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Supply Side News:
- In September, world pulp inventories fell 345,000 tons, or 10 percent, to approximately 3.1 million tons from 3.4 million in August.  Given that September inventories have historically dropped by only 128,000 tons, this is a positive sign. The decline was a result of both stronger shipments and heavy downtime. (See next page for a graph of world inventories).  Shipments of approximately 2.9 million tons rose 4.4 percent compared to August, while production of approximately 2.5 million tons tumbled 10.2 percent versus a year ago, and 5.9 versus last month. Producers’ operating rate of 84 percent, was down from the same time last year when producers ran at 95 percent. Shipments to capacity ratio, considered an indicator of producer discipline indicator, jumped 5 points to 95 percent. 

- Shipments of market pulp to China totaled 462,157 tons in September, down 0.6 percent compared with August shipments. Despite the month-to-month decline, market pulp imports into China year-to-date have climbed 33 percent vs. the same period last year as Chinese paper producers restock pulp inventories.

- Producers continue showing discipline in taking necessary downtime to keep market fundamentals pretty well balanced. NorskeCanada announced it will take additional curtailment at all four of its BC pulp and paper divisions during the fourth quarter. Pulp production will be curtailed by 23,600 tons. Fourth quarter curtailment brings accumulated pulp downtime to 121,000 tons. 

Demand Side News:                                                                                                                                                                                                       

- PPPC reported that North American printing/writing paper inventories dropped by about 6 percent from August to September, but shipments, production, and demand stayed depressed from year-ago levels. Total inventories decreased 133,000 tons from August to September to 2.1 million tons and were 313,000 tons or 12.7 percent lower than in September last year. Total North American printing/writing production was down 11.0 percent in September compared with a year ago, to approximately 2.1 million tons. Total shipments were off 9.9 percent to 2.2 million tons. The industry overall operating rate (shipments to capacity) in September was 84 percent, down from 88 percent in August and down from 96 percent a year ago. 

- Georgia Pacific is moving forward with a scheme to install a new tissue PM at its Gien mill in France. Trial runs at the 60,000 ton/yr unit are due to begin at the end of this year and commercial production will start next year.                             - Burgo of Italy has shut down the 60,000 ton/yr lightweight coated paper (LWC) unit in Italy. The shutdown follows the close of 40,000 ton/yr mediumweight coated machine. The two units will be replaced by a new 400,000 ton/yr LWC machine in November.                                                                                                                                                              - UPM-Kymmene will rebuild its label paper machine at the Jamsankoski mill in Finland in order to increase its capacity from the current 110,000 t/yr to 140,000 t/yr.                                                                                                                          -The Slovakian government has approved the new integrated pulp and paper greenfield project, to be build in Southeastern Slovakia. The mill will have a pulp capacity of 300,000-350,000 t/yr and an unspecified amount of paper. The mill, which is expected to start production in three to five years, will meet increasing domestic demand and take advantage of the growing paper consumption in Eastern Europe.

Price:                                                                                                                                                                                                                                                                                                                                                                                                                                                                                     

This week RISI published its pulp monthly index: for the first time this year NBSK increased by $10 to US$480. The price increases were seen in almost all pulp grades delivered to the US and ranged from US$5-15. Pulp delivered to Europe saw similar price increases that ranged from US$10-30. The highest increase was seen in the BEK price. The pulp price improvements were in line with producers’ campaign launched earlier last month to increase prices. (See NBSK RISI index graph on next page)
Contrary to RISI price, FOEX index moved the other direction this week: NBSK came down US$0.48 or 0.1 percent after four consecutive weeks of price increases. BHKP was Euro 466 down Euro 3.34 from last week. Expressed in US dollars BHKP was US$416.09 down US$2.33 or 0.56 percent. 
This mixed price data indicates that while producer discipline has successfully shored up the supply side, demand remains weak. Market consensus is still pointing towards a 2002 Q2 global economic recovery and a subsequent rise in pulp prices, albeit a slow one. 
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World inventories continue to drop as we see the first price increase this year
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Enron Industrial Markets and its affiliates are engaged in the trading of forest products and related commodities, and swaps, options, forwards and other derivatives on such commodities, for their own accounts and such trading could affect the markets for or prices of such commodities or derivatives.  The markets for and prices of such commodities and derivatives could also be affected by a variety of other factors, including supply and distribution factors, activities of other market participants and economic conditions generally.  Enron Industrial Markets and its affiliates assume no liability or responsibility for the accuracy or completeness of any information contained herein or for ensuring that any such information is current or updated.  The views set forth herein are intended solely for the personal use of the recipient, should not form the principal basis for any investment or trading decision and are not intended as advice or as a recommendation or solicitation of any transaction.  The user is solely responsible for any investment or trading decisions made on the basis of this information.  The information set forth herein is subject to change without notice at any time.
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