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o DISCLAIMERS

A The information provided in this presentation is for general informational purposes only. All information included herein is
provided in good faith, however WillSonn Advisory, LLC makes no representations or warranties of any kind, express or
implied, regarding the accuracy, adequacy, validity, reliability, availability, timeliness, or completeness of anyninftisatio
information has not been formally peer reviewed.

A WillSonn Advisory is not liable for any damages or losses arising from the use of any materials contained in this presentatio
or any action, inaction, or decision taken as a result of the use of this information.

A The materials contained herein comprise the views of WillSonn Advisory, and do not constitute legal or other professional
advice. You should consult your professional advisers for legal or other advice.

A The information in this presentation material may contain copyrighted material or be compiled from copyrighted material, the
use of which may not have been specifically authorized by the copyright owner. This presentation material is being made
availablen an effort toillustrate trends and explain issues relevant to individuals interested in the Timber and Wood Products
Industry and is being distributed without profit for educational purposes. In such cases, original work has been modified,
reformatted, combined with other data or only a portion of original work is being used and could not be used to easily
duplicate the original work. This should constitute a-teie of any such copyrighted material as provided for in Title 17
Chapter 1, Section 107 of US Copyright Law.
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IMarket Trends

A Builder sentimenplumets whilespendingyrowth slows page 56)

A Housing Affordabilitkeeps divingismortgagerates soar (page-8)

A Housing Startsetreat as the MultiFamilysector gains shareplage 910)
A Inventory of Homes for Salstabilizes as sales slopage 1112)

A Product Priceskeep diving in Q2is demanavanes(page 1314)

A PNW and Southern Log prices mos&@eways agaipége 1516)

A Gross sawmill margins retreéBputh regains its advantagpage 17)

A USSouth Timberland Sales prices pop in early 2022 (page 18)

Deeper Dive
A Revisiting my Covid9 SWOT analysis, and a view from 2022 (pag82p

In Case You Missed

A John Oliver Eviscerates Forest Carbon Offset Schefpage33)

lAboutWiIISonn Advisory, LLC
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BUILDER SENTIMENT & PRIVATE

RecentTrends :The Homebuilder Market Index (HMI) end€B 2022 with a reading o46,down 13 points from theJune2022reading
and 38 points from Dec 2021Likewise, theRemodelindViarket Index (RMI) dropped to 77 in Q2 2022, down 9 points from Q1.

YTD 2022 Real Expenditures on Single Family New Residential exceeded 2021 &8 bipllowing a 29.2% gain in 2021.YTD 2022
Real Expenditures on Private Residential Improvementincrezs@da bove 2021 | evels, foll owing

Explanation : Rising interest rates are dampening Homebuilder and Remodeler sentibespite faltering housing starts, longer
constructiontimes plusstrongremodeling activity, coupled wittising labor and material costs, continue to push expenditures higher.

Implication : Declining builder confidence generally bodes poorly for near to intermedate housing starts. Higher construction
costsrisk limiting the pool of qualified buyers and cause delays in construction. A resumption-papdemic consumer interests (e.g.,
travel, eating out), along with risimgflation and borrowing costs will likelyndermine strength in remodeling activity in later quarters.

Expectation : As warned in past editions, in the longerm, construction expenditures should continue to see expenditure growth slo
or even contract, as lower building material prices make their way through the distribution channels. However, risirgj iatese
constrained supply of existing homes, a dearth of developed lots, scarce labor and lower contractor productivity wiiSckeyial
construction and improvement expenditures elevated.
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BEHIND THE NUMBERSBUILDER SENTIMENT
PRIVATE RESIDENTIAL EXPENDITURES

A NAHB6s Homebuil der Market Index (HMI) and Remodeling Mar ke
contractor sentiment.

A The monthly HMI and quarterly RMI are dispersiadicesmeasuring the proportion of respondents who have a positive versus negat
view (neutral responses are ignored in the calculatidnjeadingover 50 indicates a prevailing positive viewcohditions.

A Note that the NAHB instituted a new RMI survey beginning in Q1 2020, such that comparisons to prior years are meaningle

A Private Construction Expenditures depicted on Single Family Housing and Remodeling are in constant 2020 dollarp(i.e., infla
adjusted) using the Consumer Price Indeixll Urban Consumers.

A The SingleFamilyConstruction PriceIndex(SFCPI), produced kijie Census Bureau, reflects the cost of construction, including labor,
materials, and permitting, but excludes the cost of land and otheraumstruction costs. This index also holds the charastess of
homes under construction constant, so it does not reflect cost changes due to increasing or decreasing size or amenities.

A Over the Past10 yearsit is clearlyvisiblethat the Single Famil@onstruction Price Index has fautpacedoverallinflation at a
pace more thar8 times as fast, increasing 89%, compared to 29% for theJGRdex.

A Also note that the CPlhasbeennearly flat thelastthree months, boding well for future moderation of YOY inflation figures.

