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1 GENERAL ECONOMIC TRENDS AFFECTING THE FOREST INDU STRIES
SECTOR

At the moment, the Dutch economic climate is suang will probably stay summery

for some time. Last year, the speed of GDP grovathbted to 3%, and economic
prospects are still favourable for 2007 and 20G8%®in both years. Economic ten-
sions will rise further, especially at the labouarket. Unemployment is expected to
decrease to an average of 4% of the labour forc008, which will consequently

lead to upward pressure on contractual wage groWib. Dutch economy is not ex-

pected to become overheated this or next year, VewEinancial burden increases by
the new cabinet, among other things, will keepatgvconsumption from growing as
fast as it did in the beginning of this centuryv&al policy measures contribute to an
improvement of the general government financiahbeg in 2008.

As in 2006, domestic expenditure and exports botimtfor 50% of GDP growth,
which means that this growth is broadly based.a@eiconsumption is expected to in-
crease by 2%2% this year. Due to rising wages andoymment, disposable household
income will come out higher. In addition, househcdghital has increased, thanks to
higher house prices and share prices. Greatertweadt the ensuing optimism stimu-
late the purchase of mainly durable private consiommgoods. Next year, private
consumption growth will smooth to 13%. Higher tages social security contribu-
tions and higher inflation contribute to negativeghasing power developments, put-
ting pressure on private consumption.

Entrepreneurs in the manufacturing industry arenogtic about the economy. Influ-
enced by the pick-up in production and by favourairbfitability, gross fixed in-
vestment is expected to increase in both 2007 808, After a strong decline in the
first half of this decade. Re-exports keep on gnoygpectacularly, by more than 10%.
The 'made in Holland' exports have the potentigirtmv by 3%2% in this year and in
2008, driven mainly by favourable international elepments.

Employment in the market sector will probably rtse 2% in full-time equivalents-
the highest growth since 1999. Also in 2008, emmiegt will continue to rise, al-
though the growth speed will moderate slightly. Foyment in both years will in-
crease considerably faster than the labour forgesing a steady decrease of unem-
ployment, to an average of 4% of the labour forc008. This figure falls amply
short of the estimated level of equilibrium unenyph@nt, which means tightness on
the labour market.

Due to increasing tensions on the labour marketiractual wage increases pick up in
the estimate from 2% in 2007, to 3% next year.Q8& social security premiums for
employers increase due to the estimated rise ofniteme-related contribution for
medical expenses. Due to both effects, the ridabafur costs in the market sector ac-
celerates from 2%:% this year to 4¥2% in 2008. lidftais expected to increase from
1%2% in 2007 to 2% in 2008- partly as a consequehbeyher labour costs and higher
indirect taxes.



2 POLICY MEASURES INFLUENCING TIMBER TRADE AND MARK ETING

a. National Guideline for the Assessment of Certiéid Wood Products

In relation with the discussions on the labellimtythe Dutch government took the ini-
tiative in 2002 to set up a guideline for the assest of certified wood products
based on the Dutch standards for sustainable forasagement. Wood and wooden
products brought on the Dutch market which fulfietstandard could be provided
with a special mark.

The whole process is co-ordinated by the ministr{Housing, Spatial Planning and
the Environment (VROM). A broad variety of enviroental and organizations for in-
digenous people are involved, also different braoajanizations from forestry and
the forest based industry and officials from diigr ministries. In 2003 the final draft
of the Guidelines was produced together with aregssient protocol. In 2004 these
drafts were evaluated on their performance intgilsm which wood products were
imported from different countries. Comments wergcdssed and the project group fi-
nalized their documents.

At the end of 2005 there was an agreement aboutahient of the national guideline.
However the environmental organisations could goé@ with the proposed organisa-
tional structure and withdraw from the process. Thaistry decided to continue.
Next step was to install the Equivalence AssessiBeatd which performed a test run
on 6 certification systems. The purpose of this i@és was to analyse if the Guideline
was workable in practice. The final report was mit#dd mid August this year.

