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U.S. Timber Exports to China

Timberland investors are well positioned to benefit from the uptrend of sawlog prices that is
currently underway in many parts of the world. In the U.S., demand for softwood sawlogs has
been steadily increasing since 2009 and fundamentals support a positive long-term outlook.
While the outlook is positive across the U.S., the Pacific Northwest has outpaced other
timberland regions in terms of softwood sawlog demand growth. This is due to demand from
China and other Asian countries such as Japan for west coast sawlogs and lumber. We would like
to take the opportunity to comment on these market trends and highlight the importance of a
geographically diversified timberland portfolio in order to participate in multiple forest products
markets.

Introduction

Since the well documented downturn of the U.S. housing market, the recovery of U.S. forest products demand since 2009
has varied by region and market segment. The largest contributor to the variation of recovery has been the sharp increase
in softwood sawlog shipments to China

Figure 1. Pacific Northwest Softwood Sawlog Exports to China
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in 2009, softwood sawlog exports from the Pacific Northwest to China have risen from 351,000 cubic meters to more than
4.5 million cubic meters.

When Pacific Northwest exports to China began to rise rapidly in 2009, China held a relatively small overall share of the west coast
export market (Fig. 2). Now China is clearly
the primary destination for Pacific Northwest Figure 2. Pacific Northwest Sawlog Exports by Destination
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construction starts, the Chinese government

has a social housing unit program that has been building to increase the supply of affordable housing. The program calls for 36 million
units to be built between 2011 and 2015. As of November 2013, China started construction of 6.7 million social housing units for the
year, with 5.4 million completed.! On the supply side, China has a widening fibre deficit with softwood harvests expected to decline
further in the future and domestic production biased towards hardwoods.

Two, the sharp decline in U.S. housing starts, between 2005 and 2009, dramatically reduced the demand for softwood lumber in both
the U.S. and Canada. With U.S. lumber demand low, opportunities for China to increase their imports of U.S. softwood sawlogs
became increasingly attractive.

And three, the log export tariff imposed by Russia significantly reduced their volume of sawlog exports to China due to the significant
increase in delivered costs of their sawlogs. Prior to 2008 when Russia began imposing export tariffs, they supplied China with 85-90%
of their softwood sawlog imports. But when Russia joined the World Trade Organization in 2012 they were forced to take steps to
reduce trade restrictions on export sawlogs Figure 3. Value of Pacific Northwest Softwood Sawlog Exports to China
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timber in Canada is from provincial forestland, Canadian exports to China are mostly in the form of softwood lumber. Canada will be
further constrained by the reduced availability of timber killed by the mountain pine beetle, which had been in high demand in China
due to its attractiveness from a cost standpoint.

This may further shift the supply burden
onto the U.S. and New Zealand. Though the

Figure 4. Pacific Northwest Softwood Lumber Exports by Destination

volume of Pacific Northwest sawlogs 900
exported to China in 2013 did not surpass 800 - W China MJapan M Korea
the previous high water mark of 2011, the __ 700
value per unit exported exceeded that of é 600
2011 as the total value of sawlog exports % 500
approached $670 million (Fig. 3). New é 400
Zealand has likewise experienced an increase £ 300
in the value of sawlog exports to China since 3 200
2009. In 2013, New Zealand sawlog exports 100
to China totaled $1.4 billion (USS).3 0

2003 2005 2007 2009 2011 2013

A parallel story is true for Pacific Northwest  source: U.s. International Trade

softwood lumber exports to China, albeit on

a smaller scale. Despite China’s widening fibre supply gap, China is reported to have some of the world’s lowest cost sawmills, and
consequently can be very competitive for sawlogs and at times softwood lumber as well. Figure 4 shows the increase from 2009 and
softwood lumber exports from the Pacific Northwest topping 700,000 cubic meters in 2013.

Timberland Returns Inherently Impacted by Export Demand

The geographical location of timberland investments is obviously the primary component of the overall impact of the rise in exports to
China.  This is evident by comparing the Figure 5. NCREIF Timberland Index, Annualized Rates of Return through December 31, 2013
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Sawlog exports to China from the Pacific

Northwest may not sustain the rapid growth rate since 2009. However, there are several factors that may cause them to remain
elevated and point towards continued tailwinds from China:

= Urbanization rate equal to the migration of roughly 10 million rural residents per year;
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=  Aforementioned social housing unit program calling for 36 million units of affordable housing by 2015;
= Architects in China are increasingly using wood in non-residential construction projects; and
=  Growing attractiveness of wood as a renewable green building product.

In addition, it is worthwhile to reiterate that the timber supply from Canada will continue to be constrained and Russia will not play a
significant role in the near term due to the needed capital investment necessary to increase production and reduce costs.

