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1. GENERAL ECONOMIC TRENDSAFFECTING THE FOREST
AND FOREST INDUSTRIES SECTOR

In 2008 the economy of Poland suffered from thist fsymptoms of a global
economic and financial crisis and slump of the kegnomies in the world. In 2008
the real increase in Gross Domestic Product we 4@mpared to 6.8% in 2007. It is
forecasted that in 2009 this index will be muchéownd will not exceed 1%.

Domestic demand and investment outlay are the raators influencing the
level and pace of GDP increase. In 2008 domesticade rose by 5.5% (in 2007 by
4.7%). It is anticipated that in 2009 the rise dDR>will not exceed 2% (in fixed
prices). In the first months of 2009 an increasedal wages and higher welfare
benefit stabilised the demand. In 2008 consumptmse by 5.9% in real terms,
including individual consumption increase by 5.4&hereas in the previous year the
rise was 4.9%. It is anticipated that in 2009 thdek of individual consumption will
decrease to less than 3%. The dynamics of investmelay was also at much lower
level compared to 2007. At the same time outlaym@achines and tools, means of
transport, and fixed assets increased faster tharuiddings and edifices (7.1%). The
execution of investments is to a great extent supddoy the European Union funds
and foreign direct investments (however in 2008|#ter dropped to USD 17 billion
from USD 23 billion in 2007).

A relatively well situation in the constructioncser, which is the main creator of
demand for wood materials and products, is impoffianthe forestry-wood sector. In
2008 added value in the construction industry iaseel by 11% and it was a higher
rise than in the industry (3.9%) and market ses/if®9%). The construction and
assembly production, despite lower dynamics thgsrévious years, also increased by
10.9% in real terms. 165.2 thou. of dwellings wesenpleted (23.6% more than in the
previous year), including 66.7 thou. of dwellings sale or rent (46.1% more than in
the previous year). Over 687 thou. of dwellings evander construction (however it
was only 1.4% more than in 2007). It is forecashkeaoh in 2009 the performance of the
construction industry will be worse. It is anticipd that the added value dynamics
will be lower (less than 4%) and there will be @m@ase in the value of building and
assembly production. Another disturbing phenomena idrop in the number of
dwellings whose construction was started and oflldws for whose construction
permission were issued.

In 2008 sold production of industry was by 2.59ha@r than in 2007 (in fixed
prices), and of manufacturing by 2.8%. The situatb all wood industries worsened.
The wood industry (20 NACE) recorded a drop of gwidduction by almost 3%, and
pulp and paper industry (21 NACE) by close to 5%e Bold production of furniture
industry (36.1 NACE) was at the level of the presoyear. The share of all wood
industries in sold production of the whole indusisy more than 8%, and in
manufacturing it is almost 10%. Up to date resuditis 2009 indicate that sold
production of industry as well as of manufacturivas been continuing to decrease. A
similar situation is in the wood and furniture isthies, whereas pulp and paper
industry demonstrates a slight increase in soldyzton.

In 2008 and the first half of 2009 positive tencies which had been present on
the labour market for few years became weakerash months of 2008 the former
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decrease in the number of the unemployed was intbefie the end of the year
unemployment rate was 9.5%; in the middle of 2G0®se to 10.7%. According to
forecasts at the end of 2009 the unemployment matg increase even to 12-13%.
While in the whole 2008 the average employmenhedconomy increased by 3.7%,
and in the enterprise sector by 4.8%, in 2009 y&stesnatic decrease is observed.
Similar tendencies are present in the wood seaod in the wood industry
employment drop is the fastest (20 NACE, in 2008xarease in average employment
by almost 3%, in the first half of 2009 a decreadseover 10% compared to the
corresponding period of the previous year). Stediion on the labour market is
envisaged for the end of 2009. The share of alldvodustries in the employment in
industry is close to 12%, and in relation to manteng it is more than 13%. 41 thou.
people are employed in forestry, including arouldtf2ou. employees employed by
the State Forests National Forest Holding.

