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Featured Investment:  Eucateca

Phaunos announced the Eucateca project in December 2007 when
a $150 USD million commitment was signed to establish eucalyptus
and teak plantations in Brazil’s Mato Grosso region. The operations
began in July 2008 and within eight months Eucateca had acquired
five properties--two for teak and three for eucalyptus--with total area
of over 10,800 hectares. This project brings to Phaunos’ investors
an opportunity to capitalize on medium/long-term hardwood
supply/demand imbalances for energy and sawtimber while creating
hundreds of jobs for the local communities. The properties are being
planted using cutting-edge technologies, including clonal seedlings
and the use of gel in the planting process to provide the seedlings
with a buffer against dry conditions.

The teak strategy is aimed at the production of premium logs,
typically grown for 25 years. Mato Grosso offers superb soil and
climate conditions for growing teak. The region has a rainy season
which is punctuated by a well defined dry period, an essential
condition in the production of fine, quality teak.

Eastern Mato Grosso offers unparalleled growth conditions for
eucalyptus, with annual growth rates exceeding 50 m3/ha/year. The
eucalyptus strategy includes short-rotation fuelwood and longer-
rotation sawtimber. with the potential to reach final harvest in less
than 7 years for fuelwood. Mato Grosso is a dynamic agribusiness
center and home to energy-hungry grain crusher plants, breweries
and brick kilns.

Brazil is one of the most heavily forested countries in the world, with
nearly 60% of the land base in trees and accounts for 12% of the
world’s forests.

Eucalyptus Nursery

Forest Area by Country

A large portion of the Brazilian forest is the tropical rain forest in the
Amazon region to the north, where sustainable forest management
is a difficult proposition. Brazil’s forest products industry is most
heavily concentrated in the southern states where forest plantations
are a major source of supply. While important for the industry,
plantations comprise less than 1 percent of Brazil’s land base.

Plantations as a % of  Brazil’s Land Base

Source:  UN FAO
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Teak Nursery

Investment Location:  Brazil

0% 5% 10% 15% 20% 25% 30% 35% 40%

Russian Federation
Brazil

Canada
United States

China
Australia

DR of the Congo
Indonesia

Peru
India

Rest of World

Water 
1.9%

Plantation 
0.6%

Other Forest 
55.5%

Other Land 
42.0%



Phaunos Timber Fund Limited Newsletter Q1 2009

The Mato Grosso economy has become the agribusiness dynamo of
Brazil and accounts for 63% of the soybean production in the
country. The State is undertaking major changes in its infrastructure
with the construction of railroads, highways and grain terminals
aimed at lowering transportation costs and enhancing the
competitiveness of goods produced within Mato Grosso.

Eucateca is also benefiting from major structural changes in the
political, environmental and economical landscape that has occurred
in Mato Grosso and in Brazil as a whole during the last decade or
so. In May 2008, after over ten years of disciplined macroeconomic
policy, Brazil became “investment grade” and continued to attract a
large number of investments in several industries, including
timberland and timber. Brazil’s economy has grown at 6% per
annum in recent years while inflation rates have stayed around 5%.

Recently passed environmental laws aim to curb illegal logging and
reduce the use of fuelwood procured from natural forests. This has
the potential to increase demand for reforested hardwood like teak
in the long run. Eucateca does not harvest wood from natural
forests.

This will be an exciting year for the Eucateca investment as land
acquisition, land preparation and planting are scheduled to move
ahead at full speed. Several potential acquisitions are in advanced
stages of legal and technical due diligence and are expected to be
acquired in the near future. The planting crews are fully mobilized in
an efficient, large-scale operation, performing the ground work in a
timely manner.

Planting Eucalyptus

Wood Production, Exports and Imports

Brazil’s large forest area supports a large forest products industry.
The country ranks in the top ten global producers of logs, lumber,
panels and wood-based pulp.

Wood Production, Exports and Imports as a % of World

Brazil produces about 10% of the world’s hardwood logs and 15% of
the world’s hardwood lumber. Most of the hardwood logs are
processed in the country, but 10% of the hardwood lumber is
exported. The country exports over 55% of the wood pulp it
produces

Featured Investment:  Eucateca Investment Location: Brazil, continued
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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 is 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 an Authorised Closed-ended investment scheme domiciled in Guernsey. As an existing closed-ended fund the Company is deemed to be granted an authorisation declaration in accordance with 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 on the same date as the Company obtained consent under the Control of Borrowing (Bailiwick of
Guernsey) Ordinance 1959 to 1989. 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. The Company also
has an unlisted class of C shares.

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.
www.PhaunosTimber.com

Advisor
Shore Capital Stockbrokers Limited 
Bond Street House,14 Clifford Street, London, England W1S 4JU
Contact person: Guy Peters    Tel: +44 (0) 20 7408 4090

About FourWinds Capital Management
FourWinds is a specialist in global commodities and natural resources with products investing
across energy, metals, agriculture, timber, water, waste, and alternative energy.

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

Diversification by World Region: 2008 - Q4

Fundamentals

Listing Date 20-Dec-2006

Ordinary shares outstanding 502.4 m

C shares outstanding 38.9 m

Latest adjusted NAV (July 2008) $1.02

Number of investments/countries/continents 11 / 10 / 5

Total commitment $665 m

Total invested $188 m

Diversification by Investment Type:  2008 - Q4

Phaunos Timber Fund Investments/Commitments

Hardwood
Softwood
Timber Related

Africa
Eastern Europe
South America
Southeast Asia
US Southeast
US/CDN Pacific NW

http://www.phaunostimber.com/
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