exports 694 850 700
Consumption 2920 2700 2800
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production n.a n.a. n.a.
Imports n.a n.a n.a.
Exports n.a n.a n.a.
Consumption n.a n.a n.a.
* Estimates
Availability of logs
2019 2020 2021
Softwood 4 4 3
Hardwood - - -

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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MARKET STATEMENT

1. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

The raw material situation has been satisfactory in 2020.
The bark beetle situation in Europe causes some concern
with regards to future availability. Changes in demand
in the pulp wood market may also affect availability of
sawlogs in the coming months and next year.

2. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

The DIY sector has experienced a boost during the crisis,
with a significant increase in sales to the building prod-
ucts trade. Many people spent the spring and summer at
home fixing up their houses. The market for impregnated
wood and terrace flooring has especially had a boost.

Great uncertainty because of the pandemic has led to
several projects being put on hold in the construction
sector. However, activity has been better than what was
predicted at the beginning of the pandemic, even in the
housing market. Public procurement and extraordinary
government funding, in addition to record low interest
rates, have contributed to market activity during the crisis.

In the construction sector the market is turning towards
more renovation, with increased activity in the reno-
vation market for office buildings, public buildings and
apartment buildings. This is also in line with principles
of circular economy to prolong the lifespan of existing
buildings. Major economic sectors such as travel, avia-
tion, arts and entertainment and oil and gas are going
through difficult times, and the future is uncertain. This
affects the general purchasing ability in society, which
in turn may also affect the construction industry and
especially the private housing market. The demand for
new office buildings may change because of our new
working routines, with more people working from home.
Policy and measures directed at the renovation market,
linked with environmental goals, are important to create
new market opportunities if the market for new houses
and buildings should decrease.
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3. What were sales to countries around the world
like? Have there been any particularly positive or
negative countries over the last few months? Are
there markets which are going to be especially
positive/negative in the future?

International demand for Norwegian sawn wood has
been good, with only minor brief closures in certain
markets due to virus outbreaks.

4. Have businesses in your country been affected
by labour shortages and/or liquidity problems?
Has your government provided any help (tax
breaks, financial support, etc...) to the sawmill
industry to cope with the coronavirus crisis?

The last months have been demanding with the coro-
navirus pandemic and periods of great uncertainty.
Nevertheless, most of the businesses in the wood in-
dustry have maintained production during the crisis and
many have delivered good results. Due to several efforts
taken to protect the units from infection there have
only been minor challenges when it comes to labour
shortages and/or liquidity problems. There has been very
few layoffs in the wood industry.

The Norwegian government provided several support
measures for business in general, but no specific meas-
ures aimed at the sawmill industry. Government sup-
port to cover salary during sick leave/quarantine is one
example. Support systems for layoffs have also been
important to avoid unemployment in several sectors,
thus keeping up the purchasing power. At the beginning
of the COVID-19 outbreak the unemployment rate in
Norway increased, and reached 10 per cent by April.
In September the unemployment rate has decreased
to 4.1 per cent (4.5 per cent including those who are
partially unemployed).

5. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape
going to change as a result of the coronavirus crisis?

The outlook for the sawmill industry is positive, but it
is difficult to predict market developments from 2021
onwards. The interest in building with wood is increasing
in all market segments.



ROMANIA

Source: Associatia Forestielor Din Romania (ASFOR)

General economic information

EOS Annual Report 2019 - 2020

2019 2020* 2021*
Population (million) 194 19.5 195
GDP Growth (%) 4.1 -6.0 4.0
Inflation rate (%) 3.8 2.5 2.8
Unemployment rate (%) 39 52 6.9
Construction industry
Buildings permits (units) 16 000 18 000 13000
Housing starts (units) 12 000 9000 13000
Housing completions (units) 10 000 2000 2000
Wage Development (%) 13.0 5.0 5.0
Average working time in sawmilling (h/week) 40 40 40
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 3500 3000 2900
Imports 360 50 50
Exports 1150 1150 1150
Consumption 2800 1800 1700
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production 1600 900 1000
Imports 130 50 50
Exports 650 600 600
Consumption 1080 250 350
* Estimates
Availability of logs
2019 2020 2021
Softwood 3
Hardwood 3 4 4

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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MARKET STATEMENT

1. On top of the estimates in the questionnaire,
please fill in the following table

Jan-Jun 2020 vs Jan-Jun 2019

Sawn Softwood % difference

Production 45
Imports 125
Exports 45
Consumption 110

2. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

 the purchase of the raw material, as standing or con-
verted timber was not interrupted from a procedural
and calendar point of view and was drawn in the eco-
nomic circuit in a diminished amount by approx. 40%;

« however, the manufacturing industry is blocked by
the crisis on the market (lack of external and internal
orders);

« raw material stocks (formed before the crisis) make it
difficult to anticipate a balance or stability;

« the export/import of raw wood (in very small quantities)
expressed in value was approx. 10% in favour of export.

3. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

a. Sales to the construction sector
There were no differences compared to 2019.

b. Sales to the pallets sector
Production at the entire packaging complex fell by more
than 15%.

c. Sales to the DYl sector
It has constantly positioned itself both as a supply seg-
ment and as a market segment.

d. Sales to the furniture sector

The lack of sale of furniture products led to a setback in
the supply of raw materials by approx. 40%.
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4. What were sales to countries around the world
like? Have there been any particularly positive or
negative countries over the last few months? Are
there markets which are going to be especially
positive/negative in the future?

The market to the EU, Egypt, Emirates, Japan and China
supported the export of wood and wood products, this
positioning only 10-12% below 2019.

5. Have businesses in your country been affected
by labour shortages and/or liquidity problems?
Has your government provided any help (tax
breaks, financial support, etc...) to the sawmill
industry to cope with the coronavirus crisis?

There was financial support both for technical unemploy-
ment and for supporting small and medium enterprises.

The labour force has been partially oriented towards
telework, the economic sectors dependent on the wood
industry have not created significant influences in the field.

6. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape
going to change as a result of the coronavirus crisis?

The timber industry (along with furniture) has a substantial
contribution in the timber trade, so that the fluctuations
are not significant (as a production and capitalization
activity in a reasonable period of time).

7. Any other additional elements

In this period with many negative effects and influences,
the theme of forests (wood) is subject to new legislative,
financial, administrative provisions, which, overlapping
the first, extend the term with beneficial economic, so-
cial and environmental elements (through high value of
products, job demand, etc.) stipulated in the national
forestry strategy.



EOS Annual Report 2019 - 2020

Source: Swedish Forest Industries Federation N
General economic information
2019 2020* 2021*
Population (million) 10.3 10.4 10.5
GDP Growth (%) 1.2 -4.8 34
Inflation rate (%) 1.8 0.5 1.1
Unemployment rate (%) 6.8 8.5 9.5
Construction industry
Buildings permits (units) 57 000 50 000 n.a.
Housing starts (units) 52 000 44500 41500
Housing completions (units) 58 000 53 000 47 000
Wage Development (%) 2.6 n.a. n.a
Average working time in sawmilling (h/week) n.a n.a n.a.
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 18 600 18 180 18 100
Imports 430 490 220
Exports 12700 13950 12 400
Consumption 5500 5400 5200
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production n.a n.a. n.a.
Imports n.a n.a n.a.
Exports n.a n.a n.a.
Consumption n.a n.a n.a.
* Estimates
Availability of logs
2019 2020 2021
Softwood 4 4 4
Hardwood - - -

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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MARKET STATEMENT

1. On top of the estimates in the questionnaire,
please fill in the following table

Jan-Jun 2020 vs Jan-Jun 2019

Sawn Softwood % difference

Production -4%
Imports +26%
Exports +13%
Consumption -5%

2. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

The supply of sawlogs has been relatively good in Sweden
for 2020. No significant impacts due to the coronavirus.
Most effects seen have been leading up to the summer
in a time period where many companies still were in the
planning process of preparing for a bark beetle outbreak.
This resulted in an increased availability of spruce, and
decreased availability of pine.

3. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

On the demand side there has been a surge in demand from
the diy sector primarily. As people have spent more time at
home, they have also spent more time and resources on
improving on it. However, demand from other sectors and
construction in particular has declined, and as a total the
domestic demand has been relatively stable. Expectations
are that the diy sector will normalize in line with the econ-
omy and situation for the work force in general.

By the end of 2020 wood consumption from the construc-
tion sector, as a whole, is expected to have declined by
about 3-5%, and to decline further by 3-5% in 2021. In 2022
the market is projected to start to rebound and increase
by more than +5%, however still not reaching comparable
levels to those of 2019. In general wood as a material in the
construction sector is expected to be impacted significantly
less than the sector in general and for other materials.

4. What were sales to countries around the world
like? Have there been any particularly positive or
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negative countries over the last few months? Are
there markets which are going to be especially
positive/negative in the future?

Exports of Swedish sawn wood so far in 2020 has been
very strong, and in some months the highest seen in many
years. Some of the most notable developments for the first
6 months have been the significant increase in trade with
China (+60%) and the USA (+80%), both part of the largest
export destinations outside of Europe together with Egypt
(+30%) and Japan (+25%).

Disruptions in trade with the UK, due to the corona pan-
demic, has led to a decline of Sweden’s largest export
market (-15%), by mid-year indications were that trade was
again back to normal levels on a monthly basis. Despite that
the exports to European markets on an aggregate level has
remained fairly stable at +3% compared to 2019.

Indications of low stock levels throughout the value chain
in the UK and the US imply that export to these markets
might remain good in near time. While markets such as the
MENA countries and China are somewhat more uncertain.

5. Have businesses in your country been affected
by labour shortages and/or liquidity problems?
Has your government provided any help (tax
breaks, financial support, etc...) to the sawmill
industry to cope with the coronavirus crisis?

There has been typically no government subsidies or fund-
ing, due to the corona pandemic directed to the sawmilling
sector specifically in Sweden. There has been some utilisa-
tion of more generic government funded support schemes
by Swedish sawmills, but compared to other sectors the
utilisation has been fairly low. Most notably the Swedish
production of sawn wood has decreased despite a high
demand, but more often this has rather also been an effect
of a pure planning process in relation to uncertainties of the
effects on the markets due to the pandemic.

6. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape
going to change as a result of the coronavirus crisis?

The domestic competitive landscape is still relatively sta-
ble, and the outlook for Swedish sawmill industry will likely
be most impacted by how the global sawn wood market
will balance over the next few years. Domestic demand
will however likely take until 2022-2023 to fully recover.



SWITZERLAND

Source: Holzindustrie Schweiz

General economic information

EOS Annual Report 2019 - 2020

2019 2020* 2021*
Population (million) 8.6 8.7 8.7
GDP Growth (%) 0.9 -6.0 3.8
Inflation rate (%) 0.4 -0.4 0.6
Unemployment rate (%) 2.3 3.2 3.0
Construction industry
Buildings permits (units) 52 000 51000 n.a.
Housing starts (units) n.a n.a. n.a.
Housing completions (units) n.a. 53 000 51900
Wage Development (%) 0.4 0.4 0.4
Average working time in sawmilling (h/week) 42.5 425 42.5
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 1077 1075 1073
Imports 307 311 315
Exports 201 200 199
Consumption 1183 1186 1189
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production 48 49 50
Imports 45 46 47
Exports 22 22 23
Consumption 72 73 74
* Estimates
Availability of logs
2019 2020 2021
Softwood 4 4 4
Hardwood

(1 =low; 2 = medium low; 3 = normal; 4 = medium high; 5 = high)
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1. On top of the estimates in the questionnaire,
please fill in the following table

Jan-Jun 2020 vs Jan-Jun 2019

Sawn Softwood % difference

Production -5%
Imports +20%
Exports -17%
Consumption -2%

2. What was the raw material situation like in
2020? How do you see it changing in the coming
months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

At the beginning of 2020, the bark beetle has attacked a big
chunk of our forests. That gave the Swiss sawmill industry
some wood with not the best quality for their products.

The end of 2020 will stay mostly identical. The raw ma-
terial's price will continue to decrease as a result of the
bad quality. Also, the quantity of raw wood will increase.
At the moment, the COVID-19 pandemic didn't affect
the industry too much due to the Swiss government's
decision not to lockdown the entire country. Most parts of
the country’'s economy remained active during the crisis.

3. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

a. Sales to the construction sector

The construction sector is doing quite well by now. In the
beginning of the crisis, in the French and Italian speaking
parts of Switzerland the building sites have been closed
for some weeks by the regional governments. In the
German speaking part, the building sites were running
all the time. For the second half of 2020, we expect a
slight decrease of demand.

b. Sales to the DYI sector

The DIY stores had been completely locked down from
March to April. Since the reopening at the end of April, the
DIY markets are facing higher demand than ever before.
Many people used the time they were forced to stay athome
(homeoffice, no holidays abroad) to renovate their homes.
The situation will probably remain for the rest of 2020.

c. Sales to the furniture sector
Thereis not an important furniture sector in Switzerland.
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There are some small manufacturers in the luxury seg-
ment. For them, the situation was difficult for the last few
months, but not as bad as expected. At the beginning
of the crisis, the Swiss suppliers of the furniture industry
(chipboard producers) have lost most of the orders from
one day to the next, due to the complete lock-down in
Italy and other European countries. The future situation
for the furniture industry is difficult to predict. It depends
on the available household incomes (private sector) and
on the development of the furniture industries in our
neighbouring countries.

4. What were sales to countries around the world
like? Have there been any particularly positive or
negative countries over the last few months? Are
there markets which are going to be especially
positive/negative in the future?

With various lockdowns in the EU, the market of exportation
completely stopped. Most companies in this segment have
used governmentally supported short-time work to survive.
The others didn't notice a big difference since the begin-
ning of this year. We think that the construction sector
will be affected during the next year and after because of
all the projects that couldn't take place this year due to
the reluctance and the fear of investors. Many companies
are going to take a step back in their investment plan to
compensate the loss of profit they may have made.

5. Have businesses in your country been affected
by labour shortages and/or liquidity problems?
Has your government provided any help (tax
breaks, financial support, etc...) to the sawmill
industry to cope with the coronavirus crisis?

The Swiss government provided a 60 billion Swiss francs
budget to offer a 0% loan to every business asking for
it. All taxes, social taxes and bills were suspended or the
payment delay was upgraded to 90 days.

6. How do you see the future of the sawmill indus-
try in your country? Is the competitive landscape
going to change as a result of the coronavirus crisis?

We think that significant changes will take place during
the next and the year after next. Probably the construction
sector which will be less active because there were less
investments. This is going to impact the pallet sector and
eventually the furniture sector in new construction. The
DIY is in good shape and will probably stay stable during
the next year.
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UNITED KINGDOM ] Lo~
Source: Timber Trade Federation and European Commission VdiIn™
General economic information
2019 2020* ‘ 2021*
Population (million) 66.8 66.9 67.0
GDP Growth (%) 15 -9.7 6.0
Inflation rate (%) 1.8 0.9 13
Unemployment rate (%) 3.8 3.9 n.a.
Construction industry
Buildings permits (units) n.a. n.a. n.a.
Housing starts (units) 189 000 n.a. n.a.
Housing completions (units) 214 000 n.a. n.a.
Wage Development (%) n.a. n.a. n.a.
Average working time in sawmilling (h/week) n.a. n.a. n.a.
* Estimates
Sawn Softwood (in 1,000 m°)
2019 2020* 2021*
Production 3410 2984 3618
Imports 6 394 5718 5939
Exports n.a. n.a. n.a.
Consumption 9611 8 542 9372
* Estimates
Sawn Hardwood (in 1,000 m?)
2019 2020* 2021*
Production n.a. n.a. n.a.
Imports 519 n.a. n.a.
Exports 22 n.a. n.a.
Consumption n.a n.a n.a
* Estimates
MARKET STATEMENT

1. On top of the estimates in the questionnaire,
please fill in the following table

Jan-Jun 2020 vs Jan-Jun 2019

Sawn Softwood % difference

Production -2%
Imports -20%
Exports -12%
Consumption -5%

2. What was the raw material situation like in
2020? How do you see it changing in the coming

months? Has the coronavirus had any impact on
raw material availability? If not, what is affecting
raw material availability the most?

Log supply has no changes since 2" quarter of 2020.
Latvian State Forests (owns 53% of forest land in Latvia)
continue operate business as usual, providing log con-
tracted volumes and securing stable deliveries. Private
forest owners, on the other hand, now are facing with
industrial wood sales problems. As a result, harvesting
activities in private sector has noticeably dropped. In
spite of turbulences in log supply, sawmills operations
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still continued to stay on a high level - firstly, due to high
stocks of winter logs and secondly, thanks to sawlog
import activities.

3. How did the different market segments respond
to the crisis? Do you think there are going to be
changes in the future?

In gene The recovery from the pandemic lockdown for
timber and panel imports would appear to be underway.

The month of June was a much better month for tim-
ber and panel imports compared to the previous two
months. Although the difference between June 2020
and June 2019 was a reduction in volume of 14%, this
compares with a 39% reduction in April followed by a
35% reduction in May.

This improvement indicates that it is now likely that month-
ly import volumes for the rest of the year will continue
to approach the levels of 2019, although this is by no
means certain. If the recovery continues throughout the
remainder of the year at similar levels.to last year, the likely
outturn for all the main timber and panel products for
2020 on this basis will be around 20% lower than in 2019.

This is broadly in line with the early responses from the
NSD Committee’s Softwood Import Volume Forecast.

The overall improvement in June was better than orig-
inally forecast for that month and this has raised the
end-year ‘post-Covid’ forecast for all the main timber and
panels imported by the UK in 2020 to around 8.5 million m®.

The continuing uncertainty surrounding the rest of 2020
could however both raise or lower this volume.
Uncertainty is about the only feature of 2020 that can be
guaranteed because as the influence of the coronavirus
hopefully reduces the spectre of the UK's exit from the
European Union resurfaces and looms once more on
the horizon.

Timber Trade Federation Members are forecasting an
import volume of 5.72 million m?in 2020, down by 11%
from the 2019 total of 6.39 million m?.

In 2021, imports are forecast to rise by 4% to 5.94 million m?>.
There is a reasonable consistency among Members’

forecasts. This is demonstrated by Members providing
an upbeat prediction for the 2" half of 2020.
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In total, softwood imports in the first half 2020 were
24% below the same period in 2019 (made up from the
average of the red bars above).

Members forecast an improvement in the second half of
2020 as shown by the green bars above and in total, this
equates to a 6% increase over the second half of 2019.

The net effect is an 11% decrease for the full year 2020.
The blue bars show how this 11% decrease is arrived at
from the average of each country and ‘others’.

As mentioned above, growth of around 4% is predicted
for 2021.

Total country-by-country breakdown of deliveries for the
year 2020 and 2021 are available below.

NSD Forecast for 2020 at August 2020
Country 000m3 Country % Change
Share | over 2019 Actual
Sveden 2437 43%)| -8.6%
Latvia 1,021 18% -10.0%]
Anland 710 12% -19.2%
Russia 320 6% 3.7%
Germany 381 7% -17.5%]
Ireland 366 6% -9.1%j
Others 483 8% -10.6%]
Total 5718 100%i -10.6%
NSD Forecast for 2021 at August 2020
Country 000m3 Country % Change
Share | over 2020 Fest

Sweden 2,555 43%) 4.8%
Latvia 1,008 17% -1.3%i
Fnland 790 13% 11.3%;
Russia 320 5% 0.0%
Germany 428 7% 12.3%
Ireland 336 6% -8.1%i
Others 502 8% 3.9%
Total 5,939 100%) 3.9%|
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4.6 ADVOCACY ACTIONS COVID-19 PANDEMIC

This exhaustive overview about sawnwood markets as
impacted by the Coronavirus outbreak is concluded
by examining the main actions that EOS carried out to
voice to the European institutions the concerns of the
sawmill industry.

In March 2020, amongst different stakeholders, EOS was
contacted by the EU Commission, which asked to fill a
guestionnaire related to the effects of COVID-19 on the
EU Sawmill Industry.

Together with the data collection, EOS also empha-
sized to the EU Commission that “the European sawmill
industry fully supports for the long-term aims of the
European Union to decarbonize our economy and meet
the commitments of the Paris Agreement. The timber
industry is the only sector in Europe able to provide
carbon neutral materials to be used in construction and
in everyday products’”.

However, at this critical time, we called on the EU insti-
tutions to give short-term priority to tackle the COVID-19
emergency. The virus-related turmoil has the potential
to plunge Europe into recession and provoke a 2008-
20009 type of crisis. The European sawmill industry needs
therefore financial support to tackle the looming crunch.
Small and medium enterprises will be disproportionately
affected. Specific support measures should therefore be
addressed to small and medium companies. As imme-
diate action, it is vital that the transport of goods is kept
open within the EU even at this difficult time.

China has gone on to become the largest sawnwood
importer globally in the space of just 10-15 years: any
major disruption in China will surely reverberates on
the global sawmill industry at some point. For many
sawmills across Europe, China is by far the largest ex-
port market.

"As the coronavirus is spreading throughout China, there
are many fears that the virus could disrupt the wood trade
in the country and could cause multiple problems in the
global wood supply chain. There is industry concern that
if the coronavirus would spread in coastal towns and
cities, then access to Chinese ports could be restricted
with little warning. Major trade shows in China related to
the wood industry are being postponed. DOMOTEX asia/
CHINAFLOOR 2020 officials stated that after studying
and evaluating the announcements, guidance and news

released by relevant Chinese departments and in order to
protect the health and safety of the exhibitors and visitors,
they have decided to postpone the show scheduled for
24-26" of March.

Wood is transported to China by containers. Some of
the arrived vessels are still waiting for unloading, which
results in higher costs. This might pose a cashflow prob-
lem for the sawmill industry in the coming months as
payments are delayed with goods stuck outside ports. It
can be expected that the lead time from vessel to stocks
may become long. The container accumulation in China
in general, not only in timber business, has resulted
with a plummeting container availability in Europe and
further increases in freight rates. Should the situation
deteriorate EU Member States and Institutions might
consider the implementation of some measures (e.g.
loans at favourable rates, relaxation of state aids) that
would help sawmills survive.

At the moment, there is no certainty on how long and
widespread the coronavirus outbreak will be and what
impact will have on medium-term trade. What is certain
is that the virus has already started to impact the wood
trade in China, which can have serious implications for
Furopean and global wood trade flows.”

At the end of March, EOS also addressed a letter to the
Commissioner, Mr Thierry Breton calling for a Coherent
European Roadmap for Recovery. The text of the letter
is here reported.
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i Brussels, 30 March 2020

CALL FOR A COHERENT EUROPEAN ROADMAP FOR RECOVERY

Dear Commissioner,
Dear Mr Thierry Breton,

On occasion of the European Council held on 26 March, the EU leaders called for measures
necessary to get back to a normal functioning of our societies and to sustainable growth.

To this end, the EU Commission has been invited to work on a proposal for a Roadmap for
recovery accompanied by an Action Plan.

The European Sawmill Industry urges policymakers to include the bio-based industries —
and in particular, the wood manufacturing industries in the expected recovery action plan.

Considering that the EU Council called for a roadmap that will simultaneously create an
European environment-friendly industrial fabric, EOS calls for actions that support industries
using biological resources to generate high-value bio-based products. Demand for
bioproducts is rapidly growing worldwide and represents the only immediate and effective
way to reduce carbon emissions.

In this respect, it is important to highlight that the U.S. Department of Homeland Security
and the U.S. Department of Labor have both identified the wood products industry as an
“essential critical infrastructure workforce” in the nation’s response to the coronavirus
pandemic. Wood industries have been identified as "life-sustaining business" and this
includes sawmills.

In the framework of the EUROPEAN ROADMAP FOR RECOVERY, the European Sawmill
Industries:

« call for an European-wide COVID-19 recovery plan with a coherent strategy plan that
supports the manufacturing industries and particularly SMEs.

*» urge policy makers at European and National levels to supply a financial system able to
guarantee liquidity to companies - prioritizing small and medium size industries;
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« call for facilitating the recovery of the construction sector, which the European sawmill

industries depend on;

+in line with the Regulation on the Coronavirus Response Investment Initiative (whereas
number 4), we emphasise the opportunities related to the timber-based emergency relieve
infrastructure. This might be ready-to-assemble hospital modules or quarantine units made

out of cross-laminated timber;

* in line with the Communication from the Commission on the implementation of the Green
Lanes under the Guidelines for border management measures to protect health and ensure
the availability of goods and essential services, urge Member States and policy makers to
ensure EU internal borders are kept open for land, sea and air transport:

o Availability of trucks at affordable rates should be ensured;
o Equally, availability of containers on vessels at affordable rates to facilitate
the circulation of good also outside Europe needs to be ensured.

On behalf of the European Sawmill Industry, the EOS team is at your disposal for any

questions that you may have.

We will continue to provide you with updates of the current crisis that is affecting our

companies.

Additionally, in April 2020, at the request of the European
Federation of Building and Woodworkers (EFBWW), EOS,
together with CEI-Bois, the Furniture Sectors organisa-
tions - EFIC and UEA and the Wood-based Panel Industry
(EPF) has been invited to collaborate in a joint letter on
the effect of the social impact caused by the COVID-19
and correlated recommendations.

The letter calls for specific actions to simultaneously
protect workers in the woodworking and furniture in-

dustries against health and safety hazards and to absorb
and curb the negative consequences of this crisis and
to keep companies functioning to the extent possible.

In order to maximise the visibility of the joint requests,
this letter was disseminated amongst the competent
DGs of the EU Commission, the Members of the EU
Parliament and at Council level. The EOS Members had
the opportunity to use this letter as a tool for enforcing
their requests at National level.
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COVID-19: To fight the Corona pandemic, the European
Woodworking and Furniture Industries propose measures to
protect workers’ health, support economic activity and the sector’s
recovery

Facing the Covid-19 outbreak, the world is fighting a pandemic of unprecedented proportions in
modern times, currently causing a full-blown health emergency.

This is a joint statement of the Social Partners from the two recognized European Social Dialogues
for the Woodworking sectors (CEI-Bois and EFBWW) and for the Furniture sectors (EFBWW, EFIC and
UEA), and the Social sectorial Federations of the Wood Panel Industry (EPF) and the European
Organisation of the Sawmill Industry (EQS).

The undersigned European associations represent the European Woodworking and Furniture
Industries, worth 1.7% of the EU GDP and employing more than 2 million Europeans, the 5% largest
manufacturing sector in the EU in terms of employment. In light of these difficult times, we wish to
reiterate our commitment to supporting public authorities to overcome this crisis.

We underline that the key priority and focus of the national, regional and local social partners of the
Woodworking and Furniture Industries be on protecting a safe and healthy work environment for
contractors, workers, owners and society. Jointly, we underline the need for a fast economic recovery
and for measures to revitalise the sectors after the crisis.