In 2008 the value of Polish exports was PLN 4Q#lkbn (USD 171.9 billion; €
116.2 billion) which compared to 2007 is an inceehg almost 7% (in fixed prices, in
national currency), whereas the value of goods semdices imported to Poland was
PLN 497 billion (USD 210.5 billion; € 142.5 billignin fixed prices Polish imports
rose by close to 9% (in national currency). Itstiraated that after lower dynamics of
export and import in 2009 the situation in foretgade should improve in 2010. Wood
raw material and products of its processing caustibround 10% of the value of
Polish exports and over 4% of imports. Contraryhi situation characteristic for the
whole foreign trade, wood products generate avedialance of exports and imports.

Fluctuation in prices of consumer goods and sesvics an unfavourable
phenomenon in the economy. In 2008 inflation wa&8tin relation to the previous
year (in 2007 it was 2.5%). In accordance with @ipnnary estimate this index will
reach the level of 2.7% in 2009 and 2.5% in 2010.

Despite still adverse situation in the externaliemment of the Polish economy
and the lack of knowledge about the depth of thesgmt crisis, its scale and
persistence, it is assumed that in last month®092nd in 2010 the general economic
situation of Poland will stabilise and basic macm®mic indices will demonstrate an
upward trend again.

2. POLICY MEASURESTAKEN IN POLAND OVER THE PAST
18 MONTHS, WHICH MIGHT HAVE A BEARING ON TRADE
AND MARKETS OF FOREST PRODUCTS OR FOREST
MANAGEMENT

Development policy meant as a set of interrelatations taken up and
implemented to assure sustainable developmenteotolintry and social, economic
and territorial coherence (at a national, regimralocal scale) concerns the forestry-
wood sector as well. The fundamental role is plalygdheAct of 18. October 2006
“on the principles of development policyhich defines conditions of implementation
of such policy, entities implementing it and the daoof cooperation between these
entities. The development policy is implemented tmeans of the country’s
development strategy, sectoral strategies as vge#ixacutive plans and operational
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programmes. “Country’s Development Strategy 200¥520lays an imperative role
and is the basic document defining goals and piesriof Poland’s social and
economic development as well as the factors camditg it. Among the strategies
directly connected with the forestry-wood sectoe agspecially the strategies
developed by associations of producers: “Strategywood-based panel industry
development in Poland till 2013” and “Strategy foaper industry development in
Poland till 2013".

The development policy requires a comprehensipecgeh and at the same time
it has to address challenges of the future. A guwent report “Poland 2030"was
prepared to that aim. The goal of the document twaiagnose social and economic
areas which are the most important if Poland as@conomy are to gain competitive
advantage by 2030. 10 challenges were counted artiangriority ones, including
climate and energy safety, knowledge-based econgmoyyth and competitiveness,
and vocational activity.

Among the other documents the following two arg@at importance: “Strategy
of Sustainable Development of Poland till 2025” &National Coherence Strategy”
which sets priorities for using the European Urfimmds and describes the manner of
their implementation. Tools for implementation detNational Coherence Strategy
are Operational Programmes (relating to fundamergalies of the country’s
development) and Regional Operational Programmescéning development of
particular regions). A crucial trend, also obseruedhe forestry-wood sector, is the
drive towards building fundaments of a knowledgedsheconomy. One of the tools
used to achieve this goal is Operational Programmeovative Economy
encompassing the period 2007-2013. This Progrararteesupport innovativeness and
facilitate transfer of modern solutions from sciersector to the economy. Projects
funded by this Programme are carried out in thediwy-wood sector as well.

The energy policy has had a growing impact on fim@stry-wood sector
(“Poland’s energy policy till 2030”). This policysaumes growth in production of
energy from renewable energy sources (15% in 202028% in 2030), reduction of
greenhouse gases emission, and reduction in egerggumption of the economy. An
additional purpose of broader use of renewableggneources is protection of forests
against their undue exploitation in order to obtasimmass, and sustainable use of rural
areas. The effective provisions of the economy depmnt assumes that till 2015
wood biomass in total consumption of biomass fargy purposes should be in 100%
substituted by agricultural biomass, i.e. biomassnf special “energy plantations”
(trees, shrubs, and plants of short growth rotatibmeans that starting from 2015 the
energy from “waste and residues from forest pradaceand also from industry
processing forest production products” as a rulenet be considered “green energy”.
Waste produced when wood is processed may be asetidérgy purposes only on the
sites where it is created and in production urfitslectric power lower than 5 MW.

