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1. General economic trends
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Basic Macroeconomic Indices and Forecast in 2012-2016

(against the previous period, %)

January-July
Indices 2012 2013 2014 2015e 2016f
2014 2015

GDP 103,4 101,3 100,7 100,7 96,4 96,1 100,7
Consumer Price Index 106,6 106,5 111,4 105,3 109,4 111,9 107,0
Index of industrial production 102,6 100,3 101,7 101,5 97,0 98,7 101,5
Capital investment 106,6 99,7 97,3 97,2 94,1 89,4 103,1

Construction 102,5 100,1 95,5 94,6 92,3 n/a n/a

House completions 105,6 107,2 118,2 131,2 111,9 n/a n/a
Real wage of population 108,4 105,2 101,3 103,1 91,2 90,2 102,1

Unemployment rate 55 5,5 54 5,2 5,6 6,0 5,9
Retail trade turnover 105,9 103,9 102,5 102,7 91,9 91,8 101,5
Paid services 103,5 102,1 101,3 100,9 98,5 97,5 101,12
Export (bill. dollars USA) 528 522 497,8 301,5 210,7 347,8 376,3
Import (bill. dollars USA) 336 344 308,0 182,3 110,9 216,9 236,9

Sources: Ministry of Economic Development of the Russian Federation (Mineconomrazvitiya)
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Exchange rates and oil prices

Rouble rate performance - Rouble rate in 2012-2015 rogpl
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Official Discount Rate and Key Rate Performance

Official Discount Rate (till 01.09.2013) and Key Rate
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House Completions and Construction Cost Performance

Average construction cost of 1 sq.m of total area of dwelling houses
Rouble
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Sources: Rosstat data
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2. Forest products markets current situation
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Forest Goods Production Development in Russia, 2012-2015

12/11 13/12 1413 | Januany- January-
Production 20129 o 2013D " 20142 " J”'Vz July

20152 15/14 %
Roundwood, min.m3 1921 | 1265 194,5 101,2 197,29) 101,4 55,64 101,1
Incl. Softwood roundwood. min. m3 128,2 | 113, 129,8 101,2 129,3%) 99,6 41,69 100,0
Sawngoods, min. m3 32,2 103,2 33,5 104,0 33,23 99,1 12,44 100,8
Incl. Softwood sawngoods, min. m3 30,0 103,1 31,2 104,0 30,99 99.0 11,59 100,9
Plywood, 1000 m? 3150 105,9 3304 104,9 3540 107,1 2122 103,1
Chipboards, min. m? 6,73 101.5 6,66 99,0 6,81 102,4 3,74 99,7
Fiberboards, min. m? 4635 | 105.0 426,1 91,9 432,4 101,5 286,3 113,7
Paper, min. t 4,75 100,2 4,77 100,4 4,94 103,6 2,85 97,9
Paperboard, 1000. t 3009 102,7 3017 100,3 3069 101,7 1791 109,1

Sources: 1) FAOSTAT data
2) Rosstat data
3) UTMER estimate
4) Rosstat data without taking into account the production of small-scale enterprises
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Forest Industries Sector Development in 2015, %

Product

Index of industrial production of the Russian Federation

Index of the Russian Forest Industries Sector production

Including:

Round wood

Sawngoods

Plywood

Chipboards

Fiberboards

Market pulp

Paper

Paperboard

* Rosstat’s forecast
** By UTMER’s estimate
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January-July
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2015
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Logging, 2011-2015

MIn. m3

200 -
196.7

190

185

180

2011 2012 2013 2014

A/% Union of Timber Manufacturers and Exporters of Russia

The volume of logs
felled in Russiain
January-July 2015

Increased by 1,2% against
the same period of last
year.




Softwood Roundwood Consumption Development

In the Russian Federation in 2007-2015
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Softwood Roundwood Export from Russia, 2012-2015

