
 

 

 

 

 

 

 

 
 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

 

3.    Thailand will come to dominate the manufacturing of MDF and Particleboard in South East Asia – this has already 
been established and is still a work in progress with the building of new capacity across all the major players in this 
country including Vanachai, Metro, Green River, Panel Plus and others. The catalyst for this growth has been the 
relatively stable and sustainable supply of Rubberwood. Most of this additional capacity will come on line during 
the second half of 2016 but there will be two very critical issues;- 

a) Will the supply of Rubberwood (or other suitable timber material) be able to keep up with the new demand? 
My feeling is that this will depend on the location, for Thailand the province of Songkhla (Hat Yai) may 
experience shortages but Surat Thani should be OK in the near term. 

b) Will the demand for MDF and Particleboard increase sufficiently to absorb the additional supply? I sincerely 
hope so, but it will be a huge challenge unless the market situation can significantly improve from 2015. 

4. More of a surprise in terms of sheer volume has been the spectacular increase in the capacity installation in 
Vietnam with both Dongwha and VGR amongst others announcing new lines. As most of the new lines have been 
announced for the south of Vietnam it will be very difficult to maintain sustainable supply of Rubberwood without 
the support from neighbouring countries. 

5.      Lower Oil Prices – This turned out to be very true and accompanied a general deflation in commodity prices. The 
dramatic drop in oil prices came true but I had also predicted that oil prices would start to recover in September / 
October 2015. The recovery has not occurred and the price of oil has continued to weaken. 

6. Strengthening of the US Dollar – This prediction turned out to be extremely true especially against the Malaysian 
Ringgit. 

7. Re-emergence of the European Panel Industry which could challenge the SE Asian Manufacturers markets – This 
prediction has been incorrect so far. The continued weakness in Europe has still not made the European 
manufacturers as competitive as those in South East Asia. The probable reasons for this are higher energy, labour 
and overhead costs. 

So in summary getting 6 out of 7 predictions correct is a pretty good Score Card. If anything I had under estimated the 
impact of many of the trends especially on the currency and oil prices. 

 

 

Well here we are again with the chance to review 2015 and to look 
forward to 2016. Before writing this article I read through the articles 
published at the end of 2014 and at the beginning of 2015. It is 
interesting to recap and check if my predictions and comments rang 
true or were completely wrong. Below is a brief score card on the 
accuracy of those predictions;- 

1. There will only be minor changes in Malaysian Panel Board 
Capacity – this is very true with two companies reporting changes. 
This was Evergreen in closing the Johor Bahru factory and the plan 
to relocate the JB Thin Panel Line to the Allgreen Segamat factory 
together with an investment in a new 600m3+ Particleboard Line. 
The other slightly surprising development was the investment of a 
large OSB Plant by Pioneer OSB Sdn. Bhd. which is part of the 
Besgrade Plywood Company. 

2. Limited capacity increase for Indonesia – only Canang Indah have 
announced new investment in a particleboard line at their existing 
facility. 

 

       

 

Is The Damp Kindling Wood of 
The Global Economic Recovery 
About to Catch Fire? 

By Peter Fitch 



 

 

What will be install for 2016? 

I am writing this article at the end of November 2015, so I will be brave and be rather counter intuitive with this year’s 
predictions. 

I. Most analysts are issuing a Global Recession Alert for 2016 and I think the first half of the year will certainly 
feel like this will be the case. For Malaysian Wood Panel Manufacturers this period can be managed so long 
as they can retain a healthy Order Book at reasonable prices. Other assumptions are that Oil prices need to 
remain low and the Ringgit should not significantly appreciate against the US Dollar. Both of which should 
remain true at least at the start of the new year. 

II. To quote “Timing is Everything” I am predicting that finally the Global Economy will start to pick up 
momentum. By stating this I am going against renowned economist such as Professor Nouriel Roubini and 
Professor Paul Kruger. The reason for my optimism is that we are seeing the concerted effort from ALL the 
major economic regions to kick start economic growth. In summary;- 

a) The USA – As Quantative Easing (QE) finishes the Federal Government and States Governments are 
embarking on an investment blitz which will employ up to 30,000 new workers a month, thus finally 
stimulating the ‘real’ economy. Housing Starts have eased slightly but are still healthy. 

b) China – Was the only engine of growth for so many years, and has shown that when it takes a 
breather the rest of the world suffers especially commodity producers. Money supply was increased 
by an unprecedented 18% at the end of 2015, in effect carrying out its own version of QE to ‘catch up’ 
with the US. I believe the Chinese will continue to stimulate the economy to avoid the long predicted 
crash or ‘hard landing’. Growth will be sustained but just not in the double digits. 

c) Europe - The Eurozone is no longer hurtling into a 1930s deflationary vortex. The effects of cheap 
money, cheap oil and a cheap euro have entirely changed the landscape, and now the European 
Central Bank seems determined to push stimulus yet further by doubling down on QE. 

d) Trans Pacific Partnership Countries – With the agreement scheduled for ratification as early as 
February 2016 and implementation within 2 years this should give a boost to the larger economies 
such as Japan, Australia, Vietnam and critically Malaysia by giving preferential access to the US market 
at the expense of China. 

e) Middle East – This region is at a cross road. The choices to follow are a sectarian route to increasing 
conflict and economic malaise or a route of reconciliation and development. I hope common sense 
will prevail, but fear the situation could worsen before a change for the better is made. 

III. The pickup in the Global Economy may start as early as mid-2016, but could be delayed because of 
geopolitical reasons still unknown, such as terrorism or global conflict. This is a real threat to growth. 

IV. The dynamics of Supply v’s Demand. This is a critical issue both in the supply of sustainable sources of wood 
material and in the supply of panel products as increasing capacity comes on stream in 2016 and beyond. 
Timber supply will be an ongoing problem for Peninsular Malaysia and a relatively new problem for 
Southern Thailand. The new capacity build and geopolitical events will create volatility in the market. So in 
summary we will see Shortages in the supply of Timber Raw Material and Imbalances in Supply as new 
capacity comes on line. Demand will be very weak at the beginning of the year then slowly increase from 
the 3rd Quarter. 

V. My final prediction is that India will start to realise its full economic potential. With Urbanization and the 
development of Smart Cities this will open up the economy. India will increasing become a major market for 
Wood based panels. But challenges remain, the Anti-Dumping Duties have expired for Thin Panel MDF but 
regrettably have been extended for another 5 years for Thick Panel MDF. This demonstrates that vested 
interests, protectionism and resistance to change still exists.  

So let us hope that after nearly 10 years of disappointments “The Damp Kindling Wood of the Global Economic Recovery 
is Finally Poised to Catch Fire”. The cautionary note is that this may only happen at the end of next year. 

 

 