Summary

The recovery of softwood sawtimber demand from the 2009 low point is well underway and has certainly been buttressed by export
markets. Pacific Northwest timberland owners have benefited whether they are selling sawlogs to exporters or to domestic mills,
which then ship lumber overseas or supply the domestic market. Either way, the demand for sawlogs has increased and export
demand results in domestic mills having to be more competitive for their sawlogs. All the while, the U.S. housing market recovery will
continue to benefit timberland owners across all regions. Taking into account export markets and other secular trends, regional
variation will most likely exist in an additive manner and further highlight the paramount importance of a geographically diversified
timberland portfolio.

1 National Bureau of Statics of China, ERA Research
2NZX AgriFax, Forestry Market Report

3NZX Agrifax, Special Report, January 2014
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Important Disclosures

This document is for informational purposes only and does not constitute an offer or a solicitation of an offer to buy an interest in any
fund (each, a “Fund”) managed by Silver Creek Advisory Partners LLC and/or any affiliated management company thereof, including
without limitation Silver Creek Capital Management LLC (collectively, “Silver Creek”). Offers are made only pursuant to the
Confidential Offering Memorandum and the Subscription Documents of the Fund, which should be read in their entirety. Hedge fund
investments may be speculative, highly leveraged, illiquid and subject to a substantial risk of loss, and as a result are not suitable for
many investors. Funds are intended only for sophisticated investors who are able to assume the risks inherent in investment vehicles
of this type and who meet the Funds’ eligibility requirements. No assurance can be given that any of the Funds will achieve their
investment objective or any particular level of returns. An investor may lose money by investing in any of the Funds. Past results of
Funds are not necessarily indicative of future performance, and performance may be volatile.

All figures are unaudited estimates and are based on information from third-party sources that may be inaccurate or incomplete.
Silver Creek does not necessarily have access to information from third-party managers to ensure the accuracy of the information
presented, and any information received from third-party managers may be inaccurate or incomplete. Certain information presented
is of a high-level, summary, condensed and aggregated nature, and is inherently limited, incomplete, and required the application of
simplifications, generalizations and assumptions to produce. Individual reviews may vary due to Silver Creek’s assessment of the risks
and other factors associated with the underlying manager. Silver Creek expressly disclaims any representation or warranty as to the
accuracy, completeness, availability or timeliness of the information presented. The information provided does not necessarily reflect
the most up to date or current information available.

Any statements herein that are not based on historical fact, including without limitation, internal rate of return targets, return
targets, future distributions and expected maturity dates, are forward-looking statements. The words “target”, "project”, “plan”,
"forecast", "anticipate", "estimate", "intend", "expect", "should", "believe" and similar expressions also identify forward-looking
statements. Forward looking statements present Silver Creek's expectations, beliefs, plans and objectives regarding future financial
performance, and assumptions or judgments concerning such performance. Although such statements are based on Silver Creek’s
current estimates and expectations, and known and/or currently available financial and economic data, forward-looking statements
are inherently uncertain. There are a variety of factors that could cause business conditions and performance to differ materially
and adversely from what is contained in our forward-looking statements. Silver Creek disclaims any obligation to update forward-
looking statements. For a description of some of the factors that could cause actual results to differ from our forward-looking

statements please refer to the “Risk Factors” in the fund’s Confidential Offering Memorandum.

Silver Creek Capital Management LLC (“Silver Creek US”) was organized in 1999 as the successor entity to offer other fund of fund
products in addition to the original fund established by the founders of Silver Creek US in 1994. Silver Creek Capital UK LLP (“Silver
Creek UK”) (Registrar of Companies for England and Wales Number: OC337686) is a limited liability partnership registered in England
with the registered office address of: 4™ Floor, Reading Bridge House, George Street, Reading, Berkshire, RG1 8LS. Silver Creek UK is
authorized and regulated by the Financial Conduct Authority of the United Kingdom (FRN 486092). Silver Creek UK is a wholly owned
subsidiary of Silver Creek.

By accepting receipt of this document, you hereby agree and acknowledge that the information contained herein (the “Confidential
Information”) is strictly confidential and may not be reproduced or distributed in any manner. You agree to not disclose any
Confidential Information to third parties, except as provided below. You may only disclose Confidential Information upon a good
faith determination that such disclosure is required by judicial or other governmental order or as otherwise required by law,
provided that you have given reasonable notice to and shall consult with counsel of Silver Creek prior to such disclosure and you
shall comply with any applicable protective order or equivalent. You may disclose Confidential Information to your employees or
legal and financial advisors on a need-to-know basis.
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