The Board came to the conclusion that none of tebted certification systems were
fully compatible with the Dutch set of criteria. Btdmportant reason for this result is
the complexity of the guideline and the very dethiset of criteria. The Board rec-
ommended to set up an improved and simpler setitefia which will be solely used
for the purpose gbublic timber procurement (the guideline was originally set up as a
forest certification scheme as well as a systemefpuivalence assessment). After a
round of consultation-meetings with relevant stakkéérs, planned for September, the
new assessment system for timber procurement iscéegh to be operational before
the end of 2007.

b. Public procurement in the Netherlands

The Netherlands is in the process of developingpitblic procurement policy on
wood-based products. The policy will address thelpasing of all wood-based prod-
ucts for the Dutch government in order to secueetfocurement of products which
come from sustainable managed and legally harvéstedts. In 2010 all timber pro-
cured by central government should come from aaswable source. Before 2010 it
should preferably come from a sustainable sourceatrihe least come from a legal
source. For legal timber the Dutch governmentdeasded to use the UK (CPET) cri-
teria for legal timber. For sustainable timber gevernment (at the request of the
Dutch parliament) has been working with stakehalden National Assessment
Guidelines (BRL) for a Dutch national certificatispstem for sustainable forest man-
agement and the chain of custody of timber origigafirom sustainable managed for-
ests.



c. Combating lllegal Logging and related trade

The Netherlands continues to play an active rokaénfight against illegal logging and re-
lated trade. At the Government-to-Government Ldiiel Netherlands government sup-
ports the European Commission in its developmentadfintary Partnerships and the as-
sociated Legality Assurance Systems. Malaysia, riedia and Ghana have all three
opened formal negotiations with the European Comions The Netherlands supports the
VPA negotiations in Malaysia and Ghana. It is ndsodooking into the option of ex-
panding its FLEGT related support to Indonesi&2008 emphasis will also be laid on im-
plementing the customs regulations necessary teived-LEGT timber from FLEGT
partner countries. At the Business-to-Businessl Ithee NL Government provides finan-
cial support to the two Tropical Trade Action Pldmat have been initiated by a number of
European timber trade federations.

d. Law Sustainable Produced Wood (by M. Vos)

In earlier reports The Netherlands informed the H@Eber Committee on the Dutch
Act on labelling of forest products. Originally shdraft legislation of the Dutch Par-
liament was presenting a mandatory ‘red and grakelling’ of all timber and paper
products sold in The Netherlands. After discussinrihe Upper House of Dutch Par-
liament in 2002 the initiator skipped the red lab&e European Commission subse-
quently requested the Dutch authorities to pregennhew draft law for a notification
procedure. The Commission is of the opinion thatdtaft, despite the progress made,
still contains provisions which may constitute meas of equivalent effect to quanti-
tative import restrictions. Furthermore the Commoissjuestions the exclusive refer-
ence to the Forest Stewardship Council in respecther existing systems for mark-
ing, tracing and certifying wood.

In January 2005 the Dutch Parliament treated amabized draft, which was brought
more into line with the development of the Natio@alideline for the Assessment of
Certified Wood Products. Different amendments wiiseussed with the initiator MP
Mrs. Vos. Mrs. Vos left Parliament in 2006 and opnbw the Parliament is waiting
for her answer. So far her political party, Greaftl did not take any action to revise
the draft.



3 DEVELOPMENTS IN DUTCH FOREST PRODUCTS MARKETS SECTORS

a. Wood energy

As the Commission has tightened its sustainableggrn@rget for 2020 at 20%, the

Dutch government has set the same target. In 289®ibenergy contribution to the

amount of avoided fossil energy is estimated taroeind 56 PJ, which is a slight drop
compared to 2005. This amounts around 1.7% ofdted Dutch energy supply. For

all sustainable energy sources this figure is 2.5%.

The first half year of 2006 the production of susdhle electricity was higher than

ever before, primarily as a result of using biomts$uel power plants. The second
half showed a sharp fall in biomass input becausstiaction i9n the subsidy for co-

incineration.

Due to the commercial sensitivity, Dutch compamiesrather reluctant to provide in-
formation concerning the use of biomass fuels. avalability of data has reduced

significantly over the past years. The fuels caméweerally categorized as wood pel-
lets/wood chips, agricultural residues, residuadsfthe food and snack industry, bio-
oil and animal waste. Imports of biomass have rc@matically over the past years.
In 2005 and the first half of 2006 it was estimatteat 80% of the power plants gener-
ated electricity from imported biomass, mostly wqumallets, clean agricultural resi-

dues and palm oil. No data are available for tipaiirof woody biomass.

b. Round wood

In 2006 the removals from the Dutch forests werthatsame level than in the year
before. Consumption of coniferous sawlogs in théhisidands decreased with 8%,
consumption of non-coniferous sawlogs increaseld $66.

In 2006 there was an increase in round wood triaalgx import and export were 40%
higher compared with 2005.

c. Certified forest products

Last year a monitoring for certified wood produatsthe Dutch market in 2005 was
made by Probos. Main results of the study are pteden table 1.



Table 1

Market share per certification scheme as a percentage of the total vol-
ume of timber consumed in the Netherlands in 2005, differentiated for
timber imported with a certificate and timber without a certificate but
sourced from certified forest.

