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Timber Finance Carbon Capture & Storage Index -
Market Report Rebalancing Q1. 2026

Erik Reichmuth, Senior Advisor, Timber Finance

Global stock markets presented a mixed picture over the six months leading up to the end of March 2026.
Despite being weighed down by monetary policy uncertainties and geopolitical tensions, U.S. markets
continued to trade at relatively high valuations. Despite facing similar uncertainties European markets
performed relatively well and continued their recent strength.

Against this backdrop, the Timber Finance Carbon Capture & Storage Index (ISIN DEOOOSLOECH?7), which
tracks the timber construction value chain in North America and Europe, posted a performance of -8.3% in
USD from 1 October 2025 to 31 March 2026. Over the same period, the index significantly underperformed
broader equity markets: the MSCI ACWI lost 0.97% in USD, the S&P 500 lost 2.72% in USD and the EURO
STOXX 50 lost 0.21% in EUR. The index was adjusted as part of the semi-annual rebalancing and the new
weights came into effect at the start of April 2026.
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Figure 1. Performance as per March 31st, 2026. Sources: Solactive.

The Timber Finance Carbon Capture & Storage Index was launched on 22/02/2022. All information prior to its launch
date is back-tested, not actual performance, based on the index methodology in effect on the launch date.
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North American stocks under pressure from tariffs and geopolitical
tensions

Macroeconomic and geopolitical uncertainties continued to affect the North American timber construction
sector during the reporting period. In addition to the ongoing U.S. tariffs on timber products from Canada
and Europe, the intensifying conflict between the U.S. and Iran had a particularly negative impact on the
market.

This geopolitical escalation led to significant disruption in the global energy market. Disruptions in the
Persian Gulf and the strategically important Strait of Hormuz, through which around 20% of the world's oil
is traded, resulted in substantial price hikes for oil and gas, as well as increased transportation and
insurance costs.

This development reinforced inflation expectations and had a particularly negative impact on interest rate-
sensitive sectors, such as residential construction. At the same time, rising energy prices and supply chain
disruption led to higher construction costs and additional uncertainty in global trade.

Canadian lumber producers were doubly affected by this, facing the burden of tariffs and weaker demand
in the US housing market. However, most of these developments had already been factored into stock
prices. Consequently, Canadian stocks produced the strongest regional performance in the index, with an
average price performance of -4.68%. In contrast, some US forest owners were able to benefit from higher
domestic prices, though this could not offset the North American segment's overall negative performance.

Building Permits in the United States and Germany

Trends in building permits continue to diverge between the U.S. and Germany. In the US, building permits
have declined significantly since their peak in early 2022 (an index level above 300), most recently standing
at around 220 in early 2026. Despite temporary stabilization, construction activity remains well below the
levels seen during the boom phase, highlighting the ongoing weakness of the US residential construction
sector.

In Germany, the decline since the 2021/22 peak (above 210) was even more pronounced, reaching a low
point near 100 in 2024. However, the latest data show a noticeable stabilization, with a recovery to around
140 in early 2026. This suggests that the European construction market is gradually stabilizing following a
sharp correction.

This development is of central importance for the timber construction sector, as building permits are
considered a leading indicator of future demand for wood products. The differing dynamics between the US
and Europe therefore provide an important explanation for the relative outperformance of European stocks
inthe index.
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Figure 2: Building permits in the United States and Germany, seasonally adjusted. Indexed to January 2010 = 100.
Sources: U.S. Census Bureau, U.S. Department of Housing and Urban Development, Federal Statistical Office.

Individual stocks: wide gap between winners and losers

Performance at the individual stock level varied widely during the reporting period, reflecting the various
factors at play within the value chain.

