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Introduction

It has been a number of years since we last produced one of these, however given that we are
entering a new decade, and hopefully slowly emerging from recession at some stage during this

year, we thought it was time.

We are covering a number of quite diverse matters this time round, ranging from credit insurance

to sea freight and through currency to forest management and certification in Malaysia, as well as an
announcement about a new Wood for Good campaign which should be of considerable interest to any
one In the timber of allied industries.

We hope that there will be something of interest for everyone, and as always your reactions and
comments will be most welcome.

Malaysian Update

A lot has been happening in
Malaysia over the last couple of
years from PEFC Endorsement
of MTCS, to the Malaysia T
European

Union Forest Law Enforcement,
Governance and Trade
(FLEGT) Voluntary Partnership
Agreement (VPA) However
here in the UK in

general and in the media in par-
ticular, there is a tendency to
get an incomplete picture when
it comes to timber and timber
products

from that area, so this is our
attempt to make the picture
clearer and more complete.
Over the last decade, logging
legislation and forest manage-
ment systems have become
evermore strict. Everyone, from
forest owners

and loggers through to traders,
must provide the necessary
documentation to certify that
their products do not originate
illegally, and

there are severe penalties for
not doing so.

The logging system is called the
Selective Management System,
and is based on the pre-
selection of the trees to be cut,
which must

have a life cycle of 25-30 years
minimum, many species up to
50 years minimum, which is
designed to contribute to the
conservation and evolution of
the species, and at the

same time maximise the utilisa-
tion of the timber itself.

The forest area is divided into
compartments and the logging
work is done in one compart-
ment at a time, selectively on
the 25-30 year plus trees.

Initially they are tagged on the
base close to the roots, and
clear instructions are given on
how to fell the trees in order for
surrounding smaller trees to
remain unaffected. Then after
logging, new trees are planted
in the area which will remain
closed for a further 25 1 30
years.

So when the logger goes into
the forest compartment he fells
only the trees that are barcode
tagged, and he will fill in a form
in triplicate

with all the information on the
resulting logs. He keeps the first
copy, the second copy goes to
the Forestry Department and
the third

goes to the trader who buys the
log. Therefore at any given time
the timber will be traceable.
This system was initially used
by the British
and is a very functional system.
On the roots

Furthermore there is a satellite
forest observation programme
in Malaysia, which enables the
Forestry Department to immedi-
ately detect

changes in the forests, either in
their structure or in the opening
of forest roads, which enables
control mechanisms to be
activated promptly.

Malaysian Update

In 1993 the National Forest Act was
passed. This Act defines strict meas-
ures and penalties for illegal logging,
and empowers the police and armed
forces to be called in to help the for-
estry department where necessary.

The law now requires mandatory
imprisonment of 1 7 20 years for any
illegal logging conviction, and fines of
up to RM 500,000. This has resulted
in an almost complete eradication of
illegal logging with only 28 cases
between 1994 and 1999, and since
then only a handful in total.

Malaysia has 5.46 million hectares
gazetted by law as protected areas,
out of which:

[ 2.25 million hectares are Na-
tional Parks and Parks for Fauna
Protection (wildlife); and

[ 3.21 million hectares are forests
which are under permanent protec-
tion with no logging permitted.

These areas are protected because
of their biodiversity and they repre-
sent nearly 30% of the total forested
area of the country and 16.6% ap-
proaching 20% of the total country
area. So, a substantial amount of
forest is protected permanently and
completely.

The Malaysian Timber Council was
set up in January 1992 at the initia-
tive of the timber industry to promote
its development globally. It is man-

t ALY & Prag o TgIpeEs whose
members are appointed by the Minis-
try of Plantation Industries and Com-
modities.

The goal of MTC is to promote the
Malaysian timber trade and the sus-
tainable development of timber prod-
uct exports on the international mar-
ket. At the same time, it also helps in
the upgrading and technological de-
velopment of the industry, by training
the industry members and exposing
them to technical information on the
latest machinery and woodworking
technology.