With certificate From certified Total
forest

FSC 9.3% 2.9% 12.2%
PEFC 3.9% 18.1% 22.0%
MTCC 0.0% 0.3% 0.3%
CSA 0.0% 0.2% 0.2%
SFI 0.0% 0.1% 0.1%
Other* 0.1% 1.5% 1.6%
Total 13.3% 23.1% 36.4%

*) The category ‘other’ consists of imported timbdmraring the Keurhout label
(from various developed countries, and Gabon) @amber which was sourced
from certified forests but for which no certificati scheme was specified.

Sources: Probos

d. Sawn softwood

The economic indicators for The Netherlands in 280@ 2008 are rather sunny. But
recent information about the developments in theskemarket indicate a strong de-
crease in the selling market. Therefore the optimigstimate for the number of
houses ready for occupation in 2007 have to beectwd. The industry expects an ap-
position from 82,000 to 60,000 up to 65,000 housesly for occupation. The import
of sawn softwood has a strong relation with th@awuer in the house building indus-
try. We expect 3 to 4% less imports compared witba2

Up to the beginning of this year the market for saeftwood was a seller-market.
Prices were raised by 30% during 2005 and 2006witwttanding these high prices
traders purchased more sawn softwood to enlargedtoek. The storm Kyrill in the
beginning of this year resulted in a more balanoedket. Prices however continued
as yet at a higher level. The German sawmills werdronted with increasing stocks
as a consequence of the increased supply of stawa Wwut also by the reduced ex-
ports to the USA. American imports of sawn softwdamm Europe dropped in the
first months of this year with 400,000°nAlso in the Scandinavian countries exports
to Europe declined ( Sweden minus 8% in the fiustreer 2007). These developments
will undoubtedly have a downwards effect on prices.

Again the import from Germany increased strongty2006 20% of the sawn soft-

wood was imported from Germany, while front run8eveden has a market share of
27%. Imports from Finland and Norway stagnatedsé¢hfrom Sweden and Russia in-
creased about 10%.



Table 2
Key facts of the Dutch sawn softwood market

199¢ 1999 200( 2001 200z 2003 200 2005 2006

X 1000 m3
Domestic Production 19¢ 203 247 168 14¢ 164  17¢ 176 180
Net Imports 265¢ 2629 277C 2450 222¢ 2230 224t 2116 2348
Stock Change 25 -68 =23 -25 -91 9 26 139 -70

Apparent Consumption 282¢ 2900 304z 2643 246¢ 2385 239/ 2431 2458
Sources: National Statistics (CBS) / Netherland@&sber Trade Association (VVNH)/ Probos

e. Sawn hardwood

In the hardwood market the consumption remaineth@tsame level. In the non-
tropical hardwoods there was a decrease in consumpt 9%. The increase of tropi-

cal hardwoods with 6% could be found in the growimgport of different FSC spe-

cies.

The scarcity of tropical hardwoods during last yesulted in a eager buying situation
with high prices. The traders expected in the bdgmof 2007 an increasing demand.
However it looks like if the end-users of tropiderdwoods have still enough in
stock which will result in a weak demand. For 2088reduced consumption is ex-
pected.

Table 3
Key facts of the Dutch sawn hardwood market

1998 1999 2000 2001 2002 2003 2004 2005 2006

X'1000 m3
Domestic Production 153 159 143 100 109 105 98 103 86
of which tropical 40 45 40 23 25 22 19 19 19
Net Imports 468 542 634 532 431 533 534 492 511
of which tropical 276 315 405 327 277 347 377 359 381
Apparent Consumption 621 701 77 632 540 638 632 595 597
of which tropical 316 360 445 350 302 369 396 378 400

Sources: Probos, National Statistics (CBS)

f. Pulp and paper

Two paper plants in The Netherlands are using fiidsies for the production of
newsprint and for board for folding boxes. The lfréibres are produced from poplar
and Norway spruce. The consumption of round woattedesed again. Both produc-
tion plants consume also recovered fibres. Taldéalvs an increase during the last
years in the use of TMP chips mostly imported ftbm sawing industries.