1000 m?3
Importing countries 2012 2013 S/ij 2014 i;”i/i zoijnuar) —JunzeOlS 15//3/04
Finland 525,2 956,7 +82,2 945,3 -1,2 462,0 293,3 -36,5
Sweden 56,0 179,9 +221,3 222,3 +23,6 77,0 64,5 -16,2
Germany 55,4 294 -88,4 139,4 +374,2 69,9 82,5 +18,0
Others 5,9 16,9 +186,4 81,4 +381,7 56,6 33,5 -40,8
EU 642,5 1182,9 +84,1 1388,4 +17,4 655,5 473,8 -27,7
Uzbekistan 251,2 267,7 +6,6 311,8 +16,5 155,6 1111 -28,6
Kazakhstan 179,7 201,2 +12,0 201,7 +0,2 74,2 108,6 +46,4
Tajikistan 15,8 14,9 -6,0 11,6 -22,1 4,2 2,7 -35,7
Others 20,9 19,3 -8,3 29,0 +50,0 13,7 10,2 -25,5
CIS 467,6 503,1 +7,6 554,1 +10,1 2477 232,6 -6,1
China 10668,5 9584,4 -11,3 10996,6 +14,7 5471,8 4777,1 -12,7
Japan 252,2 2345 -7,5 218,8 -6,7 153,4 67,8 -55,8
South Korea 845,3 857,0 +1,4 4959 -42,1 3253 92,1 -71,7
Turkey 15,9 10,4 -52,9 6,1 -41,3 1,2 2,4 +100,0
Others 8,8 8,3 -6,0 22,1 +166.3 11,3 14,9 +31,9
Total 12900,8 12380,6 -4,2 13682,0 +10,5 6876,2 5660,7 -17,7
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Russian Softwood Roundwood Export, 6 months 2015 vs 2014

(Percentage)

Sources: Customs Statistics
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Wood-based Panels Production

Plywood, 1000 m3 Chipboards, 1000 m3
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In January-July 2015 Russian
plywood and fiberboard
production showed year-on-year
increase of 3,7% and 20,5%
respectively. Production of

chipboards remained at the same
level as last year.




Market Pulp, Paper, Paperboard and Furniture Production

Market Pulp, 1000 t Paper and paperboard, 1000 t
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Sawngoods Production*

MIn.m3
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In the first seven months of
2015 the Russian sawngoods

production output decreased
by 0,3% against the same
period of last year.




Softwood Sawngoods Export from Russia, 2012-2015

1000 m3
Importing countries 2012 2013 ];?/];/f 2014 ]j/];/f 2014January—3une2015 ]f;ﬂ:
Germany 500,9 441,4 -11,1 419,8 -4,9% 210,6 220,4 +4,7
Baltic States 577,8 629,3 +4,7 703,3 +11,8 372,2 401,0 +7.7
Netherlands 260,7 289,3 +11,0 293,9 +1,6 157,3 158,2 +0,6
Finland 479,0 422,2 -11,9 434,3 +2,9 139,1 238,8 +71,7
France 272,6 289,8 +6,3 305,5 +5,4 236,1 119,2 -49,5
UK 242,4 276,1 +13,9 316,8 +14,7 154,8 173,4 +12,0
Others 506,9 499,0 -1,6 473,8 -5,1 254,6 257,4 +1,1
EU 2240,3 2847,1 +27,1 29474 +3,5 1524,7 1568,4 +2,9
Azerbaijan 893,2 1014,7 +13,6 981,8 -3,2 528,3 404,1 -23,5
Tajikistan 848,2 949,4 +11,9 1027,2 +8,2 478,2 303,8 -36,5
Uzbekistan 2104,8 2641,6 +25,5 2778,1 +5,2 1318,9 1144,4 -13,2
Others 1555,6 1075,2 -30,9 1102,5 +2,5 521,9 514,2 -1,5
CIS 5401,8 5680,9 +5,2 5889,6 +3,7 2847,3 2366,5 -16,9
Egypt 1765,9 1373,4 -22,2 1491,6 +8,6 842,3 1022,6 +21,4
Iran 931,6 745,1 -20,0 654,6 -12,1 2339 383,3 +63,9
China 6273,3 7505,5 +19,6 8344,6 +11,2 4059,9 4645,7 +14,4
South Korea 285,9 311,9 +9,1 272,0 -12,8 106,3 161,2 +51,6
Japan 768,2 946,5 +23,2 826,7 -12,7 446,8 423,7 -5,2
Others 1148,3 1162,5 +1,2 1251,7 S 642,4 579,8 -9,7
Total 19415,3 20572,9 +6,0 21678,2 +5,4 10703,6 11151,2 +4,2

Sources: Customs Statistics
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Major Softwood Sawngoods Export Destination

In January-July 2013 - 2015
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Wood products export, 2011-2014

Export volume Export structure
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Wood Products Export, January-July 2015

Export volume Export structure
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Main Wood Products Export Dynamics, 2011-2014

Round wood, Min.m?3 Sawngoods, Min.m3
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Import volume

Wood Products Import, 2011-2014
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Wood Products Import, January-July 2015

Import volume Import structure
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Share of the Russian Forest Industries Sector

In the National and World Economy in 2014

* in the Russian GDP - 1,26%;

* in the Russian volume of shipped products:

* in the Russian industry as a whole — 2,91%,

* in the Russian manufacturing industry— 4,26%.

