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EIM Fundamentals Market Wrap- PULP



Week of August 31, 2001

In the news…

 The Mead Corporation and Westvaco Corporation announced on Thursday that they have agreed to merge through a stock-swap deal valued at $3 billion. The new company, which will be called MeadWestvaco Corporation, will have a total of $8 billion in annual revenues and is expected to achieve annual operating synergies of more than $325 million.  

Domtar announced that it will be taking market downtime and suspending production of hardwood pulp at its Espanola, Ontario mill from August 27 to September 11, 2001. This is an additional 8 days from the original maintenance shutdown and will reduce production output by 10,000 tonnes.                                                                                                                                                                                                                              

Belkorp Industries Inc. based in Vancouver, BC has acquired the Deferiet Paper Co. mill in upstate New York from bankruptcy court and plans to reopen the mill. The mill’s capacity is listed as 225,000 tonnes of groundwood specialty paper.

Price. Despite recent optimism by industry analysts regarding a potential price recovery, this week’s prices on the Finnish Options Exchange showed weakness relative to last week.  The benchmark NBSK index dropped US$2.65/ton (0.58%) to US$452.55/ton, a larger drop than that posted last week, while BHKP Euca/Birch rose US$0.18 (0.08%) to US$402.14/ton, a smaller increase relative to last week.  The average PIX NBSK index price for August was US$456/ton, down 6% from July’s average, while the PIX BHKP index average came in at US$400/ton, down 3% from July. 

 Finally, the RISI NBSK index, published yesterday, was US$470/ton, down US$20 (4.08%) versus July, while RISI’s NBHK index dropped US$20/ton, or 5% versus the prior month.  Looks as though the market is still issuing some mixed signals.

Market Conditions. Although it would appear that pulp producers have undoubtedly taken the current price slump to heart and responded with ample downtime, the realization of a sustained price recovery will on an upswing in demand.  Where is demand now?  A recent report issued by the AF&PA showed bullish results for July’s printing/writing paper inventories with a 74,000 ton decline (3.4%) versus the prior month.  Current inventory levels stand at 2.1 million tons.  This is noticeably the lowest level of inventories since February 1998.  The graph below shows inventory data for the printing/writing paper industry in the U.S.  Note the downward trend --- quite possibly a positive sign for pulp producers.


[bookmark: _1060771650][bookmark: _1060752973][bookmark: _1060751137][bookmark: _1060750856][bookmark: _1060750544]

    


















                                                                      

                         source: Pulp and Paper Products Council in Montreal, Canada.


 * The data for printing and writing in the graph is from PPPC, therefore it might be slightly different from the ones reported from AF&PA.                                                                                                                                                                                                              
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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						Date		NBSK		% Change		BHKP		% Change								Monthly Averages

						17/Apr/01		586.53				543.42								Date		NBSK				BHKP

						24/Apr/01		580.42		-1.04%		536.53		-1.27%						Jan/01		708.192

						02/May/01		577.98		-0.42%		524.57		-2.23%						Feb/01		677.445		-4.34%

						08/May/01		572.04		-1.03%		512.05		-2.39%						Mar/01		636.1625		-6.09%

						15/May/01		560.19		-2.07%		497.16		-2.91%						Apr/01		596.4925		-6.24%

						22/May/01		545.22		-2.67%		490.16		-1.41%						May/01		559.124		-6.26%		500.266

						29/May/01		540.19		-0.92%		477.39		-2.61%						Jun/01		520.8825		-6.84%		453.3525		-9.38%

						05/Jun/01		536.63		-0.66%		465.59		-2.47%						Jul/01		483.162		-7.24%		410.558		-9.44%

						12/Jun/01		519.9		-3.12%		456.26		-2.00%						Aug/01		456.2375		-5.57%		399.85		-2.61%

						19/Jun/01		515.5		-0.85%		450.7		-1.22%

						26/Jun/01		511.5		-0.78%		440.86		-2.18%

						03/Jul/01		499.55		-2.34%		422.03		-4.27%

						10/Jul/01		490.85		-1.74%		411.92		-2.40%

						17/Jul/01		478.91		-2.43%		408.25		-0.89%

						24/Jul/01		477.27		-0.34%		408.5		0.06%

						31/Jul/01		469.23		-1.68%		402.09		-1.57%

						07/Aug/01		459.82		-2.01%		396.85		-1.30%

						14/Aug/01		457.58		-0.49%		398.45		0.40%

						21/Aug/01		455.1		-0.54%		401.96		0.88%

						28/Aug/01		452.45		-0.58%		402.14		0.04%
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