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European wood pellet demand




GLOBAL PELLET DEMAND
Europe heating demand exceeded industrial demand

&1

Global demand breakdown in 2022 2022

* European heating sector accounts for nearly
ROW heat

8%

Asian power/CHP 40% of global pellet use
20%

* European heating pellet demand exceeded
industrial pellet demand for the first time since
2018

Global pellet
demand in 2022
= 45.7Mt

Europe small
scale heat
39%

Europe power/CHP
33%

Source: Hawkins Wright
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GLOBAL PELLET DEMAND
Changes in global demand in 2022 and 2023
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Summary of global pellet demand changes in 2022 2022

* European industrial pellets demand 2022: significant

demand destruction

e European heating pellets demand 2022: increase but lower

2021 ..
total than anticipated
orx * Asian industrial pellets demand 2022: strong increase
EU+UK P : g
industrial

* Global wood pellets demand growth (22 vs 21): +4%

(lowest rate since Hawkins Wright records began)

New EU
v heat

Pellet demand, million tonnes

2023

* Important reduction of industrial and moderate reduction

heating demand forecast for 2023

Source: Hawkins Wright

Hawkins Wright, June 2023 |



ENERGY MARKET CONTEXT
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European commodity prices - oil, coal and natural gas
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HEAT DEMAND
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Cumulative heating degree days in Oct-May 2018-2023
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EUROPEAN RESIDENTIAL DEMAND

Heating appliances sales

s

Sales of residential pellet boilers in leading countries Sales of residential pellet boilers in leading countries
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Sales of pellet stoves/boilers in Europe
* 2022 H1 records sales
* 2022 H2 sales strong decrease (even more for stoves)
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EUROPEAN RESIDENTIAL DEMAND

European heating pellet demand 2009-2022
2022-2023 heating season

* First, low demand (low HDD, high pellet price, etc.)
-> 2022 demand for heating revised downward

Then, rebound in heating sales in late Q1 2023 (cold waves, lower price, low
stock, etc.)

2023-2024 heating season
* Unusual sales pattern
* Moderate pellet sales because of stronger price sensitivity/less panic

buying

* Heating appliances sales recovery is unsure

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
* End users’ trust in pellet is unsure

Source: Hawkins Wright
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BIGGEST HEATING IMPORTING COUNTRIES

Top European heating importing countries Europe January-December 2022

s

%?s
m HAWKINS WRIGHT

POLAND

Import partly

Bulk/bags

Boilers mainly
DENMARK ENplus™ is a must
Import mainly
Bulk mainly

Commercial mainly
ENplus is not a must

GERMANY
Import partly
Bulk mainly
Boilers mainly
ENplus™ is a must

UK

Import mainly

Bulk mainly

Commercial mainly AUSTRIA

ENplus™ is a must Import partly
Bulk mainly

Boilers mainly
ENplus™ is a must
FRANCE
Import partly
Bagged mainly
Boilers/stoves
ENplus is a must

ITALY

Import mainly
Bagged mainly
Stoves mainly

ENplus is a must
Source: Hawkins Wright
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Pellet supply




GLOBAL PELLET PRODUCTION
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Global wood pellet production 2013-2022

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

2022 Production (vs 2021)

* Europe: contraction in the Baltics and uncertainty for Russia
* Asia: +16% mostly due to Vietnam

* N. America: +13%, mostly due to US

2023 Production
Africa o Europe:
® Oceania e Early 2023: producers curbed production early 2023 due

W South America

M Russia & CIS tO IOW demand

= Asia * Now: inability of many (heating pellets) producers to

m North America build stock due to unusual demand

= Europe * Some Baltic producers attempt to partly switch to
heating pellets

Source: Outlook for wood pellets Q1 2023, Hawkins Wright
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PELLET SUPPLY TO EUROPE

Russia and Belarus sanctions

s

EU + UK imports in 2021 (intra-EU trade excluded)

France
Germany 3%

: 3% * Strong dependance on
/ Slovenia extra-European import
3% (even more since Russian,
. - Russia ~ Belarussian, Ukrainian
EU+UK imports in 2021 2.3 4% supply stop)

Belgium
Russia + Belarus + Ukraine 14%

=12.8Mt

26% came from * Attempts to export Russian

il exports to EU+UK in 2021 pellets via Turkey and
Russia/Ukraine/Belarus | 6% =3.3Mt elsewhere
Belarus (1.2Mt SBP +
United States 0.6 1.6Mt ENplus)

e An additional 4.3Mt came
from the Baltic States,
United some of which used

Kingdom Russian/Belarussian fibre.
11%

7.4 >
Ukraine

Sources: Eurostat, Global Trade Tracker, SBP, Enplus
Note: Data excludes intra-EU trade
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GLOBAL PELLET SUPPLY EXPANSION 5'3?5
[CU2

Operational and under development pellet capacity by status, Q1 2023

Growth in pellet supply has not kept pace
with demand

* Industrial wood pellet projects: slowdown in
progression due to lack of off-take contracts
(Europe and Asia)

* Heating wood pellet projects: less reliant on off-
take contracts, growth to expect both from
Europe and possibly South America.

Existing Under constr. Financing & Planning &  Site selection Total operating
& financed contracting permitting & in devel.

Source: Outlook for wood pellets Q1 2023, Hawkins Wright
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EUROPEAN HEATING PELLET SUPPLY
Characteristics

s

European heating pellet producers
Total number of European pellet mills (Russia and CIS excl.): 497
* Average capacity: 43.5kt (great heterogeneity in size)

e Raw material: mostly sawmilling residues German sawdugt price
* Integration in a sawmill: not always v
* Certification: ENplus is strong *
* Production costs: raw material and production costs can be challenging 30

5]
u

e Contracts: less reliant on long-term offtake contracts than industrial producer

(]
(=]

euro/m3 (loose)

* Many similar characteristics with US heating pellet producers

-~

10

April 2023
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Source: EUWID
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Pellet prices




HEATING SPOT PRICE

Heating pellet retail prices, EUR/t

s

. — . * The mild winter and reduced
Austria, Germany Residential bulk pellets price

€/t (6t delivery, VAT incl.) consumption from end-users dried
900 up buying appetite in Q1 2023.
800
700 * In March low offers from some
600 central European producers
500 Germany May 23 €359/t triggered some buying interest.

400 Austria May 23 €337/t ) )

300 * Offers raised since March.

200 @ Germany (residential) €/t N B 7 . t t . th
100 e st (resdential) €t uyers interest remains rather

high despite the heating season
G F S E having ended

Source: DEPI, ProPellets
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www.hawkinswright.com (Belgian office)
gilles.gauthier@hawkinswright.com

+32491992206
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