* In currency earnings from the Russian export — 2,25%.
* In the total employment in the manufacturing industry
« of Russia - 8,1%.

* Inthe world forest products trade —2,9%.

Sources: FGUP “State Scientific Center of Forest Industries Complex ”
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Wood Products Consumption, Min. USD
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Wood Products Home Consumption, Bln.Rouble
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Paper and Paperboard Home Consumption, Min.USD
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3. FAO’s long-range forecast to 2030 and
expected results of 2015: parameter comparison
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FAQO’s long-range forecast and expected results in 2015

FAO’s forecast

Production Scenario 2015 5030 Expected results in 2015
innovative 191.3 301,2
ROUNE! hoeg), WIme moderate 1812 259 4 199,0
inertial 178,5 232,4
innovative 42,0 66,2
SERTIEEEES, I moderate 35,8 51,5 33,1
inertial 29,6 36,8
innovative 3288 5530
Plywood, 1000 m3 moderate 3197 4908 3547
inertial 3081 4010
hipboards. 1000 m3 innovative 7182 11706
Chipboards, m moderate 7095 11086 6667
inertial 6938 8678
_ q 000 m3 innovative 2355 4200
Fiberboards, 1000 m moderate 2167 3200 490,8 Min.m?2
inertial 2075 2800
innovative 2450 3900
Market pulp, 1000t moderate 2400 3350 2519
inertial 2400 3300
innovative
Paper and paperboard, 1000 t 9600 25500 8238
moderate 9500 18800
inertial 8400 14700
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4. Forest industries sector’s challenges
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Investment in the Russian Forest Industries Sector, 2007-2014
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2007 2008 . 2009 2010 2011 2012 2013 2014

. Logging Sawmill and woodworking B Pulp and paper B  Furniture
[ Number of investment projects — 121 }

Announced -

Forest resources

377,8 BLN.RBL, Creation of new jobs

ensuring
INVESTED IN 2014 - 36,6 64.8 MLN.M3 63200
BLN.RBL _ g , -

» Employment growth in forest industries sector by 9%
» Growth of logging by 42%
» Increasing production of forest products by 37% @
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Required Level and Structure of Investments

In the Russian Forest Industries Sector (innovation scenario)

Required investments level —3129,16 BIn. Rouble

R&D

1.2% Education and training

Forestry 1,0%

h ‘W/
Logging

10,0%

Sawmilling

3,8% Furniture industry \ Wood-based panels industry
4, 7%

Pulp and paper industry

/

37,4%

16,0%

Sources: FGUP “State Scientific Center of Forest Industries Complex ”
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5. Development trends
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Import Substitution in the Russian Forest Industries Sector

The first direction:
Import substitution of forest products
in the domestic market

The second direction:
Machines and equipment for timber

In 2014 the Russian forest products
import decreased by 7,6%
in comparison with 2013

For the first seven months of 2015 the
imports decreased by 41,3%
compared with the corresponding period of
last year

New capacities for the production of some
types of paper have been put into operation

at the plants in Arkhangelsk and Perm
Reqgions

The Russian manufacturers can completely
meet domestic demand for wood-based
panels

AAA Union of Timber Manufacturers and Exporters of Russia

industry

Position of the domestic forest
machinery is a very difficult

There is a necessity for the import
substitution in the following positions:

* harvesters;
* forwarders;
* wheeled skidders.

There is no any prospects of the creation
of import-substituting productions in the
field of mechanical engineering for the pulp
and paper and wood-based panels
production




Share of Import on the Russian Forest Machines Market
(according to the data of 2013)

Particular types of machine All types of machine

Import share in the total

number of machines,%
Import chare | Share of

in the total [mports in
number of total
machines, % | sales, %

7
- Share of imports

73,0 6,4

in total sales,%
Crawler skidder 6,0
86,1 4.5

Types of machine

Feller buncher
Feller skidder

Wheeled skidders 100,0 100,0
Harvesters “ 99,8
Forwarders - 9

AAA Union of Timber Manufacturers and Exporters of Russia @
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Production and Import of Forest Machines, 2013-2014

2013 2014

According to expert estimates
the Russian machinery loses
solvent demand
601 uni 660 units in the forest industries sector

units (84%)
(86%) by 12-15 Bln. Rouble a year

® Production Import 2014

Particular types of machine Production, units Import, units

Feller buncher

Feller skidder 12 55

Crawler skidder 25
Wheeled skidders 72
Harvesters 296
Forwarders 212
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Producing Capacity Utilization in Wooden House-Building in 2014

