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Important Notice

This presentation has been prepared by Macquarie Capital (Singapore) Pte Ltd (“Macquarie”) for the sole purpose of providing an overview of investment in

 

the forestry, 
timber, pulp and paper industries (“Purpose”). It is provided on a confidential basis, and may not be reproduced in whole or in part, nor may any of its contents be 
disclosed to any other person, without Macquarie’s prior written consent. 

This presentation is provided by Macquarie for general information purposes only, without taking into account any potential investors’

 

personal objectives, financial 
situation or needs. It should not be relied upon by the recipient in considering the merits of any particular transaction. It is

 

not an offer to buy or sell, or a solicitation to 
invest in or refrain from investing in, any securities or other investment product. Nothing in this presentation constitutes investment, legal, tax, accounting or other 
advice. The recipient should consider its own financial situation, objectives and needs, and conduct its own independent investigation and assessment of the contents of 
this presentation, including obtaining investment, legal, tax, accounting and such other advice as it considers necessary or appropriate. 

This presentation has been prepared on the basis of publicly available information, information supplied by information services

 

to which Macquarie subscribes.  
Macquarie has relied upon and assumed, without independent verification, the accuracy and completeness of all such information. It contains selected information and 
does not purport to be all-inclusive or to contain all of the information that may be relevant to the Purpose. The recipient acknowledges that circumstances may change 
and that this presentation may become outdated as a result. Macquarie is under no obligation to update or correct this presentation. 

Macquarie, its related bodies corporate and other affiliates, and their respective directors, employees, consultants and agents (“Macquarie Group”) make no 
representation or warranty as to the accuracy, completeness or reliability of the contents of this presentation. To the maximum extent permitted by law, no member of 
the Macquarie Group accepts any liability (including, without limitation, any liability arising from fault or negligence on the part of any of them) for any loss whatsoever 
arising from the use of this presentation or its contents or otherwise arising in connection with it. This presentation may contain forward-looking statements, forecasts, 
estimates and projections (“Forward Statements”). No independent third party has reviewed the reasonableness of

 

any such statements or assumptions. No member of 
the Macquarie Group represents or warrants that such Forward Statements will be achieved or will prove to be correct. Actual future results and operations could vary 
materially from the Forward Statements. Similarly, no representation or warranty is made that the assumptions on which the Forward Statements are based may be 
reasonable. No audit, review or verification has been undertaken

 

by the Macquarie Group or an independent third party of the assumptions, data, results, calculations 
and forecasts presented or referred to in this presentation. 

This presentation does not constitute an underwriting agreement,

 

a commitment on the part of Macquarie to subscribe for securities or a guarantee any offer of 
securities will be successful.  Any commitment to underwrite any

 

offer of securities will be subject to Macquarie’s internal approval processes, suitable market conditions 
and the execution of an underwriting agreement subject to such conditions precedent, termination and other provisions as are agreed.

The recipient acknowledges that neither it nor Macquarie intends

 

that Macquarie act or be responsible as a fiduciary to the recipient, its management, stockholders, 
creditors or any other person.  Each of the recipient and Macquarie, by accepting and providing this presentation respectively, expressly disclaims any fiduciary 
relationship and agrees that the recipient is responsible for making its own independent judgments with respect to any transaction and any other matters regarding this 
presentation.   

The Macquarie Group may have interests in the securities and other investment products referred to in the presentation, including being directors of, or providing 
corporate advisory services to, their issuers. Further, the Macquarie Group may act as a market maker or buy or sell those securities and other investment products as 
principal or agent. 

Macquarie Capital (Singapore) Pte Ltd is not an authorised deposit-taking institution for the purposes of the Banking Act 1959 (Commonwealth of Australia), and its 
obligations do not represent deposits or other liabilities of Macquarie Bank Limited 46 008 583 542. Macquarie Bank Limited does

 

not guarantee or otherwise provide 
assurance in respect of the obligations of Macquarie Capital (Singapore) Pte Ltd. 
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Industry Sector Overview

Wood Products
Industries

Pulp and Paper
Industries

Wood Panels
268 million m3

Recycled Fibre
194

 

million tons

Pulp
192 million tons

Paper and Board
380

 

million tons
Residuals and 

Chips
225 million m3

Sawnwood
406

 

million m3

Fuelwood
1891 million m3

Other Ind. RW
144 million m3

Global Forest Harvest
3448 million m3 per year

Industrial Wood
1557 million m3

Pulpwood (RW and Chips)
513 million m3

Saw and Veneer Logs
899 million m3

Source: FAO (2008)
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Issues -
 

Industry

Improving level of environmental 
consciousness by industry participants.

Still seen as discretionary cost rather 
than part of total cost to operate.

Processing facilities have generally 
moved toward low emission models.

Too much focus on facility size economics 
rather than environmental balance.

Poor product marketing and over-supply 
has driven down product prices.
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Issues –
 

Environmental Movement

Environmental movement has 
increased credibility as industry 
commentator.

Create greater differentiation 
between “acceptable” and 
“unacceptable” cases.

Give credit where due to support 
positive “case studies”.

Environmental messaging 
sometimes “rumour and emotion”
rather than “research and fact”
based.

Focus needs to be broader than pulp 
and paper industry.
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Issues -
 

Certifiers

Definition and monitoring of 
sustainable harvesting is still blurry 
and available technology not applied.

Certification cost is too high.

Methodology often inconsistently 
applied and somewhat political.

Key principles (need for continuous 
improvement) creates lowest common 
denominator approach.
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Issues -
 

Government

Emerging market Governments 
placing premium on social issues 
rather than the environment.

“Mouths to feed” key driver. 

Developed economies find it easy to 
point fingers but are often focused on 
own interests.

Higher amount of visible and well 
compensated enforcement needed to 
create level playing field.
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Issues –
 

Consumers

Consumers showing only selective 
environmental consciousness.

Limited willingness to pay higher 
price for environmental costs.

Environmental argument has 
focused on “consume less” rather 
than “pay for quality”.
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Issues -
 

Investors

Investors not discerning enough about 
differences in “environmental 
investment quality”.

Environmental differences not 
reflected in cost of capital.

Due diligence often insufficient.

Industry risks becoming irrelevant 
from investment perspective.

Carbon could create major market 
distortion.
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Conclusion

Higher Overall Product Pricing

Higher Price
Differentiation

Reflecting

Cost of establishment
On-going development
Certification

Environmental cost
Rehabilitation cost
Social cost

Greater Cost of Capital
Differentiation

Plantations Natural Forest

Industry needs to convince consumers that environmental protection has a price

Investors need to ensure WACC reflects environmental and social factors

Resource owners need to price based on full (incl. environmental) cost


	MACQUARIE CAPITAL
	Important Notice
	Industry Sector Overview
	Issues - Industry
	Issues – Environmental Movement
	Issues - Certifiers
	Issues - Government
	Issues – Consumers
	Issues - Investors
	Conclusion