At present the forestry-wood sector and the wiealenomy alike are influenced
by the global financial crisis and slump of thedagt world’s economies. So as to
strengthen the stability of the national finan@gstem two packages were introduced
in Poland: Regulatory Package and Confidence Pack@ige Regulatory Package
containsAct on Financial Stability Committe@ct on Bank Guaranteleund, andAct
on instruments supporting institutions financed thg Treasury The Confidence



Package concerns such issues as restoration ohcfata market efficiency,
improvement of liquidity on the national currencyanket and on foreign currency
market. In November 2008tability and Development Plamas drawn up as well. The
goal of this Plan is to strengthen Polish economthe face of global crisis. The Plan
is aimed at increasing consumer demand (througimgdsain PIT and VAT) and
investment demand (inter alia by increasing avditgbof loans to companies,
acceleration of investments co-financed by the Camty funds, and supporting
investments in renewable energy sources).

Poland’s accession to the euro zone should bepditance for the development
of the forestry-wood sector, and especially the dveector. It is one of Poland’s
strategic goals — due to benefits stemming fronti@pation in a uniform currency
zone (elimination of currency exchange rate rigkluction of transaction costs, and
development of foreign trade), increase in inflotvdorect investments, and easier
access to the Community capital market for Polisimganies. With a view to
achieving this goaRoadmap of Poland’s accession to euro zames developed in
2008. Although due to the current crisis the ddt®aand’s accession to euro zone
will be deferred compared to previously envisadg#iil@), actions taken up to this end
are strategic for the wood sector for whose develqm export is of crucial
importance (active balance of foreign trade).

3. MARKET DRIVERS

The forestry-wood sector development to a gretgrnekdepends on the use the
sector will do of opportunities offered by its ma@nvironment. These opportunities
are offered if for instance one is active in thedpean market. Poland’s membership
of the European Union makes it possible not onlgdm new consumers of wood raw
material and products but it also dynamizes endregurship in order to gain and
maintain competitive advantage. Better accessftormation or applying such modern
management methods like benchmarking with foremmpetitors are some of factors
conducive to it. An open common market also ofteetier possibilities of obtaining
capital for investments and of know-how transfer.

Another factor important for the forestry-wood teeaevelopment is activity of
the state’s policy supporting entrepreneurship, metitiveness and innovativeness as
well as development of small and medium-sized ents (in the Polish wood sector
small and medium-sized enterprises are dominantvealall in the following
industries: sawmilling, furniture, builder's carggn and joinery, and packaging).
Great possibilities of the forestry-wood sector @lepment are also offered by the
European Union programmes and relief funds.

Strengthening cooperation between industry and Rfbere is also an impulse
to develop, look for new technologies or refining existing ones. In the face of
tendencies to create knowledge-based economy amditdain competitiveness of the
whole forestry-wood sector it is necessary thatagsgntatives of business and science
participate in common initiatives. There are someaangples of undertakings
stimulating this process, for instance drawinghgp $trategic Research Agenda for the
Polish Forest-Based Sector (the Agenda was prepayethe Polish Technology



Platform for the Forestry and Wood Sector) and en@ntation of the project entitled
“Foresight in the wood science and industry - regealevelopment scenarios in
Poland till 2020” carried out within the frameword Operational Programme
Innovative Economy 2007-2013.

On the other hand, results of the current gloladricial crisis have a de-
stimulating effect on the development of the fanestood sector as well as the whole
economy. These results were especially visiblyem#id by the economies of
European countries. A slump of demand for Polishdpcts, including wood raw
material and products, is of significant importarfoe the forestry-wood sector in
which export plays an important role and is a degpeient stimulating factor.

Also the situation of the construction sector cdesably influences the condition
and development prospects of wood companies. Adfhalump in the construction
industry is less than in the other industries, dogynward trend is noticeable. The
insufficient demand and difficulties in obtainingahs (also loans for purchase of
dwellings) are mentioned among barriers to building assembly activity.