The top performers were Deere & Co (+24.70%), Western Forest Products (+20.82%) and UPM-Kymmene
(+13.85%). As a manufacturer of forestry and construction equipment, Deere & Co. benefited from stable
investment and demonstrated lower dependence on the timber construction cycle. Despite a challenging
market environment, Western Forest Products benefited from operational adjustments and selective price
increases. UPM-Kymmene performed robustly in the European context, supported by structural tailwinds
for sustainable materials.

In contrast, Mercer International (-50.00%), Builders FirstSource (-35.04%) and Trex (-29.88%) experienced
substantial price declines. Mercer was particularly affected by weakness in the pulp market, as well as rising
energy and production costs. Builders FirstSource and Trex, companies that depend heavily on the US
housing market, were weighed down by high interest rates, declining construction activity and increased
costs related to supply chain disruption and rising energy prices.

These developments highlight the sensitivity of business models to macroeconomic factors and
demonstrate that companies heavily dependent on U.S. residential construction are under particular
pressure in the current environment.
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European stocks and small-cap stocks remain well represented in the
index

As of the cut-off date, three securities met the liquidity criteria and were therefore added to the index. These
were Acadian Timber Corp., Ponsse Oyj, and UBM Development, the latter of which was included for the
first time.

Additionally, a stock-for-stock merger occurred between PotlatchDeltic Corporation and Rayonier Inc.,
resulting in a substantial decrease in the index's USD allocation of -6.61%.

As of the end of March 2026, the index comprises a high proportion of companies with low market
capitalization (19% micro-cap and 25% small-cap). Allocation towards European companies continues to
grow and currently stands at 36.9%. Over 40% of the index consists of secondary product manufacturers,
i.e. manufacturers and distributors of wood construction products, particularly engineered wood products.
Fourteen per cent of the index is allocated to 'forestry and timber' (timberland REITs), 'primary products'
(sawn timber), and Nordic vertically integrated forest owners that manufacture a wide range of wood-based
products.

Industry Sectors TFI

Forest & Forest

Management 14.1%

Forestry Machines 6.7%

Primary Products 14.1%

Secondary Products 39.9%

Construction & Mass Timber 6.7%

Pulp, Paper & Packaging 4.4%

Wood-Based Products &

Forest 14.1%

Figure 3. Sector allocation as of March 31, 2026. Source: Timber Finance

Currency Allocation

GBP; 5%
CHF; 2%

EUR; 18%
SEK; 12%

USD; 40%

CAD; 24%
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Market Capitalisation

Large-cap;
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25%
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19%
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Figure 4. Market capitalization and currency allocation as of March 31, 2026. Source: Timber Finance.

Outlook

The sector’s future development will be significantly influenced by macroeconomic factors such asinterest
rates, construction activity, and geopolitical developments. At the same time, structural drivers are
continuing to gain importance:

e Regulation of embodied carbon in the construction industry
e Recognition of timber construction as a carbon sink

e Governmentincentive programs for sustainable construction
e Adaptation of global supply chains and energy dependencies

These developments support the long-term investment thesis for timber construction and are likely to
continue providing tailwinds, particularly for European companies.

In accordance with the semi-annual rebalancing cycle, the next rebalancing will take place at the end of
September 2026.

For more information, please contact us at info@timberfinance.ch or:

Timber Finance
Ausstellungsstrasse 36
CH-8005 Zurich

Tel. 058 255 42 60

General disclaimer © 2026 Timber Finance (“Timber Finance”). All rights reserved. Redistribution or reproduction in
whole or in part are prohibited without written permission of Timber Finance. Timber Finance makes no representation
or warranty, express or implied, as to the ability of any index to accurately represent the asset class or market sector
that it purports to represent and Timber Finance and its third-party licensors shall have no liability for any errors,
omissions, or interruptions of any index or the data included therein. All data and information is provided by Timber
Finance “as is”. Past performance is not an indication or guarantee of future results. This document does not
constitute an offer of any services. It is not possible to invest directly in an index. Exposure to an asset class
represented by an index may be available through investable instruments offered by third parties that are based on that
index.
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