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Week of July 23, 2001

This past week was relatively quiet in the pulp industry with the most significant news being related to corporate earnings. As expected, major industry players like Ence, Stora Enso, and Weyerhaeuser all reported lower earnings for the second quarter, and were hampered by continued deterioration in global pulp prices. Despite market pessimism Kimberly Clark reported flat profits. 

In other news….

Downtime

Tembec Inc. is planning to take most of its pulp downtime during the month of August. The company had announced a major downtime of about 100,000 tonnes since early July. This downtime is part of a stream of downtimes announced by many pulp producers in an effort to stop the price free-fall. The overall downtime announced so far for the third quarter amounts to 836,000 tonnes, which is about 3% of Norscan market pulp capacity. More downtime is expected as recovery in pulp prices looks ever more remote in 2001. The industry is faced with a decreasing demand for paper and it’s about time that producers understand that prices will not bounce back until some serious action is taken.  (See table below for major downtime announced for July)

Price

This past Tuesday the Finnish index compiler FOEX put the benchmark price of (NBSK) at $477.27/ton, down $1.64 from last week. BHKP (Bleached Hardwood Kraft Eucalyptus/Birch) came in at $408.50 up $0.25/ton. This is a very interesting development as the drop in NBSK was a mere 0.34% compared to 2.43% of last week, while prices of BHKP increased for the first time in months now. Based on these tentative signs of recovery and continued producer discipline market consensus believes pulp prices will reach the bottom sometimes during the 3rd quarter. Additionally, demand is expected to begin its recovery during the same period as consumers take advantage of current price levels to begin stockpiling. (See FOEX Price below)

  North American Pulp Downtime  

 Announced for the Month of July                                      
	Company
	Downtime
	% Of Total

	
	
	

	 Bowater
	18,000
	7%

	Canfor Corp
	7,500
	3%

	Celgar
	14,163
	6%

	Domtar
	12,404
	5%

	Georgia Pacific
	12,000
	5%

	IP
	75,687
	30%

	Louisiana Pacific
	16,399
	6%

	Norske Skog
	9,333
	4%

	Samoa Pacific
	11,420
	5%

	Skeena Cellulose
	20,000
	8%

	Tembec Inc
	10,000
	4%

	Western Pulp Ltd
	24,000
	9%

	Weyerhaeuser
	22,444
	9%

	Total
	253,350
	100%


Source: paperloop.com
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Tentative signs of recovery ????
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