We call national employer and workers organisations of the Woodworking and Furniture Industries
to work together with the national, regional and local governments in order to do everything
possible:

e To ensure that specific measures are taken to protect all workers in the woodworking and
furniture industries against Health and Safety hazards and job or income losses;

e To absorb and curb the negative consequences of this crisis and to keep companies functioning
to the extent possible;

e To keep borders open for goods at all times. Checks or health screenings of freight vehicles
carrying goods should be thorough and well organized to minimize time losses and the impact
on truck drivers. The functioning of the single market, provided it does not endanger public
health, should be upheld and enforced. The free movement of workers across national borders
should remain possible as long as there are no health threats.

We ask the national social partners of the woodworking and furniture industries and
national/regional/local authorities to honour the right to compensation, rehabilitation, and curative
services for woodworking and furniture workers infected with COVID-19.
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We underline the importance of our industries for the overall economy, for the transition towards a
climate-neutral Europe and for rural development, to name some important aspects. In many
Member States a de jure or de facto lock down situation has been imposed by national authorities
to prevent the further spread of COVID-19. We recognize the responsibility of politicians and the
enormous pressure they are currently facing. We are of the opinion that it could be helpful that the
national, regional and local authorities find an agreement with the employers and workers
organisations of the Woodworking and Furniture Industries to identify essential activities. This
decision process should be done after a careful risk-assessment and with specific preventive measure
for contractors, workers and society. We also underline the importance of our sectors for the
immediate future after the crisis and for the long-term perspectives of our European Industry and
Economy as a whole. Wood and wooden products, as the most appropriate basis for a circular and
recycling-oriented economy are absolutely vital for Europe and especially for the Green Deal, the
Circular Economy Action Plan and the Renovation Wave. We also underline the importance of our
sectors for the immediate future after the crisis and for the long-term perspectives of our European
Industry and Economy as a whole. This insight should guide EU and national recovering plans for the
period after the crisis and should be reflected in all related programmes, in line with the joint
statement of the Members of the European Council on COVID-19 crisis released on 27 March.

For this, we strongly urge the national employer and workers organisations of the Woodworking and
Furniture Industries to negotiate jointly with the national/regional/local authorities swift practical
solutions to take practical temporary solutions in order to allow woodworking and furniture activity
to continue working, in compliance with the national restrictive measures, during the current
exceptional circumstances.

We strongly encourage that all public authorities provide financial support for companies in the
Woodworking and Furniture Industries that are obliged to stop their commercial activities or suffer
from a significant drop in demand due to COVID19 and to:

e Allow an extended recourse to temporary unemployment, without penalising companies and
workers, as it has always been the case in some EU countries;

e Provide regular updates on the necessary information and safety equipmentin order to continue
to work in correct conditions, for those companies who can do it / decide to do it, both now and
in the coming months where activity will slowly restart;

e Provide an exceptional legal framework, which enables companies to ensure their economic
survival during this exceptional crisis period;

e Ensure that there is no administrative delay and a swift procedure to support companies and
workers;

e Promote and implement accessible initiative to reskill and upskill (Council Conclusions from 26
March 2020) workers and promote apprenticeships after the end of the crisis, to support the
recovery of the economic sectors;

e Protect companies that experience financial difficulties due to the COVID-19 crisis against their
creditors and oblige banks and other financial institutions to support the economy and the
woodworking and furniture industries.

In order to facilitate the lifting of confinement measures, we ask that the national social partners of
the Woodworking and Furniture Industries to take the following elements into account and that
these actions are properly enforced:

e Provide clear Health and Safety information, guidance and training to all workers and all those
who are in contact with workers, regardless whether they have COVID-19 disease symptoms or
not — according to international, EU and national specific recommendations — and involve
workers and their representatives in all planning and execution of related measures at company
level;
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e Provide all needed Personal Protective Equipment in sufficient quality and quantity;

e Provide all facilities to keep the needed level of hygiene at workplaces;

e Companies to guarantee that all necessary preventive and protective measures are taken to
minimise occupational safety and health risks;

e Observe that proper protocols and behaviour is respected at the workplace. The fear of the
coronavirus must not lead to discrimination or indecent behaviour.

e Ensure a safe distance between workers at the workplaces, in all facilities and circumstances, in
particular as regards posted workers, and this during working time and all breaks;

e Ensure that transportation of all workers is done in compliance with the specific requirements;

e Take appropriate measures to ensure that posted workers are not accommodated in collective
spaces where social distancing cannot be respected;

e Where needed ensure, in an open and constructive dialogue, that posted workers can safely
return home;

e Guarantee that no worsening of working conditions occurs after temporary unemployment or
other forms of work stoppage.

e Ensure a safe restart of furniture and woodworking trades in those countries where trading
activities are locked down for safety reasons at the moment. Certainly, the protection of staff
and customers comes first, however good examples from the food and non-food sectors show
that business operations are possible under strict hygienic rules and with limitations of customers
per sales area.

In case economic activities in our sectors are stopped by national decrees of the responsible
authorities, we ask that the national social partners of the Woodworking and Furniture Industries
seek a common solution with their authorities for the following circumstances:

e Guarantee as much as possible financial stability for workers and companies.

e Evaluating feasible solutions for temporary unemployment in order to prevent negative
consequences on income;

e To prevent companies from liquidity problems, adequate funds should be made available,
immediately for the current situation and via national programmes for the recovery after the
crisis;

e The construction sector, one of the pillars of the economy and a very important partner for the
woodworking industries, needs to be supported, too. Public procurement oriented at low-carbon
timber construction will play a crucial role for an European green recovery, supporting the
market in times of substantial decrease of private demand.

For EFBWW and employer federations in the Woodworking and Furniture Industries the first priority
is that work can take place in a safe way. Therefore, we urgently ask all our affiliated organisations
to take the current COVID-19 treat very seriously and take all actions needed, which simultaneously
guarantees the sustainability and viability of companies, while securing the income, social protection,
well-being and health of their workers.

EFBWW and employer federations in the Woodworking and Furniture Industries ask for an open
dialogue with the European Institutions to identify and implement the appropriate measures
allowing for a quick recovery after the crisis. We invite our national affiliates to do the same at their
level. We believe that our industries can play an important role in the achievement of the goals of
the Green Deal.
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y_11 ¥ CEI-Bois represents 21 European and National organisations from 15
/E J‘\,»' countries and is the voice of the European woodworking sector: close to
B\ ) . 180.000 companies generating an annual turnover of 144 billion euros and
=l EYCE|-Bois employing 1 million workers.

EFIC is the voice of the Furniture industries in Europe. Founded in 2006,
F- EFIC now represents more than the 70% of the total turnover of the
Eurapean Fumisure Indusiries Confederiaiior  industry and its membership is composed of 16 national associations and

1 individual company member. The EU Furniture industry employs around 1 million people in about
120 000 enterprises and generates a turnover of 96 billion Euros.

= European Furniture Manufacturers Federation (UEA) is a European-level
U == A social partner organisation representing European employers and involves

s— furniture national organisations from 6 countries. UEA supports furniture
National associations exchanging information, participating to specific projects and to the work of
the European Social Dialogue Committee on Furniture, of which UEA is an official social member. UEA
involves: ACN (Czech Republic), APIMA (Portugal), APMR (Romania), CENFIM (Spain), MOBIDER
(Turkey) and BFM (UK). It aims to maintain and strengthen the permanent contacts among members
and to act as their voice towards other trade organizations, EU authorities and international entities
such as WTO, OECD, UNIDO. It aims to establish and represent the general interests of its members
while ensuring the greatest possible influence on rules, decisions and directives made or issued by
international organizations and authorities

The European Panel Federation has members in 25 countries and
represents the manufacturers of particleboard, MDF, OSB, hardboard,
EUROPEAN PANEL FEDERATION - SOftboard and plywood. The EU wood panel industry has an annual
woen masco raveest fyrnover of about 22 billion Euros, creates over 100,000 jobs directly and
counts more than 5,000 enterprises in Europe.

Through its member federations and associated members, the European
Organisation of the Sawmill Industry (EOS) represents some 35,000
sawmills manufacturing sawn boards, timber frames, glulam, decking,
flooring, joinery, fencing and several other wood products. Together they
represent around 80% of the total European sawn wood output in a sector
that has a turnover of around 35 billion EUR and employs about 250,000

people in the EU.

The EFBWW is the European Trade Union Federation grouping 75
g.- national free trade unions from 34 countries, representing members in
o | the Building, Building Materials, Wood, Furniture, Forestry and Allied
sectors. The EFBWW is an officially recognised European social partner

for the Construction, wood and Furniture sectors, defending workers’ rights at EU level.
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Our primary goal: a secure and
sustainable supply chain

Timflow - the GPS traceability
monitoring system for log

deliveries is extended to
other customers

In the past three years, Timflow has
become an integral part of

HS Timber Group's Due Diligence
System. Registered transports, GPS
endowed trucks - and full photo
documentation from loading until
reception of the logs at the production
sites - secure a sustainable

supply chain.

Due toits success, some of our
suppliers have started to use Timflow
to monitor their logyards, as well. We
support this by providing them the
infrastructure, the digital services

and 100% safe data for free.

This extended traceability is an
important step and will further increase
the transparency of knowing where
the timber comes from.

To see how it works: www.timflow.com

Partner for Europe’s forestry

HS Timber Group is a reliable and important partner for
the forestry and timber industries in Europe. The group
imports from other European countries about 50% of
the timber thatis processed in the Romanian sawmills.
Close cooperation with our partners is based on trust
and open, transparent communication and thereby leads
to mutual success.

Planting trees for the forest of tomorrow

HS Timber Group supports reforestation activities

in Romania. Forest regeneration often takes place
naturally without the need of external interventions.
When this is not possible, the owner is legally required to
carry out reforestation activities.

But there are cases when forest owners cannot cover
the reforestation costs. There, Tomorrow's Forest project
comes to meet the need of helping private owners to
regenerate their forests. The successful project has
already reached a milestone in mid-2020, as over
600,000 seedlings have been planted, which means

a 60% completion of the programme. By entering into
this strategic alliance, HS Timber Group aims to
implement the company's CSR commitment more
purposefully and more effectively.

www.padureademaine.ro

Perfectionin Timber.




SPECIAL
FOCUS

The
sawmilling
industry in
Poland is
especially
important
for the
development
of industries
based on
raw wood
material.

Forest-based sector in

Polish economy

The forest-based sector is an important
element of Polish economy and a part of
the global and European market in wood
and products of wood processing. Forestry
and the directly related to it wood sector !
generate approximately 2.2% of Polish Gross
Domestic Product (2018), of which forestry
accounts for 0.3% and the wood sector for
1.9%. Forestry and the wood sector pro-
duce more than 3.6% of global production
(approximately 0.3% and 3.3%, respectively)
and 2.5% of gross value added (0.3% and
2.2%). Total employment in the forest-based
sector in Poland was almost 0.4 million
people in 2018, of which 11% was employed
in forestry and 89% in the wood sector.
Wood and wood products are also very
important for foreign trade, for they account
for approximately 9% of the export value
and 4% of the import value. Furniture is one
of the main commodity groups of Polish
export (its share is almost 5%).

Sawmilling industry as a basic
element of the wood-processing
chain in Poland

The sawmilling industry in Poland is es-
pecially important for the development of
industries based on raw wood material.
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Placed at the beginning of the "wood
processing chain’, the sawmilling industry
supplies wood materials to industries man-
ufacturing final products, inter alia, to the
producers of builder's carpentry and joinery
products, flooring materials, packaging, and
furniture.

The scarcity and huge, difficult to unam-
biguously define, number of operating
small and micro companies (often family
companies, which solely render services
or sometimes operate only periodically)
is specific to Polish sawmilling industry. It
is estimated that there are 9.3 thou. enti-
ties 2 operating in the sawmilling industry,
i.e. 14% of total number of companies in
the wood sector and 30% of companies
grouped in the traditionally understood
wood industry ® (as at the end of 2019). In
relation to the entities operating in Polish
industry altogether and manufacturing,
the sawmilling companies are 2.5% and
2.7%, respectively. Almost 92% of sawmilling
companies employs fewer than ten people,
115 companies (1%) 50 people and more,
and only 14 companies (0.2%) are big en-
tities employing more than 249 people.
Sold production of the sawmilling industry
in Poland accounts for approximately 21%
of sold production value generated in the
wood industry altogether (simultaneously it

1. The wood industry, pulp and paper industry together with paper processing, and furniture industry (acc. to Statistical Classification of Economic Activities in the
European Community (NACE) - section C, chapter 16 "Manufacture of wood and of products of wood and cork, except furniture; manufacture of articles of
straw and plaiting materials”, 17 "Manufacture of paper and paper products” and 31 "Manufacture of furniture”).

2. Acc. to the National Official Business Register - REGON kept by the President of Statistics Poland

3. Nace section C, chapter 16 "Manufacture of wood and of products of wood and cork, except furniture; manufacture of articles of straw and plaiting materials”
(without furniture industry and pulp and paper industry and paper processing).
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FIGURE 1:

Sold production of the sawmilling
industry in Poland in the years
2015-2019

B Wood industry
M sawmill industry

Billion €, current prices

2015 2016 2017 2018 2019
estimate

Data concern economic entities employing more
than nine people.

Source: Statistics Poland; tukasiewicz Research
Network — Wood Technology Institute

FIGURE 2:

Average employment in the
sawmilling industry in Poland in
the years 2015-2019

M Wood industry
M Sawmill industry

Thousand persons

948 962 977

91.5

2015 2016 2017 2018 2019
estimate

Data concern economic entities employing more
than nine people.

Source: Statistics Poland; tukasiewicz Research
Network — Wood Technology Institute
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is 6% of sold production of the wood sector
and 0.6% and 0.7%, respectively, of industry
altogether and manufacturing) - fig.1.

In 2018 and in 2019 (estimate), the value
of sold production of Polish sawmilling
industry was approximately € 2 billion,
meaning a more than 14% increase (in
current prices) in relation to 2015. Almost
16% of its value was generated by micro
companies employing fewer than 10
people. In Poland the sawmilling industry
provides jobs for approximately 32 thou.
people, who account for 29% of the
employed in the wood industry and for
9% in the entire wood sector (in relation to
industry altogether and manufacturing it is
slightly more than 1%). 14% of the employed
in the sawmilling industry work for small
companies (which employ fewer than
10 people) - fig. 2. In the years 2015-2019
the average employment in the sawmilling
industry in Poland increased more than 7%.

Although Polish sawmilling industry has
considerable potential, it is characterised
by relatively worse economic condition
than the average of the other wood indus-
tries (recently their economic and financial
results, especially in the case of the wood-
based panelindustry and builder's carpentry
and joinery, have been generally better than
those achieved by industry altogether or
manufacturing). This largely results from
the specificity of the production processes
of the sawmilling industry and the relatively
low value added (reflected in the prices
of sawmilling products). Huge depend-
ence on the raw wood material prices is
the reason why the relations between the
incurred costs and gained incomes are
less favourable than in the other wood
industries. In the period 2015-2019 net
profitability of Polish sawmilling industry
ranged from 1.7% to 3.0%, while that of the
wood industry ranged from 5.5% to 6.9%
(and profitability of the entire wood sector
ranged from 6.5% to 6.8%) — fig. 3. Usually,
the sawmilling industry is the first to suffer
from the problems emerging on the wood

66

In the years
2015-2019

the average
employment in
the sawmilling
industry

in Poland
increased
more than 7%.



market, predominantly wood shortages and
price increase. However, the prices of this
industry’s products are relatively stiff, thus
the increase in wood prices does not cause
an automatic increase in the prices of the
sawmilling industry products.

In the coming years the development of
Polish sawmilling industry (as the develop-
ment of wood sector and Polish economy)
will largely depend not only on the situation
on the wood market, but predominantly
on the condition of global and European
economy, especially the EU economy. The
source of uncertainty are the actual con-
sequences of Brexit, the intensifying trade
war between USA and China, climate crisis,
and possible escalation of conflicts in the
Middle East and Ukraine. The foreseen seri-
ous slowdown of the global economy due

to the coronavirus pandemic is a significant
threat to the development of the sawmilling
industry — the basic link in wood processing.
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FIGURE 3:
Profitability of net sales in the sawmilling industry
in Poland in the years 2018-2019

M Wood industry M Sawmill industry
%

8
2 6.9
61 6.3
6 S 5.6
5 55
4
3.0
2.8
3 2.5
1.9
2 *'AVL
1 1.7
0
2015 2016 2017 2018 Half of
2019

Data concern economic entities employing more than nine people.
Source: Statistics Poland; tukasiewicz Research Network — Wood Technology Institute
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Base of raw wood material for

the sawmilling industry in Poland

In Poland the sawmilling industry operates

using a relatively abundant domestic base

of raw wood material:

® 5.3 million hectares of forests, including
77% stewarded by the State Forests,

® 26179 million m? of growing wood (gross
merchantable bole) (4th place in the

TABLE L

European Union), including 78% stew-
arded by the State Forests.

Recently wood harvesting has systematical-
ly increased in Poland — to 46.7 million m?
in 2018 (@ more than 12% increase in rela-
tion to 2015), of which 45.8 million m? was
wood from forests and 0.9 million m? from
afforested areas (table 1).

Wood removals by assortment in Poland in the years 2018-2019

Wood removals?
ASSORTMENT! 2018 es%ti?%gte
1000 m3
Total 46711.2 44084.0
Merchantable bole 44790.8 42076.0
coniferous: 34594.1 32390.9
large-size wood for general purposes (sawlogs) 14876.0 14240.0 0
large-size wood for special purposes 877 102.0
(veneer logs, peeler logs
medium-size logwood (pit wood) 1883 168.9 Wood
medium-size wood for industria_l proce_ss‘mg _ 17558 7 16115.0 ha rvest ng In
(pulpwood and other wood for industrial processing) Poland has
medium-size fuelwood 1883.4 1765.0 increased to
non-coniferous: 10196.7 9685.1 46.7 million m?
large-size wood for general purposes (sawlogs) 2636.9 2590.0 in 2018
large-size wood for special purposes 1931 1901 (a nincrease
(veneer logs, peeler logs)(veneer logs, peeler logs) Of more tha n
s ond e wood o ocsio pibcessngl | 5469 | 4mwo | 18% compared
medium-size fuelwood 2117.8 1995.0 0 .
Small-size wood: 1658.2 1730.0
for industrial processing 308.1 267.0
fuelwood 1350.1 1463.0
Stump wood 7.2 8.0
Forests chips 255.0 270.0
Industrial roundwood 41352.7 38853.0

-

. Merchantable bole - roundwood of at least 5 cm diameter at the small end (without bark) or at least 7 cm (with bark);
Large-size wood - roundwood of at least 14 cm diameter at the small end without bark (coniferous) or at least 22 cm
(non-coniferous);

Medium-size wood - roundwood of at least 5 cm diameter at the small end (without bark) and a maximum diameter of
24 cm at the large end without bark;

Small-size wood - roundwood of a maximum diameter of 5 cm at the large end without bark or of 7 cm with bark,
calculated in grouped pieces or in stacks.

. Wood from forest and from trees and shrubs outside the forest. Trees and shrubs outside the forest are productive
and protective clusters in public and private areas excluding forests and green land with cities and rural. The term do
not include forests, forest land and land designated for afforestation, in accordance with lawful decisions, orchards,
plantations, forest and shrub nurseries, cemeteries, estate green belts within cities and rural (city and rural parks, estate
forests, public utility greenery), coastal belt zones, home gardens and allotments, and trees and shrubs surrounding
monumental places.

Source: Statistics Poland; tukasiewicz Research Network — Wood Technology Institute
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Polish wood market's specificity lies in
the fact that one producer dominates the
market — the State Forests National Forest
Holding. In 2018 almost 95% of wood from
forest originated from this supplier. The
harvested raw material is dominated by
coniferous wood (77%), and more than
88% of it is industrial wood intended for
material processing (in 2018 the amount
was 41.4 million m®, and in 2019 estimated
38.9 million m?). It is assessed that the 2019
decrease in harvesting to 44.1 million m?
(more than 5% compared to the previous
year) largely resulted from the necessity
of fast managing huge amounts of wood
(according to estimates approximately
10 million m?) from windfalls in the preced-
ing two years (created by the hurricane in

FIGURE 4.

August 2017) and means return to wood
harvesting in accordance with the 10-year
plans of forest organisation.

In Poland the sawmilling industry process-
es primarily large-size wood for general
purposes. Recently, this wood accounted
for 42%-43% of harvested industrial wood;
however, faced with shortages of this as-
sortment, the sawmilling industry also uses
medium-size wood: sawlogs and wood
for industrial processing. Harvesting of
sawlogs (dominated by coniferous species,
while their share has grown systematically
in recent years from 82% in 2015 to 85%
in the years 2018-2019) amounted to
17.5 million m?in 2018 and 16.8 million m?
in 2019 (fig. 4).

Wood removals in Poland in the years 2015-2019 (from forest and from

trees and shrubs outside the forest)

M sawlogs — coniferous M Sawlogs — non-coniferous M Wood — total

Million m?3
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Source: Statistics Poland; tukasiewicz Research Network — Wood Technology Institute

Most of harvested raw wood material is
consumed in Poland. In 2018 5.6 million m?
of wood was exported (12% of the
harvested volume), and in 2019 probably
4.4 million m? (10%). Primary exported item
is industrial wood — fuelwood export is
relatively insignificant (in the period 2018-
2019 it amounted to 244 thou. m® and

150 thou. m?, respectively) - fig. 5. Demand
for Polish wood is primarily generated by
the European Union countries (in 2018
more than 48% of the exported raw material
was sent to Germany), while China has
become a new important export market for
Polish wood - in 2018 9% of Polish wood
exports was consumed by China (according
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to estimates, in 2019 China’'s share within
the geographical structure of Polish wood
exports increased to 16%). On the other
hand, wood import has been insignificant
for the Polish wood market recently (mainly
due to relatively high transport costs). In
2018 Poland imported 1.1 million m? of raw
wood material (2% of domestic harvesting
volume), and the estimate for 2019 is
1.7 million m* (which means that import
increased to almost 4% in relation to
domestic wood harvesting volume).
Poland imports wood primarily from the
EC countries, i.e. Latvia (20% of import

FIGURE 5:

in 2018), Slovakia (17%), Lithuania (17%),
and Germany (13%). The geographical
structure of wood import has significantly
changed recently, i.e. only small amounts
of wood originate from the formerly most
important supplier — Belarus — due to the
restrictions on wood export from this
country. As in the case of wood export,
the import of wood is also dominated
by industrial wood. Poland imports only
small amounts of — in the period 2018-
2019 its import amounted to approximately
60 thou. m*.

Foreign trade in industrial roundwood in Poland in the years 2015-2019

M Export — quantity M Import — quantity

Million m?3

2015 2016 2017 2018 2019
estimate

M Export — value M Import — value

Million €

300

250

200

150

100

50

2015 2016 2017 2018 2019
estimate

* Based on CN classification (Combined Nomenclature); volume — conversion from mass (tonnes) using standard

conversion factors of UNECE/FAO.

* Since 2016 including 4403 11/12 (wood in the rough, whether or not stripped of bark or sapwood, or roughly squared,
treated with paint, stains, creosote or other preservatives — coniferous and non-coniferous).
Source: Statistics Poland; tukasiewicz Research Network — Wood Technology Institute

Foreign trade in sawlogs is also of impor-
tance for the sawmilling industry in Poland.
Recently a drop in the share of sawlogs
within the industrial wood exports has
been observed due to the growing national
demand - in 2018 the share dropped to
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38% (2 million m?3), while in 2015 it was 54%
(1.3 million m®). Poland’s main exports are
coniferous sawlogs (in 2015 it accounted for
90% of total sawlogs export and in 2018 for
79%) — table 2.
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TABLE 2:

Sawlogs exports and imports in Poland in the years 2015-2018

Export Import
SAWLOGS million m?
2015 | 2016 | 2017 | 2018 | 2019 | 2015 | 2016 | 2017 | 2018 | 2019
estim. estim.
Coniferous 1.2 1.2 11 16 15 0.1 0.07 0.1 0.1 0.2
Non-coniferous 0.1 0.2 0.2 0.4 0.3 0.1 0.06 | 0.05 | 0.03 | 0.03
Total 1.3 1.4 13 2.0 1.8 0.2 0.1 0.2 0.1 0.2

* Based on CN classification (Combined Nomenclature); volume — conversion from mass (tonnes) using standard

conversion factors of UNECE/FAQ.

Source: Statistics Poland; tukasiewicz Research Network — Wood Technology Institute

On the other hand, the sawlogs share
within the industrial wood import ranged
from 8% in 2015 (199 thou. m®) to almost
13% in 2018 (141 thou. m®). Import is also
dominated by coniferous species, whose
share within the sawlogs import ranged
from 62% in 2015 to 79% in 2018.

Products of the sawmilling
industry in Poland

The basic product of the sawmilling in-
dustry is sawnwood of various processing
stages. However, not all companies operat-
ing in this industry are solely sawmills. The
sawmilling industry, apart from sawnwood,

FIGURE 6:

also produces structural elements, flooring
materials, wall panelling, wooden packag-
ing, pallets, wooden garden products etc.
Recently the value of sales of the sawmilling
industry products in Poland was approxi-
mately € 1 billion (fig. 6) !, which was 16.8%
of total sales of the wood industry products
in 2015 and 15.6% in 2018. In relation to the
sales of all wood products, i.e. products of
the entire wood sector, in the years 2015-
2018 it was 4.3% and 3.9%, respectively,
and in relation to the sales of the products
of industry altogether and manufacturing
approximately 0.4%.

Value of sales of the sawmilling industry products in Poland in the years

2015-2019

M Wood products (CPA 16)
M Ssawmill products (CPA 16.1)

billion €, current prices

5.6

2015 2016

2017

2018 2019

estimate

Data concern economic entities employing more than nine people.
Source: Statistics Poland; tukasiewicz Research Network — Wood Technology Institute

1. Sold production of products acc. to the Statistical Classification of Products by Activity (CPA), Version 2.1.
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According to official reporting, Poland
produces approximately 5 million m?* of
sawnwood annually, of which 88% are
coniferous species (table 3). However, it is
estimated that these values are considerably
understated ©. The estimates based on har-
vesting and sales of sawlogs (which allow
for the balance of foreign trade in sawlogs

TABLE 3:

and the assumed sawing efficiency), tell
us that recently the annual production of
sawnwood ranged from 8.6 million m?* in
2015 to 9.4 million m? in 2018. In 2019,
due to the fall in harvesting and sales of
sawlogs, the production of sawnwood also
decreased — probably to 8.6 million m?3.

Production of major sawmilling industry wood products in Poland

in the years 2015-2019

WOOD PRODUCTS 2015 2016 2017 2018 2019
estim.

