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In the news…                                                                                            

- Worldwide chemical paper-grade market pulp producer inventories declined 66,000 tons in August to 3.402 million from the prior month according to PPPC.  August production of 2.68 million tons declined 2.3 percent from last month, whereas shipments totaled 2.75 million tones, up 1.2 percent from July’s level. 

- Norske Skog announced new production curtailments during the month of September and October in the level of 17,000 tons of pulp. This announcement brings Norske Skog’s total pulp downtime fir the third quarter to 35,000 tons.

- Deutsche Bank released a report speculating that Weyerhaeuser will end its battle for Willamette Industries and withdraw the bid. Instead Weyerhaeuser might announce other deals for similar assets, specifically the containerboard business that Georgia Pacific might put out for sale. If this goes on as predicted it would make Weyerhaeuser the number 1 in the US containerboard market. 

- Suzano has formed a $120 million joint venture with Portugal’s Sonae to acquire a 28 percent stake in Portucel. The partnership also plans to bid for a further 25 percent share in the Portuguese producer, which the government plans to sell off in the beginning of 2002.  

Price. This week marked another stream of pulp producers announcing price increases in various grades of pulp. Canfor, Portucel, Bahia Sul, Parsons & Whittemore, Sappi, Metsa-Botnia, Sodra Cell, Stora Enso, Ence, and VCP all announced raising pulp prices by $20-$30/mton. Despite continuous efforts by pulp producers to raise pulp prices, FOEX did not did not respond accordingly this week. NBSK remained at the $450 level for the third week in a row, whereas BHKP was $404.96 up $4.89 (1.22%). Expressed in Euros the BHKP price dropped to Euro 436.76 from the Euro 439.4 of last week. (Please see graph below)

Market Conditions. Let’s try to review the market of the last couple of weeks and gain some perspective. First, Norscan inventories declined by 59,000 tons in August followed by worldwide inventory drop of 66,000 tons. Next, big pulp producers started to notify their customers of the price increases taking effect in October. The price increases have been justified on the basis of declining inventories as well as on the fact that pulp, especially hardwood, is becoming less available to the consumers. This may mean recovery, like many believe, but why did FOEX fail to respond to these last developments? Many analysts believe that there is no strong basis for a sustained price recovery.  Market for pulp has tightened only because of massive market-related downtime especially by the North American producers. The downtime on the other hand is taken only because the price has been below cash costs of many producers.  
There is a general consensus that pulp prices have bottomed and an upward tick to a $500 level would be possible as it represents the cash costs of many high cost producers. If prices were to move to $500 level the highest cost producers would start producing again causing inventories to spike up at a time when consumption improvement is not evident yet (as we saw last week Utipulp consumer inventories increased in August). If this were to happen we would all be in a market where there is oversupply with very little demand and thus make the outlook for prices very bleak.
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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

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

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

						19/Jun/01		515.5		-0.85%		450.7		-1.22%						Sep/01		450.4175		-1.28%		401.0925

						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%

						04/Sep/01		451.67		-0.17%		401.34		-0.20%

						11/Sep/01		450		-0.37%		398		-0.83%

						18/Sep/01		450		0.00%		400.07		0.52%

						25/Sep/01		450		0.00%		404.96		1.22%
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