4. DEVELOPMENTSIN FOREST PRODUCTSMARKETSSECTORS

4.1.(A) Wood raw materials

In 2008 34.3 million m of roundwood was harvested in Poland. Compared to
2007 the amount dropped by almost 5%. The decieasenovals (to the level of 25.5
million m® i.e. by 7%)concerned softwood, whereas harvesting of hardwood
increased by close to 2% to the level of 8.8 millio®. Around 96% of harvested
wood originated from public forests, including 99%ming from the State Forests
National Forest Holding. The share of large andiomadsize wood in the total volume
of roundwood had not changed significantly for magewars and in 2008 it was 95%.
In Poland the structure of harvesting is domindtedoftwood species whose share is
74%. Medium-size wood dominates — its share is &3% (18.2 million ). The
share of large-size wood is 41% (14.1 milliof)nand of small-size wood less than
6% (1.9 million m). Around 89% of harvested roundwood is intendedpfoduction.

In the case of softwood it is 93%, and in the azfdgardwood 78%. In 2008 removals
of sawnlogs and veneer logs amounted to 14.1 mitid (a decrease by almost 10%
in relation to 2007) and of pulpwood to approxinat®4.6 million nt (a drop by
around 1%). Despite the decrease in total roundwomdovals, harvesting of
fuelwood increased by 10% (to the level of 3.8 imillnT).

In 2008 Polish exports amounted to 0.4 milliohahwood (1% of the harvested
volume). Production wood was approximately 85% xjpogts. Exports of fuelwood
amounted to 67 thou. hand it was by 31% more than in 2007. Softwood artedito
76% of exported raw material for industrial progegsand it was mainly pine (65%).
In 2008 imports of roundwood decreased (by 10%4).$omillion n? (from the level of
2.1 million n? in 2007). Similarly to the previous year importaaunted to less than
6% of wood removals. Almost all raw material immaltto Poland is wood for
industrial processing (99.9%). Its structure is dwted by hardwood species (62%),
first of all birch pulpwood.

It is forecasted that in 2009 wood harvesting \aithount to 34.4 million fi

5



whereas in 2010 it will be 34.3 million *m(in the case of wood for industrial
processing it will be 30.6 million frand 30.4 million M respectively). It is estimated
that in 2009 Poland will import 1.9 millionhof roundwood for industrial processing,
including 68% of hardwood species. On the otherdha&axports may amount to 0.3
million m® of roundwood, mainly softwood (71%).

4.2.(B) Wood energy, with a focus on government policies promoting
wood ener gy

In 2007 in Poland the share of renewable enerdggtad energy production was
6.9%, and in its consumption 5%. Biomass is donti{@4%) in the structure of
domestic production of energy from renewable sairée the same time it should be
stressed that the dominant part of this biomaggraies from wood (the other part is
composed of other biodegradable vegetable and amsuhstances like, for instance,
straw and municipal waste as well).

The European Union subsidies and funds play afgignt role in promotion of
renewable energy from biomass, including wood b&snén the regulation sphere of
obtaining biomass from agriculture the Common Agjtioral Policy is imperative.
Among other things, CAP establishes direct paynmstem as well as supports
modernisation of agriculture and enhancement ofedddalue of agricultural and
forest products. In Poland mechanisms for suppadlt @ntrol of energy plantations
were created based on the principles of the Com#gncultural Policy. These
mechanisms define conditions of granting subsidiad verification of payment
applications and control of their feasibility. Hoveg, as a result of the health check of
the Common Agricultural Policy in 2008 it is planh® abolish currently functioning
payments to “energy” plantations. Therefore the @umity funds will be of growing
importance. The Rural Areas Development Programnvésages support for project
connected with production of energy materials filmomass (“Differentiation towards
non-agricultural activity”, “Establishment and déy@ment of micro enterprises”). On
the other hand, within the framework of the actemtitled ,Basic services for the
economy and population in rural areas” support is granted to initiatives connected
with production or distribution of energy from reveble sources, especially wind
energy, water energy, geothermal energy, solarggneenergy from biogas or
biomass. Another programme offering subsidies fenewable energy sources
(including biomass) is Infrastructure and the Eomment Operational Programme
(action “Environmentally friendly energy infrasttuce and energy efficiency”). This
programme supports investments concerning buildingnodernisation of electric
energy production units using biomass, biogas, vaind water energy and also units
producing electric energy and heat in combinatiath venewable energy sources (e.g.
combined heat and power plants using biomass). Adgeonal level there are also
initiatives promoting biomass market. Support fbede initiatives is envisaged in
Regional Operational Programmes as well.