Last May, Malaysia received interna-
tional recognition for its timber certifica-
tion mark 7 the Malaysian Timber Cer-
tification Scheme (MTCS) and became
the first country in Asia to receive it
and the second in the world to Gabon.
The mark was given by PEFC T Pro-
gramme for Endorsement of Forest
Certification Schemes i an internation-
ally recognised certification body that
endorses Mal aysi ab
management system.

The recognition mark is an important
achievement. It proves independently
the proper management of the Malay-
sian forests and clearly separates Ma-
laysia from other producers of tropical
timber. The mark is valid for five
years, and the forestry management
system is subject to strict periodical
controls to ensure the continuous
adherence to the PEFC criteria.

We at Finewood believe that the vari-
ous factors described in this update,
the excellent logging system, the satel-
lite observation programme, the For-
estry Department, the legislation and
controls to eradicate illegal logging, the
permanent forest reserves, the Malay-
sian Timber Council and the Malaysian
Timber Certification System together
with the highly skilled factories that we
work with, all of which have MTCS
Chain Of Custody Certification com-
bine to make Malaysia the best place
to buy tropical hardwood products.*

9th March - Chongs first
grandchild - Eva

Alexis Chong Wen Qi is born.
Parents William & Grace.

May - Nigel Haigh
marries the lovely Yvonne.

June - Marisa Tanner
celebrated 10 years
with Finewood

Aug - Addie De Mooij
appointed MD of
Finewood Veneers.

Oct - Kerry and her
Bull dog fAiDextero
a 2nd in class at

Crufts 2009, and in October

they won a Championship

Class awarding a Kennel Club
Stud Book number which

qualifies your dog for

Crufts for life.

N )

Dec i Chongs daughter Cath-
erine obtained her

Masters degree from
Sheffield University.

*Excerpts taken from
Timber Malaysia
Magazined Vol 15 No 5.
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Sea Freight

It is unlikely to have escaped your
notice that global shipping compa-
nies have been hit very hard in the
downturn in International Trade oc-
casioned by the financial crisis of last
year.

The main reaction appears to have
been to mothball about 40% of their
fleets in an attempt to reduce the
supply of freight space in order to
artificially bolster demand and in turn
enable them to increase rates.

Over the last 4 months we have seen
container freight charges increase by
over 50%, and it seems certain that
the upward trend will continue at
least for the next few months. This
will inevitably mean that exporters
worldwide will be asking their cus-
tomers to help them with these extra
charges, if they have not done so
already.

To put matters in perspective, the
current rates fal
rency adjustment factor, bunker ad-
justment factor and all the other bits
that the shipping companies have
tacked on in the last couple of years,
ar e UsSb 1750 for

Credit Insurance

Finewood, like a lot of suppliers has
had to put up with insurers cancelling
limits and withdrawing cover through-
out the last 18 months, and many of
our customers have had to contend
with continuing to source materials
without the benefit of credit insur-
ance cover.

It is quite clear that the way credit
insurance will work in the future will
be very different to what we have
been used to, and no doubt that will
have an effect on the cost of cover
going forward. Nevertheless, we are
hearing from our brokers that some
of the insurance providers are now
talking about how limits can be rein-
stated.

The days are gone when merely pro-
viding a set of audited accounts for
the last financial year was sufficient
information for underwriters to write
cover.

These are the rates from Port Klang
in Malaysia, which is quite a good
mid rate. From China and Indonesia
the rates will be a bit higher, and
from Singapore a bit lower.

Back in September / October last
year, the rates were very different;
Usb 1100 for a
for a 400.

However, if we look back to the last
quarter of 2007,
would have cost you USD 4500. So
as you can see we are nowhere near
the previous peak levels at the mo-
ment.