5 -
Sawnwood (1000 m?) acc. Statistics 4835 4945 5031 5013 4940

Poland*
coniferous 4315 4356 4419 4400 4360
non-coniferous 520 589 612 612 580
Sawnwood (1000 m?) — t-WTl estimate 8590 8870 9160 9400 8580
coniferous 6970 7310 7720 8090 7400
non-coniferous 1620 1560 1440 1310 1180
Veneers (1000 m’) 20.5 22.4 22.6 22.0 21.0

Wooden flooring materials (excluding 6993 6511 6708 6848 6900

parquet panels) (1000 m?)

Parqguet panels of wood for mosaic
floors (1000 m?)

Parquet panels of wood (excluding those
for mosaic floors) (1000 m?)

Pallets and pallet collars of wood
(million units)

60205

2051 2007 2068 2327 2500

63908 66845 61971 60500

101,2 106.7 122.3 141.7 142.5

* Since 2016 including impregnated and non-impregnated sleepers.
Data concern economic entities employing more than nine people.
Source: Statistics Poland; tukasiewicz Research Network — Wood Technology Institute

Itis probable thatin 2019 the production of
veneers, which was 21-23 thou. m? in the
last years, also decreased due to the short-
ages of appropriate, high-quality veneer
logs, while an upward trend was observed
in the case of production of most types of
flooring materials (including mosaic floors)
and pallets.

Demand for Polish sawnwood is also cre-
ated by foreign consumers (fig. 7). Recently
Poland’s export of sawnwood ranged from
0.7 million m? in 2015 to 1 million m? in
2018 (the estimate for 2019 is 1.2 million m°)
and it was primarily coniferous sawnwood

(0.8 million m3 in 2018, i.e. 82% of total
sawnwood export). The species structure of
sawnwood export is dominated by pine (77%
of coniferous sawnwood export in 2018)
and spruce (14%). Major consumer of these
exports is the European Union - in 2018
more than 97% of coniferous sawnwood
was exported to the EU countries, mainly
to Germany (31%), Italy (18%), and France
(11%). Export of non-coniferous sawnwood
is relatively insignificant and has not ex-
ceeded 0.2 million m? recently. In terms of
species, it is dominated by oak (51% in 2018)
and beech (34%). Compared to coniferous

1. Statistic reporting is obligatory for sawmilling companies employing more than nine people. Moreover, statistic reporting
of some companies does not allow for manufactured sawnwood consumed directly in further processing (reporting only

allows for the production of sawnwood intended for sale).
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sawnwood, a relatively large amount of
non-coniferous sawnwood is exported
to the non-EC countries (almost 36% in

FIGURE 7:

2018), including China (27% in 2018). In 2018
non-coniferous sawnNnwood was also export-
ed to Lithuania (18%) and Germany (14%).

Foreign trade in sawnwood in Poland in the years 2015-2019

Sanwood coniferous
M Export — quantity M Import — quantity
1000 m?

1200
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2015 2016 2017 2018 2019
estimate

Sanwood non-coniferous
M Export — quantity M Import — quantity
1000 m?

400

300
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100

2015 2016 2017 2018 2019
estimate

* Since 2016 including impregnated and non-impregnated sleepers.
Source: Statistics Poland; tukasiewicz Research Network — Wood Technology Institute

On the other hand, sawnwood import
increased from 1 million m3 in 2015 to
1.3 million M3 in 2018 and to estimated
1.4 million m?in 2019. The import is also
dominated by coniferous sawnwood
(in 2018 its import amounted to almost
1 million m* and 78% of total sawnwood
import). The primary imported coniferous
sawnwood is pine (69% of coniferous
sawnwood import in 2018) and spruce
(21%). Coniferous sawnwood is imported
to Poland from both the non-EC countries
and the EU countries. In 2018 it was
imported from Belarus (33%), Ukraine (17%),
and Sweden (15%). In 2018 Poland also
imported 0.3 million m* of non-coniferous
sawnwood (its import in previous years was
at a similar level). The primary imported
species are oak (44% of imported no-
coniferous sawnwood) and birch (19%).
Poland imports non-coniferous sawnwood

mainly from the non-EU countries (69% in
2019). In 2018 non-coniferous sawnwood
was imported from Ukraine (40%), Russia
(17%), and Germany (16%). Sawnwood of
various tropical species constituted only
a small percentage of the imported non-
coniferous sawnwood (4%-6% recently)
—in 2018 the import of tropical species
sawnwood amounted to approximately
17 thou. m3.

Wooden construction as a
stimulus of the development of
the housing market in Poland

The sawmilling industry and its potential
are important for the development of the
construction industry in Poland, especially
of wooden construction which may be the
answer to many current key challenges
resulting from the sustainable development
paradigm, which assumes that economic
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growth considers social and environmental
issues. The attractiveness of wooden
constructions resides in its features, such
as: the relatively short construction time,
low weight of the structure, energy-saving
and low-emission characteristics, durability,
the fact that it is resident-friendly (including
the positive effect on the resident’s heath)
and environment-friendly or easy to
convert or modernise. Polish state policy
regards eco-construction, which in Poland
also includes wooden construction, as one
of strategic sectors, which may be a driver
of the Polish economy development, and
as one of so-called flag-ship projects, i.e.
programmes whose implementation is
especially important for the attainment
of the set development goals of the
country (with this end in view, inter alia,
the company Polskie Domy Drewniane S.A.
was established). According to the priorities
of Polish housing policy, Poland is also
a country where wooden construction
is to be a larger than before stimulus of
the housing development in the coming
years. In medium-term (till 2030) the
innovative technologies, making it possible
to erect energy-saving wooden buildings
(also multi-storey), are to facilitate the
reduction of a housing deficit (observed
for many years in Poland and estimated
to be, according to different sources,
1.3-2.2 million dwellings), provided an
appropriate housing development strategy
is implemented.

Wooden construction, which in Poland
is largely based on the resources and ca-
pacity of the sawmilling industry, has high
development potential, which has not been
fully utilised until now. It is estimated that
approximately 800 companies producing
5000 wooden houses annually operate in
Poland (6-7% of single-family houses put
in commission annually). The demand for
Polish wooden houses is largely created
by foreign customers. Approximately 4000
wooden houses are constructed annually
outsize Poland (while the import of wood-
en houses is insignificant and estimated to
be approximately 50 pieces annually). It is
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assessed that there are actual premises for
the systematic development of wooden
construction through the creation of a
market in it and the demand for wooden
houses (through, inter alia, change of the
perception of this type of construction in
society), and thus for increasing its share
within the structure of the entire housing
construction. This, however, requires a se-
ries of actions at the national level and of
strategic nature, which will define the hous-
ing and construction policies in Poland
anew, and the development of tools which
will allow effective implementation of these
policies into economic practice.

Special role of the industry
self-government in Poland at the
time of crisis...

A common challenge to wood
industries — common actions

The year 2020 surprised all, also the wood
industries, with the coronavirus pandemic.

N/

Wooden
construction,
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utilised until
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The current situation in Europe and on
the global markets is unprecedented.
Many countries closed their borders. In
Poland the state of epidemic was declared.
Factories are being closed, also sawmilling
companies and those processing wood fur-
ther, including furniture factories. Although
the government worked up so-called
“anti-crisis shield”, i.e. a set of actions and
legislative solutions aimed at reduction of
the negative economic effects connected
with the declaration of the state of epi-
demic on the territory of Poland and with
limitations resulting from it, many entrepre-
neurs (both from the SME sector and the
large company sector) assess these actions
as insufficient to diminish loses which are
already suffered by some.

Due to the precedential nature of this phe-
nomenon and the fact that we are at the
beginning of this dynamically developing
state of threat, at the time being itis difficult
both to determine the duration of this ex-
traordinary state and to assess its short- and
long-term consequences for Polish wood
industry, including the sawmilling industry.
However, itis anticipated that for a dozen or
so months Polish entrepreneurs will have to
actin the conditions of limited demand and
supply. After only few weeks the industry
is already suffering from clear symptoms
of economic slowdown. A decrease in
production and sale, gradual company
closures, and financial effects resulting
from the incapability of delivering on the
long-term contracts concerning collection
of wood from the dominant producer (the
State Forests NFH delivers 95% of wood
to Polish market) are only few of many
challenges which already have to be faced
by wood companies, including sawmilling
companies.

In this extraordinary situation the industry
self-government has been very active, es-
pecially the Polish Economic Chamber of
Wood Industry, which cooperates with,
inter alia, the Polish National Committee of
EPAL and the Wood Industry Association.
With the view of survival of wood compa-
nies and their future development, their

representatives canvass the state author-
ities for protective measures that would
consider the specificity of the wood in-
dustries in Poland, especially in terms of
the conditions of supply of domestic raw
wood materials and the lines of its sale.
It should be noted that when individual
countries isolate themselves and former
supply chains are broken, the relatively
high degree of self-sufficiency in terms
of supplies from the domestic raw ma-
terial base may turn out to be favourable
and secure local manufacturing of wood
products by Polish producers (at least for
some time). However, the relatively high
dependence on export throughout the
value chain becomes a significant issue,
especially in the case of furniture produc-
tion, manufacturing of flooring materials
or building materials. At the time of crisis,
some earlier actions of the Chamber are
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also very useful, for they resulted in new
modern tools facilitating trade and access
to information bases and latest knowledge
in various fields (inter alia, the auction por-
tal www.e-handeldrewnem.pl, providing
information on limitations and periodical
extraordinary legislative solutions or on the
changes of dates of the industry conferenc-
es, fair and other events).

Changes in R&D conducive to
innovation in the sawmilling
industry in Poland

The global crisis revealed the weaknesses
of operating within the network of global
links and dependencies. In the long term
it will be necessary not only to defeat the
effects of the crisis but also to operate in
the conditions of increased competition.
All market players will have to re-define
their business models and development
strategies. It will be necessary to reduce
loses, re-link the broken supply chains, and
accelerate changes in the field of digitali-
sation and automation. Innovativeness will
gain in importance in different spheres of
operation of companies, including sawmill-
ing companies. In Poland these processes
should be supported by the reform of sci-
ence and research. The scientific policy of
the state clearly accents the importance of
linking education, research and theory with
practice (the "Constitution for Science” Act,
https://www.gov.pl/web/nauka/konstytucja
-dla-nauki-2).

As regards the wood industry and the saw-
milling industry, there are two faculties of
wood technology in Poland (in Poznan and
Warsaw) and, additionally, many other high-
er education institutions (polytechnical and
artistic) which offer attractive education
programmes useful in the wood industry.
Modern R&D units at industrial companies
have also been developing dynamically
(laboratories, constructional offices and
construction-technological offices, study
and project offices etc.). Research and in-
itiatives, from which they can benefit, are
also carried out in innovation centres or
technology transfer centres and in clusters.
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A relatively new solution is the concept of
so-called implementation doctorate (hav-
ing the financial support of the ministry of
science), which would facilitate adjusting
research to individual needs of companies
and fast implementation of the research
results into economic practice.

The establishment of the tukasiewicz
Research Network on April 1, 2019, was
an impulse to increase the commercial
offer of science directed at economy, for
the Network is to deliver attractive, com-
plete and competitive business solutions
in various fields (automatics, chemistry,
biomedicine, ICT, materials, and advanced
manufacturing). The goal of the Network
is to conduct application research and de-
velopment works important for the imple-
mentation of the economic, innovation and
science policies of Poland. The establish-
ment of the Network is to improve knowl-
edge transfer from science to economy,
create more effective cooperation between
its institutes, enhance coordination of re-
search topics, and help gather knowledge
and resources in individual thematic fields.
With its 8000 employees and 35 research
institutes (at present) located in 11 Polish
cities, the tukasiewicz Research Network
is the third largest research network in
Europe (https://lukasiewicz.gov.pl). The
Wood Technology Institute in Poznan also
became part of the Network. The Institute
creates innovative solutions directly for the
wood-based industries (www.itd.poznan.
pl) and offers research services carried
out by its Accredited Testing Laboratory as
well as certification services rendered by
its Certification Centre of Wood Industry
Products.

Authors:

Prof. dr hab. Ewa Ratajczak and

mgr Gabriela Bidzinska — tukasiewicz
Research Network — Director of
Renuables Wood Technology Institute,
Poznan, Poland

The Polish Economic Chamber of Wood
Industry, Poznan, Poland

Poznan, March 2020
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Introduction

Wood has many benefits that can help the

current climate emergency, but perhaps

mostimportant are three that can be meas-
ured by Life Cycle Assessments (LCAs);

1) Timber uses little energy in production
and so has a small carbon footprint

2) Timber stores carbon within it, which
was removed from the atmosphere as
the tree grew. This can be stored for a
long time maintaining a reduced level
of atmospheric CO,

3) Timber can be used in a way that replaces
other materials with higher carbon foot-
prints, such as steel or cement, and so
has high abatement potential (or sub-
stitution effect).

LCAs have been used to assess the impor-
tance of all of these attributes and there
are now many reports in the scientific and
popular press that show these benefits.
Unfortunately, what often makes the news
are the reports that go against the general
consensus, and which try to show forestry
or timber as having a worse environmental
impact than other industries. There will
always be bad examples of unsustainable
forestry or bad uses of timber as both in-
dustries are globally so extremely diverse,
which other industries and less rigorous
or reactionary reporting will always try to
portray as being representative of the whole
industry.

However, as the way in which we display
and use LCA results becomes more
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standardised and the results harder to
dispute, especially through Environmental
Product Declarations (EPDs) and potentially
through the ECs proposed Product
Environmental Footprints (PEF) initiative,
there is an opportunity to overrule these
anecdotes and show the genuine benefits
of wood. This article reports the recent
developments in this area, and why it is
so important for the sawn wood sector to
maintain input into their development.

Environmental assessments
require LCA Data

Thereisa greatdeal of demand for data onthe
environmental impact of products, as such
LCA based results for individual products and
systems showing environmental impacts
like carbon footprints (aka Global Warming
Potential - GWP) are becoming increasingly
popular. Architects for example are being
asked by their clients for lower and lower
impacting building and fit-out designs, and
there are now many national initiatives that
will require the environmental impact of
construction works to be assessed. Much
of this work will be performed through
computer driven design tools, such as
Computer Aided Design (CAD) programs,
where data on environmental impacts can
sitalongside structural data. These Building
Information Modelling (BIM) systems are
very much where the use of timber can
shine, but only if the data used allows
meaningful calculations. For example, if the
data does not report how much biogenic
carbon is stored in a wood-based product
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then no further calculations regarding its
benefit can be made. So, what is being
displayed and what is being proposed?

Product specific data from LCAs
The term Life Cycle Assessment can apply
to a great variety of studies and can be
performed in a way that encompasses any
qguestion regarding environmental perfor-
mance the author may want to look at. This
can be done with relatively little restriction of
what is reported as long as it can convince
a peer reviewer that it has been conducted
fairly and adheres to the relatively open set
of ISO standards (ISO14040+). It might be a
national level assessment on the abatement
potential of timber in construction or the
effect of replacing steel framing with wood
for example.

When it comes to the presentation of the
impact of one product in an EPD however,
the scope is very much reduced as it must
comply with various rules for it to be valid.
These Product Category Rules (PCRs) are
developed under a programme with a great
deal of industrial and technical support. The
result is that the EPD from one company
can be compared with the EPD from
another, or the results from many EPDs
can be added together to assess the impact
of a whole building.

Product Environmental

Footprint (PEF)

The PEF initiative is slightly different to EPDs
in that it was not born out of a commercial
response to the request for data, or pro-
moting what can robustly be displayed, but
a more of an idealistic approach of what
would be good if it could be displayed.
As such, some of the impact categories
presented by PEF are less reliable, though
GWP is one of the few categories that are
agreed upon as important.

In 2019 an EC mandate effectively forced
the existing standard for construction EPDs
(EN 15804 Al) to be updated in order to
harmonise with PEF, even though it is still
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not completed. Of the 20 impact categories
originally displayed in established construc-
tion EPDs only 4 of them matched those
proposed in PEF. The result was that many
new additional impact categories, such as
water scarcity and ionizing radiation, were
added to the revised version (EN 15804 A2).
Many of these new indicators carry a dis-
claimer stating “The results of this environ-
mental impact indicator shall be used with
care as the uncertainties on these results
are high or as there is limited experienced
with the indicator”.

While PEF is still being developed there is
a danger that further impact categories
may be added. One being discussed re-
gards biodiversity, which is not possible to
perform without bias. This is because it is
impossible to quantify the actual number
of all living things that may be affected by
the production of the product, and so a
great deal of assumptions mush be made,
which inevitably introduces bias toward
fossil materials.

One seemingly good outcome is that the
quantity of stored biogenic carbon is now
clearly displayed in PEF and now the very
latest construction EPDs, as the GWP (Global
Warming potential) is now splitinto GWP,;
GWP and GWP,
as well as a total. This means that it is now
easy to see the quantity of the stored carbon
in timber, whereas before it was up to the

biogenic and use and land use change

EPD producers’ discretion if it was included
in the single GWP indicator displayed.

Simplifying PEF results

The real danger with PEF is that the re-
sults are intended to be further “simplified”,
though it actually requires the methodology
to be somewhat more complex to enable
this. This is because PEF is being devel-
oped with the intention of applying it to all
products from food to footwear as well as
construction and there is an assumption
that consumers do not want to see results
from each impact category. This means that
instead of a PEF showing, for example, one

PEF

IS a multi-criteria
measure of the
environmental
performance

of a product

or service
throughout its
life cycle.

© JRC



result for its carbon footprint and a separate
one for ozone depletion potential, PEF will
display a single score (or ecopoint).

The intention of this single score is that the
product can be benchmarked against other
products that perform the same function.
From this, a best-in-class can be shown or
they could be graded, much like electrical
goods' A-E system. Whilst this may provide a
simple label for the consumer, itis extremely
difficult to assess fairly in practice. It also
does not provide a full picture of why it
was graded in this way, and any product
with a slightly different intended use to the
standard product, or with multi functionality,
may not be graded in a favourable light.

To create this single score the results from
each life cycle stage first needs to be totalled
into one result. This in itself is concerning
for timber as the method proposed for this
assumes that all CO, stored is returned to
the atmosphere at some point in the future,
even if it is likely to be reused or recycled.
As such the quantity of stored carbon Is
not reported.

The results then need to be "normalised” so
that the units used for each impact category,
kgCO,e and MJ etc, can be presented as
one unit. This requires taking a benchmark
entity (the impact of the average European
citizen for example) and then multiplying
the results accordingly. The next stage
involves "Weighting” the results, which
involves multiplying them by an agreed
value based on their perceived importance.
Current proposals would multiply GWP,_;,
by approx. 25% of the weighting and less to
other impact categories. Though currently
GWP is given the factor of zero i.e. it
will not be included.

biogenic

Another concerning pointis that the weight-
ing applied to the impact factors mentioned
previously that require a disclaimer in EPDs,
as they are not considered reliable, actual-
ly receive total more total weighting than

GWP.;. Given the enormity of the climate

change emergency, to remove a simple
result from the view of the consumer and
then over-rule it by other untried indicators
seems somewhatirresponsible, hence why
itis so important for the timber industry to
push for EPDs over PEF unless it can be
made more transparent.

There is an opportunity for PEF to be a
useful tool if the results are presented by
lifecycle stage and not aggregated into a
single score. This could support many of
the whole building assessment initiatives.
One such initiative is Level(s) which was also
proposed by the EC, but like PEF, it was also
found to be too complex during a testing
phase. Itis hoped that it can also be simpli-
fied for the user and by maintaining focus
on Climate Change related issues, such as
material choice and building efficiency.

Measuring the benefit

of stored carbon

EPDs can clearly show that wood has a
low carbon footprint when compared to
other materials. This information can be
also used to show lower impacts for whole
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In addition,
a calculation
function cou
be added

to AutoCAD

programmes
to show this
carbon storage
benefit to
architects and
designers and
their clients.
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construction projects. However they do not
report the effect time has on storing carbon
nor do they show that storing carbon for
longer increases this benefit. This is because
there is currently no consensus on how to
quantify the benefit of stored carbon.

An example of this beneficial effect can be
considered on a national level by consid-
ering an option to mitigate climate change
by planting more trees. This would appear
to be an effective option because as the
trees grow they will adsorb CO,. However,
when they are mature in some 40 years, this
adsorption will in effect stop. Some have
argued, to leave the new plantations as wild
spaces, but this is rather limited in mitigating
climate change. Only a certain quantity of
carbon can be stored for all the land used.

If we consider removing the mature trees
for timber in longer term uses, such as con-
struction or furniture and many other uses,
then a large quantity of the CO, can be
prevented from returning to the atmosphere
while another forest can be grown and thus
more carbon is stored. There comes a point
where it becomes difficult to store more
carbon as the older material comes to the
end of its use and the carbon is potentially
lost (e.g. if burned) however this may take
a very long time (equivalent to many forest
planting/growing rotations) depending on
reuse/recycling rates.

As a simplified example of this, if all the
carbon from the first rotation is still stored
in timber products after a further three
rotations then approximately three times
the amount of carbon will be stored than
leaving the trees to mature. The effect of this
is seldom quantified in national inventories
of carbon nor at a product level which
perhaps it should be in order to incentivise
extending a product life cycle.

At a product level it is quite complicated
to apply an equation to the benefit of
extending the time that carbon is stored
especially if we assume it will be released
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eventually. If we study the effect of CO,
being released directly from the chemical
reactions needed in the production of
cement, and the potential for some of this
to be recovered through re-carbonation
we can consider the opposite situation to
carbon storage. During the life span of the
cement and the time that the CO, is in the
atmosphere, it contributes to climate change
and by assuming some of this is recovered
we miss the effect of this damage caused.

There are a number of methods in the sci-
entific press that already provide formulas
to assess the benefit of carbon storage and
thus provide a figure relative to the GWP
already presented on EPDs. Examples to
show the effect of storing the carbon could
be added to EPDs (there are currently no
rulings to prevent this). In addition, a calcu-
lation function could be added to AutoCAD
programmes to show this carbon storage
benefit to architects and designers and
their clients. However, the timber industry
must agree on, and perhaps standardise, a
method to do this.

Conclusion

Sawn wood is a vastly important material
capable of providing many solutions in the
fight against climate change. LCA based
declarations can show these benefits, but
we must ensure these benefits are displayed
and communicated effectively if we are to
quash spurious claims from other industries
and bad press.

Writer information.
Dr. Andrew Norton, Director of Renuables
Ltd and Technical Advisor to CEl Bois

For more information:
www.renuables.co.uk

EOS expresses gratitude to Dr. Norton for
his precious contribution to the EOS Annual
Report 2019/2020.
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The Bark Beetle

outbreak

5.1 INTRODUCTION

Scientists agree that climate change is largely caused by
increasing emissions of greenhouse gases, especially
carbon dioxide. This has an impact on forests, making
them more vulnerable and at greater risk from invasive
species and natural disturbances such as disease, fire
and insect infestations. In the first 10 to 20 years after
disturbance, forests often can be carbon sources be-
cause decomposition of residues and dead organic
matter releases more carbon than is taken up through
photosynthesis. With time, growth rates increase, decay
of residues decreases, and maturing forests become net
carbon sinks. As forests grow older their growth potential
and associated carbon uptake decreases.

Forest disturbances such as pests and wildfire can lead
to the destruction of entire forest stands having — at
the same time — significant impacts on the productive
capacity of forestry sectors. The risk is that many forest
owners, who have neither the capital nor the time or
know-how for the changes caused by climate change,
are not going to continue cultivating and manage their
forests. Consequently, the negative effects will manifest

as: decrease in traffic safety, no maintenance of roads
and paths, deterioration of entire groups of trees, etc.

In the light of the climate change impact on the
European forests, the European Sawmill Industry em-
phasises the need of a multi-stakeholder approach and a
Europe-wide effort to tackle this problem. Holistic mar-
ket-oriented solutions should be elaborated on the basis
of environmental science-based arguments. We need
solutions in order to make European forests resilient
to climate change disturbances and able to secure the
provision of sustainable timber for the European wood
processing industries. While in the short-term there will
be an abundance of raw materials in the market, it would
not be reckless to assume that in medium-term the
sawmill industry will face a shortage of fresh and good
quality raw materials.

Main challenges for the
EU sawmill companies:

e Preparing for slightly declining
volumes and prices globally

e Adjustment of purchasing strategy
to a continuously changing raw
materials situation

e Securing ability to compete

internationally
e Transition of changing conditions
into strategic company development
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A third consecutive year of bark beetle infestation is
expected to ravage the European forests, in particular
spruce trees. The warm winter of 2019-2020 and spring
drought across parts of Central-Western Europe have
aggravated the situation, and the coronavirus pandemic
has limited interventions in the forests, and has also
blocked domestic and export markets.

Overall, between 2017 and 2019, it has been estimated
that over 270 million m3 of standing timber in Central
Europe has been damaged by a combination of fac-
tors, primarily driven by changing climate conditions
featuring hotter, drier summers and warmer winters.
Nevertheless, data are estimation, because currently
Europe doesn't have any system for collecting data on
forest disturbances.

Bark beetle infestation: what is
happening in europe. (Data refer to june
2020 — sources, Timberonline and Fordaq)

In April 2019, the European Forest Institute has published
a report titled "Living with bark beetles: impacts, outlook
and management options”.

This report was prepared in response to the alarming
increase in impacts of bark beetle outbreaks in Europe’s
conifer forests. It aims to inform policies on how to
adequately respond to an expected intensification of
bark beetle disturbances, as well as to the social and
political conflicts caused by some recent outbreaks and
the efforts to manage them.

According to the report, bark beetle disturbances are
projected to increase all across temperate Europe in
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the future. The strongest relative short-term increase
is expected in the Sub-Atlantic region of Europe, i.e.
Germany, France, Denmark, the Netherlands, Belgium
and Luxembourg. For this region, the average annual
bark beetle damage projected for 2021-2030 is almost
six times higher than what was observed from 1971-2010.

To efficiently manage bark beetle outbreaks, as the
Report underlines, it is necessary to explicitly define
management objectives, which will often require partic-
ipatory approaches that engage muiltiple stakeholders.
A clear set of management objectives that is accepted
by a broad group of stakeholders will also reduce the
probability of societal conflicts. Reaching this objective
might require implementing improved education and
communication programmes at all administrative levels,
from governments to local area managers.

Based on the course of previous calamities, published
forecasts and numerous expert discussions, Holzkurier's
editorial team assumes that the peak is reached in 2019-
2021. Even if one supposes that the calamity is slowly
subsiding, another 500 million m® of damaged wood
would accumulate in the coming five years, and thus
a volume of nearly 750 million m?* over a period of ten
years. This information is nevertheless not supported
by the FEA Study that instead predicts that the peak
has not been reached yet. (If the peak will be reached/
is reached depends on the forests surface that is taken
into consideration.)

