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Overview

» The SLA Restrained Canadian Imports and Increased Prices
» Without Restraint, Canadian Imports Are Likely to Increase
» Demand Likely to Remain Flat in 2002

» Canadian Imports Will Depress U.S. Prices

» Domestic Industry Is Vulnerable

» No Other Known Causes of Injury Exist



The SLLA Restrained Volumes and
Increased Prices

» Lindsey et al: Price effect of $50-$80/mbf or 15-25%

» Zhang: Price effect of $59/mbf (16%) and volume effect of
17%

» Fukuda: Price effect of 15%

» Stoner et al: Price effect up to $88/mbf (22%), and volume
effect of 12%



The Gap Between Prices for Eastern SPF in Toronto and
the Great Lakes Area Increased During the SLA
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Canadian Imports Surged Between the Expiration of the SLA and
the Imposition of Preliminary Countervailing Duties
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Canadian Imports Continued to Surge In the First Quarter of 2002
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Distribution of U.S. Market Share Among Canadian Provinces Did
Not Significantly Change Under the SLA
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During Periods Without Trade Restraints, Canadian
Softwood Lumber Import Penetration Rose Dramatically
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Index (1995 = 100)

Canadian Lumber Capacity Grew More Rapidly than U.S. Capacity
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Canadian Producers Projected Increased Production in 2002 and 2003
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Other Markets Will Not Absorb
Increased Canadian Production

» The Rogers report predicted a slowdown in Canadian housing

starts 1n 2002 and 2003 and “continued slowmg” of the
Japanese market

(Rogers Report Oct. 2001 )

» RISI characterized the Japanese market as “horrible” and
facing “deep structural problems”

(RISI January 2002)

» RISI projected that Canadian demand would increase by only
100 MMBF in 2002

(RISI March 2002)
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Demand Forecasts Were Mixed
in Early 2002

» Forecasts Available in January 2002 When Canadian Producers
Predicted 8.9% Production Increase:

* BC Economic Forecast Council: 2002 down 2.5%, 2003 up 2.9%
* Rogers Study for BC MoF: 2002 down 2.0%, 2003 up 0.6%

* BOA Report: 2002 down <1%, 2003 up about 2%

» Forecasts Accounting for Slowdown in Housing Starts in March-
April 2002:

e RISI March 2002: 2002 up 0.9%, 2003 up 4.3%

« NAHB: Apr. 2002: 2002 up 1.7%, 2003 down 2.9%
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Housing Starts Declined in Each Month from February to April 2002
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The U.S. Industry Curbed Production Much More than Did the Canadian Industry
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Mill Closures and Capacity Reduction in
the U.S. Far Exceeded Those in Canada
(1999-2001)
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Canadian Imports Continued to Outpace U.S. Demand and

Production During the First Quarter of 2002
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Third Country Imports: Low Volume, High Price
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