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Since many variables,
such as raw material
demand, mill inventories,
buyer competition and
weather, play key roles
in determining local
prices, we encourage you
to subscribe to our con-
tinuously updated online
price service at
www.forest2market.com
for prices that are spe-
cific to your local area.
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SOUTH CAROLINA STUMPAGE PRICE TRENDS

Pine Pulpwood Price Trends ($/ton)

Pine Sawtimber Stumpage Price Trend ($/ton)
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Pine CNS Stumpage Price Trend ($/ton)
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Hardwood Pulpwood Price Trends ($/ton)
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Hardwood Sawtimber Price Trends ($/ton)
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SOUTH CAROLINA STUMPAGE PRICES

Coastal South Carolina
Weighted Average Stumpage Prices ($/ton) 2nd Quarter 2008

Product Price Price Change | Percent Change
Pine Pulpwood $ 7.82 -$0.72 -8.4%
Pine Chip-n-Saw $ 16.85 -$4.89 -22.5%
Pine Sawtimber $ 35.16 -$3.77 -9.7%
Hardwood Pulpwood $ 7.40 -$1.57 -17.5%
Hardwood Sawtimber $ 20.91 -$2.42 -10.4%

West South Carolina
Weighted Average Stumpage Prices ($/ton) 2nd Quarter 2008

Product Price Price Change| Percent Change
Pine Pulpwood $ 752 -$0.23 -2.9%
Pine Chip-n-Saw $ 22.79 $0.29 1.3%
Pine Sawtimber $ 31.20 -$7.43 -19.2%
Hardwood Pulpwood $ 6.39 -$0.49 -7.1%
Hardwood Sawtimber $ 26.90 $5.83 27.7%

U.S. SOUTH TIMBER MARKET OUTLOOK

PINE SAWTIMBER PRICES - U.S. SOUTH

The Federal Reserve’s concern over inflation trumped their concerns over economic growth in 2Q2008, as the federal funds rate
was cut just once, by 0.25 percent, in April. The rate is currently at 2 percent. The US dollar continues to be weak, which has inten-
sified inflation worries; as a result, the Fed will likely remain on the sidelines for the rest of 2008 and begin increasing rates in
2009. The prospects for growth in the US economy are not good either due to widening troubles in the housing markets, global food
shortages, and elevated energy prices. In addition, the financial sector has degraded significantly due to credit issues associated with
risky mortgages, and all indicators suggest that more bad news is on the horizon. Timber markets should be most concerned about
two of these factors: housing and oil prices.

In the housing market builder confidence is low: new home construction remains at a standstill due to increasing foreclosures and
decreasing sales and home prices. In the second half of 2008, home prices will continue to lose altitude—another 10-15 percent of
perceived value—as a result of the ascending number of defaults, foreclosures, and auctions. This will inevitably lead to more buy-
ers in the market for houses and legislation intended to prevent further foreclosures and provide incentives for home buyers. We
anticipate home sales will find a bottom some time in 3Q2008, causing unsold inventories to begin to fall meaningfully in 4Q2008.
Housing starts will finally bottom out in 1Q2009 and move gradually higher thereafter.

Historically, crude oil prices have marched in lockstep with diesel prices (.99 correlation). The price of oil spiked at over $140/
barrel in June. In the near term, prices should linger in the $130-$150/barrel range. The one positive sign in oil prices is a gradual
decrease in demand due to consumer conservation. Just prior to Memorial Day, for instance, gasoline sales in the US were down 7.6
percent over the previous year. In addition, the demand will begin contracting in developing countries like China and Indonesia as
their governments remove subsidies and conservation ensues. The impact of moderating demand, both in the US and around the
world, will lead to some relief in oil prices—and therefore diesel prices—by the end of 2008, though they will remain higher than
historical norms.

We expect stumpage prices will be moderately higher in 3Q2008 and 1Q2009, with the largest gains coming in the beginning
of the new year. Prices for sawtimber should experience a steady but gradual upward climb through 2009, returning to
“normal” levels due to rebounding housing starts.

PULPWDOD PRICES

Pulpwood prices will decline in the near term as a result of high oil prices. As oil prices drop in the last part of 2008, Pulpwood
prices will begin a gradual but steady increase, the result of lower oil prices. Lower oil prices translate into lower costs and greater
production regionally, which further increases demand and then price. Prices will remain fairly steady in 1Q2009.
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