France

In the Vosges forests of France, the alert came early, in a
press release dated April 16 from the Vosges Chamber of
Agriculture: “We have already mentioned sporadic bark
beetles signs of infestation in March, but the cold week
of April 1 tempered the expansion. In the early hours of
Monday April 6, the winter spruce trees had not yet been
attacked. But a week later, in Easter Monday, the first
attacks could be observed. The bark beetles will attack
first the weakened trees. They will colonize these trees,
reproduce and lay eggs there which will become larvae
and then insects within 8 weeks ”.

Belgium

Alert in Wallonia: "A new infestation with bark bee-
tles, insects which attack and weaken spruces, has
been noted recently, and there are risks of a further
increase in the number of beetles, which had al-
ready destroyed a million cubic meters these last
two years in Wallonia. It is estimated that the volume
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of beetle spruces (public and private) amounted
to 390,000 m? in 2018 and 600,000 m? last year".

Dach Countries

Since mid-April, bark beetles have also been spotted
in large parts of Germany, Austria and Switzerland. In
addition to infestation of fresh storm wood that is still in
the forest, standing timber infestation is also reported in
many places. With the mild winter followed by an exces-
sively dry spring, which further weakens the spruce, the
bark beetles spread met the best conditions. While efforts
are focused on cleaning up the damage from the Sabine
storm and thus reducing the outbreaks of bark beetles
while controlling the fire risk, it is almost impossible to
sell the damaged wood.

Switzerland

In Switzerland, the bark beetle is already present in
the entire north side of the Alps and occasionally in
the rest of the country. In addition, a lot of storms and
other damaged wood had to remain in the forest. In
2019, the Nordic spruce bark beetle (Ips duplicatus)
from Scandinavia and Russia was first discovered in
Switzerland. Experts predict that it will spread all over
Switzerland. No special countermeasures are possible,
since the usual way of combating bark beetle also affects
the new species. Only the cutting of infected spruce
trees in winter can stop the spread of the bark beetle.

Austria

Lower Austria, Upper Austria and part of Styria record
favourable temperatures for bark beetles, some of which
were already visible in January.

Germany
Similar things happen in Germany. In warmer locations

up to 800 m above sea level, infestation in Bavaria began
in mid-April. In Middle and Lower Franconia as well as in
Lower Bavaria, traps were occasionally above the warning
threshold for infestation of 3000 bark beetles / trap / week.

In Thuringia, the infestation was visible at Easter and a
third generation of beetles is expected, despite the fact
that it has been possible to largely destroy the larvae
refuges. Among other things, ThuringiaForst hired almost
100 additional forest protection helpers and coordinators
last year.

In Hesse, HessenForst expects the number of bark bee-
tles to increase again this year. All forces are therefore
focused on the removal of damaged wood. The top
priority is to save the intact forest stands in East and
South Hesse.

The bark beetle density in Saxony is enormous. The
bark beetle season also started in Saxony in mid-April,
as the Ministry of Forestry informed. This is shown by
the current catch results of the nationwide bark beetle
monitoring. More than 80% of the traps have higher catch
numbers than in the record year 2019 at the same time.
If the first wave of bark beetle infestation has already
been completed and new trees are already infected,
this is particularly important for the mountainous areas.
Forestry workers at the state-owned enterprise
Sachsenforst are currently prioritizing rapid detection
of infected trees, swift removal of damaged wood and
timely debarking of felled spruces.
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Other Regions:

® |n Brandenburg, however, the first forest fires of the
year have so far been more worrying than the insects
that are already active. Either way, the drought is
presentand expected to favour the bark beetle spread.

® |n Mecklenburg-Vorpommern, the first infestation
signs were visible on April 15. The very high tempera-
tures create a very favourable ground for new attacks.

® |n Rhineland-Palatinate, and in Saarland, the infestation
started on April 16 and should continue, while the
export of logs to China has stopped.

® North Rhine-Westphalia: The bark beetles are every-
where except in the extreme south.

® | ower Saxony: for the time being, rain and low tem-
peratures are delaying the infestation.

Schleswig-Holstein: low temperatures, few bark beetles,
but this could change quickly, so the forests of the north
are placed under close surveillance.

Finally, as legislative proposal to tackle the bark beetle
problem, the German Federal Government is expected to
will provide € 700 million to deal with the damage in the
German forest after two years of drought. The aid will also
be used for “investments in modern operating machines
and equipment” and on “promoting a modern timber indus-
try including the greater use of wood as a building material”.

In addition to the specific points on the topic of wood,
the industry will also benefit from the reduction in VAT
and the CO, building renovation program.

5.2 WORKSHOP ON PRO-ACTIVE MANAGEMENT OF FORESTS
TO COMBAT CLIMATE CHANGE DRIVEN RISKS,
3-4 SEPTEMBER 2019, ISTANBUL

The Turkish General Directorate of Forestry hosted the
workshop Pro-active Management of Forests to Combat
Climate Change Driven Risks: Policies and measures
for increasing forest resilience and climate change ad-
aptation, on September 3-4, 2019 in Istanbul in the
framework of the FOREST EUROPE Work Programme
2016-2020.

The workshop aimed at opening the discussion on a
broader framework for climate change adaptation and
pro-active disturbance risk management based on solid
scientific evidence combined with expert-knowledge
that should be endorsed at the policy level in order to
promote its application at the operational level.

EOS took part the workshop as participant and panellist.

The key information raised during the two days meetings

are summarised below:

® Recent observations prove that extreme climatic
events and associated disturbances are affecting for-
ests across different bioclimatic regions in Europe.
Rising atmospheric CO, concentration, higher tem-
peratures, changes in precipitation, flooding, duration
and frequency of drought periods have significant
impacts on forests. These climatic changes will also
consequently influence and cause biotic (frequency
and consequences of pests and diseases outbreaks)
and abiotic disturbances (changes in fire occurrence,
changes in wind storm frequency and intensity) with
strong implications within forests ecosystems.
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® Fvidence based climate change adaptation and
pro-active disturbance risk management should be
supported by wider forest monitoring efforts than are
currently available.

— To inform climate change adaptation practice,
improved access and interpretation of climatic
and site water balance observations (e.g. soil
water deficits as early warning signal) would be
desirable.

— With the exploration and testing of adaptive forest
management practices such as assisted migration
new monitoring needs arise to gather and review
empirical evidence of the effectiveness of climate
change adaptation measures.

® fo plan and target pro-active risk management it is
important to expand the scope of monitoring also
to inform on preparedness and prevention as well as
the recovery phase after the immediate disturbance
impact. Defining purpose and setting strategic objec-
tives for each stage of the disaster risk management
cycle should be the starting point for determining
monitoring procedures for each situation to steer
efforts towards an optimal

® Outcome.

— New technologies should be adopted for monitor-
iNng, mapping, risk assessment, and informing de-
cisions, e.g. on prioritizing areas, where to allocate
resources. Specific tools, datasets and methods can
be chosen from the diversity of what is available on
the market, depending on the level of detail needed



and diverse requirements to inform general public,
the government, or private sector.
® |nsect population dynamics and associated damages
are currently monitored to different degree by regional
and national institutions, but not systematically com-
piled at international level.

— The scale and speed of recent outbreaks calls for
enhanced coordination of national monitoring
activities. Responsible entities and platforms
should be identified. It would be desirable to make
international compilations frequently available,
e.g. through the discussed European forest risk
facility. Regular compilations would be valuable
to inform trans-national pro-active disturbance risk
management.

® Detection and recognition of new threats is of increas-
ing importance and monitoring the risk of invasive
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species and pests should be continued, and appropriate
preventive measures should be applied.

Copy of the report is available at the following link:
https://foresteurope.org/wp-content/uploads/2016/08/
WS _report_CC_Adaptation.pdf

5.3 STUDY ON A REAL TIME EUROPEAN FOREST

MONITORING SYSTEM

Following the recommendations of the EOS Task force
on “Forestry and Raw material” held on 27 November
2017 and following the EOS Board Members decision,
EOS established a task force of scientists in order to
assess what is currently available in terms of data/
knowledge in the forest as regards general provision of
raw materials, including damaged roundwood forecast;
approach should be all-encompassing and neutral.

At the beginning of June, the final Study on a REAL TIME
EUROPEAN FOREST MONITORING SYSTEM elaborat-
ed by three researchers from authoritative institutes,
Dr Andreas Kleinschmit from FCBA forét, bois, construction
et ameublement, Prof Raffaele Cavalli, from the Universita
di Padova, and Dr Silvio Schueler, from the Austrian Federal
Research and Training Centre for Forests, Natural Hazards
and Landscape, was delivered to the EOS Members.

Since the very beginning of the elaboration of this project,
the competent services of the European Commission
have been in close contact with the three researchers
and the EOS Secretariat. Additionally stakeholders were
consulted and a workshop was organised on the 20
February, in Brussels. Moreover a web meeting was or-
ganised on 28 May with the Cabinet of the Commissioner
Wojciechowski.

On 16 June another web joint meeting was hosted
with DG ENVI, DG CLIMA, DG AGRI, DG JRC and the

European Environmental Agency, while on 8 July, EOS
gave a presentation of the Study on occasion of the EU
Expert Group on Forest-based Industries and Sectorally
related issue.

As first positive result of an intense advocacy action,
the EU Commission has announced (in the recently
published 2030 biodiversity Strategy”) that will work
with other data providers to further develop the Forest
Information System for Europe. (Please see the EOS
press release at the end of this paragraph). Additionally,
as important achievement, also the ITRE Report
“The European Forestry Strategy: The way forward”
(European Parliament) states that the EU Parliament
‘calls on the European Union to create a monitoring
network for European forests to collect information
at local level (reforestation, temperatures, parasitic
diseases, natural disasters) linked to Copernicus earth
observation programmes, which can produce reliable
forecasts in real time to improve sustainable forest
management.”

The REAL-TIME EUROPEAN FOREST MONITORING
SYSTEM aims at providing accurate information to the
wood processing industries and allow them to remain
competitive and assure best performance in the context
of a circular and sustainable Green Economy. At the same
time, this tool is expected to be beneficial to guarantee
healthy and resilient ecosystems.
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Executive Summary of the Study
on a Real-Time European Forest
Monitoring System RT-EFMS

The authors of this study analysed the current events
across Europe, which had measurable huge, mostly
negative impacts on forests and the forest-based sector.
Based upon the understanding, it was discussed and
analysed how facilitate the creation of capacities within
Europe to tackle these issues and how to accompany the
paradigm shift needed to restore and increase resilience
in the forests.

The European forest ecosystems, representing around
42% of European surface, are facing various impacts
by climate change effects, leading to unpredictable
outcomes and uncertainties for the society at large and
in peculiar for forest-based industries, a green booster
for the circular bio-economy. Climate change challenges
and impacts are global and cross-border issues. Eco-
systems, specifically forests are not limited by geo-
political borders, creating extra burden and difficulties
to develop best solutions by combining and connecting
expertise, competences and building knowledge-based
capacities. Due to a multitude of negative events in
the very recent years throughout Europe that caused
huge calamities in forest ecosystems (droughts, storms,
insects, nematodes, fungi, snow and ice, fires, floods ..)
EOS set-up a small team of experts to work on ideas on
how to best tackle the situation and on how to prepare
for the future.

It has to be stated that good knowledge, expertise and
even long-lasting experience are at hand across all parts
of the European forest and forest-based sectors. There
are also many networks of specialists who focus on
specific aspects in forest research or inventories. But
none of the existing tools, instruments, models, networks
is sufficient enough to address the overall complex
framework and to provide information and expertise
for today’s and future adaptation to climate change and
for reinforcing resilience in the ecosystems as well as in
the depending value chains. The forestry-wood chain is
threatened by the current developments.

The frequencies and the dimension of impacts require
concise actions, huge capacities and competences to be
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mobilised in a very short manner. Adaptation strategies
as well as urgent actions to manage incidents lack good
data and real life-time actual information. Therefore is has
turned out to be essential to focus on the development
of such a monitoring system that will be based upon a
vibrant expert network, connecting local forest informa-
tion to a European network information system that shall
be coordinated by an expert team, which will digest and
analyse the date to provide actualised knowledge and
information back to users to support their specific needs.
Essential tools like the Forest Information System for
Europe - FISE, developed by the European Environment
Agency (EEA) as well as the Copernicus system and many
other existing inventories, models, decision support
systems etc., could be further fine-tuned by feeding-in
regularly actualised data on forest ecosystems. An inde-
pendent expert group could provide forecast information
taking various scenarios of development into considera-
tion for accompanying the adaptation and management
strategies. Such a Real-Time European Forest Monitoring
System (RT-EFMS) can only function if coordinated within
a vibrant expert network with focal points for data col-
lection and providing expertise.

A strong forest-based sector, with healthy resilient forest
ecosystems and sustainable value chains connected
will avoid a distressed circular bio-economy that will be
essential for a sound, integrative and sustainable society.

To order a copy of the Study, please contact the EOS
Secretariat: info@eos-oes.eu
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ATION PRESS RELEASE, 20 MAY 2020

A tool like a “REAL-TIME EUROPEAN FOREST MONITORING SYSTEM" represents the
essential element to develop a European Forestry Strategy. This instrument will allow
the wood processing industries to remain competitive and assure best performance in
the context of a circular and sustainable Green Economy. At the same time, this tool will
be beneficial to guarantee healthy and resilient ecosystems. Climatic factors, abiotic
and biotic disturbances have a direct impact on forests, on the functioning of forest
ecosystems and consequently on the wood value chain.

The European Organisation of the Sawmill Industry welcomes the call to develop a Forest Information
System for Europe published today in the framework of the 2030 Biodiversity Strategy in which the EU
Commission has announced that “a new EU forest data and information architecture will be presented in
the upcoming EU Forest Strategy”.

Throughout the last decade European forests experienced a series of abiotic and biotic disturbances
which left unprecedented damage. Major abiotic disturbances include various storms, occurring in
Poland, Western Europe (particularly in Germany) and in the southern Alpine regions in which besides the
damage to forests, the storm and flooding event caused major harm to society and infrastructure. Also,
forest fires established new records in the past years and affected forest ecosystems in Mediterranean
(Portugal, Greece), the Pyrenees, the Alpine region and since 2018 also the boreal North. Not only do
fires destroy timber resources but also vulnerable forests of the Natura 2000 network.

Overall, between 2017 and 2019, it has been estimated that over 270 million m® of
standing timber in Central Europe has been damaged by a combination of factors,
primarily driven by changing climate conditions featuring hotter, drier summers and
warmer winters. (Source: Forest Economic Advisors Report “Central Europe Beetle & Windstorm
Timber Distaster: Outlook to 2030”.)

The ongoing bark beetle crisis and the abiotic disturbances strongly challenge the long-term availability of
timber resources and stable market conditions especially as data on forest resources are mainly available
at national level, while bioeconomy actors operate at European and global level. At present, single
players (forests companies as well as timber industries) only have limited national data sources to gauge
the extent of the damage, while both weather-related disturbances and bark beetles infestations are
spanning throughout several countries. Also, timber markets at EU level are fully integrated. Furthermore,
wood harvest and damage statistics differ among countries and partly even among regions, making data
comparability very challenging.

The European Sawmill Industry chiefly relies on EU wooden materials (almost no logs are imported). This
value chain is thus based on security of supply and produces carbon-neutral products. Representing
more than 80% of the forests owners’ incomes, the European Sawmill Industries play an important role in
the development of sustainable forest management and in the forestry value chain.

Wood products create an opportunity to provide long-term carbon storage benefits by
storing carbon and by substituting more energy-intensive materials. They offer a reliable
and effective way to develop a sustainable and environmentally friendly Europe.
Mapping and forecasting disturbances in forests is therefore essentials to both well-
informed management plans and to a competitive European wood processing Industry.

For more information visit our website www.e0s-0es.eu
or contact the EOS Secretariat at: info@eos-oes.eu

EUROPEAN ORGANISATION OF THE SAWMILL INDUSTRY AISBL
Rue Montoyer 24/box 20 BE-1000 Brussels
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5.4 TEMPORARY OBLIGATION FOR THE AUSTRIAN SAWMILL
TO BUY DAMAGED WOOD IN SURROUNDING AREAS

Last June 2020, due to the bark beetle outbreak, the
Austrian legislator proposed to amend the Austrian
Forest Act including a temporary obligation for the
Austrian Sawmill to buy damaged wood in surrounding
areas. This amendment to the Austrian Forest Act did
not contain any specifications regarding the terms of
delivery (delivery periods, quality, quantity, price, etc.)
under which the purchase obligation exists; thus, forest
owners might dictate the terms of delivery at their
discretion.

Although the economic and environmental implications
caused by forest disturbances (such as bark beetles)
cannot be disregarded, this proposal appeared to be a
breach of the European internal market law and didn’t
contain any elements that might imply a derogation of
the European internal market rules (indeed derogations
are possible if the internal market restrictions are not
going to be used for economic gain or to protect the
national internal market. At a first glance the Austrian law
proposal does not seem justified.).

Please find reported below copy of the Austrian law
change proposal:
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“If in times of a threatening mass propagation of forest
pests the sustainable forest management of a certain
region is endangered, the Federal Minister for Agriculture,
Regions and Tourism may by decree provide for more
detailed orders on the obligation of wood-processing
enterprises (WPE) to purchase damaged wood from
this region for a limited period of time during the time
of such endangerment. A region is to be defined as an
area within the perimeter of the specific WPE, which may
also include areas of neighbouring countries depending
on the location of the endangered forest areas.”

Representatives of the European Forestry Value chain
acknowledged the Austrian legislator decision to amend
the current Austrian Forest Act stressing that this pro-
vision could potentially create a market distortion and
hamper the realisation of a fully integrated Single Market.

In a joint statement (here reported) the Representatives
of the European Forestry Value chain recalled that the
compliance with the Single Market rules is a key driver
of growth and the main engine for economic recovery.
In these challenging times a well-functioning Internal
Market is more important than ever.
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JOINT STATEMENT: CALL FOR COMPLIANCE WITH THE SINGLE MARKET RULES

Representatives of the European Forestry Value chain acknowledge the Austrian legislator decision to
amend the current Austrian Forest Act introducing the following provision: “If in times of a threatening
mass propagation of forest pests the sustainable forest management of a certain region is endangered,
the Federal Minister for Agriculture, Regions and Tourism may by decree provide for more detailed
orders on the obligation of wood-processing enterprises (WPEs) to purchase damaged wood from this
region for a limited period of time during the time of such endangerment. A region is to be defined as
an area within the perimeter of the specific WPE, which may also include areas of neighbouring
countries depending on the location of the endangered forest areas.”

This provision, if adopted and implemented, may represent a breach of the European Internal
market rules, in particular Article 34,35 TFEU, thus potentially creating a market distortion and
hampering the realisation of a fully integrated Single Market.

Compliance with the Single Market rules is a key driver of growth and the main engine for economic
recovery. In these challenging times a well-functioning Internal Market is more important than ever.

A third consecutive year of bark beetle infestation is expected to ravage the European forests, in
particular spruce trees. The warm winter of 2019-2020 and spring drought across parts of Central-
Western Europe have aggravated the previous year’s situation, and the coronavirus pandemic has
limited interventions in the management of forests, temporarily blocking domestic and export
markets. Climatic factors, abiotic and biotic disturbances, have a direct impact on forests, on the
functioning of forest ecosystems and consequently on the European wood value chain. These
industries depend on different wood resources, qualities (such as dryness and moistures) and
conditions.

Representatives of the European Forestry Value chain are willing to engage both at European and at
national level to identify the most suitable solutions that will be beneficial for the entire forest industry
value chain and provide credible support to forest owners, for instance by financially supporting them
in replanting the damaged forest area.

SIGNATORIES:

Jérome Roche, Secretary General, CEETTAR: European Organisation of Agricultural, Rural and
Forestry Contractors.

Patrizio Antonicoli, Secretary General, CEI-Bois: European Confederation of Woodworking Industries
Jori Ringman, Director General, CEPI: Confederation of European Paper Industries

Gabriella Kemendi, Secretary General, EFIC: European Furniture Industries Confederation

Silvia Melegari, Secretary General, EOS: European Organisation of the Sawmill Industry

Thomas Goebel, General Secretary, ETTF: European Timber Trade Federation

Isabelle Brose, Managing Director, FEP: European Federation of the Parquet Industry
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5.5 EU PARLIAMENT — QUESTIONS FOR WRITTEN ANSWER TO THE

EU COMMISSION ABOUT THE BARK BEETLE PROBLEM

At the beginning of 2020, three Members of the EU
Parliament (MEP) presented questions for written
answer to the EU Commission related to the bark
beetles and the effects on our Industry.

The text of the questions for written answer to the
EU Commission is reported below.

Question for written answer E-002848-19 to the Commission by MEP Ulrike Muller (Renew)
on compatibility with EU competition law of mandatory use of bark-beetle-infested timber

for public-works projects

The severe drought in summer 2018 put many forests
in a number of regions in Europe, including southern
Germany, under enormous stress. Furthermore, pest
infestation has greatly increased as a result of storm
damage. In particular the bark beetle is causing consid-
erable economic harm in coniferous forests, with timber
prices falling sharply.

1. In the Commission'’s estimation, can the Member
States affected instruct their authorities to use timber
from bark-beetle-infested trees for public-works
projects?

2. Would that be compatible with EU competition law?

Answer given by Ms Vestager on behalf of the European Commission

The Commission is aware of the outbreaks of bark beetle
in many areas of the EU.

Any instruction from a Member State to its public au-
thorities to use bark-beetle-infested timber, would need
to be compatible with EU public procurement rules.
The relevant directives apply above certain thresholds *.

They require that the procurement is based on the
principles of equal treatment, non-discrimination, mu-
tual recognition, proportionality and transparency 2. In
addition, Internal Market rules remain in full application.
Public authorities should take these, including the har-
monised standards for timber products, duly into ac-
count when drafting their procurement documentation.

EU competition rules apply in principle and in the vast
majority of cases to the behaviour of private undertak-
ings, not to measures adopted by Member States.

The exception to this is Article 106 of the Treaty on
the Functioning of the European Union, which allows
the application of the EU competition rules to public
undertakings and undertakings to which Member States
grant special or exclusive rights. It would need to be
established whether the Member State's instruction is
directed at such a public undertaking.

Furthermore, determining whether such a situation
would be compatible with EU competition rules, would
require a detailed analysis of the relevant markets, in-
cluding the position of all significant undertakings on
those markets, as well as an assessment of the effects
of any envisaged measure on those markets and the
undertakings active on those markets.

1. https://ec.europa.eu/growth/single-market/public-procurement/rules-implementation/thresholds_en
2. See Recital 1 of Directive 2014/24 https://eur-lex.europa.eu/legal content/EN/TXT/HTML/?uri=CELEX:32014L0024&qid=1571748870184&from=EN
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Question for written answer to the Commission E-000048/2020 by Peter Lundgren on

“Public buildings made out of wood”

In response to natural disturbances that lead to a large
quantity of calamity-affected wood on the market, we
need to come up with an EU-level mechanism so as
to ensure that a share of public buildings is built with
CO,-neutral materials, including wood. The market share
of these CO,-neutral materials should be designed as a
minimum threshold with no upper ceiling. The Member

States should be free to set their own thresholds.

e What view does the Commission take regarding a
shared EU strategy in order to ensure that public build-
ings are built out of wood?

e What view does it take regarding a minimum threshold
of buildings built out of wood?

Answer given by Ms Vestager on behalf of the European Commission

1. The EU legal framework for the marketing of construc-
tion products is based on the principle of technological
neutrality, which is applicable also to building materials.
The European Green Deal * announces a number of key
actions and policies that will steer consumers and busi-
nesses towards more sustainable solutions, including
in the construction sector. For instance, policy reforms
such as the revision of the Emissions Trading System and
Member State targets to reduce emissions in sectors
outside the Emissions Trading System will help to en-
sure effective carbon pricing throughout the economy,
facilitating an increase in sustainable public and private
investment. The Green Deal also announces a new cir-
cular economy action plan, which will focus in particular

on resource-intensive sectors such as construction.
Lastly, the Commission will review the Construction
Products Regulation 2, which should ensure that the
design of new and renovated buildings at all stages is
in line with the needs of circular economy. Whilst all
these policies abide by the principle of technological
neutrality, they could lead in the future to an increase
of wood-based materials to be used in buildings, both
public and private ones.

2. For the reasons mentioned above, and since regu-
lating construction works belongs to the competence
of Member States, the Commission cannot set such a
minimum threshold of building built out of wood.

1. Communication from the Commission to the European Parliament, the European Council, the Council, the European Economic and Social Committee
and the Committee of Regions of 11 December 2019, The European Green Deal.
2.Regulation (EU) No 305/2011 laying down harmonised conditions for the marketing of construction products repealing Council Directive 89/106/EEC.

123



THE BARK BEETLE OUTBREAK

Question for written answer E-000046/2020 to the Commission

by MEP Peter Lundgren on bark beetles

When national capacities to respond to forest fires are
surpassed, European countries often show solidarity by
sending assistance in the form of water bombing planes,
helicopters, firefighting equipment and personnel. The
Emergency Response Coordination Centre (ERCC) is
the Commission’s emergency response hub. When
an affected country activates the Civil Protection
Mechanism, the ERCC coordinates assistance at EU
level and ensures that help provided is efficient and
effective. In this way, the Commission facilitates and
co-finances assistance delivered to the affected area.
A similar approach would be effective against bark
beetle attacks.

First, we need a monitoring service that provides
information about bark beetle attacks as soon as they
occur. Second, we need to create an emergency response
hub at EU level that allows bordering countries to step
in and help clear damaged wood from affected forests
following outbreaks in Member States. This method
helps to contain bark beetle attacks. In order to properly
respond to emergencies, unbureaucratic procedures are
required to allow for rapid EU-level response.

What view does the Commission take regarding a
possible EU-wide coordinated effort to fight the problem
of bark beetle attacks?

Answer given by Ms Kyriakides on behalf of the European Commission

Bark beetles are a big group of insects, many of them
native in the EU. For pests not qualifying as Union
quarantine pests (European Scolytidae), there is no
legal basis for EU control plans.

The European Agricultural Fund for Rural Development
provides Member States with support for the restoration
of damage to forests caused, inter alia, by pest outbreaks.
Support is also provided for preventive actions against
pests and diseases, where the risk of a disaster is
supported by scientific evidence and recognised by
public authorities. Furthermore, support may be granted
for the storage of round wood cleared from damaged
forests, to prevent its further damage by fungi or insects.
Such measures need to be included in the Member
States’ rural development programmes.

Eligible operations must be compatible with the Member
State's forest protection plan. The Commission is ready

to assist if the Member State considers that a review of
the rural development programme is necessary.

Non-European Scolytidae beetles are Union quarantine
pests under Regulation (EU) 2019/2072 ! establishing
uniform conditions for the implementation of the new
Plant Health Law (Regulation (EU) 2016/203 2). The latter
imposes to Member States the obligation to survey
for potential presence of all Union quarantine pests.
Member States are under the obligation to report to the
Commission and other Member States potential findings
and take eradication measures. Emergency measures
can also be taken at EU level, including requirements for
import or internal movement of plants, plant material
or other objects, for pests not yet listed but qualifying
as Union quarantine pests.

