Lumber and Wood Panel Prices are Experiencing an
Unprecedented Surge due to a Convergence of Unique Demand
and Supply Events
Demand factors
The Covid crisis has triggered a huge rebound in residential construction activity,
including both new construction and repair and remodeling of existing homes. The
Covid lockdowns, school closures and an accelerated shift to working from home
fueled the need for expanded/reconfigured living space to accommodate a much more
home focused lifestyle. The increased residential construction activity was supported
by low mortgage rates and boosted income from federal Covid assistance payments
and augmented unemployment.

U.S. Housing Starts Bounce to Near-term Highs during Pandemic
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Source: U.S. Census Bureau as of May 18, 2021

Supply factors
Lumber and wood panel producers sharply curtailed production at the start of the
Covid crisis, draining the supply chain. As a strong recovery in wood products demand
developed in the second half of 2020, the industry faced hurdles to ramp up
production in response to increasing demand and higher prices due to difficulties in
bringing workers back into the mills. Labor remains a constraint on mill production as
laid-off workers have been reluctant to return to mills due to anxiety about Covid in the
work-place and having the option of augmented unemployment. This has delayed the
ability of mills to add shifts and substantially boost production. A shortage of trucks
and truck drivers, which has been reported to be most difficult in the U.S. South, is an
additional impediment to rebuilding adequate supplies for wholesalers, retail outlets
and end-users, as well as raising the cost to deliver products.1
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The Trucker.com as of October 8, 2020 https://www.thetrucker.com/trucking-news/business/driver-shortage-tops-atris-2020-listof-top-trucking-industry-issues-for-motor-carriers-insurance-makes-lists-for-first-time-since-2005
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With the mills currently the tight-spot in the lumber
U.S. Wood Product Prices Soar Amidst Supply-chain Disruptions
and wood panel markets, the excess profits in the
sector are flowing to the mill operators and less of the $1,400
Lumber Index
Plywood Index
OSB Index
current extraordinary profitability is being shared with
$1,200
the raw material supplier (timberland
owners). However, this dynamic is not uniform
across regions and is in the process of changing. In $1,000
the Pacific Northwest, where timber supplies are
$800
relatively tight compared to the needs of the region’s
lumber mills, timber prices have moved higher and
$600
are near cyclical highs. The rate of increase in
western timber prices has not matched the
$400
accelerated pace of price increases for lumber and
wood panels, but western timber markets have also
$200
been moderated by substantial amounts of salvage
material from last year’s widespread wildfires in the
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region temporarily boosting timber availability. On
the western properties under our management, we
are running well above budget for 2021 YTD, and
Source: Random Lengths as of May 6, 2021 Note: Lumber Index = Random Length Composite
we expect the strong markets are going to extend at Lumber Index $/MBF; Plywood index = Southern Plywood CDX/S.W. 15/32 3ply $/MSF; OSB Index
= N. Central 7/16, $/MSF.
least through the end of this year.
In the U.S. South, the impact of the strong prices and profitability in the lumber and panel sector has been much more muted for
timber prices than in the western regions. The supply and availability of mature sawtimber is very favorable and moderating increases
in timber prices. Still in recent months as mills increase production and more new capacity comes on line, southern timber demand
has moved higher and prices are edging higher (up 5% in 2021:Q1 after an extended period of falling/flat pricing).2
The U.S. South is also attracting significant capital investments in new capacity. Forisk, a leading forest and wood products research
consulting firm tracks North America sawmill investment, and estimates roughly $1.7 billion in announced projects are in the pipeline
in the U.S. South, which is anticipated to add over 4.5 BBFT of capacity between 2020 and 2022.3 This additional capacity is coming
in the form of capacity increases at existing mills (ie: Interfor adding close to 100 MMBF to both their Thomaston, GA and Eatonton,
GA mills; Vicksburg Forest Products in MS adding 80 MMBF; Pine Products Inc. in Martinsville, VA adding 100 MMBF and Jasper
Lumber in Jasper, AL adding 130 MMBF).4 New facilities in the U.S. South have also been announced, such as West Fraser in
Dudley, GA (190 MMBF); Westervelt in Thomasville, AL (250 MMBF); Mission Forest Products, in Northern MS (250 MMBF), Biewer
in Winona, MS (350 MMBF), Idaho Forest Group in Lumberton, MS (250 MMBF), and the big kahuna, the purchase of the idled
Klausner mega sawmills by Austria’s Binderholtz Group in Live Oak, FL (350 MMBF) and Enfield, NC (175 MMBF).5 As the new and
expanded capacity becomes fully staffed and operational, the increased regional demand for timber is expected to continue to move
southern timber prices higher.