4.3.(C) Certified forest products

Due to advancing globalisation and opening of Roli®mpanies to foreign
markets it is necessary to have certificates. Alyaaow it is obvious that certification
is not only procedures and obligations resultingnirit, but above all economic

6



benefits. The effect of certification may be mamdnce or augmentation of a market
share by a producer, growing ecology awarenesssefsuof certified products or
selling certified products at higher prices.

At present in Poland certification of Forest Mamiagnt (FM) type according to
Forest Stewardship Council (FSC) standards encaapakt out of 17 State Forests
Regional Directorates and 2 Forest Experimentdidsis (in Krynica and Murowana
Gaslina). It means that in the middle of 2009 the ltosmea of forests under
certification (new or prolonged certificates) wagnillion hectares, i.e. 77% of the
total forest area in Poland. In relation to theaadd forests in Europe certified
according to FSC standards the area of certifiedsts in Poland is 13.5%, and in
relation to world certified forests it is 6.1%. lterms of forest management
certification Poland is third in Europe (after Riasand Sweden) and fifth in the world
(after Canada, Russia, the USA, and Sweden).

In mid 2009 431 companies (including their brarschiewas 544 entities) held
certificates of product origin control FSF-CoC (FS@hain of Custody) confirming
that production of wood materials and productsased on raw material originating
from certified forests. Out of this number 404 gexdites were active. Over 80% of the
total number of companies holding active certigsaare wood production companies.
The rest of the firms are trade, service, impopegk companies, and consultancies.
The dominant producers holding FSC-CoC certificaresproducers of sawnwood and
wooden garden products (166 firms in total, i.€05df the total number of certificate-
holding companies); furniture producers are 10% awod-based panel producers
7%. In the total number of production companiesdimg certificates 21 firms, i.e.
more than 6%, have certificates of Controlled Weo&SC-CW. Polish companies
which have certificates of product origin contr@d®CoC are 6% of entities holding
such certificates in Europe, and 2.9% of such fiimthe world.

Till mid 2009 in Poland 15 companies obtainedvatlial or group certificate of
product origin control under the Programme for tBedorsement of Forest
Certification schemes (PEFC). These firms are ngasoimpanies from the pulp and
paper industry (7 firms) and also producers of wbaded panels and wood products
(producers of flooring materials, wood panellingndawainscots). Additionally 7
companies hold the PEFC logo user certificate.

4.4. (D) Value-added wood products

In Poland furniture is the most important in thewp of value-added wood
products. In 2008 its production amounted to PLNb6Z24llion (USD 10.6 billion; €
7.3 billion). This result gave Poland the sixth ifos in the European Union. In
relation to the previous year it was an increasel@%o (in fixed prices). Wooden
furniture was 61% of it. Approximately 74% of futumie produced in Poland whose
value was PLN 18.8 billion (USD 7.9 billion; € 5bdllion) was exported, of which
wooden furniture was 58% (PLN 11 billion). In 20B8land imported furniture of the
value of PLN 3.9 billion (USD 1.6 billion; € 1.1 Ikon) which in relation to the
production was 15%. Imports of wooden furniture anmted to PLN 1.2 billion.

In 2008 production of builder's carpentry and gin products was PLN 5.7
billion and was higher by 9% than in 2007 (in fixeaces). Among other things, 13.2
million m? of wooden windows and doors was produced (an aserdy 2% in relation
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to 2007). In 2008 the value of exported productbwider's carpentry and joinery
together with wooden prefabricated houses increbget®o compared to the previous
year and reached the level of PLN 2.4 billion. Maéue of imports of these products
rose as well — by 14% to the level of PLN 0.5 oiili

Wooden packaging of the value of PLN 1.7 billioasaproduced in 2008 as well,
of which 73 million pallets. 58% of these packagprgducts was exported and their
value was almost PLN 1 billion. The value of packggmported to Poland was PLN
188 million (5% less than in the previous year).