Single Family Construction Price Index vs Consumer Price Index
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A RecentTrends : The Housing Affordability I ndex ( 0H®8ihdune2022ballevetnot! i

seen since 1990. The New Home Affordability (red diamorals)nmeted to 96 in Q6 2 2 .

A Explanation : In 2019 and 2020, mortgage rassedand median family income accelerated, bolstering this measure of affordability.
soaring home prices iB021and 20223nd now, rising mortgage rates, are pushing affordability lower.

A As cautioned last year, existing home affordability was overstated in late 2020/early 2021; bidding wars pushed transastion
above listing prices in many markets and three stimulus checks artificially (and temporarily) boosted family income figures.

A Implication: Over the years, there is a rather weak link between affordability and housing stastgu@®ed of just .19). In fact, the
hi ghest | evels of housing starts occurred when af f surrddestmel |
home buyers to buy sooner than later, before home ownership was forever out of reach. Easy credit back then also helped.

A Expectation : The battle to temper inflation will continue to push mortgage rates higher while thin existing home inventories will ke

home values el evated. Expect affordability to cont i ohaloutt
itsdirectimpacton housing starts. Al so donot expect builders to p
prices ease; rising labopsts, ot prices and permitting cosése eating away at the added margin.
Housing Affordability Indices
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BEHIND THE NUMBERS
HOUSING AFFORDABILITY

A The National Association Real torséo
30year fixed mortgage rates and medi an
homes, with the same income and mortgage rate figures as the HAI.

A A reading of 100 means that a family with median income would need to spend fully 25% of its monthly income on a mortg:
purchase the median priced existing hom& reading of 140 means that 25% of the median family income is 1.4 times the
mortgage payment for the median priced existing home.

A Thechartbelow displayshe movement in the three components of the NAR Affordability Indetxome prices, mortgage rates and

of H o dis priceg ofeXistingbomesdob sale, i t

f ami | y actnatsademmrice ofiew ! |

family income in Real dollaf$2020) terms Adjusted for inflation, so far in 2022 comRAa
while real MediarFamily Income has fallef.2%. With YTD mort_gageratesS_?%hl%her,
priced home are nowt8%higherthan 2021, eatingp an increasing proportion of

Affordability Index.

red to 2021, median home prices e5e28p

, Mortgage Payments for thestlier median
amily income. All of this has resulted in a much low

A InJuly2022, mortgage rates averaggd8%, 25®asis point h(ijgher thaduly 2021 Holding home price and income steady, al&®is .
point increase in mortgage rates drives the Affordability Index down about 10 poBisiear Fixed Rate Mortgages averaged 6.11% in
SeptemberR022.
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e HOUSING STARTS

A RecentTrends: YTD Housing Starts have registeré®35mi | | i on units, compared to 20218s

To I

Starts aredown (-4.7%)while Multi Family Starts are ub.5%, compared to 2021A u g upsetintinary reading af.575million units is
well below the revised April mark df.805million units.

A The Will Sonn Advisory 06 Month Si ngdfamilyBEniimtb & sngiaEnlyunivbads@nn t
relative wood use, so0o a better meuguwys ted souni rdihBgsep@syisDdfa r
the 2006 peak of 1.9 million SFESOs.

Explanation : Higher home prices alone were a threat to sustained gains in Housing Starts. Now, with rising interest rates and hig
inflation more than offsetting Family Income gains, aspiring homeowners are being forced to remain in the rental mangethshif
market from single to mukfamily construction (and pushing rents even higher).

Implication : Housing Starts account for 3040% of wood usage, so as housing goes, so goes lumber and panel demand.

Expectation : With the chance of a recession on the horizon, Housing starts are expecteen@inunder pressure over the next few
quarters. In the longeterm, we can expect housing to continue to improve as the housing deficit is replenished and ag éxisie
availability remains tight. Gains may also be tempered by limits on construction labor, developed lots, and tight &eHnalg.st

Single and Multi Family Starts (SAAR)
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The size of SinglEamily Home Starts through tHest two quarters 0f2022 havdrended smalleraveragin@,507sq. ft. off a modest

-1.2%from 2 0 2 dvérage oR,538sq. ft. TheYyTD averagesize of MultiFamily Units started iB@022averaged.,068sq. ft..up 1.8%
from the 2021 average of,049. Single Family units made 6®%oof Total Startsso far in 20222 points lower than2021and14 points
below the prebust average of 82%.

Multi-family units use approximately 2/3 as much wood per square foot of construction compared to aFsingle Unit, and siec
Multi-Family Units are about half the size of Sisgaenily homes, | count them as a 1/3 sidghailyequivalent.

The average number of Permits increased along with Sta@622 with Starts averaging3%of Permits. In the bottom right chart,

you can see that the ratio of starts to permits has been declining over time, such that the old rule of thumb of ~97 &tafae p
Permits should be reduced to 95 or lower. Also declining is the ratio of Completions to Starts (the green line) hakielkeraged

just 82%in 2022. As noted earlier, the run up in construction material prices, along with supply chain woes and backlogged inspect
has delayethany completions i2022. Thus, the number of homes under construction relative to stdrése increased.

