market grade

Uncoated Freesheet Market Balanced as
Imports Ease and Demand Drop Slows
Tariffs slow imports, while there was a pleasant surprise last year as the
contraction in demand slowed. With little push expected on the cost
side from fiber or energy, prices may have a hard time moving up much,
although the slowing of imports and upcoming capacity reductions could
tighten supply.
By Harold M. Cody
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It’s not all rosy however, as uses for fine paper in some
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sectors continue to fall due to the impact of technology.
Another could be a slowing in the drop in direct mail use
as advertisers fight clutter that is endemic with the spread
of digital advertising. USPS standard mail weight fell by
1.6% in the last year (USPS fiscal year ending in September),
but this compares to a 5.7% decline in 2014.

RECENTLY IMPOSED TARIFFS
As noted, the impact of tariffs enacted on imports
of uncoated freesheet papers from areas including Asia,
South America and Europe has likely had
the largest impact on the current market
and will be a major influence going forward. Tariffs were finalized in early 2016
on imports from several nations but the
levels varied considerably. In some cases
the impact on imports will be minimal
and in others higher tariffs
will have a more dampening effect.
Imports of grades such as cut-size papers
eased considerably in the second half of
2015 falling to a level representing about
10% of demand vs. prior levels of about
20%. While imports from Canada and
Europe will be less affected, a drop from
other areas make it likely that imports
will continue to decline substantially this
year and next. Some projections call for
total imports to fall to half of 2014 levels
which would be well under one million
tons annually from levels that have
approached 1.5 million tons.
So, the 64-dollar question is what happens this year and into 2017? A lower level
of imports coupled with lower capacity
from mid-2016 on is likely to sustain a
balanced market even if demand returns
to its recent trend line decline. The capacity change will result from Domtar’s $160
million investment to convert 364,000 tpy
of uncoated freesheet capacity to produce
516,000 tpy of fluff pulp at the Ashdown,
Arkansas mill. Domtar is the largest producer of uncoated freesheet in North America
producing about 3.4 million tons of paper.
In 2015, freesheet prices ended the
year down about 2% or $25 per ton from
2014 levels as prices weakened mid-year.

It’s likely that supply will be sufficient so that no major gain
in prices will occur, but producers did announce a $60/ton
increase for April shipments. If partly enacted it would propel prices back to year earlier levels. Certainly there is a case
to be made that lower imports, which came under fire as
unfairly low prices, would contribute to a tighter market and
could allow for a window of some positive price movement.
Harold Cody is a contributing writer for PaperAge. He can be
reached at HaroldCody@paperage.com.
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