In 2008 production of products of secondary preicesof paper and paperboard
amounted to PLN 16.9 billion (however in real tertngas by 3% lower than in the
previous year). The value structure of this promuncts dominated by paper and
corrugated paperboard and packaging of paper aper fard whose share is 39%.
The share of paper products for households andasgnise is 15%, and the share of
books, news papers and similar publications is 34%.

In 2008 products of secondary processing of paperse total value was PLN
7.2 billion were exported and it meant a rise by B%elation to 2007. The exports
consisted mainly of paper products for househotdssanitary use (39%, i.e. PLN 2.8
billion) and printing articles (26%, i.e. PLN 1.9lion). Among discussed products
the highest export dynamics was characteristicapiep products for households and
sanitary use. The total value of products of seaondorocessing of paper and
paperboard imported to Poland in 2008 was PLN 4l and it was by 4% more
than in 2007. Packaging of paper and paperboardtl@dreatest share in imports
(27%) and its value amounted to PLN 1.2 billion. 20608 the value of imported
printing articles was PLN 0.9 billion (22% of imperof all paper products) and paper
products for households and sanitary use PLN @0iBrb{(18%).

45.(E) Sawn softwood

In Poland production of sawn softwood is domindnt.2008 this production
amounted to 3.3 million M(without sawn semi-products). However in relatiorthe
previous year it was a decrease by 12%. Exporsawain softwood (including sawn
semi-products) dropped to the level of around 3&ut nf (18% less than in 2007).
Foreign deliveries were dominated by pine sawnw(iii?o), whereas the share of
spruce sawnwood was 14%. In 2008 imports of sawrdvesnounted to 589 thou.’m
and it was an increase by 29% in relation to thevipus year. Pine sawnwood was
37% of it and spruce (and fir) sawnwood 24%.

It is forecasted that in the nearest future prtéidacof sawn softwood will
increase only little (3.4 million frin 2010). In foreign trade former trends shoulayst
the same as well. It is assumed that in 2010 irspafrsawn softwood will increase by
around 22% (in relation to 2008), i.e. to the level20 thou. M, whereas its exports
may increase to the level of 430 thod’.im2010 (by 20% in relation to 2008).

4.6.(F) Sawn hardwood

In 2008 the amount of produced sawn hardwood dserk in relation to the
previous year by 25% to the level of 487 thod.(mithout sawn semi-products). This
amount included 9.5 thou. *nof tropical sawnwood (in the previous year it viia6
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thou. nT). In 2008 exports of sawn hardwood (including sasmi-products) dropped
by 5% (to the level of 123 thou.*mThe species structure of exported sawn hardwood
has remained practically unchanged in recent y&#&s.exported sawnwood is mainly
oak sawnwood (54%) and beech sawnwood (22%). 118 200und 329 thou. frof
sawn hardwood was imported to Poland (6% less thaime previous year)Oak
sawnwood dominates importS0%), but beech sawnwood is of great importance as
well (19%). The share of tropical sawnwood in tb&lt imports of sawn hardwood
was 12%.

It is anticipated that production of sawn hardwedtl increase to 510 thou. i
in 2009 and to 550 thou.%im 2010 (i.e. by 13% in relation to 2008nports of sawn
hardwood may increase (by 19%) and in 2010 it velich 390 thou. fwhereas
according to forecasts its exports will decrease€ty by 2010 (to the level of 120

thou. ).

4.7. (G) Wood-based panels

In 2008 production of wood-based panels was 8liomim® (a decrease by
approximately 5% compared to 2007). For many yéaesassortment structure of
wood-based panel production has been dominatedalticleboards whose share is
63% (5.1 million ml). The second place belongs to fibreboards whoseests
approximately 31% (2.6 million T Plywood is around 5% of wood-based panel
production (0.4 million i), and veneer production is 1% (82 thou.?).m
Approximately 12% of wood-based panel productionpreduction of OSB. The
production of fibreboards is dominated by dry-psxéoards whose share is 69%
(HDF, MDF, and LDF) whereas the share of insulabogrds is 23% (while in 2007 it
was 24%).