EU co-funding can be provided in case of outbreaks
of Union quarantine pests or for general surveillance.

1. Commission Implementing Regulation (EU) 2019/2072 of 28 November 2019 establishing uniform conditions for the implementation of Regulation (EU)
2016/2031 of the European Parliament and the Council, as regards protective measures against pests of plants, and repealing Commission Regulation (EC) No
690/2008 and amending Commission Implementing Regulation (EU) 2018/2019, OJ L 319, 10.12.2019, p. 1-279.

2.Regulation (EU) 2016/2031 of the European Parliament of the Council of 26 October 2016 on protective measures against pests of plants, amending Regulations
(EVU) No 228/2013, (EU) No 652/2014 and (EU) No 1143/2014 of the European Parliament and of the Council and repealing Council Directives 69/464/EEC,
74/647/EEC, 93/85/EEC, 98/57/EC, 2000/29/EC, 2006/91/EC and 2007/33/EC, OJ L 317, 23.11.2016, p. 4-104
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Question for written answer E-004240/2019 to the Commission
by MEP Joelle Mélin on bark beetle infestation in Europe

The bark beetle, an insect that is just millimetres long,
is spreading across forests, particularly in Germany and
France. The bark beetle blocks the circulation of sap by
attacking the bark of spruce trees and boring holes into
the tree to lay its eggs, from which emerge larvae that
also attack the bark, resulting in the tree’s death in less
than four weeks.

After devastating an area equivalent to 3 300 football
pitches in the German region of Saxony, the epidemic
spread to eastern France, and now almost all of the
spruce forests in the northern half of the country have
been affected.

The timber sector estimates that 400 000 m? of spruce
trees were affected in 2018, which is the equivalent of
a year and a half's harvest. At the end of April 2019, the
French National Forestry Office estimated that 50% of
spruce trees in France were infested with bark beetles.
Under normal conditions, the figure for dead or diseased
trees is 15%.

In response to this crisis affecting the timber sector
in Europe, does the Commission intend to address
the problem and provide assistance to the countries
affected in order to limit the spread of the infestation
while facilitating a shift towards trees that are suited to
the new weather conditions?

Answer given by Mr Wojciechowski on behalf of the European Commission

The European Agricultural Fund for Rural Development
provides Member States with support for the prevention
and restoration of damage to forests from fires,
natural disasters and catastrophic events, provided
that appropriate measures are included in their rural
development programmes. In case of prevention actions
against pests and diseases, the risk of a disaster shall
be supported by scientific evidence and recognised by
public authorities. Support may also be granted for the
storage of round wood cleared from damaged forests,
to prevent its further damage by fungi or insects.

Eligible operations must be compatible with the Member
State’s forest protection plan. For the restoration of
forest potential damaged, support shall be conditional
on the Member State's formal recognition of the
state of the natural disaster and the fact that it has
caused the destruction of at least 20% of the relevant
forest potential. The Commission is ready to assist if

1. Regulation (EU) No 1407/2013, OJ L 352, 24.12.2013

the Member State considers that a review of the rural
development programme is necessary.

Itis also possible to grant State aid under the applicable
State aid rules for the prevention and restoration of
damage caused by harmful organisms. Moreover, de
minimis aid could also be envisaged ! for a maximum
amount of EUR 200,000 per undertaking over any
period of three fiscal years.

In the case of restoration of damaged forests, the
selection of tree species shall take account of the need
for resilience to climate change, to natural disasters and
biodiversity, and biotic and abiotic conditions of the
area concerned.
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Question for written answer E-001056/2020 to the Commission by MEP Peter Lundgren

Bark beetles are having an increasingly negative impact
on Europe’s forestry industry. The total volume of
damaged trees in Central Europe rose from 27.5 million
cubic metres in 2017 to 118.1 million in 2019. As a result,
trees are being felled earlier, and as a result the market
has been flooded with timber.

Does the Commission have a strategy as regards the
action that is going to be taken together with the
Member States to tackle this problem?

Answer given by Mr SinkeviCius on behalf of the European Commission

As stated by the Commission in its reply to written ques-
tion E-000046/2020, bark beetles are a big group of
insects, many of them native in the EU. Non-European
Scolytidae beetles are Union quarantine pests under
Regulation (EU) 2019/2072 ! establishing uniform con-
ditions for the implementation of the new Plant Health
Law (Regulation (EU) 2016/2031 2). The latter imposes
to Member States the obligation to survey for potential
presence of all Union quarantine pests. Member States
must report to the Commission and other Member
States potential findings and take eradication measures.
EU co-funding can be provided in case of outbreaks
of Union quarantine pests or for general surveillance.
For pests not qualifying as Union quarantine pests
(European Scolytidae), there is no legal basis for EU
control plans.

The European Agricultural Fund for Rural Development 3
can provide support to Member States for prevention of
forests damage from pest outbreaks, for the subsequent
restoration and for infrastructural investment for storing
damaged wood. To benefit from such support the

Member States need to include the relevant measures
into their Rural Development Programmes.

Any action taken by the Member States to address bark
beetle outbreaks must be compliant with applicable EU
provisions, such as the Birds “ and Habitats ° Directives,
including the conservation objectives established for
Natura 2000 sites.

The upcoming 2030 Biodiversity Strategy will include
actions on ecosystem restoration, which would
increase the resilience of European forests. In addition,
the future EU Forest Strategy will also contribute to
forest preservation and restoration in Europe, to
help to increase the resilience of forests in Europe.
Climate change affects both natural ecosystems and
pest population dynamics, increasing forests' overall
vulnerability. Enhanced forest resilience will also be
addressed in the new Climate Adaptation Strategy, with
a view to expanding efforts to climate-proof society,
economy and ecosystems.

1. Commission Implementing Regulation (EU) 2019/2072 of 28 November 2019 establishing uniform conditions for the implementation of Regulation (EU)
2016/2031 of the European Parliament and the Council, as regards protective measures against pests of plants, and repealing Commission Regulation (EC) No
690/2008 and amending Commission Implementing Regulation (EU) 2018/2019, OJ L 319, 10.12.2019, p. 1-279

2.Regulation (EU) 2016/2031 of the European Parliament of the Council of 26 October 2016 on protective measures against pests of plants, amending Regulations
(EVU) No 228/2013, (EU) No 652/2014 and (EU) No 1143/2014 of the European Parliament and of the Council and repealing Council Directives 69/464/EEC,
74/647/EEC, 93/85/EEC, 98/57/EC, 2000/29/EC, 2006/91/EC and 2007/33/EC, OJ L 317, 23.11.2016, p. 4-104

3.https://ec.europa.eu/info/food-farming-fisheries/key-policies/common-agricultural-policy/ruraldevelopment_en

4. Directive 2009/147/EC of the European Parliament and of the Council of 30 November 2009 on the conservation of wild birds, OJ L 20, 26.1.2010, p. 7-25

5.Council Directive 92/43/EEC of 21 May 1992 on the conservation of natural habitats and of wild fauna and flora, OJ L 206, 22.7.1992, p. 7-50
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EOS Advocacy

Actions

On 2 July 2019, the European Council adopted the
decision proposing Ursula von der Leyen to the European
Parliament as candidate for President of the European
Commission. The proposed candidate was elected by
the European Parliament on 16 July 2019.

On 10 September 2019, the Council, by common accord
with President-elect Ursula von der Leyen, adopted the
list of persons whom it proposes for appointment as
members of the Commission until 31 October 2024.
They had been selected on the basis of the suggestions
made by the member states. On 27 November 2019
during the plenary session in Strasbourg, a large majority
of members of the European Parliament voted in favour
of the von der Leyen Commission. Ahead of the vote, the
President-elect presented her team of Commissioners to
the European Parliament. She reaffirmed her strong com-
mitment to working closely with the European Parliament
on the defining issues of our generation: fighting climate
change, harnessing digitalisation, building a social market
economy for today’'s world. She called for Europe to
show leadership in the world and for the Commission

to be geopolitical in the way that it thinks and acts. She
underlined the need for Europe to care for the things
Europeans cared for and to find common solutions to
shared challenges.

On 28 November, the European Council appointed by
written procedure the new Commission for the period
from 1 December 2019 to 31 October 2024.

Following the nomination by the European Parliament Mr
Thierry Breton, France's nominee for the internal market
portfolio as Commissioner-designate for Internal Market
the EOS Secretariat co-signed together with CEl-Bois,
EPF (European Wood based panel Federation) and FEP
(European Parquet Federation) a joint letter promoted
by EFIC, the European Furniture Industry Confederation,
to the recently appointed Commissioner Mr Breton, in
order to request to further reinforce the collaboration
with DG GROW by identifying an interlocutor within
Mr Breton Cabinet and set up a more organic and organ-
ised dialogue with our Industries.
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BT European Furniture Industries Confederatior
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Mr Thierry Breton

Commissioner for the Internal Market
European Commission

1049 Brussels, Belgium

18 November 2019

Subject: Reinforced collaboration with the European Woodworking and Furniture Industries
Dear Mr Breton,

The European Woodworking and Furniture Industries are key contributors to a prosperous, competitive and

sustainable European economy.

The sector includes more than 300.000 companies, employs about 2 million people across the EU and is
responsible for a production value of around 230 billion € with overall exports to non-EU countries exceeding
35 billion €. Together, the Woodworking and Furniture Industries are the 2" largest manufacturing sector by
number of enterprises and the 4™ by number of persons employed. Moreover, they are key bioeconomy
players and providers of climate-positive solutions. The natural carbon storage property of wood and its low-
impact processing cycle mean that wood-based products help to mitigate climate change, just by being used.

The signatories of this letter have since always believed that European policies should address the many
economic and regulatory related challenges faced by the Woodworking and Furniture industries through a
strong, regular and coordinated dialogue with the sector representatives. Because of this, the European
Woodworking and Furniture industries have a historical, consolidated and effective cooperation with the
European Commission’s General Directorate for Internal Market, Industry, Entrepreneurship and SMEs.

Considering the significant value of the entire supply chain, in terms of turnover, import/export and
employment in the EU Member States, we urge you to further reinforce the above mentioned collaboration
by identifying an interlocutor within your Cabinet in order to set up a more organic and organised dialogue
with such an important European Industry.

Signatures of representatives:

Patrizio Antonicoli  Gabriella Kemendi Silvia Melegari Clive Pinnington Isabelle Brose
Secretary General  Secretary General  Secretary General Managing Director Managing Director
CEI-BOIS EFIC EOS EPF FEP
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The European Wood & Furniture industry

CEI-BOIS: Founded in 1952, CEl-Bois is the European Confederation of the Woodworking Industries;
composed of 18 National Organisations, 4 European Sector Federations as well as 1 Private Industrial Group.
The industry employs around 1 million workers in 171 000 companies across the different sub-sectors and
generates a turnover of around 133 billion euros.

EFIC is the voice of the united furniture industries in Europe. Founded in 2006 by seven national federations
representing furniture producers, EFIC now represents more than the 70% of the total turnover of the
industry. EFIC membership is composed of 15 national federations and one single company. The European
furniture sector employs about 1 million workers in close to 120 000 companies and is highly export-oriented,
mainly intra-EU.

EOS is the European Organization of the Sawmill Industry and represents a sector which comprises 35 000
sawmills across Europe, employs around 250 000 people across the EU and is responsible for a turnover of
around 37 billion m3. EOS Members come from 12 countries across Europe and represent about 80% of the
total European sawn wood output. The European sawmill industry is a sector chiefly made up of SMEs and
microenterprises. The EU sawmill industry processes timber which comes almost exclusively from
sustainably-managed European forests.

EPF: The European Panel Federation has members in 25 countries. The EU wood panel industry has a turnover

of about 22 billion euro every year, creates over 100 000 jobs directly and counts more than 5 000 enterprises
in Europe.

FEP is the European Federation of the Parquet Industry based in Brussels. It reunites 50 European Parquet
Producers, 21 major Suppliers to the industry and 8 National associations and represents their interests at all
relevant levels. In terms of activity, the total production of parquet in FEP territory exceeds 75 million m?
while the consumption is close to 80 million m2.
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6.1 THE CLUB DU BOIS MEETING ON 8 JANUARY 2020

CLUB DU BOIS

On 8 January 2020, the 8" edition of the Club du
Bois was organised under the chairwomanship of
MEP Mrs Maria Noichl, at the Brussels premises of the
European Parliament. The event is a joint initiative of
the three Brussels based organisations: the European
Confederation of Woodworking Industries (CEI-Bois),
the European Organisation of the Sawmill Industry (EOS)
and the European Panel Federation (EPF).

The 8" edition of the Club du Bois focused on the prior-
ities of the wood-working industries for the period 2019-
2024 and on the role of wood products in achieving
several of the climate mitigation objectives recently
proposed in the EU Green Deal.

The event gathered an important number of MEPs, indus-
trialists and experts from the wood manufacturing and
forest-based family. In particular the organizers extended
their gratitude for the presence and active participation in
the debate of the following Members of the Parliament:

e Mrs Maria Noichl, Germany, Group of the Progressive
Alliance of Socialists and Democrats;

® Mrs Simona Bonafe, Italy, Group of the Progressive
Alliance of Socialists and Democrats;
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Mr Michal Wiezik, Slovakia, Group of the European
People's Party (Christian Democrats);

Mrs Delara Burkhardt, Germany, Group of the
Progressive Alliance of Socialists and Democrats;

Mrs Maria Soraya Rodriguez Ramos, Spain, Renew
Europe Group;

Mr Pietro Fiocchi, Italy, European Conservatives and
Reformists Group;

Mr Mauri Pekkarinen, Finland, Renew Europe Group;
Mr Petri Sarvamaa, Finland, Group of the European
People's Party (Christian Democrats);

Mr Seb Dance, UK, Group of the Progressive Alliance
of Socialists and Democrats;

Mr Eero Heinaluoma, Finland, Group of the Progressive
Alliance of Socialists and Democrats;

Mr Carlos Zorrinho, Portugal, Group of the Progressive
Alliance of Socialists and Democrats;

Mr Alvaro Amaro, Portugal, Group of the European
People's Party (Christian Democrats);

Mrs Patrizia Toia, ltaly, Group of the Progressive
Alliance of Socialists and Democrats;

Mr Christian Allard, UK, Group of the Greens/European
Free Alliance;

Mrs Elena Lizzi, Italy, Identity and Democracy Group
(represented by her assistant).



Additionally, the former Member of the European
Parliament, Mr Paul Brannen (UK) attended the Club du
Bois meeting confirming his dedication to the cause of
using wood as an environmentally friendly construction
material.

The evening was opened by the Club du Bois Chair-
woman, MEP Mrs Maria Noichl. "Without doubt, wood
is one of the most versatile renewable resources used
in material applications. Using wood is a climate friendly
solution for Europe”, Mrs Noichlemphasised. She recalled
as well that wood products store carbon during their life
cycle. Recycling wood products allows them to continue
to store carbon indefinitely. This regenerative use of
wood extends the carbon cycle which has great advan-
tages to society, especially in the mitigation of climate
change. When wood cannot be re-used or recycled, it
can still produce green energy through combustion.

Mrs Noichl welcomed first time attendees at this
cross-party, cross-national, cross-committee contact
group between Parliament and the Woodworking
Industries.

In particular, a special thanks was given to the Italian MEP
Mrs Simona Bonafé who has kindly agreed to become the
new Chairwoman of this discussion forum, and took up
this role at the end of the meeting. Mrs Noichl concluded
her welcome speeches introducing the three key speak-
ers of the evening, and expressing gratitude to the hosts
and organisers of Club du Bois for their engagement on

behalf of the European woodworking industries.
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Presentation by EPF Chairman, Dr Paolo Fantoni
on "Wood-based Panels: An innovative industry
turns a traditional material into a model of the
circular economy, and a climate champion”,
with special focus on Extended Producer
Responsibility (EPR) and developing work with
wood education with universities.

Introducing the market development of European wood-
based panels (WBP), Dr Fantoni explained that EPF, the
European Panel Federation, represents the manufactur-
ers of particleboard, MDF, OSB, hardboard, softboard
and plywood in more than 25 countries. The European
wood-based panels industry has an annual turnover of
about 22 billion euros, creates over 100,000 jobs directly
and counts more than 5,000 enterprises in Europe.

Regarding the year 2018, the sector (WBP) had a produc-
tion of 59.3 millions m® being the seventh consecutive
year of growth. However, in year 2019, production is
expected to have declined slightly due to the general
economic situation and production is estimated to have
been 57.6 millions m?>. Significantly, average annual WBP
growth in the period 2013-2018 was 2.4%, compared to
a European GDP increase of 1.8%. In a very simplistic
but important way, this shows that wood-based panels
have gained market share in Europe during recent years.

Dr Fantoni explained that the production of wood-
based panels incorporates almost all industrial circularity
concepts. Although the sector is currently still using some
virgin wood material, the production of wood panels is
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based on a circular process now using recovered wood
and industrial by-products for approximately 50% of its
resource need. In particleboard, this figure rises to 66%
with 40% coming purely from wood waste. Innovation
has been at the heart of this and the panel sector, as
recalled by Mr Fantoni, is a pioneer and great advocate
of the cascading approach through the use of post-
consumer waste wood and industrial wood residues.

Wood and wood-based products have huge potential
across a range of sectors, and they are a key contrib-
utor for reducing carbon emission particularly in the
construction sectors. The use of wood-based panels in
construction, for both new and refurbishing buildings is
without doubt an environmentally friendly choice.

Regretfully, Mr Fantoni underlined that some barriers
(mostly legislative ones) still persist in the internal market
thus hampering the full potential of the sector.

For this reason, Mr Fantoni stressed the need for:
® FU Harmonisation, not Regionalism
— EPF supports One Europe, not different rules and
regulations in every country
— Recent developments, especially challenges to
Construction Products Regulation in Germany,
threaten this
® |evel Playing Field, especially for Raw Materials
— Wood for industry is scarce, and could become
more so (pressure on plantations and biodiversity
requirements)
Need Parliament to make sure that any subsidies
for Bioenergy (burning wood) do not create market
distortions

Mr Fantoni closed his intervention with three calls for
action on behalf of the Federation he represents:
Extended Producer Responsibility
ﬁ% The next step towards the Circular Economy;
X~ Panels and furniture should be returned to
the value chain.

“Renovation wave” should be integrated
in the EU Green Deal

Panels can be structural, decorative, or can
insulate;

<)

Local supply using local material = "Made
in the EU";

Panels are a sustainable, resource efficient
and have natural carbon storage.
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Investing in Skills and Education

EPF is committed to the next generation of
woodworkers;

Currently creating a network of University
specialists;

Intention is to motivate the EU Commission
to support and to develop this together.

In conclusion Dr Fantoni urged MEPs to support the use
of wood-based panels be it in construction, in furniture,
in packaging or in other applications. Panels can be a
model for both the Circular Economy and the European
Green deal. Wood-based panels show the way ahead in
how we can offer industrial growth with environmental
and climate benefits, and not at their expense.

Presentation by EOS Chairman, Mr Sampsa
Auvinen on “Overview of the economic and
politic dynamics that characterise the European
sawmill industries including considerations on
raw material supply and forest diseases”.

Mr Auvinen, recalled that the European sawmill industry
consists of about 35,000 sawmills scattered around

Europe. European sawmills are chiefly microenterprises
(more than 29,000) with strong connections to the rural




areas and local communities where they are located.
They account for a yearly production value of over EUR
36 billion and employ about 250,000 people across
Europe. The European sawmill industry is responsible
for a production of around 112 million m? (data from
2018, including production of both sawn softwood and
hardwood) and, depending on the year, around 25-28%
of the European sawnwood production is exported to
non-European countries, making the European sawmill
industry a fully globalized industry. The largest overseas
markets of the sector include China, Japan, the United
States, and Middle East and North African countries.

Looking at the non-EU Market, Mr Auvinen made three
recommendations:

1. The EU Commission should be vigilant that trade
agreements are correctly implemented and enforced,
and the use of the dispute settlement systems simpli-
fled and accelerated.

2. Looking at trade relations, the EU Commission should
reinforce its trade promotion activities in key markets
having a focus on the manufacturing industries and
enforcing coordination with Industry Organisations,
the various Chambers of Commerce and EU delega-
tion in Third Countries.

3. The manufacturing sectors — including SMEs — should
be assisted to open trade opportunities in growing
non- EU markets.

Mr Auvinen stressed that over 90% of logs used come
from European Forests. While you may not connect
healthy forests with selling wood, they are actually in-
timately connected providing income (2/3 of the forest
owner revenues sawmill represents +2/3 of the forest
owners incomes) to pay ongoing costs for forest man-
agement activities.

Furthermore, Mr Auvinen, presented the dramatic situa-
tion that forests are facing due to climate change and the
increase of forest disturbances such as pest diseases, fire
and drought. Only in 2018, damaged wood estimated was
estimated 112 million sm?®. Securing raw material supply
at affordable price and in a predictable way is a key factor
for maintaining the competitiveness of the European
manufacturing industries.

Raw material supply is one of the mostimportant issues
affecting the development of the mechanical wood
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industries. Therefore, demand projections should be
made, and these projections should be revised on a yearly
basis in order to provide the sector with a sustainable
growth through accurate planning.

Presentation by CEI-Bois Board of Directors
Member Keith Fryer on “"European Woodworking
Industries priorities for the EU Term 2019-2024"

The European woodwoorking industry consists of around
170.000 companies generating an annual turnover of
133 billion EUR and employing more than 1 million
workers in the EU (2017), as Mr Fryer explained.

Furthermore, Mr Fryer presented the European Wood-
working Industries” manifesto for the EU term 2019-2024,
which illustrates how the European Woodworking Industry
can help the EU to reachits key goals, such as the reduction
of GHG emissions in line with the Paris Agreement and
the deployment of an EU circular Bioeconomy, while
ensuring jobs creation and employment stability.

Production value by sub-sector in EU 28

M 16.1 Sawmilling

1 16.21 Wood-based panels

M 16.22 Parquet floors

M 16.23 Other buiulder's carpentry and joinery
M 16.24 Wooden containers

1 16.29 Other
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On behalf of CEI-Bois, Mr Fryer presented the 6 priority
actions of the Confederation:

1. Wood availability and sustainability: Ensuring the
legality of timber and timber products produced in
the EU and imported from third countries is also a key
aspect of sustainability at global scale. For this reason,
environmental loopholes in the EU Timber Regulation
should be avoided by extending its scope to all wood
products and ensuring a consistent implementation
among Member States.

2. Circular Bioeconomy: call for taking into account the
carbon storage and material substitution effects of
wood products. The EU should further promote the
development of the circular bioeconomy and make
sure that the other policies are consistent with this
objective. EU policies should also take into account
the carbon storage and material substitution effects
of harvested wood products in the framework of the
EU 2050 Long-term Strategy.

3. Competitiveness of Wood in Construction: Timber
construction has the potential to offer sustainable
solutions to the housing challenges in the EU. Building
with the renewable material wood is particularly well
fit for new construction and renovation in dense urban
areas, answering the requirements and dynamics

of climate change resilience and environmental
performance of 215 century city development.

4. Free but Fair Trade policies: The success of the wood-
working industry requires free and fair trade, while
maintaining or improving standards and lowering
operating costs.

5. Research and Innovation: the woodworking industry,
together with the other stakeholders of the Forest-
Based Sector Technology Platform, developed a Vision
to 2040, that includes 10 ambitious targets for enhanc-
ing the potential of the sector.

6. Social Affairs and Industrial Relations: through the
active and proactive involvement of the European
Social Affairs dialogue, the Confederation contributes
dynamically, including through agreements and pro-
jects management & implementation, to the designing
of the European social and employment policy.

After a dynamic exchange of views with the participants,
the Club du Bois meeting was ended by a closing remark
of the new Club du Bois Chairwoman, Mrs Bonafe. Mrs
Bonafe expressed her willingness to collaborate with
the wood-working sector in the new legislative period
2019-2024 and beyond, to enhance its competitiveness,
and to increase its prominence in our day lives.

I L i N B
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CLUB DU BOIS

Brussels, 9 January 2020

PRESS RELEASE

Club du Bois organisers call European policy makers to explore the
full potential of one of the most climate positive EU manufacturing
sectors:
the Woodworking Industry

The European Confederation of Woodworking Industries (CEI-Bois), the European
Organisation of the Sawmill Industry (EOS) and the European Panel Federation (EPF),
organised the 8" edition of the Club du Bois, under the chairwomanship of MEP Mrs Maria
Noichl, on 8 January 2020, at the Brussels premises of the European Parliament.

The event gathered an important number of MEPs, industrialists and experts from the wood
manufacturing and forest-based family, offering them the opportunity to learn about the
priorities of the European Woodworking Industries for the term 2019-2024. The evening was
opened by a welcoming speech from MEP Mrs Maria Noichl and followed by three
presentations from EPF Chairman, Dr Paolo Fantoni, EOS Chairman, Mr Sampsa Auvinen
and by CEI-Bois Board of Directors Member, Mr Keith Fryer.

The Woodworking Industry lies at the heart of the circular bioeconomy providing a sustainable
and carbon neutral product to be used in the construction sector and as everyday material. By
using wood, legally harvested from sustainably managed forests, Europe can achieve several
of the objectives presented in the recently adopted "The European Green Deal” and become
the world’s first climate neutral continent by 2050.

Dr Paolo Fantoni highlighted the role that wood-based panels can play in the “renovation
wave”, reminding of their sustainability, resource efficiency and natural carbon storage
properties. Panels are a model example of the Circular Economy thanks to the industry’s
innovative approach of turning one industry’s waste into another sector’s product, with 40% of
typical particleboard today coming from recovered (recycled) waste wood. EPF is excited to
work with universities and the EU institutions to ensure that future generations are trained and
skilled in working with wood. Given their proprieties and characteristics, wood-based panels
are model examples of both the Circular Economy and the Green Deal. "Panels can break the
old model of economic progress or environmental protection. Instead we can offer new
industrial growth with environmental (and climate) benefits” commented Dr Fantoni.

Mr Sampsa Auvinen described the raw material supply question as the most important issue
affecting the development of the primary mechanical wood industry. Securing raw material
supply at affordable prices and in a predictable way is a key factor to maintain
competitiveness of the European sawmill industry. Mr Auvinen called for an EU resource
management system aiming to establish a harmonised knowledge-based information on
European forests resources, material flows and stock. The system should also take into
consideration frequency of natural disturbances and the impact on wood supply. Mr Auvinen
recalled the central role of the European sawmill industry in the forest industry: making up two
thirds of the forest owners’ incomes, the sawmill industry plays a key role in motivating forest
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owners to sustainably manage their forests and supply wood raw material to the forest
industry. "A healthy sawmill industry is thus vital for the forest industry and the forest-based
industries alike™ he added.