The current pricing situation in lumber and wood panels is not sustainable, and prices are expected to ease at some point in the
second half of the year and continue to moderate in 2022. Increases in demand are expected to moderate as builders and buyers
deal with higher costs and reduced affordability. Supply of lumber and wood panels is expected to increase as more capacity comes
on line and imports rise. As these market dynamics come into play, the tight spot should shift from the mills back to the timber
owner. As mill production increases (especially in the U.S. South where new investment is focused) timber demand is expected to
continue to move higher and support higher timber prices and returns for timberland owners.
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About Hancock Natural Resource Group
Hancock Natural Resource Group, Inc. is a registered investment adviser and
part of Manulife Investment Management’s Private Markets platform. We
specialize in global farmland and timberland portfolio development and
management on behalf of our investors worldwide. Our timber division
manages approximately 5.4 million acres of timberland across the United
States and in Canada, New Zealand, Australia, and Chile. Our agricultural
investment group oversees approximately 474,000 acres of prime farmland in
major agricultural regions of the United States and in Canada and Australia.
About Manulife Investment Management
Manulife Investment Management is the global wealth and asset management
segment of Manulife Financial Corporation. We draw on more than a century
of financial stewardship to partner with clients across our institutional, retail,
and retirement businesses globally. Our specialist approach to money
management includes the highly differentiated strategies of our fixed-income,
specialized equity, multi-asset solutions, and private markets teams—along
with access to specialized, unaffiliated asset managers from around the world
through our multimanager model.
Important Information
A widespread health crisis such as a global pandemic could cause substantial
market volatility, exchange-trading suspensions and closures, and affect
portfolio performance. For example, the novel coronavirus disease (COVID-19)
has resulted in significant disruptions to global business activity. The impact of
a health crisis and other epidemics and pandemics that may arise in the future,
could affect the global economy in ways that cannot necessarily be foreseen at
the present time. A health crisis may exacerbate other pre-existing political,
social and economic risks. Any such impact could adversely affect the
portfolio’s performance, resulting in losses to your investment.
Investing involves risks, including the potential loss of principal. Financial
markets are volatile and can fluctuate significantly in response to company,
industry, political, regulatory, market, or economic developments. These risks
are magnified for investments made in emerging markets. Currency risk is the
risk that fluctuations in exchange rates may adversely affect the value of a
portfolio’s investments.
The information provided does not take into account the suitability, investment
objectives, financial situation, or particular needs of any specific person. You
should consider the suitability of any type of investment for your circumstances
and, if necessary, seek professional advice.
This material is intended for the exclusive use of recipients in jurisdictions who
are allowed to receive the material under their applicable law. The opinions
expressed are those of the author(s) and are subject to change without notice.
Our investment teams may hold different views and make different investment
decisions. These opinions may not necessarily reflect the views of Manulife
Investment Management or its affiliates. The information and/or analysis
contained in this material has been compiled or arrived at from sources
believed to be reliable, but Manulife Investment Management does not make
any representation as to their accuracy, correctness, usefulness, or
completeness and does not accept liability for any loss arising from the use of
the information and/or analysis contained. The information in this material may
contain projections or other forward-looking statements regarding future
events, targets, management discipline, or other expectations, and is only
current as of the date indicated. The information in this document, including
statements concerning financial market trends, are based on current market
conditions, which will fluctuate and may be superseded by subsequent market
events or for other reasons. Manulife Investment Management disclaims any
responsibility to update such information.