In 2008 exports of wood-based panels amountedtondllion n? (the level was
similar to the level of 2007) which was 28% of tbé&l volume of wood-based panels
produced in Poland. Fibreboards were the main éxpgdr3 million ni), of which
41% were wet-process insulating boards, and 37%pdrgess boards (type: HDF,
MDF, and LDF). Additionally in 2008 0.8 million frof particleboards, 25 thou.’rof
veneers and 0.1 million hof plywood was exported. In 2008 imports of woaséd
panels increased by 10% in relation to 2007 ancheshthe level of 1.9 million fin
relation to the production it is 23%. Deliveriestb@ Polish market are dominated by
particleboards (1.2 million frand fibreboards (0.5 million $h Poland also imported
39 thou. m of veneers and 0.2 milliontof plywood.

It is anticipated that till 2010 production of wibbased panels will remain at a
level similar to the level of 2008 (higher prodoctigrowth dynamics only in the case
of fibreboards, mainly dry-process). No essentl@nges in foreign trade in wood-
based panels are forecasted either

4.8. (H) Pulp and paper

In 2008 1.0 million tonnes of wood pulp was proeldien Poland and it was the
level similar to the levels of previous years. Tloemer assortment structure of
production remained unchanged. Production of amkilis dominant (0.8 million
tonnes, i.e. 78% of total wood pulp production)chemnical wood pulp is 5% (49 thou.
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tonnes) of the volume of wood pulp production, grdduction of semi-chemical
wood pulp is 17% (0.2 million tonnes). In 2008 teficit of foreign trade in wood
pulp became bigger (it reached 0.6 million tonnesR008 in relation to 2007 imports
increased by 29% (it was over 0.6 million tonney) awas 62% of the production. At
the same time the volume of exported wood pulpeiased to the level of 33 thou.
tonnes (by 83% in relation to 2007). In 2008 tharshof exports in wood pulp
production was only 3%.

In 2008 3.0 million tonnes of paper and paperbeead produced and it was by
1% more than in 2007. It was mainly packaging pamer graphic paper, of which 6%
(0.2 million tonnes) was paper for news papers2008 there were no significant
changes in foreign trade in paper and paperboapprdkimately 49% of their
production is sold on foreign markets — exports ambed to 1.5 million tonnes and
was by 4% lower than in the previous year. The neports was packaging and
graphic paper. Imports of paper and paperboard iredaat the level similar to the
level of 2007 and it amounted to 2.8 million tonnktke in the case of exports,
packaging and graphic paper dominates the structummports. The trade in paper
and paperboard still generates passive balancad# tvhich was 1.3 million tonnes in
2008.

Due to production specificity no significant chasgon the wood pulp market in
Poland are assumed for the period 2009-2010. Nogehaf former trends in foreign
trade in wood pulp is forecasted either. Due toldlod of possibility of considerable
increase in domestic production the imports of wpatp will stay relatively high. In
2010 in relation to 2008 the amount of wood pulpanted to Poland may rise by 6%
(to the level of around 0.7 million tonnes), thtie imports may be almost 65% of
wood pulp production. It is estimated that expoofs wood pulp will still be
insignificant and will demonstrate a downward treAd a result there will still be
passive balance of wood pulp exports and impottsan be 0.7 million tonnes in
2010).

On the other hand, further growth of paper andepgamard production is
anticipated in the nearest future. It is estimdbed by 2010 their production will rise
by more than 5% (in relation to 2008) and reachl¢wel of 3.2 million tonnes. The
passive balance of paper and paperboard exportsrguudts will continue. In 2010 it
should amount to 1.3 million tonnes. In 2010 impaill increase insignificantly (to
the level of 2.9 million tonnes) and compared ® pnoduction volume it will be 90%.
Exports is assumed to increase as well — by 4%e(ation to 2008) to the level of 1.6
million tonnes and it will amount to 48% of the gduztion volume.

4.9.(1) Carbon marketsin theforest sector

The forestry-wood sector in Poland consists it @asas of forests, which play
an important role in prevention of climate changeough absorption of carbon
dioxide from the air, and industries, whose tecbgmial processes and manufactured
products are highly ecological as a rule. Howewse tb production specificity and
energy consumption the wood-based panel industdypautp and paper industry are
characterised by higher emission level.

