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Timberland owners are not completely dependent on the local markets
for timber and wood products where their trees are grown. There is a
tremendous market for timber and forest products around the world.
Millions of cubic meters of wood move across international borders
every year. Some of the countries that consume the most wood are
major importers, while others import very little or are net exporters.

Logs

Figure 1 compares global log consumption and trade (imports/exports)
through 2010. The dip in volume in the early 1990s reflects the impact
of the dissolution of the Soviet Union and the previous low point in US
housing starts. The falloff after 2007 reflects the recent sustained
collapse in US housing starts.

Note that the trade volume is a very small part (6.8%) of total
consumption. Why is the log trade so small? First, a large portion of
log volume is low value wood that is uneconomical to export, so it is
processed locally into higher value products (which might then be
exported). Second, many governments prohibit or discourage log
exports and encourage at least some processing in the home country,
creating jobs and higher value exports. While a small percentage of
total production, the total volume of logs exported (and imported) in
2010 was 102 mm cubic meters, a volume slightly more than what
China produced in that year (93 mmcm).

Figure 1. Global Log Consumption and Trade
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Figure 2 shows the top ten log consuming countries in 2010 and the
percentage of consumption that net imports (imports minus exports)
accounted for in those countries. We use net imports here because
most countries, even the big importers like China, move logs and
wood products in both directions. A negative net import bar mean the
country exports more than it imports

Note the difference between Brazil and China. Each accounted for
8.2% of global log consumption in 2010 (Brazil actually consumed 0.5
mmcm more logs than China), but Brazil's net imports amounted to
only 0.02% of its consumption while China’s net imports made up
23.5% of its consumption.

Figure 2. Top Ten Log Consuming Countries, 2010
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Lumber

Figure 3 compares global lumber consumption and trade through
2010. Lumber trade volume is a much larger part (25.1%) of total
consumption: this indicates a large portion of domestically consumed
logs are converted into lumber that gets exported. Lumber trade
volumes grew steadily between 1980 and 2005. This reflects (in part)
the expansion in shipments of radiata pine lumber from New Zealand
and Chile into the United States during a steady expansion in housing
starts and shipments of lumber from many countries into a rapidly
growing China.

Figure 3. Global Lumber Consumption and Trade
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Figure 4 shows the top ten lumber consuming countries. The US
appears at the top of the list again, but here, imports are a much
larger component of consumption. Canada and Russia are top-ten
lumber consumers, but both export more lumber than they consume.
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Figure 4. Top Ten Lumber Consuming Countries, 2010
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Panels

Figure 5 compares global panel consumption and trade. Consumption
in 2010 was 50% higher than in 1980 and trade volumes increased
175% over that period.

Figure 5. Global Panel Consumption and Trade
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Figure 6 shows the top ten panel consumers. China overtook the US
as the world’s largest producer and consumer of panels in 2003. US
consumption has decreased slightly since then while China’s
consumption is 133% higher. China does not really “consume” all
these panels: a large share of the panel consumption volume is
actually further processed into such products as furniture and kitchen
cabinets and exported to the rest of the world. The US consumed
about 15% of the world panel volume in 2010, and imports accounted
for about 15% of US consumption

Figure 6. Top Ten Panel Consuming Countries, 2010
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Pulp

Figure 7 shows global pulp consumption and trade through 2010.
Pulp and paper consumption has historically been strongly correlated
with economic activity, so the leveling-off of consumption beginning in
2007 largely reflects the state of the global economy. (While the
internet and electronic media have had an impact on consumption of
some types of paper (e.g., printing and writing papers and newsprint),
they will not reduce demand for pulp in other areas such as tissues
and sanitary products.)