professional tax, investment or legal advice. Clients should seek professional
advice for their particular situation. Neither Manulife, Manulife Investment
Management, nor any of their affiliates or representatives is providing tax,
investment or legal advice. This material was prepared solely for informational
purposes, does not constitute a recommendation, professional advice, an offer
or an invitation by or on behalf of Manulife Investment Management to any
person to buy or sell any security or adopt any investment strategy, and is no
indication of trading intent in any fund or account managed by Manulife
Investment Management. No investment strategy or risk management
technique can guarantee returns or eliminate risk in any market environment.
Diversification or asset allocation does not guarantee a profit or protect against
the risk of loss in any market. Unless otherwise specified, all data is sourced
from Manulife Investment Management. Past performance does not guarantee
future results.
Manulife Investment Management
Manulife Investment Management is the global wealth and asset management
segment of Manulife Financial Corporation. We draw on more than a century
of financial stewardship to partner with clients across our institutional, retail,
and retirement businesses globally. Our specialist approach to money
management includes the highly differentiated strategies of our fixed-income,
specialized equity, multi-asset solutions, and private markets teams—along
with access to specialized, unaffiliated asset managers from around the world
through our multimanager model.
This material has not been reviewed by, is not registered with any securities or
other regulatory authority, and may, where appropriate, be distributed by the
following Manulife entities in their respective jurisdictions. Additional
information about Manulife Investment Management may be found at
manulifeim.com/institutional
Australia: Hancock Natural Resource Group Australasia Pty Limited., Manulife
Investment Management (Hong Kong) Limited. Brazil: Hancock Asset
Management Brasil Ltda. Canada: Manulife Investment Management Limited,
Manulife Investment Management Distributors Inc., Manulife Investment
Management (North America) Limited, Manulife Investment Management
Private Markets (Canada) Corp. China: Manulife Overseas Investment Fund
Management (Shanghai) Limited Company. European Economic Area
Manulife Investment Management (Ireland) Ltd. which is authorised and
regulated by the Central Bank of Ireland Hong Kong: Manulife Investment
Management (Hong Kong) Limited. Indonesia: PT Manulife Aset Manajemen
Indonesia. Japan: Manulife Investment Management (Japan) Limited.
Malaysia: Manulife Investment Management (M) Berhad 200801033087
(834424-U) Philippines: Manulife Asset Management and Trust Corporation.
Singapore: Manulife Investment Management (Singapore) Pte. Ltd. (Company
Registration No. 200709952G) South Korea: Manulife Investment
Management (Hong Kong) Limited. Switzerland: Manulife IM (Switzerland)
LLC. Taiwan: Manulife Investment Management (Taiwan) Co. Ltd. United
Kingdom: Manulife Investment Management (Europe) Ltd. which is authorised
and regulated by the Financial Conduct Authority United States: John Hancock
Investment Management LLC, Manulife Investment Management (US) LLC,
Manulife Investment Management Private Markets (US) LLC and Hancock
Natural Resource Group, Inc. Vietnam: Manulife Investment Fund
Management (Vietnam) Company Limited.
Manulife, Manulife Investment Management, Stylized M Design, and Manulife
Investment Management & Stylized M Design are trademarks of The
Manufacturers Life Insurance Company and are used by it, and by its affiliates
under license

Neither Manulife Investment Management or its affiliates, nor any of their
directors, officers or employees shall assume any liability or responsibility for
any direct or indirect loss or damage or any other consequence of any person
acting or not acting in reliance on the information contained here. All
overviews and commentary are intended to be general in nature and for
current interest. While helpful, these overviews are no substitute for
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