Data Source: U.S. Census Bureau Charts & Analysis: WillSonn Advisory
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PACE OF HOME SALES &
INVENTORIES

A RecentTrends : The Inventory of Homes For Sale (Existing + New) cycled highdrZd7million units inAugustup 476,000units
from December 2021, and up?o (77kunits) fromAugust2021. Separately, Existing Home Inventories are dd@kunits, while New
Home inventories are ug7k units, compared tugust 2021 At their respective current pace of sales, there are a s@months of
sales in Existing Home inventories, antlloated 8.5 monthef sales in New Home inventories. Five or six months is normal.

A Explanation : The inventory of existing homes has been suppressed as homeowners have stayed put, increasing tenure from six
seven years a generation ago, to nine or ten yeéadsy. Rising mortgage rate are an impediment to turnover of existing hohew.
home inventories havsurpassed théigh end of the normal range &k of affordability have push buy¢osthe sidelines.

A Implication :

Tighter

nventories are contri

butii

ng

to higher ho

replacement homes, a vicious cycle. While New homes are a major user of building materials, many R&R projects ocche fuighin t
couple years of ownership, so lower Existing home turnover can have a negative effect on repair and remodel demand as well.

A Expectation : |t

Months

unl i kely that the

Inventory of Homes for Sale (NSA)

& Months Supply (SAAR)

housi

mar ket wi | | r e
tanked the housing sector. As expected, with rising mortgage rates, we are beginning to see Existing Home ineeciioe@shome
inventoriesrebuild At a minimum, a slower pace of home price growth is expected, and possibly a decline in some markets.

Thou.
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A The inventory of New and Existing home
provides data for Existing home sales (both single and-fantily homes), and the U.S. Cens

nve

I

s on the prior gERge
nsus Bureau,which provides datevor

home sales (single family only). I ntory figuretsoriesand n
mont hly sales volume and are seasonally adjusted (Seasona

A Int he chart bel ow, NeivHemesfdrsale,byesthge bffcanstraction.rAso shdwn on the chart are the US
recessions,ingryar s (with a otent at i Whkatlnatice i éhis sharbisthattad)8 eckssibmig typi2zaly2 2 )
accompanied by a buildup (up to 30%+) in the share of Completed Homes for Sale and the longer the recession, the moregmonou
the buildup of Completed Homes becomes. These patterns are typically mirrored by a decline in the share of homes Under
Construction (as builders get stuck with more completed homes on hatfdve are in a recession, it is certainly atypical.

A Of the 467,000New units for sale at the end @&ugust2022, onlyl0%were Completed(near the recent 4%earlow), 67%were Under
Construction, and23%had Not Yet Starteddown fromits recent record of 29%).

A With the onset of the pandemic, and its impact on construction activity (slowed) and demand (heightened) we saw the imfentory
homes Completed plummet, while the share of homes Not Yet Started climbed. btidgingproduct prices likely delayed construction
as builders passed off the risk of high material costs to buyers. At the same time, Completed homes got snatched up quickly.

(
I
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WOOD PRODUCT PRICES

A RecentTrends : The Random Length Framing Lumber Composite Indeé3r2022 lostanother-28% from Q2 toregister-30%below
Full Year 2021 prices. Panel prices reversed course as well. Plywood pricing waardatver-13%in Q3 from Q2,-18%below FY
2021. OSB pricesnkanother-29%in Q3 below Q2 prices, down51%from FY 2021 prices. While off from recent peaks, prices for
most products remain at or above peaks prior to the pandemic.

A Explanation : Extreme price volatility in building products have materialized as manufacturers, construction and transportation sect
have wrestled with periodic labor tightness, rising labor and fuel costs,-cehateéd work absences and spot capacity closdioesnultiple
guarters. As the nation navigated through new st radesiresto of
return to normalcy (including a return to the office), demand and supply for wood products has ebbed and flowed wildly.

A Implication : As predicted, whetuilding material prices becamgcessive, some buyedglayed, downsizedr abandonegrojects,
reducing demand and thus price. Historically, high prices spur additional mill shifts, a surge in imports and substitution-fvood
materials, each of which have been mutiesugh theCovid-19 pandemic. Suppbthain woes are also adding to price volatility.

A Expectation : As prices moderate and supply improvesilderand DIY demand should stabilize. 1t was hoped that vaccinations wol
also ease labor constraints, allowing for higher production and easing of transportation bottlenecks. But with multiplef wewviel
variants, andatill-highfuel prices and inflation,nottomentoa decl i ni ng stock market, itods ha

$/MBF Data Source: Random Lengths, FEA

Nominal Lumber Prices ~ cham: wiisonnaduisory
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