Existing producing capacity and real production of wooden factorial houses
= Share of real production of wooden factorial houses, % ®m Percentage of unused capacity
100%
80%
60% 70,9
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0% e — — _
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Share of wooden house-building in the residential construction in Russia, %
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100%
80%
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0% (8,5Min.sqg.m) oy e TSR (L b
Wooden house-building Low-rise residential construction Residential construction

Sources: Rosstat data
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Assessment of prospects and feasibility of wood-based fuel using for

heating instead of oil products in the Federal Districts of Russia

Structure of oil and oil products consumption for heating purposes
in Russia (utilities sector), 2014

1%
black oil

\ | mdiesel oil
|

crude oil and gas condensate

m others

Oil and oil products consumption for heating purposes in Russia (utilities sector) by Federal Districts

Russian Central Northwest Southern North Volga Urals Siberian Far Eastern
Federation Federal Federal Federal Caucasian Federal Federal Federal Federal
District District District Federal District District District District
District
100% 9% 32% 2% 0% 7% 6% 13% 31%

Total stock of wood-based fuel, MIn.m3

4,8 12,5 0,6 0,3 6,8 9,8 40,3 24,8
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Potential Use of Wood-Based Fuel in Utilities Sector

by the Federal Districts

=% in the Russian general stock of wood m% of oil and oil products consumption
50
40,3
40
31
30 24,
20 o 13
10 0 68 7 ‘6
06 =
o ol Do 220 [ O O
Central Norhwest South North Volga Urals Siberian Far Easten
Caucasus

Oil and oil products

. . . . Actual amount of forest Potential of unused Total possible amount
Russian Federation consumption for heating . .
Regions urposes in 2014. 1000 biomass when logging, annual allowable cut, of wood-based fuel
g purp toe ‘ 1000 toe p.a. 1000 toe p.a. usage, 1000 toe p.a.
Republic of Karelia 125,7 92,8 156,7 249,5
Komi Republic 176,3 359,0 3884,0 4243,0
Primorsky Territory 561,8 295,4 739 1034,4
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6. Road map
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Priority Measures to Ensure Sustainable Development

of the Russian Forest Industries Sector

ﬂMPROVING EFFICIENCY OF THE\
STABILIZATION MEASURES

FOREST INDUSTRIES SECTOR

— ensuring stable work of

OF NON-RAW EXPORT attractiveness of the forest
sector;

— stimulating the development
of import-substituting

REDUCING BUSINESS COSTS production;

— stimulating the development
of export-oriented production;

— reducing social tension and

MEASURES TO ENSURE SOCIAL improving the living standards
STABILITY of workers.

enterprises;
[IMPORT SUBSTITUTION AND SUPPORT — increase of investment

Sources: FGUP “State Scientific Center of Forest Industries Complex ”
A% Union of Timber Manufacturers and Exporters of Russia
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7. Legal regulation
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The Current Russian Legislation and Normative-legal Acts Affecting
the Development of the Forest Industries Sector

Federal law on amendments to the Forest Code of the Russian
Federation and certain legislative acts regarding improvement of
regulation of forest relations, adopted in 2015

Federal law on amendments to the Forest Code
of the Russian Federation and the Russian Federation
Code of administration offences, adopted in 2013

A% Union of Timber Manufacturers and Exporters of Russia @




The Regulations Affecting the Development of Investment Activity
In the Russian Forest Industries Sector

1) aimed at improving the sustainability of the Russian forest industries sector:

State programs of the Russian Federation, adopted in 2014

1) Development of forestry for 2013-2020

2) Development of industry and increase of its competitiveness

2) aimed at stimulation of investment activity:

The Russian Government regulations aimed at the provision of subsidies, adopted in 2014-2015:
1) for the creation of new high-tech manufacturing industries;

2) on the formation inter-seasonal stocks of raw wood;

3) for technical re-equipment, reconstruction, modernization;

4) for realization of new investment projects;

5) for replenish current assets;

6) For realization of investment projects in the Far Eastern Federal District.
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The Regulations Affecting the Development of Investment Activity
In the Russian Forest Industries Sector (continued)

2) aimed at stimulation of investment activity:

aimed at providing various mechanisms of state support:

1)Federal law on industrial policy in the Russian Federation, adopted in
2014;

2)Federal law on territories of priority socio-economic development in the
Russian Federation, adopted in 2014;

3) Federal law on special economic areas, adopted in 2005;

4)Federal law on public-private partnership and municipal-private
partnership in the Russian Federation, adopted in 2015
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CITACUBE0O SA BHUMAHWE

THANK YOU!
??7? are welcome

Nikolay V. lvanov, Vice-President of the Union of Timber
Manufacturers and Exporters of Russia (UTMER)
http://mww.slIr.ru
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