Table 4
Fibre furnish of the Dutch paper and board industry

1999 2000 2001 2002 2003 2004 2005 2006
X 1000 m3 round wood equivalents under bark
Round wood 160 171 165 159 161 117 104 95
Chips 135 137 170 160 174 194 203 188
Market pulp 3,127 2,658 2,856 2,935 3,148 3,308 3,452 3,304
Recovered paper 7,719 7,846 7,540 7,710 7,725 7,735 8,001 7,625
Total fibre input 11,141 10,812 10,731 10,967 11,208 11,354 11,760 11,212

Source: Probos, VNP

Economic status of the Dutch paper and board industry
The last year was a year of transition for the papel board industry in the Nether-
lands. Large companies reorganised which resufi¢lde closure of some production
plants, also in the Netherlands. SCA Edet in Tdpand Eendracht Karton in Ap-
pingedam closed in 2006 and in yhe course of 200dyttion will also cease at
Berghuizer papierfabriek in Wapenveld. The firsbtiaad an output of some 150,000
tonnes of paper and board, or around 4% of tot&tDproduction.

In 2006 the other plants produced 3.3 million ta@rigroadly the same as in 2005.
During that period sales grew by 5% to EUR 2 hilicGales of coated paper for
graphics applications rose while sales for packgageper fell.

To cope with the rising costs of energy and rawenials, there have been great ef-
forts. In recent years to improve labour produtyivAs a result the number of em-
ployees in the industry in the Netherlands fellnfraround 5,700 to around 5,100.
This refers to personnel operating the paper aaddyoroducing machinery. The indi-
rect functions and support services amounted tarard00 employees. In the past
year the labour productivity grew from 610 to 66frtes, an increase of 8.2%.

Table 5
Recent developments of the Dutch paper and board industries

1999 2000 2001 2002 2003 2004 2005 2006

Charge in production in %:

Thermo-mechanical pulp (integrated)  11. 16.0 -2 -9 +12 -9 9 -6
Newsprint 8.0 10.0 -4 -10 +20 -1 0 0
(Other) graphic papers 20 3.0 -17 -5 +2 +4 -2 +6
Case materials 8.0 0.0 -5 +14 -6 s +5 0
Wrappings upto 150 gsm 17.¢ -8.0 -5 +2 -4 L3 0 +6
Folding boxboard and other paper & 2.0 2.0 -1 5 -3 -27%) -1 -14
board for packaging
Sanitary & household 14.C -8.0 -3 -1 -1 +4 -5 -13
Total paper & board 20 20 -5 +5 0 +4 0 -3
(Turnover [million Euro]) 1,960 2,300 2,197 2,165 2,032 1,996 1,910 1,998
Price change of production of paper andn.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a

board industries
Source: Royal VNP
*) Fire damage in the Mayr-Melnhof factory




4. TABLES

A. ECONOMIC INDICATORS FOR THE NETHERLANDS

Table 6

Key figures Dutch economy, recent CPB forecasts

Change in %, unless otherwise specified 2005 2006 2007 2008
GDP 15 2.9 2.75 2.75
Private consumption 0.7 -1.0 25 1.75
Private gross fixed investment (excl. housing) 3.1 6.4 2.75 4.5
Exports of goods 6.8 7.9 7.0 7.5
Imports of goods 6.0 8.4 7.0 7.25
Production, market sector 2.3 3.6 3.5 25
Consumer Price Index (inflation) 1.7 1.1 15 2.0
Productivity, market sector 2.3 3.6 3.5 25
Unit labour costs, manufacturing -0.8 2.2 -0.5 0
Labour income share, market sector, level in % 79.( 80.2 80.25 80.5
Employment, whole economy (persons) 0 2.3 2.25 1.25
Employment, market sector (labour years) - 0.2 1.5 2.0 1.0
Unemployment, level, % labour force 6.5 5.5 4.5 4.0
EMU-debt, level in % GDP 52.7 48.7 48.0 46.0
EMU-balance, level in % GDP -0.3 -0.7 -0.8 -0.4