Mr Keith Fryer presented the European Woodworking Industries’ manifesto for the EU term
2019-2024, which illustrates how the European Woodworking Industry can help the EU to
reach its key goals, such as the reduction of GHG emissions in line with the Paris Agreement
and the deployment of an EU circular Bioeconomy, while ensuring jobs creation and
employment stability. The manifesto focuses on 6 priorities - Wood Availability and
Sustainability, Circular Bioeconomy, Competitiveness of Wood in Construction, Free but Fair
Trade, Research & Innovation and Industrial Relations & Social Affairs - and gives an
overview of the potential and needs of the sector. “The European Woodworking sector sits at
the heart of the European circular Bioeconomy and is a key driver for jobs and growth™ Mr
Fryer concluded.

The European Woodworking Industry can successfully achieve socially fair economic growth
while reducing pollution and harm to the environment. This is why the European policies, such
as the forthcoming Industrial Strategy and new Circular Economy Action Plan, to name a few,
should explore the full potential of one of the most climate positive European manufacturing
sectors.

The meeting ended with a Q&A session and the formal handover of the Club du Bois
Chairwomanship from MEP Mrs Maria Noichl to MEP Mrs Simona Bonafe.

For additional information please visit http://www.clubdubois.eu/ or contact:

CEI-Bois Secretariat, info@cei-bois.org

CEI-Bois, the European Confederation of Woodworking Industries represents 21 European and
National organisations from 15 countries and is the body backing the interests of the whole
industrial European wood sector, with close to 180.000 companies generating an annual
turnover of 144 billion euros and employing 1 million workers in Europe.

EOS Secretariat, info@eos-oes.eu

EOS, the European Organisation of the Sawmill Industry represents the interests of the
European sawmilling sector on European and International level. Through its member
federations and associated members, EOS represents some 35,000 sawmills in 12 countries
across Europe manufacturing sawn boards, timber frames, glulam, decking, flooring, joinery,
fencing and several other wood products. Together they represent around 80% of the total
European sawn wood output in a sector that has a turnover of around 35 billion EUR and
employs about 250,000 people in the EU.

EPF Secretariat, info@europanels.org

EPF, the European Panel Federation, has members in 25 countries and represents the
manufacturers of particleboard, MDF, OSB, hardboard, softboard and plywood. The European
wood-based panels industry has an annual turnover of about 22 billion euros, creates over
100,000 jobs directly and counts more than 5,000 enterprises in Europe.



6.2 THE EUROPEAN GREEN DEAL

The EU is committed to limit global warming to well
below 2°C above pre-industrial levels, in line with
the 2015 Paris Agreement. In November 2018, the
Commission adopted the ‘Clean planet for all’ strate-
gy, aiming for a prosperous, modern, competitive and
climate-neutral economy by 2050. It analyses scenarios
for long-term decarbonisation, as a basis for a debate
on the move towards an emission-neutral economy.
Following up on the Commission’s clean planet strategy,
the EU will develop its long-term low carbon strategy
under the Paris Agreement. In line with the previous
European Parliament's position, a large majority of
Member States favour climate neutrality in the EU by
2050, although the June 2019 European Council did not
reach a unanimous conclusion on the date.

On 11 December, the European Parliament debated on
the European Green Deal in an extraordinary plenary

The EU will:

$ £

Become Protect human life,
climate-neutral animals and plants,
by 2050 by cutting pollution
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session where the EU Commission officially presented
its Communication.

The European Green deal aims to make Europe the first
climate-neutral continent by 2050, while boosting the
competitiveness of European industry and ensuring
a just transition for the regions and workers affected.
Preserving Europe’s natural environment and biodi-
versity, a ‘farm to fork’ strategy for sustainable food,
and a new circular economy action plan are other key
elements.

“The European Green Deal is about improving the well-
being of people. Making Europe climate-neutral and pro-
tecting our natural habitat will be good for people, planet

and economy. No one will be left behind.”

Source statement and image below: The EU Commission.

Help ensure a
just and inclusive
transition

Help companies
become world leaders
in clean products and
technologies

Key information for the Sawmill Industries:

To set out clearly for the conditions for an effective
and fair transition, to provide predictability for inves-
tors and to ensure that the transition is irreversible,
the Commission announced to propose the FIRST
CLIMATE LAW by March 2020.

As the EU increases its climate ambition, the
Commission will propose a carbon tax border ad-
justments mechanism, for selected sectors, to reduce
the risk of carbon leakage.

Moreover, the EU Commission will develop require-
ments to ensure that all packaging in the EU markets

is reusable or recyclable by 2030, will develop a reg-
ulatory framework for biodegradable and bio-based
plastics and implement measures on single use plastic.

By March 2020, a NEW INDUSTRIAL POLICY was also
expected aiming at addressing the twin challenge
of the green and digital transformation. Together
with the new Industrial Strategy a NEW CIRCULAR
ECONOMY ACTION PLAN will help modernise the
EU’s economy. The Circular economy action plan will
include a ‘sustainable product policy’ to support the
circular design of all products based on a common
methodology and principles. Actions will focus in
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particular on sectors such as textile, constructions,
electronic and plastics.

To be noted that the EU Commission is also expect-
ed to propose to work with stakeholders on a new
initiative on BUILDINGS RENOVATION in 2020. This
will include an open platform bringing together the
buildings and construction sector, architects and
engineers and local authorities to address barrier to
renovation (focus on energy saving).

For the coming year, a NEW EU FOREST STRATEGY is
also expected. It will have as its key objective effective
afforestation and forest preservation and restoration
in Europe, to help to increase the absorption of CO,,
reduce the incidence of forest fires and promote the
bioeconomy, in full respect for ecological principles
favourable to biodiversity. The national strategic
plans under the common agriculture policy should
incentive forest managers to preserve, grow and
manage forest sustainably.

Moreover, the European Parliament adopted on
Wednesday, the 15 January its position on the European
Green Deal, unveiled by Commission President von
der Leyen in a plenary debate in December. (The
resolution was adopted with 482 votes for, 136 against
and 95 abstentions).

The Members of the EU Parliament want the up-
coming Climate Law to include higher ambitions for
the EU’s 2030 goal of emissions reductions (55% in
2030 compared to 1990, instead of “at least 50% to-
wards 55%, as proposed by the Commission). The EU
should adopt these targets well in advance of the UN
climate change conference in November, MEPs say.
They also want an interim target for 2040 to ensure
the EU is on track to reach climate neutrality in 2050.

EOS is extremely pleased to see that our
call for including forest-based products
and bioeconomy in the framework of

the Green Deal is now an integrated part
of the European Parliament Green Deal
Resolution. The European Parliament also
requested Member States to “encourage
the promotion of timber construction.

Please find reported below some of the most positive
statements of the European Parliament Green Deal
Resolution.

* “Believes that sustainably-sourced renewable
materials will play an important role in the transi-
tion to a climate-neutral economy, and highlights
the need to stimulate investments in the develop-
ment of a sustainable bioeconomy where fossil-in-
tensive materials are replaced with renewable and
bio-based materials in, for example, buildings, tex-
tiles, chemical products, packaging, shipbuilding
and, where sustainability can be assured, energy
production; stresses that this will have to be done
in a way that is sustainable and respects ecological
limits; highlights the potential of the bioeconomy
to create new green jobs, including in rural parts
of the EU, and to stimulate innovation; calls for
support for research and innovation in sustainable
bioeconomy solutions that should take into ac-
count the need to protect unique biodiversity and
ecosystems; calls for the efficient implementation
of the EU Bioeconomy Strategy as part of the
European Green Deal;”

» "Underlines the need for the existing building stock
to be renovated into nearly-zero-energy buildings
in order to achieve carbon neutrality by 2050 at the
latest: underlines that the buildings sector has a high
energy-saving potential and potential for on-site
production of renewable energy, which can boost
employment and help SMEs expand; considers that
a smart and forward-looking legislative framework
is essential; welcomes, therefore, the proposals to
reduce national regulatory obstacles for renova-
tion and the revision of the Construction Products
Regulation; calls for rigorous enforcement of the
Member States’ obligations to renovate public
buildings in line with the EED; encourages the
promotion of timber construction and ecological
building materials;”

e “Calls on the Commission to present a new,
ambitious EU Forest Strategy to give appropriate
recognition to the important, multifunctional and
cross-cutting role that European forests, the sector
and sustainable forest management have in the
fight against climate change and biodiversity loss,
also taking social, economic and environmental



aspects into account; recalls the need for action
to combat illegal logging in Europe; stresses that
afforestation, reforestation and restoration efforts
should aim at enhancing biodiversity as well as
carbon storage;”

¢ “Calls for a green EU single market to boost the
demand for sustainable products with specific
provisions such as the expansion of the use of
green public procurement; welcomes, in this
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respect, the commitments of the Commission
to propose further legislation and guidance on
green public procurement; calls for procurement
by EU institutions to lead by example; underlines
the need, moreover, to review and revise EU public
procurement rules in order to ensure a truly level
playing field for EU companies, especially those
producing sustainable products or services, such
as in the field of public transport.”

6.3 THE EUROPEAN CIRCULAR ECONOMY ACTION PLAN

On 11 March 2020, the European Commission published
the "Circular Economy Action Plan The European Green
Deal’. The document includes an overview of the key
legislative actions expected in the following years.

The Action Plan calls for accelerating the transition
towards a regenerative growth model that gives back to
the planet more than it takes, advance towards keeping
its resource consumption within planetary boundaries,
and therefore strive to reduce its consumption footprint
and double its circular material use rate in the coming
decade. Through a circular economy, which aims
to maintain resources in the economy for as long as
possible, the commission hopes to create a ‘green
growth” model.

Overall, the Circular Economy Action Plan is characterized
by the following key areas of action:

1. The commission sees the circular economy as a tool
for achieving carbon neutrality. According to the
action plan there is potential for synergy between a
circular and carbon-neutral economy.

2. The commission aims to introduce restrictions on
microplastics intentionally added to products along
with measures to combat the unintentional release
of microplastics in the environment. It also plans to
promote bio-based and biodegradable plastics and
introduce restrictions on plastic waste.

3. The action plan includes measures to provide better
information on the environmental footprint of
products along with a legislative proposal in 2020

setting minimum standards for sustainability labels
to prevent greenwashing.

4. The commission aims to introduce a new set of meas-
ures in 2021 to facilitate the repair of products, with
a priority for electronics that will include a right to
update obsolete software. It will also incentivise prod-
ucts-as-services where companies keep the ownership
and responsibility throughout product lifecycles.

5. Roadmap for reducing waste.

6. Sustainable packaging. The directive on packaging
and packaging waste (94/62/EC) will be reviewed with
a view to reduce over-packaging and non-recyclable
mixtures of packaging materials as well as push for
packaging thatis designed for re-use and recyclability.

7. The EU Cohesion funds and the European Regional
Development Fund along with other EU funding
instruments will support the circular economy action
plan, together with SME guarantees and the Invest EU
programme that aims to mobilise private financing.

I Although this EU Action Plan doesn’t have

a binding legislative implication, it already
frames what the EU Commission will do in the
following years having a relevant impact on
the entire wood value chain. This does not
mean that the impact will necessary be
positive and it will be essential to have an

active role in the future developments. I
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However, there are some POSITIVE STATEMENTS OF

THE ACTION PLAN, which are reported below:

e Supporting the sustainable and circular bio-based
sector through the implementation of the Bioeconomy
Action Plan;

— To incentivise the uptake of carbon removal and
increased circularity of carbon, in full respect of the
biodiversity objectives, the Commission will explore
the development of a regulatory framework for
certification of carbon removals based on robust
and transparent carbon accounting to monitor and
verify the authenticity of carbon removals.

— Inline with the ongoing EOS request, the reference
to "and increased circularity of carbon” indicates
that the action will go beyond the mere forestry
level. The "development of a regulatory framework
for certification of carbon removals based on robust
and transparent carbon accounting to monitor and
verify the authenticity of carbon removals” seems
- without mentioning it - to be likely to encompass
material substitution.

Action plan elements that will implies

an advocacy action:

® Design of sustainable products (chapter 2.1 page 6):
the Commission will propose a sustainable product
policy legislative initiative (It is unclear if the first stage
will only address amongst others to furniture, steel,
concrete and chemical).

e Construction and buildings (chapter 3.6 page 14).
The Commission will launch a new comprehensive
Strategy for a Sustainable Built Environment. It will
promote circularity principles throughout the lifecycle
of buildings by:

— addressing the sustainability performance of con-
struction products in the context of the revision of
the Construction Product Regulation, including
the possible introduction of recycled content re-
quirements for certain construction products;

— using Level(s) to integrate life cycle assessment in
public procurement and the EU sustainable finance
framework and exploring the appropriateness of
setting of carbon reduction targets and the poten-
tial of carbon storage;

— Furthermore, the 'Renovation Wave’ initiative
announced in the European Green Deal to lead
to significant improvements in energy efficiency
in the EU will be implemented in line with circular
economy principles, notably optimised lifecycle
performance, and longer life expectancy of build
assets. As part of the revision of the recovery
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targets for construction and demolition waste, the
Commission will pay special attention to insulation
materials, which generate a growing waste stream.

Timeline of the expected legislative
initiatives to be monitored:

A SUSTAINABLE PRODUCT POLICY FRAMEWORK

® | egislative proposal for a sustainable product policy
initiative — Expected in 2021

® | egislative proposal on substantiating green claims —
Expected in 2020

® Mandatory Green Public Procurement (GPP) criteria
and targets in sectoral legislation and phasing-in
mandatory reporting on GP — Expected as of 2021

KEY PRODUCT VALUE CHAINS

® Strategy for a Sustainable Built Environment — Expected
in 2021 (Wood might lose its competitive advantage
related to carbon neutrality)

® Review to reinforce the essential requirements for
packaging and reduce (over)packaging and packaging
waste - Expected in 2021

CROSSCUTTING ACTIONS
® Regulatory framework for the certification of carbon
removals - Expected in 2023

LEADING EFFORTS AT GLOBAL LEVEL
® Proposing a Global Circular Economy Alliance and
initiating discussions on an international agreement

on the management of natural resources

6.3.1 A New Circular Economy
Action Plan — Feedback of the
European Sawmill Industry

Last January 2020, EOS responded to the stakeholders’
consultation launched by the EU Commission in order
to prepare for the EU Circular Economy Action Plan.

In consultation with its Members, EOS provided the
below reported commets. These comments were also
provided to the European Committee of the Regions
(CoR) online stakeholders’ consultation aimed at feeding
into the preparation of its upcoming opinion on the new
Circular Economy Action Plan.

In particular, in the framework of the European Committee
of the Regions (CoR) online stakeholders’ consultation
EOS provided the following key considerations:



1. The New Circular Economy Action Plan should
accelerate the transition towards a sustainable and
green economy, putting the biobased industries at the
heart of the industrial development while contributing
to fighting climate change and preserving Europe’s
natural environment.

. The new EU Initiative "A New Circular Economy Action
Plan” should not be focused only on the recyclability
factor of a material, but it should encourage the use
of materials that since the production phase have a
low impact in terms of CO, emissions.

. There is a scientific consensus that humans are im-
pacting the global environment: for this reason, we
need to minimize the environmental impact associated
with the consumption of a product or service. To
do so, the following aspects should be taken into
account: monitoring the carbon footprint, packaging
sustainably, providing recycling options and product
disposal and credible labelling with information about
the environmental impacts of the products.

. Our society has the possibility to reduce greenhouse
gas emissions by applying circular principles to key
economic sectors — such as the construction sector —
and to reduce waste in the built environment, that
currently accounts for a fifth of global emissions. To
do so, sustainable and green materials, such as wood,
should be favoured and their use promoted.

a. Adopting modular design would enable products
to be easily disassembled, components to be re-
used and materials to be recovered to extend their
life cycle and reduce waste.

b. Promoting smart design, reducing material con-
sumption and using lower-carbon alternatives.
Wood and other renewable materials can help to
reduce dependence on carbon-intensive materials.
Instead of emitting carbon, wood store it for dec-
ades. Wood residues and post consumer wood can
also be burnt to generate green energy.

. Natural and reusable resources should be preferred
while planning any new building or renovating an ex-
isting one. It will be essential to look at the emissions
created during the entire life cycle of the building
— from the production of construction materials to the
using phase and beyond. In this respect, it should be
noted that the dry mass of wood is 50% carbon, and
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this carbon is taken away from the atmosphere and
thus does not contribute to the greenhouse effect.

6. Green Public Procurements can be a strong lever to
emphasize and enforce circularity for both the public
and private sectors and achieving circular cities. More
than half of the world's population now lives in urban
areas. There were 512 cities globally in 2016 with at
least 1 million inhabitants. By 2030, urban areas are
projected to house 60 per cent of people globally
and one in every three people will live in cities with at
least half a million inhabitants (United Nations Report,
2016). Circular concepts should be applied in cities.
Cities are home to a staggering amount and variety
of assets and resources. The efficiency of each item
can be improved by applying circular design, bringing
positive social, economic and environmental impacts
at a much larger scale.

EOS believes that the sawmill industry lies at the heart of
the circular economy providing sustainable and carbon
neutral products to be used in the construction sector
as everyday material.
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EOS contribution to the stakeholders’ consultation launched

by the EU Commission

The European Organization of the Sawmill Industry
(henceforth EOS) welcomes the opportunity to give a
feedback on the New Circular Economy Action Plan. EOS
acknowledges and welcomes the intention of the Plan,
which aims to accelerate the transition towards a circular
economy, reinforcing the EU’s industrial base, while
contributing to fighting climate change and preserving
its natural environment.

There is a scientific consensus that humans are impacting
the global environment: for this reason, we need to
minimize the environmental impact associated with
the consumption of a product or service. To do so,
the following aspects should be taken into account:
monitoring the carbon footprint, packaging sustainably,
providing recycling options and product disposal and
credible labelling with information about the environ-
mental impacts of the products. EOS believes that the
sawmillindustry lies at the heart of the circular economy
providing sustainable and carbon neutral products to be
used in the construction sector as everyday material.

The new EU Initiative "A New Circular Economy Action
Plan” should not be focused only on the recyclability
factor of a material, but it should encourage the use of
materials that since the production phase have a low

impact in terms of CO, emissions.
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The Sawmill Industry at the Heart
of the Circular Economy

The Intergovernmental Panel on Climate Change has
produced a report on “climate change, desertification,
land degradation, sustainable land management,
food security, and greenhouse gas fluxes in terrestrial
ecosystems” in August 2019 in which it states that
‘Sustainable forest management can maintain or
enhance forest carbon stocks, including by transferring
carbon to wood products, thus addressing the issue of
sink saturation. Where wood carbon is transferred to
harvested wood products, these can store carbon over
the long-term and can substitute for emissions-intensive
materials reducing emissions in other sectors”.
Considering that more than 90% of the wood utilized by
European sawmills is sourced from sustainably-managed
European forests, sawnwood products are leading
the way in the forest bioeconomy, helping to reduce
greenhouse gas emissions and transition Europe to a
sustainable carbon neutral economy.

The Sawmill Industry is the first processor of logs,
which are transformed into sawnwood to be used in
construction or in furniture production. Wood residues
from sawmill processes can be converted into a broad
range of wood-based products including bio-composite
materials, bioplastics, textiles and carbon-neutral
biofuels. Sawnwood is the main product produced by a
sawmill but as a result of the logs’ processing, residues,
including sawdust, bark, and chips are created.

The latter are not disposed of: sawmills operate accord-
ing to the resource efficiency principle maximising the
added value of wood resources without creating any
waste. Indeed, sawdust and other sawmill residues are
alternatively processed into other wood-based products
or used for the bio-energy production depending on
the market demand. At the same time, sawdust can be
used as sand replacement in concrete in order produce a
low-cost and lightweight material for use in construction.
Cogeneration facilities produce as well, power for the
operation and may also feed excess energy into the grid.



Bark can be burned for heat or used for landscaping.
Wood pellets from sawdust offer very performing and
clean solutions for residential heating. Chips for pulp,
panels and residues for wood pellets and hog fuel move
through industrial markets. Bark, hog fuel and shavings
can be sold through industrial markets for fuel or retail
markets for mulch and animal bedding.

These are often sold bagged in garden centres or farm
supply stores or by the pick-up truck load at the mill.
Such best practices are in some case centuries-old and
an example of environmental sustainability. Based on
the above, it is evident that the sawmill industry is an
example of circularity.

The Sawmill Industry as a Solution-Provider
in Making the Construction Sector more
Circular

The construction sector is facing huge challenges to
become more sustainable. During the World Circular
Economy Forum held in June 2019 in Helsinki, it was
shared that 60% of European office space is unoccupied
(during office hours), 50% of steel used in buildings is in
excess of what is needed and 15-25% of building materials
are not employed in actual construction process but wast-
ed, construction material processing causes about 30% of
global air pollution: these are just some of the facts that
call for new ways of planning and processes in the sector.
Buildings are responsible for approximately 40% of energy
consumption and 36% of CO, emissions in the EU, making
them the single largest energy consumer in Europe.

A new approach is needed: buildings have to be seen as
"banks of environmentally-friendly materials’, not in the
old-fashioned linear way: extraction — construction —
use — demolition — waste. Wood is the only renewable
carbon neutral construction material. Wood contributes
to circular economy in three ways (as recognised in the
above-mentioned IPCC report):

1.1t substitutes energy-intensive materials
2.1t stores carbon throughout its lifecycle
3.1t has energy-efficiency benefits

Increasing the use of sawn wood materials in construction
and in products such as furniture, cabinets, flooring,
doors and window frames certainly is a significant
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opportunity to reduce emissions. With growing pressure
to reduce the carbon footprint in buildings, designers are
increasingly being called upon to balance functionality
and cost objectives with reduced environmental impact.
In the production phase, wooden houses consume less
energy and have lower carbon dioxide emissions than
houses built with other materials. There is scientific
evidence that a wood-based construction is responsible
for a lower climate impact by 40-50% regardless of
the carbon storage effect. In the demolition phase,
buildings should be designed to maximize the recovery
and reuse of materials and components: wood gives
the opportunity to reuse doors, windows, and other
components that can be used again in new construction
or remodelling. Reclaimed wood is primarily used in the
manufacture of durable goods, and then whatever is left
over can be used for energy (or heat) generation.

Wood waste from C&D activities can be delivered to
wood waste recycling operations for new processing,
while solid timber boards can directly find new applica-
tions. Markets for recycled wood include landscaping
mulch, bedding material, boiler fuel, as well as fiber for
composite board products, including pallets, and pellets.

Nevertheless, it should be noticed that — depending on
national and local circumstances — there are a number
of challenges affecting reuse. Value of products and
materials can be an opportunity or a barrier. In case of
low value/cheap products and materials, the incentive to
reuse versus the cost of careful removal can be low or
negative. Additionally, concerns might be raised related
to reuse products without certification of tested perfor-
mance particularly in a structural capacity. Often there
is very little information on where the product has come
from and its length of use in a particular application.

Overall, we need to reduce the production of con-
struction and demolition waste and the extraction of
natural resources in order to meet the climate objectives.
Construction sites also need to become more circular.

e We have to radically simplify the way we build build-
ings. We have to reduce their weight, to minimize
their impact on the environment, to make sure they
are durable and sustainable. Wood, thanks to its
renewable character and its properties, is the material
that allows us to do that.
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Additionally, the renovation of existing buildings with
wood constructions can contribute significantly to
the sustainable urban redevelopment. The renovation
of building envelopes, such as facades and roofs, with
highly insulated wooden components, can reduce the
transmission heat losses and related heating energy
demand of existing buildings significantly.

Modern treatments mean that wood can resist biological
degradation even longer, as well as locking in carbon.
The long-lasting nature of timber products makes them
excellent value for money too. Properly maintained
timber windows have in some instances lasted well
over 100 years, while some wooden buildings in the
Alps and Scandinavia, including churches, are many
centuries old. Modern methods of construction mean
that timber components can be pre-engineered off site
and delivered ready to erect into a form or structure.
This ensures that high levels of quality control are prac-
tised in the factory and that accurately manufactured
components are assembled quickly and efficiently on
site. An example of engineered wood product which is
gaining momentum is cross-laminated timber (hence-
forth CLT), which is a product made from gluing layers
of solid-sawn lumber together. Each layer of boards is
orientated perpendicular to adjacent layers and glued
on the wide faces of each board, usually in a symmetric
way so that the outer layers have the same orientation.
The difference with glulam is that laminations are not
orientated in the same way. CLT enables completely
different methods of building design and construction. In
addition, it can be used instead of concrete and steel in
the construction of tall and large buildings. CLT buildings
can handle the world's strongest earthquakes with no
loss of life or structural damage. They have excellent
acoustic performance and are very efficient at insulation.
Finally, CLT has comparatively low carbon emissions
over the lifecycle of buildings and is seen, therefore, as
a strong step towards sustainability.

To ensure that the potential of wood products is properly
taken advantage of, national legislations across Europe
need to be updated. This has been acknowledged by
the European Commission itself, in the Staff Working
Document published on March 4, 2019: Sustainable
Products in a Circular Economy — Towards an EU Product
Policy Framework contributing to the Circular Economy.
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The Commission states in the document that: National
legislation on building codes is sometimes silent on
materials, or not up to date with the development of
building products which could increase the energy effi-
ciency and performance of buildings from a sustainability
perspective as well as replace energy intensive materials
e.qg. also in tall buildings. An example is the permitting use
under these codes of wood-based products, in particular
so-called engineered wood products (EWP) such as
cross-laminated timber (CLT), laminated veneer lumber
(LVL) and glued-laminated timber (glulam), which can
efficiently retain a long-term carbon pool — especially in
wooden buildings. It is therefore vital to raise awareness
on these aspects. Currently direct reuse of construction
products such as doors, windows or frames does not
take place at large scale.

EOS fully agrees with the above statement.

EOS s also of the opinion that the European Commission’s
initiatives impacting on the built environment, including
the Circular Economy Action plan, should be closely
aligned and designed in a way to ensure that circular
economy principles are favoured, while at the same time
red tape should be kept at a minimum. This is particularly
important for the sawmill industries, a sector made up
mostly of microenterprises, which do not have either in
terms of personnel or in terms of finances the resources
needed to cope with a high bureaucratic load. Life
cycle assessments (henceforth LCAs) as well as green
and circular procurement should be encouraged. LCAs
should be designed so as to emphasize:

e Low energy use

e Low embodied carbon

e Sequestered biogenic carbon

Finally, the uptake of circular economy solutions across
the EU is only possible if standards are harmonised and
products are reclassified: nomenclatures such as the
Statistical classification of economic activities in the
European Community, abbreviated as NACE, and the
trade-tracking Combined Nomenclatures need to be
updated: products such as glulam and CLT need to have
their own codes to properly track their growth.