Poland, as a European Union member state, patéspin emission trading
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system. The National Administrator of Emission TngdSystem is the Institute of
Environmental Protection. “National plan of €@mission caps allocation for the
period 2008-2012 for the EU emission trading systentompasses 838 installations
in 16 industries to which 200 965 240 permits pearywill be allocated (the number
of permits intended as a national reserve amoonfs400 054 per year). The average
number of permits per year in the period 2008-2&12 492 088 for the pulp and
paper industry, and 1 071 555 for the wood-baseatlpadustry. Moreover, in the
wood sector C@ emission permits are granted to fuel combustiostaliations
(excluding installations for combustion of hazarsloor municipal waste). These
installations are mainly in wood-based panel plahtslder's carpentry and joinery
plants and furniture plants (they posses their ayers, heat-generating plants,
furnaces which are installations encompassed byethission trading system). The
present crisis and a slower pace of economic growetinsed the situation where
granted limits currently are considered sufficiekit present the market prices of €O
certificates are also profitable (the surplus ofssion permits is sold). In the middle
of 2009 they ranged from € 14 to 15 for a permitetnit 1 tonne of C®(at the
beginning of 2009 the price was below € 10).

Recently the so-called “emissions flow” has becandisturbing phenomenon.
The obligation to reduce greenhouse gases resulis iincrease in production costs
and thus in price disproportions between the predufrom the European Union and
producers from outside the Community who are ndjesit to similar constraints. It
may lead to loss of competitiveness of some inglustictors, an increase in imports
from third countries or moving production outside tCommunity. The high energy
consumption of the Polish economy and above alldib@inant share of coal in the
structure of primary fuel consumption may causesditigation where some industries
in Poland (as a result of allocation of free pesmiecided upon based on general
Community indices) will have difficulties in maimténg former production and price
policy and thus their competitive position. Therefat is extremely important to
actively participate in the European Commissionksarn drawing up a list of sectors
threatened by “emissions flow”.
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Subject: Country market statements for Timber Committee MaExscussions

Table 1
Economic indicators
1995 2000 2004 2005 2006 2007
I ndicator :
% change on previous year
Gross Domestic Product 107.0 104.3 105.3 103.6 1062 104 104.9
Sold production of industry 109.7 106.7 112.6 103.7 111.2 109.5 1025
Construction and assembly 108.1| 1014 1018 108/ 1159 111 1109
production
Dwellings completed 88.2 1071 66.5 10%.5 101.1 9] 1236
Dwellings under construction 1055 105.7 99.0 98.7103.7 108.42 101.4
Average paid employment
-total 1028 ort . 99.9 1017 1017 10§ 103.7
- in the enterprises sectof 101.0 96.7 99.1 101.9 03.01 104.7] 104.8
g‘f%']setggzdo‘ﬂﬁg“)?'e‘gme”t Al 149 151 190 176 148 11 95
Average monthly gross real
wages and salaries
-total 1028 1010 100f 1018  104.0 10| 106.0
- in the enterprises sectof 103.2 101.3 100.8 101.2104.2 106.§ 106.1
Price indices of consumer goods I
and servicesiflation) 127.8 110.1 103.% 1021 101.0 10} 104.2
Investment outlays 1171 1014 106.5 107.7 116.8 0.9 108,7
Trade
millions of PLN, current prices
Exports 55515.1| 137908.7 272102/4 288780.8 343 779.06538.6| 405 383,1
Imports 70502.3| 213071.8 325596/3 328192.0 394 030.06 828.4| 497 028,3
Balance of trade -14987.2| -75163.1 -53493/9 -39411.2 -50251.000 272.8| -91 645,2
millions of USD, current prices
Exports 228949 316513 737812 893781 109584.1 83907 171 859,9
Imports 29049.7| 48940.2 88156/ 101538.8 125645.3 17@45| 210 4785
Balance of trade -6154.8| -17288.9 -14375p2 -12160.7 -16061.253@7.5| -38618,6
millions of EUR, current prices
Exports 34373.4| 59698.0 71423)5 87925.9 10189 1162438
Imports 53084.8| 71354.3 81169{7 100784.1 12034 142 447,9
Balance of trade -18 711.2| -11565.3 -9746)2 -12858.2 -1855 -26204,1

! as a ratio of registered unemployed persons te¢baomically active civil population
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