Source: CPB, MEV2005



B. FOREST PRODUCTS PRODUCTION AND TRADE IN 2006, 207 AND 2008

Table 7
Forest production and trade in 2006, 2007 and 2008
Product Revised | Estimate | Forecast
Code Product Unit 2006 2007 2008
1.21.C SAWLOGS AND VENEER LOGS, CONIFEROUS
Removals 1000 ni 350 350 350
Imports 1000 ni 261 250 250
Exports 1000 ni 300 300 300
Apparent consumption 1000 ni 311 300 300
1.2.1.NC SAWLOGS AND VENEER LOGS, NON-
CONIFEROUS
Removals 1000 ni 93 100 100
Imports 1000 ni 26 20 20
Exports 1000 ni 18 20 20
Apparent consumption 1000 nd 101 100 100
1.2.1.NC.T of which, tropical logs
Imports 1000 ni 8 10 10
Exports 1000 ni 19 20 20
Net Trade 1000 ni 11 10 10
122C PULPWOOD (ROUND AND SPLIT), CONIFER-
Oous
Removals 1000 ni 230 220 220
Imports 1000 ni 62 50 50
Exports 1000 ni 148 140 140
Apparent consumption 1000 ni 144 130 130
1.2.2.NC PULPWOOD (ROUND AND SPLIT), NON-
CONIFEROUS
Removals 1000 ni 111 110 110
Imports 1000 nd 7 5 5
Exports 1000 nd 5 5 5
Apparent consumption 1000 ni 113 110 110
3+4 WOOD RESIDUES, CHIPS AND PARTICLES
Domestic supply 1000 n 1280 1280 1280
Imports 1000 ni 1102 1200 1300
Exports 1000 ni 415 400 400
Apparent consumption 1000 ni 1967 2080 2180
123.C OTHER INDUSTRIAL ROUNDWOOD, CONIF-
EROUS
Removals 1000 nd 20 20 20
1.2.3.NC OTHER INDUSTRIAL ROUNDWOOD, NON-
CONIFEROUS
Removals 1000 nd 12 10 10
1.1.C WOOD FUEL, CONIFEROUS
Removals 1000 ni 50 50 50
1.1.NC WOOD FUEL, NON-CONIFEROUS
Removals 1000 ni 240 250 250

10




Product Revised | Estimate | Forecast
Code Product Unit 2006 2007 2008
5.C SAWNWOOD, CONIFEROUS
Production 1000 nd 180 180 180
Imports 1000 ni 2.751 2.700 2.650
Exports 1000 ni 418 375 375
Apparent consumption 1000 ni 2.513 2.505 2.455
5.NC SAWNWOOD, NON-CONIFEROUS
Production 1000 ni 36 100 100
Imports 1000 ni 648 650 650
Exports 1000 nd 137 150 150
Apparent consumption 1000 nd 597 600 600
5.NC.T of which, tropical sawnwood
Production 1000 ni 19 15 15
Imports 1000 nd 465 450 450
Exports 1000 ni 84 85 85
Apparent consumption 1000 ni 400 380 380
6.1 VENEER SHEETS
Production 1000 nd 0 0 0
Imports 1000 ni 27 25 25
Exports 1000 ni 6 5 5
Apparent consumption 1000 nd 21 20 20
6.1.NC.T of which, tropical veneer sheets
Production 1000 ni 0 0 0
Imports 1000 ni 16 15 15
Exports 1000 ni 2 2 2
Apparent consumption 1000 nd 14 13 13
6.2 PLYWOOD
Production 1000 nd 0 0 0
Imports 1000 ni 603 650 650
Exports 1000 ni 60 50 50
Apparent consumption 1000 nd 543 600 600
6.2.NC.T of which, tropical plywood
Production 1000 ni 0 0 0
Imports 1000 nd 212 210 190
Exports 1000 ni 26 25 25
Apparent consumption 1000 ni 186 185 165
6.3 PARTICLE BOARD (including OSB)
Production 1000 nd 0 0 0
Imports 1000 nd 755 815 815
Exports 1000 ni 139 140 140
Apparent consumption 1000 ni 616 675 675
6.3.1 of which, OSB
Production 1000 ni 0 0 0
Imports 1000 ni 92 100 100
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Product Revised | Estimate | Forecast
Code Product Unit 2006 2007 2008
Exports 1000 ni 8 10 10
Apparent consumption 1000 ni 84 90 90
6.4 FIBREBOARD
Production 1000 ni 10 10 10
Imports 1000 nd 477 495 495
Exports 1000 ni 157 155 155
Apparent consumption 1000 ni 330 350 350
6.4.1 Hardboard
Production 1000 ni 0 0 0
Imports 1000 ni 112 115 115
Exports 1000 ni 14 15 15
Apparent consumption 1000 nd 98 100 100
6.4.2 MDF (Medium density)
Production 1000 ni 0 0 0
Imports 1000 ni 294 310 310
Exports 1000 nd 111 110 110
Apparent consumption 1000 nd 183 200 200
6.4.3 Insulating board
Production 1000 ni 10 10 10
Imports 1000 ni 71 70 70
Exports 1000 ni 32 30 30
Apparent consumption 1000 ni 49 50 50
7 WOOD PULP
Production 1000 m.t. 109 110 110
Imports 1000 m.t. 1.242 1.240 1.240
Exports 1000 m.t. 518 500 500
Apparent consumption 1000 m.t. 833 850 850
10 PAPER & PAPERBOARD
Production 1000 m.t. 3.368 3.370 3.370
Imports 1000 m.t. 3.367 3.370 3.370
Exports 1000 m.t. 3.169 3.170 3.170
Apparent consumption 1000 m.t. 3.566 3.570 3.570
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