6.3.2 European Parliament work
related to the Circular Economy
and EOS-EPF-FEP joint activities
& message

As previously explained, last March, the European
Commission published the “Circular Economy Action
Plan The European Green Deal’ aiming at accelerating
the transition towards a regenerative growth model that
gives back to the planet more than it takes, advance
towards keeping its resource consumption within
planetary boundaries, and therefore strive to reduce its
consumption footprint and double its circular material
use rate in the coming decade.

Last June, the European Parliament (EP) started its
work related to the Commission proposal (although
the first draft document is expected by Mid October). In
order to maximise our possible contribution to the EU
Parliament work, the EOS Secretariat together with the
European Panel Federation and the European Parquet
Federation had two web meetings respectively with the
EP Rapporteur, MEP Huitema Jan and with the shadow
Rapporteur MEP Pietikainen Sirpa.

In a nutshell, the joint message can be summarised as

follow:

® Support sustainable and circular bio-based industries;

® Secure the supply for wooden raw materials and
guarantee a level playing field by avoiding unnec-
essary market distortions from support schemes for
early energy recovery;

® |ncrease the use of sustainable bio-based products
and systems to fight climate change, especially in
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construction and renovation, through the development
of a regulatory framework for certification of carbon
removals and the elaboration of Green Public
Procurements to enable users to choose sustainable
and climate friendly materials;

® Promote resource efficiency, waste reduction and
extension of the carbon life cycle for the deployment
of a circular bioeconomy;

® Ensure that bio-based materials, including wood
wastes, return to the value-chain;

® The lifecycle of a product should be based on more
than simply its recyclability, as recycling alone is not
enough to create an environmentally friendly econ-
omy. All significant stages of the production use and
after-use stages of the product need to be considered,
including carbon related considerations;

® |mmediately set up an Expert Group called to define
the criteria for a robust and transparent carbon
accounting to monitor and verify the authenticity
of carbon removal in order to develop a regulatory
framework for certification of carbon removals;

® |n order to define criteria related to circularity, the
Commission should set up an expert group where the
business stakeholders are represented. Such criteria
should also be considered during the revision of the
Construction Products Regulation (CPR);

® Natural and reusable resources should be preferred
while planning any new building or renovating an
existing one. It will be essential to look at the emissions
created during the entire life cycle of the building.

Here reported, the joint message prepared by EOS,
EPF and FEP used in subsequent communications with
other MEPs.
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EUROPEAN PANEL
FEDERATION

WOOD-BASED PANELS Cord &
FW@Q“&Q
e

EPF/FEP/EQOS Proposals to MEP HUITEMA Jan on the ENVI INI
Report on the New Circular Economy Action Plan

EPF together with EOS and FEP represents 53% of the woodworking sector and we are an important
part of the circular bioeconomy. In its EU Bioeconomy Strategy published in 2018, the European
Commission calculated that the Bioeconomy represents up to 18 million jobs and about 2.3 Trillion
EUR turnover yearly. Bioeconomy has indeed proven potential to foster the economic recovery of
the EU in line with the principles of circularity and the objectives of climate change mitigation.

While the circular economy includes all kind of material streams with different utilization routes, only
the bioeconomy provides renewable and carbon neutral products that can directly replace fossil
carbon materials in almost all applications. The bioeconomy can contribute in several ways to the
circular economy, including the utilization of organic side and waste streams from agriculture,
forestry, fishery, food and feed and organic process waste. Also, biodegradable products can be
returned to the organic and nutrient circle.

Wood based products are a key component of the innovative and circular European Bioeconomy
Industry. Our products are sourced from sustainably managed forests in Europe and are mostly used
for furniture, construction, and packaging.

Our products store carbon dioxide throughout their whole life cycle and have the potential to
substitute carbon and energy intensive materials (such as steel and concrete) especially in the
construction and renovation sectors.

A brand-new study® shows that European forests and the forest-based sector provide integrated
solutions to the global climate challenge on a very large scale: the overall positive climate effect is
estimated at -806 million tons of carbon dioxide equivalents annually. This corresponds to 20 % of
all fossil emissions in the European Union. About half is due to increased carbon storage in forests
and forest products (such as wood-based panels) and the second half corresponds to the fossil
emissions prevented through substitution.

EUROPEAN PANEL FEDERATION (EPF)

The European Panel Federation has members in 25 Member States and represents the manufacturers
of particleboard, MDF, OSB, hardboard, softboard and plywood. The EU wood-based panels industry
has an annual turnover of about 22 billion Euros, creates over 100,000 jobs directly and counts more
than 5,000 enterprises in Europe.

1 Study: “Climate effect of the forest-based sector in the European Union” by Dr Holmgren, former Director
General of the Centre for International Forestry Research (Sweden).
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Our industry invests greatly in innovative climate friendly products, that are favourable for both
circular sustainability and climate change mitigation. Wood-based panels can be structural,
decorative or be used for thermal insulation. Our products (e.g. shelves, tables, floors) are found in
everyday life; they are ubiquitous. To a very large extent our products are thought in Europe, made in
Europe, and sold in Europe. We are resilient and lead the World in our sector.

In our largest product segment (particleboard) on average 75% of the wood resource used comes
from secondary raw materials — either recovered wood and industrial by-products. We turn waste
into innovative climate friendly products.

In its Communication on the New Circular Economy Action Plan, the European Commission proposes
to “incentivise the uptake of carbon removals and increased circularity of carbon” and envisages to
“explore the development of a regulatory framework for certification of carbon removals based on
robust and transparent carbon accounting”. The building sector and especially the Renovation Wave
Initiative will be one of the engines of the recovery. Using wood and wood-based materials in
construction and renovation holds amazing potential to increase carbon removals, substitute
carbon intensive materials, foster resource efficiency (through circular use) and enhance energy
efficiency (due to high insulation properties).

EUROPEAN FEDERATION OF THE PARQUET INDUSTRY (FEP)

The European Federation of the Parquet industry has members in 20 countries and represents most
of the European manufacturers of wood flooring. Parquet can be solid, mosaic or multilayer. Wood-
based panels are used for the manufacturing of multilayer parquet — 83% of the European production
— which can thus have a recycled content. All types of parquet are reusable and recyclable but, first
and foremost, they are durable and a long-term carbon storage. Furthermore, parquet can replace
fossil-based alternatives and substitute flooring solutions whose production is more energy-intensive.

In this context, FEP is also strongly supporting the exploration of a regulatory framework for
certification of carbon removals. In addition, it is calling that the revision of the Construction Products
Regulation (CPR), mentioned by the Commission in its Communication on the New Circular Economy
Action Plan, ensures that the design of new and renovated buildings is in line with the circularity
principles and leads to an increased use of sustainable and climate-friendly materials.

EUROPEAN ORGANISATION OF THE SAWMILL INDUSTRY (EOS)

The New Circular Economy Action Plan should accelerate the transition towards a sustainable and
green economy, putting the biobased industries at the heart of the industrial development while
contributing to fighting climate change and preserving Europe’s natural environment. There is a
scientific consensus that humans are impacting the global environment: for this reason, we need to
minimize the environmental impact associated with the consumption of a product or service. To do
so, the following aspects should be taken into account: monitoring the carbon footprint, packaging
sustainably, providing recycling options and product disposal and credible labelling with information
about the environmental impacts of the products.

The Sawmill Industry is the first processor of logs, which are transformed into sawnwood to be used
in construction or in furniture production. Wood residues from sawmill processes can be converted
into a broad range of wood-based products including bio-composite materials, bioplastics, textiles and
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carbon-neutral biofuels. Sawnwood is the main product produced by a sawmill but as a result of the
logs’ processing, residues, including sawdust, bark, and chips are created. The latter are not disposed
of: sawmills operate according to the resource efficiency principle maximising the added value of
wood resources without creating any waste. Indeed, sawdust and other sawmill residues are
alternatively processed into other wood-based products or used for the bio-energy production
depending on the market demand. Based on the above, it is evident that the sawmill industry is an
example of circularity.

PROPOSALS:

We welcome the elaboration of your Report on behalf of the ENVI Committee on the New Circular
Economy Action Plan. In this respect, we would like you to kindly consider including in the Report the
following points to support sustainable and circular bio-based industries:

e Thecircular economy should maximise the use of sustainable, renewable and environmentally
friendly materials and products designed to be easily maintained, reused, repaired or
refurbished in order to extend their useful life, and later to be easily disassembled and
recycled into new products.

e Secure the supply for wooden raw materials and guarantee a level playing field by avoiding
unnecessary market distortions from support schemes for early energy recovery;

e Increase the use of sustainable bio-based products and systems to fight climate change,
especially in construction and renovation, through the development of a regulatory
framework for certification of carbon removals and the elaboration of Green Public
Procurements to enable users to choose sustainable and climate friendly materials;

e Promote resource efficiency, waste reduction and extension of the carbon life cycle for the
deployment of a circular bioeconomy;

e Ensure that bio-based materials, including wood wastes, return to the value-chain by
fostering eco-design, increasing recycling targets and favouring wherever possible the use of
secondary wooden raw materials for products ahead of eventual end of life incineration;

e The lifecycle of a product should be based on more than simply its recyclability, as recycling
alone is not enough to create an environmentally friendly economy. All significant stages of
the production use and after-use stages of the product need to be considered, including
carbon related considerations.

e For this reason, as anticipated in the Circular Economy Action Plan, we urge the European
Commission to immediately set up an Expert Group called to define the criteria for a robust
and transparent carbon accounting to monitor and verify the authenticity of carbon removal
in order to develop a regulatory framework for certification of carbon removals. Circularity of
a product. The new Circular Economy Action Plan announces a Sustainable Product Policy,
where the existing Eco-design Directive will be used to extend the scope of products as well
as the circularity criteria (repairability, reusability, etc.). In order to define criteria related to
circularity, the Commission should set up an expert group where the business stakeholders
are represented. Such criteria should also be considered during the revision of the
Construction Products Regulation (CPR).

e Natural and reusable resources should be preferred while planning any new building or
renovating an existing one. It will be essential to look at the emissions created during the
entire life cycle of the building — from the production of construction materials to the using
phase and beyond. In this respect, it should be noted that the dry mass of wood is 50% carbon,
and this carbon is taken away from the atmosphere and thus does not contribute to the
greenhouse effect. Our society has the possibility to reduce greenhouse gas emissions by



EOS Annual Report 2019 - 2020

applying circular principles to key economic sectors - such as the construction sector - and to
reduce waste in the built environment, that currently accounts for a fifth of global emissions.
To do so, sustainable and green materials should be favoured, and their use promoted,
particularly in Green Public Procurement.

o Adopting modular design would enable products to be easily disassembled,
components to be reused and materials to be recovered to extend their life cycle and
reduce waste.

o Promoting smart design, reducing material consumption and using lower-carbon
alternatives. (Wood and other renewable materials can help to reduce dependence on
carbon-intensive materials. Instead of emitting carbon, wood stores it for decades.
Wood residues and post-consumer wood can also be burnt to generate green energy.)

We would like, on behalf of our respective industries, to thank you for taking the time to listen to our
concerns and reflect upon our proposals.

Yours sincerely,

European Panel Federation (EPF)
European Federation of the Parquet Industry (FEP)
European Organisation of the Sawmill Industry (EOS)
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6.3.3 EEA Study entitled ‘Cutting
greenhouse gas emissions through
circular economy actions in

the buildings sector

In July 2020, the European Environmental Agency (EEA) pub-
lished a Study entitled ‘Cutting greenhouse gas emissions
through circular economy actions in the buildings sector'.
This study offers positive arguments that the wood
industries can use in their National advocacy actions
aiming at promoting the use of wood products as
construction materials.

At the following link, you can download the briefing
document: https://www.eea.europa.eu/themes/climate/
cutting-greenhouse-gas-emissions-through/cutting-
greenhouse-gas-emissions-through

The Study looks at the role that specific actions towards
a more circular economy can play in reducing green-
house gas emissions. The EEA assessment presents a
new methodological approach, developed together
with a consortium of European experts, which can help
identify and prioritise circular efforts that can contribute
to reducing emissions in any sector.

In its Circular Economy Action Planthe EU Commission
announced that addressing the sustainability perfor-
mance of construction products in the context of the
revision of the Construction Product Regulation.

Key information for wood promotion
actions:

1. The document clearly reports that actions like re-
ducing the use of concrete, cement and steel in the
building sector can cut materials-related greenhouse
gas emissions by 61% over a building’s life cycle stages
until 2050.

2. It proposes to improve circularity and increasing the
efficiency of materials management through:
—extending product lifetimes;
—reducing material losses;
— recirculating materials and products;
— preventing downcycling;
—substituting greenhouse gas-intensive materials
with those with lower emissions.

3. Steel, cement and concrete are some of the most
emission and energy-intensive materials used in con-
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structing buildings. These can be cut down if the
demand for such materials is reduced through smarter
design and production as well as reusing and recycling
these materials at the end of building’s life cycle.

4. In chapter 5 on the application of the methodology
to the building sector, the study proposes explicitly:
a. "Use timber as the structural material in multi-story
buildings instead of concrete and steel;
b. Use timber as the structural material in residential
buildings instead of mineral materials”.

Among policy recommendations, the study suggests

specifically for the building sector to:

® Conduct LCA and expert interviews on products
in different geographies, including benchmarking
studies to feed more representative results into the
methodology proposed in this study;

® Conduct further research on the demand structure
outside the EU (for products produced within the EU)
to provide sufficient knowledge on how an EU circular
economy can affect CO, emissions in this context;

® Conduct further research on material demand for
different end-use sectors to allow for a more detailed
representation of demand and circular economy
action impact (e.g. as regards the EU building stock,
including different building types);

® |nasubsequentapplication of the methodology, make
sure to determine the applicability of a circular econ-
omy action to a sector’s products (e.g. all residential
housing, or only single-family homes, etc.) through

expert discussions and transparently report decisions
to show the intention of the assessment.
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6.4 EU COMMUNICATION TITLED “A NEW INDUSTRIAL

STRATEGY FOR EUROPE"

On 10 March, the European Commission presented a
new Industrial Strategy in order to help Europe’s industry
lead the twin transitions towards climate neutrality and
digital leadership. The Strategy aims to drive Europe’s
competitiveness and its strategic autonomy at a time
of moving geopolitical plates and increasing global
competition. The package of initiatives outlines a new
approach to European industrial policy that s firmly rooted
in European values and social market traditions. It sets
out a range of actions to support all players of European
industry, including big and small companies, innovative

start-ups, research centres, service providers, suppliers
and social partners. A dedicated Strategy for small and
medium-sized enterprises (SMEs) aims to reduce red tape
and help Europe’s numerous SMEs to do business across
the single market and beyond, access financing and help
lead the way on the digital and green transitions.

Alist of the most relevant elements of the Communications
‘A New Industrial Strategy for Europe’, and "The SME
strategy for a sustainable and digital Europe”, are here-
with summarised:

Communication a New Industrial Strategy for Europe

MOST RELEVANT ELEMENTS OF INDUSTRIAL STRATEGY

Element

Explanation

Industry at the heart of
decarbonisation

The European Green Deal is Europe’s new growth strategy. At the heart of it is the goal
of becoming the world’s first climate-neutral continent by 2050. Industry has a leading
role to play in what is the greatest challenge and opportunity of our times.

Raw Materials and energy
supply need to be secure

To become more competitive as it becomes greener and more circular, industry will
need a secure supply of clean and affordable energy and raw materials.

Standardisation and
certification fundamental
for the industry

The single market is very important for the industry. It depends on robust,
well-functioning systems for standardisation and certification. These help to increase
the size of markets and provide legal certainty. Developing new standards and technical
regulations, coupled with increased EU participation in international standardisation
bodies, will be essential to boost industry’s competitiveness.

EU to sharpen trade
defence, including anti-
subsidies tools

The EU will make the most of its full toolbox of trade defence mechanisms.

By mid-2020, the Commission will explore how best to strengthen anti-subsidies
mechanisms and tool. This will be done in the White Paper on an Instrument on Foreign
Subsidies which will address distortive effects caused by foreign subsidies within the
single market. This will be followed up with a proposal for a legal instrument in 2021.

Sustainability of
construction products

Europe also needs to address the sustainability of construction products and
improve the energy efficiency and environmental performance of built assets.

A more sustainable built environment will be essential for Europe’s transition towards
climate-neutrality.

Building a more circular
economy

Europe also needs to address the sustainability of construction products and improve
the energy efficiency and environmental performance of built assets.

A more sustainable built environment will be essential for Europe’s transition towards
climate-neutrality. In line with Europe’s new growth strategy, which gives back more
than it extracts, Europe’s industry must play a leading role in the ecological transition.
This means reducing its carbon and material footprint and embedding circularity
across the economy. To do this, we must move away from the age-old model of taking
from the ground to make products, which we then use and throw away. We need to
revolutionise the way we design, make, use and get rid of things by incentivising our
industry. The new Circular Economy Action Plan puts forward a series of measures

to allow the EU's industry to seize these opportunities. At the heart of itis a new
sustainable product policy framework which will establish sustainability principles for all
products, helping to make Europe’s industry more competitive.

151



EOS ADVOCACY ACTIONS

Communication “An SME Strategy for a Sustainable and Digital Europe”

MOST RELEVANT ELEMENTS OF INDUSTRIAL STRATEGY

Element

Explanation

SMEs necessary to
rejuvenate EU economy

Competitive sustainability is Europe’s guiding principle for the future. Achieving
a climate neutral, resource efficient and agile digital economy requires the full
mobilisation of SMEs.

SMEs can benefit more
from digital economy

Only a thriving community of SMEs using digital technologies and data can position
Europe as a world leader in shaping the digital economy. Digitalisation can provide
great opportunities for SMEs to improve the efficiency of production processes

and ability to innovate products and business models. Using advanced disruptive
technologies, such as blockchain and Artificial Intelligence (Al), Cloud and High
Performance Computing (HPC) can dramatically boost their competitiveness. But
SMEs do not yet fully benefit from data, the lifeblood of the digital economy. Many are
not aware of the value of the data they create, and are not sufficiently protected or
prepared for the upcoming data-agile economy. Only 17% of SMEs have successfully
integrated digital technologies into their businesses, compared to 54% of large
companies.

Every SME should have
sustainability and digital
advice nearby

The ambition is not only to deliver user-friendly and targeted advice on sustainability
and digitalisation, but also to connect support structures so that every SME has advice
nearby.

Need to reduce
regulatory burden, which
disproportionately affects
SMEs

The single market is the go-to market for European SMEs. It accounts for 70% of the
value of SME goods exports, and 80% of all exporting SMEs sell to other Member
States. Complying with regulations, standards, labels and administrative formalities
affects SMEs more than bigger companies due to their limited financial and human
resources. These barriers deter many from doing cross-border business and scaling-
up. If they do, they often use large platforms as intermediaries, leading to uneven
levels of bargaining power. Tackling these barriers is a joint responsibility of the EU
and Member States. From its part, the Commission is committed to reduce the
burden on SMEs and to give them a stronger voice along the Better Regulation cycle.
Under the regulatory fitness and performance programme (REFIT), the Commission
systematically screens existing EU legislation with the aim to reducing burdens and
simplifying legislation.

New information portal to
raise awareness of SMEs
on trade policies

Global markets are an important source of growth for SMEs. However, only 600,000
SMEs employing roughly 6 million people export goods outside the EU. In multilateral
and bilateral dialogues, the Commission will promote an SME-friendly environment

in third countries through the exchange of good practices with its partners. It will
also launch a new information portal to raise awareness of SMEs on trade policies
and provide detailed information on customs procedures and formalities for
exporting to third countries. SMEs benefit more from rule-based trade opening than
large companies, which have more resources for overcoming trade barriers. To
simplify access to international markets by SMEs, the Commission is continuously
negotiating new trade and investment agreements and challenging trade barriers that
disproportionately affect SMEs

Improving Access to
Financing

Access to finance is essential for SMEs to finance the investment needs for the
transition. However, at all stages of development, small businesses struggle more
than large enterprises to get finance. SMEs face a major finance gap in Europe of
EUR 20-35 billion despite substantial support programmes at EU and national level,
and in some Member States, access to finance remains one of the key problems
they face. EU banking regulation must provide the foundation for a stable banking
system that delivers adequate finance to all businesses. The EU banking package
maintained the SME supporting factor and extended it to all loans provided to SMEs.
The Commission will ensure that any future financial market legislation takes account
of the interests of European SMEs and supports their uninterrupted access to a wide
array of financing options.
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With respect to the Industrial Strategy, in the next few

months, EOS focused its advocacy activities on two

key items:

® The Bioeconomy, which has been so far neglected in
the Strategy, needs to be given appropriate standing
in the European legislation

® The Industrial Strategy acknowledges that: to be-

come more competitive as it becomes greener and

EOS Annual Report 2019 - 2020

more circular, industry will need a secure supply of
clean and affordable energy and raw materials. At the
moment, the focus of EU institution is on imported
raw materials. We will emphasize that in an increas-
ingly tense geopolitical context, unlike most fossil
fuels-based products, wood-based products offer
security of supply as raw materials can be sourced
and produced in Europe.

6.4.1 EOS Letter to the Members of
the EU Parliament “Bioeconomy
shall be part of the new long-term
strategy for Europe’s industrial
future”

In Mid April 2020, the European Parliament started its
work related to the Initiative Report titled ‘A new long-
term strategy for Europe’s industrial future’. According
to a firstinsight, the industrial strategy (review in the light
of the economic implications caused by the coronavirus
outbreak) will be a priority topic of the European Union
when Germany will takes over the rotating presidency

of the Council of the EU in the second half of this year
(July 2020).

Considering that the EU Communication titled "A New
Industrial Strategy for Europe” disregards the value of
the Bioeconomy in achieving a green and sustainable
growth, while energy-intensive industries play a primary
role in the Strategy, EOS sent a letter to all Members of
the EU Parliament urging them to consider the key role
of the Bioeconomy in achieving a sustainable and green
Industrial Strategy.

Copy of the EOS letter is here reported.

153



EOS ADVOCACY ACTIONS

154

‘ \ ~1 .:,] 20 April 2020

Dear Member of the European Parliament,

The European Organisation of the Sawmill Industry calls for a new long-term strategy
for Europe’s industrial future that includes the essential role of the sustainable bio-based
industries and promotes the use of green and environmentally friendly products, such as
wooden materials.

The European Commission itself has calculated the Bioeconomy as representing 18 million
jobs and 2.3 Trillion EUR, yet this is largely disregarded in the leaked EU Strategy. We find
this hard to believe and understand. Although some parts of the Bioeconomy are already
long-established, in recent years, due to new technological developments, the Bioeconomy
has proven to be a tool to reduce dependency on fossil fuels-based products and lead new
and innovative bio-based solutions. In an increasingly tense geopolitical context, many of
these solutions, unlike most fossil fuels-based products, also offer security of supply as raw
materials can be sourced and produced in Europe.

Considering that the primary objective of the Industrial Strategy is to create favourable
conditions for the development of an environment-friendly industrial fabric, the new European
Industrial Strategy should include a Bioeconomy focused on the production and utilisation
of biological resources to generate high-value bio-based products. Overall, the Bioeconomy
encompasses the traditional Bioeconomy sectors, such as agriculture, forestry and forest-
based industries, fisheries and aquaculture, as well as related processing and service
industries, such as food, paper, textiles, construction, chemistry and biopharma. Demand
for bioproducts is rapidly growing worldwide and represents an immediate and effective way
to reduce carbon emissions. This is a major economic opportunity for Europe that shall not
be missed.

For these above-mentioned reasons, the European Sawmill Industry would like to suggest
you the following proposal for amendments.

* Calls on the Commission to consider the key role of the Bioeconomy in achieving
a sustainable and green Industrial Strategy. The European Bioeconomy Industry is
already a world-leading sector and its competitiveness should be fully recognised
in the new long-term strategy for Europe’s industrial future.

* Calls on the European Commission to create favourable market conditions in order
to ensure that Europe will remain a global leader in developing, manufacturing, using
and exporting bio-based solutions in order to move towards a low carbon future.
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* Calls on the European Commission to prepare a “Renovation Wave’ Initiative
and Strategy on the built environment” that favour climate friendly materials. The
construction sector has opportunities over the short and long term to reduce
emissions of carbon dioxide through the choice of materials with a low environmental
impact and through energy-efficient structures. Increasing the use of wood products
is part of the solution for the sustainable Europe’s industrial future.

Calls on the European Commission to enhance support for European exporters
to gain market share in non-European markets. EU SMEs should be particularly
targeted. They need unbureaucratic backing in the form of market intelligence
and access. European Investment Forum in big foreign markets focusing on the
bioeconomy industries should be organized to facilitate connections between local
stakeholders and European exporters.

Calls on the European Commission to prepare “An update of the Skills Agenda for
Europe in 2030” aiming at retraining and reskilling of the workforce for an evolving
European Bioeconomy Industry. As the bioeconomy operates across a wide variety
of sub industrial sectors, each have their own particular skills needs that shall be
taken into account.

In the framework of the “An update of the Skills Agenda for Europe in 2030”, calls
investments and measures in skills to support growth and opportunity across
Europe; in particular these measures will include actions to address the shortage of
skills within the bioeconomy and establish a world class education system.
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6.4.2 The EU Parliament: “A New
Industrial Strategy for the EU
Recovery, Reconstruction and
Transformation”

On 6 May 2020 the EOS Secretariat received a copy of the
draft working document "A New Industrial Strategy for
the EU Recovery, Reconstruction and Transformation”
elaborated by MEP Carlo Calenda, who is rapporteur for
the European Parliament Industrial Strategy Report. The
document was an early report focusing on the elements
for an efficient recovery and reconstruction of the of the
European Industry, in light of the current COVID-19 crisis.
Although it was reasonable to think that additional key
elements could still be added in the report (in subsequent
stages), nevertheless — considering that the biobased in-
dustries (and consequently the entire wood value chain)
were not recognised as a component of the Industrial
Strategy, it has been essential to immediately start to
advocate for this recognition.

Timeline:

The EP political groups had until 13 May for comments.
The formal draft report was expected to be presented on
20 May, leaving a week (maximum 2 weeks) for amend-
ments. The vote should follow in June/July.

The EOS requests:

Looking at the structure of the Calenda’s document,
2 key points can be introduced and/or more emphasised
in the Report:

1. Bioeconomy and the use renewable and sustainable
materials should be introduced. Rebooting economic
growth (disrupted by the contingencies measures im-
posed to stop the COVID-19 propagation) and climate
change both represent a global problem that need a
coordinated response. While dealing with immediate
problems such as high unemployment, inflationary
pressures or fiscal deficits, climate change imposes us
to look to the future and take new ways of ensuring an
environmentally friendly and sustainable growth. Are-
turn to “business as usual” — meaning a dependence
on fossil-based resources — is not a wise option. The
development of the European industrial ecosystems
should equally merger economic, social and environ-
mental needs. In contrast to the take-use-dispose
paradigm typical of the traditional linear economy,
the European industrial ecosystems should be based
on a circular economy where resources, preferably
renewable and sustainable, are kept in use for as
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long as possible. In this sense, the European Industrial
Strategy and the recovery plan should create favour-
able conditions for a Bioeconomy focused on the
production and utilisation of biological resources to
generate high-value bio-based products.