Whilst this information will no doubt
be unwelcome in the current difficult
trading conditions, you can neverthe-
less take comfort from the knowl-
edge that the sea freight market over
the last few years has been a prime
example of the ol
up must come

I no including
Furthermore, shippers from every
corner of the world are being hit by
the same level of increases i N.
America, S. America, Africa, Baltic,

aAustrdlalia afdEdrdpa i ner

The last 18 months have shown just
how fast businesses can change,
and we fully expect from now on that
insurers will ask for regular manage-
ment accounts and regular dialogue
with those companies that wish to
have cover written on them.

This may seem rather an
imposition, but in our view this devel-
opment will become

the new norm from now on, and the
sooner we all start rebuilding rela-
tionships with our credit insurance
providers based on a new openness
regarding finances and current trad-
ing performance, the sooner we can
hope to see some limits restored,
and a start to return to more normal
trading conditions.
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Palm Oilo Hero or Villain?

Over the last few years it has been
fashionable to see the palm oil in-
dustry as a contributory factor to
deforestation particularly in the Far
East. Now however a report by a
non-profit making NGO called

a d a Yerld Grawthmhas pulighed a re-

port that presents a very different
view.

Palm oil uses less land than crop
based oil seeds and it has not ad-
versely affected forests bio-
diversity in developing countries,
for instance only 20% of the total
land in Malaysia allocated for agri-
cultural purposes is allocated to
palm oil, whereas it employs
570,000 people in Malaysia alone.

Wood For Good C

The Timber Trade Federation
intends to re-launch a generic
wood promotion campaign,
under the Wood For Good
brand this year.

They believe that a campaign
based on the carbon message,
6wood CO2t s | e
effective and powerful cam-
paign covering wood marketing,
public relations and political
representation. It could also be
tailored for specific product
groups and used by individual
contributing companies as part
of their marketing mix.

<

Further mor e,
for palm oil has grown substan-
tially in the last year as it is also
used as feedstock for bio diesel
production.

It is now widely acknowledged
that bio diversity in forests can
best be protected by establish-
ing forest

conservation

areas containing well managed
oil palm plantations, and not by
imposing a blanket ban on the
conversion of forest land for
other uses the conversion of
forest land for other purposes.

ampaign

Finewood Marketing are
members of the Timber
Trade Federation, we have
pledged to financially sup-
port this campaign for the
next 3 years, and as users
and sellers of timber and
timber products, we urge all
s s Oour eustdmlers tb get behimd
the campaign which will
highlight the benefits of tim-
ber in all its forms, and con-
sequently encourage the use
of timber in the UK, and
hopefully help to recover
some of the market share
timber has lost to UPVC and
other non-natural
Materials.

t he

b gosmany s e

important to strike a

and it is becoming clear that
the work being done in Ma-
laysia on Forest Manage-
ment, Certification and the
Management of plantations
has succeeded in doing just

that.
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IS natur

material. As trees grow,
they help reduce climate
change by absorbing CO2
and storing it away,
they clean the atmos-
phere of pollutants and
help create the oxygen
we breath, reduce cli-
mate change by absorbing
CO2 and storing it away,
they clean the atmos-
phere of pollutants and
help create the oxygen

we

breath.

Wood from sustainably
managed forests has
the lowest carbon
footprint of any main-
stream building mate-
rial

It 6s
able

naturally r

I'tds in plentiful
Europebs forests,
which over 90% of the

wood we use is

sourced, * are growing

at the rate of 661,000

ha a year 2 (the equiva-

lent of three football

pitches every hour of

the day and night)

Forests act as carbon
sinks

Wood products act as
carbon stores.
wood products store

the carbon initially

trapped in trees, car-

bon is removed from

the atmosphere for as

long as the wood

product remains in

use, and beyond,

when the product is re

-used or recycled for
secondary material or
energy retovery.o

nSi

Every cubic meter of
vibod you use jipstead
of other building mate-
rials saves almost a
tonne of carbon diox-
ide (CO ,)*
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www.finewoodmarketing.com

on www.greentreetimber.com




