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Week of August 10, 2001

In the news…

-PPPC released its monthly executive report on North American Printing and Writing Statistics. According to these statistics:

· Production of printing and writing paper dropped 301,000 tons in June to 2,164,000 tons compared to the same month last year.

· June Inventories decreased 68,000 tons to 2,502,000 tons versus May.  This represents a 152,000 ton drop compared to June 2000.  Most of the decline was at uncoated freesheet mills, primarily due to downtime.

· The overall printing and writing operating rates in June were 84 percent, much higher than May’s level of 79 percent.

-Stocks of pulp at European ports, as measured by Utipulp, dropped  44,000 tons during June to 1,321,740 tons. Although this returns the total pulp inventory at the ports to the prior month’s level, it still remains considerably higher than the same period last year at 790,675 tons.

Printing and Writing Papers. With prices getting lower and lower everyone’s attention is focusing on the paper industry and the looming questions of “when will paper demand take off? how big will the upswing be? and how will it ultimately affect the pulp industry?”  Despite the disappointing numbers released by PPPC, pulp producers appear to be banking on the usual start of the school year and the subsequent seasonal uptick in paper demand to pull them out of the current malaise.  Specifically, there is a tentative expectation that uncoated freesheet demand, particularly that of reprographic paper for school and office use, will get a lift as large buyers start the bidding process in August. Additionally, production of lightweight coated papers is also expected to pick up during the same period due to increased demand from cataloguers.                                                                                                      Adverse effects of the prevailing slump in paper markets have been felt most acutely by coated paper producers.  The economic slowdown and resulting decrease in magazine subscriptions has led to a precipitous drop in advertising revenues at magazines, which has, in turn dampened demand for this paper grade. See graph below. It is clear from the graph that the continuing drop in magazine ad pages, which began late last year, does not show any signs of abating. 

Price. The pulp market continues to show no indication of recovery as the NBSK PIX pulp benchmark price on the Finnish Options Exchange fell this week to US$459.82, down US$9.41 (2 %) from last week. The BHKP benchmark price for Euca/Birch came in at $396.85, down $5.24 (1.3%) from last week. See graph below. However, some market observers are still counting on a U.S.-led global economic recovery later this year to rally demand in the pulp markets as papermakers take advantage of “rock bottom” pricing to restock inventories.  According to this view, producers are expected to raise their price quotes as early as the end of September in response to this anticipated improvement in conditions. The increase is expected to be higher in the hardwoods than softwoods.  If, on the other hand, the economic recovery does not materialize, pulp prices may continue their downward slide until the beginning of 2002, leaving little chance of improvement in market conditions before the second half next year.  
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June 2001 magazine ad pages have dropped by 20%  vs. June 2000.
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		Travel		893		1028		1396.5		1375		1528		908		716		637		1339		1402		1530		869		1043		1068		1531		1660		1702		961		799		723		1519		1603		1570		978		985		1195		1651		1642		1715		985		942		704		1526		1659		1658		1008		1038		1042		1725		1621		1820		1038
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Major drop in the magazines ads since the beginning of this year.
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Major drop in magazine ads since the beginning of this year.
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