2. More emphasis on green buildings — It is undeniable
that the construction sector contributes greatly in
the economic growth of a nation (estimated 9% of
Gross Domestic Products) at the same time, according
to United Nations Environment Programme, the
building and construction sector accounts for 40%
of worldwide energy use, 30% of energy-related
greenhouse gas emission, nearly 12% of water
use, and almost 40% of waste. For this reason,
the environmentally responsible and sustainable
construction sector should be a focus of the EU
recovery and Industrial plan. Appropriate policies are
needed to raise awareness of the benefits of green
buildings, and to encourage the creation of green
projects. Furthermore, Europe should facilitate the
transition to green buildings and sustainable cities.
In this sense, Green Public Procurement aiming at
favouring the use of sustainable materials in buildings
should be promoted.

EOS Members support:

In order to support these requests and to advocate
for introducing a reference to the bio-industries in the
Calenda’s report, the EOS Members were asked to con-
tact their National Members of the EU Parliament in the
ITRE committee.

Summary of the calenda’s working
document:

The resolution is structured in four parts and it aims at
finding effective solutions to exit the emergency phase, and
support the industrial system in the reconstruction phase.

Phase 1 Recovery - focus is given to an appropri-
ate financing to restart the economy, welcoming the
Temporary State Aid Framework and giving preference
to grants supporting scheme.

Toolkit phase 1 - it lists a series of characteristics for
an effective Recovery Fund (RF) that should be be putin
place quickly. It should be diversified among the sectors,
with a mention of tourism and aviation as particularly
hit sectors. The RF should both support national fiscal
scheme aimed at incentivizing equity injections by the
private sector and also allow companies to convert part



of the loans given by RF in equity support. Additionally,
a stronger defensive toolkit toward unfair global compe-
tition is mentioned.

Phase 2 Reconstruction and Transformation - to
be noted in this phase, a push towards a climate neu-
tral production and circular economy, with a call for “a
dashboard of climate targets as a roadmap to shape the

industry of the future” and to “orient future industrial and

investment decisions”. Some actions related to specific

sectors and policy areas are the following:

® Maximise the energy efficiency and carbon sav-
ings potential of buildings stock. Along with the
upcoming proposal on the renovation wave policies,
energy efficiency of buildings should be fully priori-
tised and accelerate deep renovations to enable not
only better energy performance of buildings but also
to provide a healthy and zero emissions buildings
stock. In addition, the policies should also define
minimum indoor climate criteria, especially for the
most vulnerable occupants such as children, elderly
and sick persons (social care, healthcare facilities) or
low-income groups (social housing);

® Supporting the development of smart and zero
emission cities;

® Boostdigitalization to stay competitive at global level,
i.e. investments in 5G and 6G, data economy, ar-
tificial intelligence, smart production and mobility.
Innovation and reskilling, as well as an integrated
approach at local, regional and EU level.

® Play a proactive role in the reform of the WTO and
strengthen rules to increase transparency and notifica-

tion and establish trade and sustainable development
chapters in the FTAs.

Toolkit phase 2 - in this section, climate change pro-
visions are largely supported. The Parliament asks the
Commission for an allocation of 120 billions for the
Horizon Europe programme; with 35% of it to be devoted
to climate change with climate proofing provisions to be
introduced into all legislation and avoiding investment
with a potential negative climate impact. Environmental
and social criteria should be made mandatory in public
procurement and replace the “lowest price criteria” when
awarding contracts.

From a trade perspective, the resolution calls for the ap-
proval of International Procurement Instrument with the
highest social and environmental standards and the estab-
lishment of Foreign Direct Investment screening to pro-
tect EU know-how, industries and strategic infrastructure.
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Finally, it is interesting to see that the Rapporteur

proposes:

® to establish a due diligence obligations that cover
the whole supply chain and enlarging the scope of
minerals and metals covered.

® to introduce a social and environmental traceability
along the entire production chain. In this line, due
diligence obligations that cover the whole supply chain
should be established. (Unclear if this measure should
apply to specific sectors or to the entire EU production.)

Additionally, a joint letter was prepared by the wood
value chain represented by EPF, EOS, CEI-BOIS and FEP.
The President of EPF, Mr Fantoni delivered our common
requests on behalf of our Organisations, creating a bridge
between the Italian MEP and the EU wood Industries.

In a nutshell, the joint letter states:

® The European Industrial Strategy and the recovery plan
should create favourable conditions for a Bioeconomy
focused on the production and utilisation of natural,
sustainable climate friendly resources to generate
high-value industrial products.

® An environmentally responsible and sustainable con-
struction sector should be at the heart of both the EU
recovery plan and New Industrial Strategy. Appropriate
policies are needed to raise awareness of the benefits
of green buildings, and to encourage the creation of
green projects within the framework of the Renovation
Wave and the Sustainable Built Environment Initiative
to maximise the energy efficiency and carbon savings
potential of buildings stock.
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EUROPEAN PANEL
FEDERATION

WOOD-BASED PANELS

Bruxelles 13/05/2020

Egregio Onorevole Calenda

L’Europa ed il mondo politico debbono fare i conti con I'epidemia di Covid-19, la quale non solo
rappresenta una grave emergenza sanitaria pubblica, ma ha causato un grave shock negativo per le
economie globali e dell'Europa. Purtroppo, anche la Sua visita presso il nostro stabilimento, fortemente
attesa lo scorso 21 marzo, € stata annullata. Sicuramente, il team Fantoni sara lieto di accoglierLa non
appena sara possibile tornare a spostarsi in completa sicurezza.

Quest’oggi, mi permetto di scriverLe in merito al rapporto industriale, che Lei insieme ai colleghi
eurodeputati state preparando. Un ambizioso progetto di ripresa economica nel quale la filiera legno deve
assolutamente far parte. Attraverso il supporto del’On. Bonafé, le organizzazioni del legno presenti a
Bruxelles, EPF, CEI-Bois e EOS hanno provato ad organizzare un incontro con Lei al fine di poterLe
illustrare quelle che sono le opportunita che la nostra filiera offre per uno sviluppo industriale competitivo e
ecosotenibile.

In allegato, copia del messaggio congiunto che EPF, CEI-Bois, FEP e EOS hanno preparato. Spero che
nei prossimi giorni, Lei possa prendere in considerazione una video chiamata con i rappresentanti delle
sopraccitate organizzazioni.

In estrema sintesi, mi permetto di riassurmLe i punti chiave delle richieste della filiera legno:

e Lo sviluppo di ecosistemi industriali europei deve fondarsi su considerazioni economiche, sociali e
ambientali. Contrariamente al paradigma di “produzione-consumo-smaltimento” tipico della tradizionale
economia lineare, gli ecosistemi industriali europei dovrebbero basarsi sui principi dell'economia circolare
in cui le risorse, preferibilmente rinnovabili e sostenibili, sono mantenute in uso il pit a lungo possibile. In
questo senso, la strategia industriale europea ed il piano di risanamento dovrebbero creare condizioni
favorevoli per una bioeconomia incentrata sulla produzione e I'utilizzo di risorse naturali, sostenibili e
rispettose del clima finalizzate a generare prodotti industriali di alto valore.

o |l settore dell'edilizia dovrebbe essere al centro sia del piano di risanamento dell'UE sia della nuova
strategia industriale. Per tale motivo, sono necessarie politiche appropriate per sensibilizzare I'opinione
pubblica sui benefici degli edifici che favoriscono I'utilizzo di materiali ecologici. Servono inoltre azioni
concrete per favorire progetti di rinnovamento e ristrutturazioni ecosostenibili, efficienza energetica e
risparmio di carbonio negli edifici.

Nella speranza di potere condividere con Lei uno scambio di idee e di proposte, Le porgo i miei piu
cordiali saluti

RNNOrE =g

EPF Chairman
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EUROPEAN PANEL
FEDERATION

WOOD-BASED PANELS
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Brussels, 13 May 2020

Dear Honourable Member of the European Parliament,
Dear Mr Calenda,

We the undersigned, would like to kindly draw your attention as Rapporteur on the New Industry Strategy on
behalf of the Committee on Industry, Research and Energy and within the framework of the elaboration of your
working document “A New Industrial Strategy for the EU - Recovery, Reconstruction and Transformation”, to
the following points:

1. Rebooting economic prosperity (disrupted by the contingencies measures imposed to stop the COVID-19
propagation) and climate change both represent global challenges that require a coordinated response.
While dealing with immediate problems such as high unemployment, inflationary pressures or fiscal deficits,
climate change obliges us to look to the future and find new ways of ensuring an environmentally friendly
and sustainable prosperity. A return to “business as usual” - meaning a dependence on fossil-based
resources - is not an option. The development of the European industrial ecosystems should equally
merge economic, social and environmental concerns. In contrast to the take-use-dispose paradigm typical
of the traditional linear economy, the European industrial ecosystems should be based on the
principles of circular economy where resources, preferably renewable and sustainable, are kept in use
for as long as possible. In this sense, the European Industrial Strategy and the recovery plan should
create favourable conditions for a Bioeconomy focused on the production and utilisation of natural,
sustainable climate friendly resources to generate high-value industrial products.

2. Itis undeniable that the construction sector contributes greatly to the economic growth of Europe (an
estimated 9% of EU-27 Gross Domestic Product) at the same time, according to United Nations
Environment Programme, the building and construction sector accounts for 40% of worldwide energy use,
30% of energy-related greenhouse gas emission, nearly 12% of water use, and almost 40% of waste. For
this reason, an environmentally responsible and sustainable construction sector should be at the
heart of both the EU recovery plan and New Industrial Strategy. Appropriate policies are needed to
raise awareness of the benefits of green buildings, and to encourage the creation of green projects within
the framework of the Renovation Wave and the Sustainable Built Environment Initiative to maximise the
energy efficiency and carbon savings potential of buildings stock. Furthermore, Europe should
facilitate the transition to green buildings and sustainable cities. In this sense, Green Public Procurement
aimed at favouring the use of climate friendly, zero fossil-carbon materials in buildings should be promoted.

Yours sincerely,

European Panel Federation (EPF)

European Organisation of the Sawmill Industry (EOS)
European Federation of the Parquet Industry (FEP)

European Confederation of Woodworking Industries (CEI-BOIS)
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The European Panel Federation (EPF) has members in 25 countries and represents the manufacturers of
particleboard, MDF, OSB, hardboard, softboard and plywood. The EU wood panel industry has an annual
turnover of about 22 billion Euros, creates over 100,000 jobs directly and counts more than 5,000 enterprises
in Europe. www.europanels.org

Through its member federations and associated members, the European Organisation of the Sawmill
Industry (EOS) represents some 35,000 sawmills manufacturing sawn boards, timber frames, glulam,
decking, flooring, joinery, fencing and several other wood products. Together they represent around 80% of
the total European sawn wood output in a sector that has a turnover of around 35 billion EUR and employs
about 250,000 people in the EU. www.eos-oes.eu

The European Federation of the Parquet Industry (FEP) reunites more than 50 European parquet
manufacturers, 8 national parquet associations and around 20 suppliers to the industry. It is the main body
representing and defending the interests of the European parquet industries at all relevant levels.
www.parquet.net

The European Confederation of Woodworking Industries (CEI-Bois) represents 21 European and
National organisations from 15 countries and is the body backing the interests of the whole industrial
European wood sector: more than 180.000 companies generating an annual turnover of 133 billion euros and
employing 1 million workers in the EU. www.cei-bois.org
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6.4.3 EOS Contribution to the stakeholder consultation on
the Industrial Strategy launched by the Committee of the Regions

In May 2020, EOS provided answers to the to the stake-
holder consultation launched by the Committee of the
Regions on "A new industrial strategy for Europe”.

Through a written consultation revolving around six
specific questions, the Committee of the Regions, lead

Written stakeholder consultation

by the Rapporteur Jeanette Baljeu (NL) was developing
an opinion on A new Industrial Strategy for Europe” on
the basis of the Commission homonym document.

"A new industrial Strategy for Europe”

Committee of the Regions Opinion on A new Industrial Strategy for Europe

Rapporteur Jeanette Baljeu

Contribution submitted by the European Organisation of the Sawmill Industry (EOS)

1. What should be the focus of the development of European industrial ecosystems,
including in the light of the current COVID-19 situation?

Rebooting economic growth (disrupted by the con-
tingencies measures imposed to stop the COVID-19
propagation) and climate change both represent a
global problem that need a coordinated response.
While dealing with immediate problems such as high
unemployment, inflationary pressures or fiscal deficits,
climate change imposes us to look to the future and
take new ways of ensuring an environmentally friendly
and sustainable growth. A return to “business as usual”
—meaning a dependence on fossil-based resources — is
not a wise option.

The development of the European industrial eco-
systems should equally merger economic, social and
environmental needs. In contrast to the take-use-
dispose paradigm typical of the traditional linear
economy, the European industrial ecosystems should
be based on a circular economy where resources,
preferably renewable and sustainable, are kept in use
for as long as possible.

2. In your opinion, should the EC adapt competition rules and the State aid framework to
new technological and global market development? If so, could you give us an example?

In line with the considerations already expressed by
BusinessEurope on several occasions, the EU must
strength member states’ and companies’ ability to face
global competition, including by further strengthening
the European single market, fighting unfair trade prac-
tices, and by promoting European standards through
comprehensive trade deals.

The EU should reflect on the possibility of to use envi-
ronmentally-related taxes in order to offer favourable
market conditions to green products and materials.

In order to facilitate the transformation to a low-carbon
economy, state aid exemptions should be allowed for
services & products with a clear low-carbon purpose
and in presence of a low-carbon development plan. (In
line with the Article 107(3b) TFEU: in the context of the
European low-carbon transition, the potential exemptions
to ‘an important project of common European interest’
and to ‘facilitate the development of certain economic
activities' (107(3c.)) are relevant). Projects related to the
development of the Bioeconomy should be recognised
as important project of common European interest.
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3. How could the position of Local and Regional Authorities (LRAs) be strengthened
through the new Industrial Strategy? What could the role of members of the Committee

of the Regions be in this?

Itis undeniable that the construction sector contributes
greatly in the economic growth of a nation (estimated
9% ' of Gross Domestic Products) at the same time,
according to United Nations Environment Programme,
the building and construction sector accounts for 40% of
worldwide energy use, 30% of energy-related greenhouse
gas emission, nearly 12% of water use, and almost 40% of
waste. For this reason, the environmentally responsible
and sustainable construction sector should be a focus of
the EU recovery and Industrial plan. Local and Regional
government policies are needed to raise awareness
of the benefits of green buildings, and to encourage
the creation of green projects. Furthermore, Local and
Regional governments should facilitate the transition

to green buildings and sustainable cities. In this sense,
local authorities and municipalities should promote
Green Public Procurement aiming at favouring the use
of sustainable materials in buildings.

In its role of Consultative body of the EU Commission,
the Committee of the Regions (CoR) should advocate
for the need to put in place policies that facilitate the
transformation of urban spaces and promote sustainable
cities and communities. The CoR also should facilitate
the green building promotion in civic and community
messaging (newsletters, municipal mission statements,
awards).

4. What is needed in your opinion to ensure fair competition globally

and within the EU internal market?

In order to ensure fair competition (within the EU and
globally), it is important to develop and promote har-
monised and comparable standards. Companies are
often confronted with multiple regulations and standards
creating de facto an obstacle to trade.

Free Trade agreement should include Dispute Settle-
ment Sample Clauses for facilitating the resolution of
technical barriers to trade and/or more generic barriers
to trade.

5. What role should LRAs play in the Pact of Skills in order
to ensure an inclusive digital transition of Industry?

The building industry needs to adapt to new social,
ecological and financial conditions and consequently
it will need to adopt new technologies and solutions
aiming at reducing overall the ecological footprint of the
built environment. The lack of workers and professionals
with green building expertise represent a barrier to the
growth of green buildings. Embodied carbon, or the
materials that go into a building’s construction like steel
and cement, makes up 11% of global emissions: for this
reason, it is essential to encourage life-cycle thinking
throughout the construction process, providing support

1. https://ec.europa.eu/growth/sectors/construction_en
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to the industry in what can often prove to be a complex
field of expertise.

Labour market policies need to ensure that workers
and firms are able to adjust to the changes brought by
the greening of the economy, including by seizing new
opportunities. Local and Regional Authorities (LRAs)
can facilitate the transfer of successful education and
training programs from advanced regions to regions
where knowledge is at present scarcer.
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6. Do you think the European Commission sets the right priorities?
What should be emphasised more? What is missing?

The new long-term strategy for Europe'’s industrial fu-
ture should include the essential role of the sustainable
bio-based industries and promote the use of green and
environmentally friendly products.

The European Commission itself has calculated the
Bioeconomy as representing 18 million jobs and
2.3 Trillion EUR, yet this is largely disregarded in the
EU Industrial Strategy. This is hard to believe and un-
derstand. Although some parts of the Bioeconomy
are already long-established, in recent years, due to
new technological developments, the Bioeconomy
has proven to be a tool to reduce dependency on fossil
fuels-based products and lead new and innovative bio-
based solutions. In an increasingly tense geopolitical
context, many of these solutions, unlike most fossil
fuels-based products, also offer security of supply as
raw materials can be sourced and produced in Europe.

Considering that the primary objective of the Industrial
Strategy is to create favourable conditions for the
development of an environment-friendly industrial fabric,
the European Industrial Strategy and the recovery plan

should create favourable conditions for a Bioeconomy
focused on the production and utilisation of biological
resources to generate high-value bio-based products.
Overall, the Bioeconomy encompasses the traditional
Bioeconomy sectors, such as agriculture, forestry and
forest-based industries, fisheries and aquaculture, as
well as related processing and service industries, such
as food, paper, textiles, construction, chemistry and
biopharma. Demand for bioproducts is rapidly growing
worldwide and represents an immediate and effective
way to reduce carbon emissions. This is a major eco-
nomic and environmentally opportunity for Europe that
shall not be missed.

Finally, European decision-makers should draw the right
conclusions from this pandemic: a small virus basically
upended the European economy causing what it is
set to be the hardest economic crisis since the end
of the Second World War. This means that a climate-
related general crisis might create unprecedented havoc.
A better focus on the Bioeconomy can help thwart this
dangerous prospect.

On 25 June 2020 the ECON commission of the Com-
mittee of the Regions adopted unanimously the report
on "A New Industrial Strategy for Europe”.

In line with the proposals sent by EOS to the ECON

commission, the Report states:

® ‘welcomes the new Circular Economy Action Plan
which puts forward a series of measures to allow the
EU's industries to seize the opportunities of a more
circular and bio-based approach that will ensure a
cleaner and more competitive industry by reducing
environmental impacts, alleviating competition for
scarce resources and reducing production costs; it
can further reduce

® the dependency on energy and resource imports;
underlines the importance of the transition to a
bio-based and circular economy also for employ-
ment, and of a sustainable built environment as a key
element of that transition”.
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6.5 EUROPEAN CLIMATE POLICY

The EU is competent to act in most areas of environment
and climate policy, although its action is limited by the
principle of subsidiarity and the requirement for unanim-
ity in Council on certain topics (such as tax, land use and
the energy mix). Although large parts of environmental
and climate policy are set at EU level, the main respon-
sibility for implementation lies with Member States, and
in some cases with regional and local authorities. Under
Articles 191 to 193 of the Treaty on the Functioning of the
European Union, EU environmental policy is designed to
provide ‘a high level of protection” and is based on four
principles (precaution; preventive action; rectification of
damages at source; and 'the polluter pays).

6.5.1 The European Climate Law

As part of the European Green Deal, on 4 March 2020,
the European Commission adopted a legislative proposal
for a European Climate Law, setting the objective for the
EU to become climate-neutral by 2050 and establishing
a framework for achieving that objective.

The proposed European climate law aims to com-
plement the existing EU policy framework by setting
the long-term direction for EU climate action; it raises
the ambition relative to the existing measures, which
are expected to reduce GHG emissions by only 60%
by 2050, compared to 1990 levels. The Commission
is expected to present an impact-assessed climate
target plan by September 2020, to increase the 2030
target to from 40% to at least 50% and towards 55%
compared with 1990 levels and intends to propose
to amend the climate law accordingly. The proposed
regulation would require EU institutions and Member
States to take the measures necessary to achieve the
collective climate-neutrality objective, taking into
account fairness and solidarity among Member States.
By 30 September 2023, and every five years thereafter,
the Commission would have to assess collective pro-
gress towards climate neutrality and on adaptation, the
consistency of relevant EU and Member State measures
with the climate neutrality objective, and the adequacy
of relevant EU and national measures for progressing
on climate adaption.

- The Clima Law applies to anthropogenic emissions
and removals by natural (such as forests) or other
sinks of the greenhouse gases emissions. The transi-
tion to climate neutrality will requires changes across
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the entire policy spectrum and a collective effort of
all sectors of the economy and society.

- To be noted: the Climate Law allows the Commission
to review targets every five years and propose new
emissions-cutting benchmarks, in 2035, 2040 and
2045 "by delegated acts” (meaning without having
to go through full negotiations with the European
Parliament and EU member states) and having consult-
ed with national experts. Acknologing that "delegate

acts” traditionally create tensions at political level, the
draft Requlation introduces the possibility that the
delegation of the power can be revoked at any time
by the European Parliament or by the Council. (As per
Article 9 of the draft Regulation).

The EU regulatory framework for achieving the targets
up to 2030 was set during the 8" parliamentary term.
Council and Parliament have adopted new rules and




2030 emission targets for specific sectors, strengthening

and extending previous targets. Specifically:

® Energy and industry: the EU emissions trading system
(ETS), which covers around 45% of the EU's green-
house gas emissions, has been reformed. Emissions
covered under the ETS must be reduced by 43% by
2030 compared with 2005 levels.

® Transport, buildings and agriculture: the Effort Sharing
Regulation requires emissions in these sectors to be
cut by 30% by 2030 compared with 2005 levels.
Specifically on transport, revised CO, standards for
cars and vans and the first-ever CO, standards for
trucks and buses require that the CO, emissions of
new vehicles do not exceed 30% of today's levels
by 2030.

® | and use and forestry: the regulation on the land-use
sector requires greenhouse gas emissions from land
use and forestry to be offset by the removal from the
atmosphere of at least an equivalent volume of CO,
in the period from 2021 to 2030. Energy efficiency:
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a directive adopted in December 2018 sets a binding
energy efficiency target of 32.5% for 2030.

® Renewable energy: a directive adopted in December
2018 sets a new renewable energy target of 32%
for 2030.

Prior the publication of the EU Clima Law, the European
Commission gathered feedbacks from stakeholders,
including business associations.

EOS prepared a feedback by emphasizing the following

points:

® |mportance of using wood-based products to decar-
bonize the economy

® Necessity to keep forests healthy so they can provide
their services, including timber supply, even in the future

® \Wood is one of the few natural and renewable raw ma-
terials available in Europe and, unlike other materials,
does not need to be imported from third countries:
security of supply.

EOS Feedback to European climate law -

achieving climate neutrality by 2050

The European Organization of the Sawmill Industry
(EOS) welcomes the European Commission’s goal to
become more ambitious in reducing its CO2 emissions
while, at the same time ensure that no EU citizen is left
behind in the transition.

Today, 55% of the world's population lives in urban areas,
a proportion that is expected to increase to 68% by 2050.
Projections show that urbanization, the gradual shift in
residence of the human population from rural to urban
areas, combined with the overall growth of the world’s
population could add another 2.5 billion people to urban
areas by 2050, with close to 90% of this increase taking
place in Asia and Africa. This willimply the need for more
buildings and more products.

Protecting the environment means ending our depend-
ence on fossil fuels-based products. The European
climate law should build a legislative framework that
create favourable conditions for placing on the market

sustainable and climate friendly products and enhancing
solutions that already exist such as the Bio-Economy.

The European sawmill Industry is the backbone of the
bioeconomy and has a great potential to reduce CO,
emission by providing the most sustainable environ-
mental products particularly in the construction sector.
Nevertheless, specific EU interventions are needed:

1. The climate law should create a mecha-
nism that rewards “CO, saving”.

If the EU is to achieve its zero-carbon target in 2050, an
enhanced use of wood-based products in construction
is fundamental. The Intergovernmental Panel on Climate
Change has produced a report on "climate change,
desertification, land degradation, sustainable land man-
agement, food security, and greenhouse gas fluxes in
terrestrial ecosystems” in August 2019 in which it states
that "Sustainable forest management can maintain or
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enhance forest carbon stocks, including by transferring
carbon to wood products, thus addressing the issue of
sink saturation. Where wood carbon is transferred to
harvested wood products, these can store carbon over
the long-term and can substitute for emissions-intensive
materials reducing emissions in other sectors.

To this end, the Climate Law needs to recognize the
benefits of wood as a building material. Wood is remark-
ably strong in relation to its weight, and it provides good
insulation from the cold. Wood is highly machinable and
can be fabricated into all kinds of shapes and sizes to fit
practically any construction need. Wood is also the per-
fect example of an environmentally sustainable product;
itis biodegradable and renewable and carries the lowest
carbon footprint of any comparable building material.
In addition, no high-energy fossil fuels are required to
produce wood*. The Updated Bioeconomy Strategy,
published by the European Commission in October
2018, states that “the circularity and defossilisation of
major economic sectors, including [..] the wooden
construction sector, offer possibilities for long-term
carbon sequestration and implementation of the low
carbon economy”?. EOS thus calls for a climate law that
in line with the Bioeconomy Strategy calls for encour-
aging the utilization of wood as a building material.
A mechanism that rewards “CO, saving” should be put
forward in the Climate Law (substitution effects of wood
products). Everyday life is dominated by non-renewable
consumables and products. Bio-based applications are
still representing a minor share of materials consumed
and we need to create the conditions to enhance the
use of timber in construction.

2. The climate law should mobilise financial
resource for developing green industries
bioeconomy in the first place.

Efforts are needed to mobilise the financial sector

in accelerating the move towards a prosperous and
sustainable Europe in 2050. To achieve this, a stable, fair

1. http://www.understandconstruction.com/wood.html

and favourable investment framework in Europe will be

key in order to boost innovation and competitiveness
in Europe.

3. Security of raw materials supply shold be
integrated in the climate law.

In an increasingly delicate geopolitical landscape, with
trade tensions on the rise, security of supply will be
one of the defining geopolitical issues of the coming
decade. The EU Commission has recognized that: while
international competition for raw materials is becoming
more intense and production is moving towards other
world regions, the EU is looking for ways to implement
more responsible and sustainable sourcing strategies?.
EOS would like to stress that wood is one of the few
natural 