Figure 7. Global Pulp Consumption and Trade
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Figure 8 shows the top ten pulp consumers in 2010. Brazil exported

more pulp than it consumed, while Canada exported about as much
as it consumed

Figure 8. Top Ten Pulp Consuming Countries, 2010
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Summary

The global trade in logs and forest products enables timber growers to
access markets outside their local area. Countries like New Zealand,
Chile and Uruguay can produce more timber and wood products than
their relatively small populations need and export large volumes to the
big importing countries. The trade also allows countries to consume
more wood than they can produce: China was the fifth largest
producer of logs in 2010, but it could only produce about 75% of the
logs it consumed.
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About FourWinds Capital Management Fundamentals of Phaunos Timber Fund
FourWinds is a specialist in global commodities and natural resources with products investing
across energy, metals, agriculture, timber, water, waste, and alternative energy. Listing Date 20-Dec-2006
FourWinds Capital Management (US), Inc.
60 State Street, 37th Floor, Boston, Massachusetts 02109
Tel: +1.617.399.0070 Email: info@fourwindscm.com
www.FourWindsCM.com
Shares outstanding (Ordinary) 537.1m
About the Fund
Phaunos Timber Fund Limited is an LSE-listed investment fund (PTF) managed by FourWinds
Capital Management. It invests in timberland and timber-related assets that enhance its
timberland returns. For additional information on the fund, please visit
www.PhaunosTimber.com. Latest unaudited NAV (30 June 2011) $1.16
Joint Corporate Brokers
VSA Ca_pitaI_Limited Winterflood Investment Trusts
14 Austin Friars The Atrium Building, Cannon Bridge House
London EC2N 2HE 25 Dowgate Hill, London EC4R 2GA N i i i
) umber of investments/countries/continents 11/91/6
Contact: Andrew Monk +44 (0) 203 005 5000 Contact: Jane Lewis +44 (0) 207 638 9571

This document has been prepared by and is published by FourWinds Capital Management (“FWCM”) on behalf of Phaunos Timber Fund Limited (the “Company”) for information purposes only. This
document does not constitute a recommendation regarding any securities of the Company. This document does not constitute or form part of, and nor should it be construed as, any offer for sale or
subscription of, or solicitation of any offer to buy or subscribe for, any securities of the Company in any jurisdiction, including the United States, nor should it or any part of it form the basis of, or be
relied on in connection with, any contract or commitment whatsoever in any jurisdiction, including the United States. This document, and the information contained herein, is not for viewing, release,
distribution or publication into or in the United States or any other jurisdiction where applicable laws prohibit its release, distribution or publication. The information contained in this document is
derived from sources that are considered reliable by FWCM. All opinions and estimates in this document are based on the opinion of FWCM. The information in this document may be subject to
updating, revision, verification and amendment and such information may change materially. Neither the Company, FWCM, nor any other person (including, without limitation, any of the respective
affiliates, the respective directors, officers, employees, partners, agents, representatives, members or advisers of any of the aforementioned persons) is under an obligation to update or keep current
the information contained in this document and any opinions expressed in it are subject to change without notice. It is up to investors to make their own investment decisions in the light of their own
financial circumstances and investment aims and taking account of any laws and/or regulations that apply to them. The past performance of a product is by no means a guarantee of future results and
the value of investments may increase or decrease. An investment in the Company is speculative and involves a substantial degree of risk, including the risk of total loss. Investors are advised to seek
expert legal, financial, tax and other professional advice before making any investment decision. No reliance may be placed for any purpose whatsoever on the information contained in this document
or on its accuracy, fairness, correctness or completeness. Neither FWCM nor the Company will be held liable for any direct or indirect damage or loss resulting from the use of this document. This
document is the confidential property of FWCM and the contents of this document may be reproduced only with the prior written agreement of FWCM.

The Company is a Guernsey-domiciled Authorised Closed-ended investment scheme pursuant to section 8 of the Protection of Investors (Bailiwick of Guernsey) Law 1987, as amended and rule 6.02
of the Authorised Closed-ended Investment Schemes Rules 2008. The ordinary shares of the Company are admitted to listing on the Official List of the United Kingdom Listing Authority and to trading

on the London Stock Exchange plc’s main market r
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