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Abstract

Teak, a highly valuable tropical timber species, thrives in diverse climates
and soil conditions, with its growth performance varying across different regions
and plantations. While naturally found in parts of India, Myanmar, Thailand, and
Laos, teak plantations have expanded globally, including areas outside their
natural range. Known locally as Sagwan, Indian teak wood predominantly
originates from the central plateau and Western Ghats, encompassing modern-day
Karnataka, Goa, Maharashtra, Madhya Pradesh, and parts of Telangana. It's also
found in Assam and the bordering regions of Myanmar, where it's called 'Burma
Teak'. Indian teak wood, by its colour, which can be light brown, dark brown, or
yellowish, depends on its Indian origin, while its grain pattern varies from delicate
to coarse, depending on the chosen piece. Known for its exceptional long-term
durability and natural resistance to pests and decay, this teak's superior oil
content, attributed to India's rich soil, has earned it global recognition and a
higher price than Burmese teak. India plays a dual role in the global teak trade,
acting as both a major importer of teak wood and a prominent producer and
supplier. Its status as a world leader in teak imports is driven by high domestic
demand. In contrast, extensive teak plantations in states such as Maharashtra,
Kerala, and Karnataka contribute to its position as a key global supplier of high-
quality teak timber. The country's overall standing in the market depends on the
specific trade metrics used. Genuine, naturally grown Indian teak wood is available
through government auctions at local timber depots, although the government
must adhere to strict rules for timber transportation. Indian teak is superior to
plantation teak of other countries because it's grown in natural forests, not
alongside other crops, and is identifiable by its greater thickness as a log and
fetches a higher price in the global market. This study examines the forces that
influence the supply and demand of teak wood, providing a comprehensive analysis
of the global teak industry. It encompasses the current state of the industry, the
factors driving its evolution, and the economic landscape of the teak trade and
investment.
Keywords: Teak, global teak trade, importer, prominent producer, supplier, global
teak industry

Introduction

Teak (Tectona grandis) is the most sought-after species in India for house
construction and furniture making. Teakwood forms the benchmark for the grading
and price of other wood species, and traditionally, consumers in India have an
exclusive preference for this wood. Teak is native to India, Myanmar, Laos, and
Northern Thailand, and there are nearly 8.9 million hectares of teak-bearing forests in
India. It is ideally suited to grow as a plantation crop and also as an agroforestry
species by small-holding farmers, and is the most preferred species as a bund planting
crop by the farmers in India. Timber production from Indian forests has declined over
the years, primarily due to an increasing emphasis on the conservation of forests and
biodiversity. In fact, the situation has become so dire that the current average annual
domestic production of about 2.4 million cubic meters (CBM) is just about 5% of
today’s demand. Although various government and private players are investing in
teak plantations, the fact that teak has long rotation periods and demand is far higher
than the additional supply that plantations can generate means imports will continue
to remain high, making imports a year-round profitable proposition.

The world’s total teak supply from natural and planted forests adds up to
about 2-2.5 million CBM, of which at least 60% is cut in India, Indonesia, and
Myanmar. The estimated market share of teak logs in the total round wood
production is less than 2%. As per FAQ, in India, natural teak resources declined
from the late 1970s to 2010. India is a dominant force in the global teak trade,
consuming the vast majority of teak logs from Africa and Latin America, while also
producing a substantial amount domestically. This heavy reliance on the Indian
market makes global trade highly sensitive to its economic conditions, leading to
market volatility. The lack of a universal log grading system and inconsistent
measurement units across countries further complicates teak pricing and trade,
creating a complex and inconsistent international market.
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This study provides a comprehensive analysis of the global teak industry, examining the factors influencing supply
and demand, the industry's current state and evolution, and the economic landscape of teak trade and investment.

General Description of Teak

Teak (Tectona grandis), a tropical hardwood, is native to South and Southeast Asia, growing up to 130 feet tall and
12 feet in diameter. Teak, scientifically known as Tectona grandis, has various names across different languages and
regions. In English, it's commonly known as teak, Indian oak, or teak tree. Saka, bardaru, bhumisah, dwardaru, kharchchad in
Sanskrit. Other names include sagun, sagwan, or saigun in Hindi and other Indian languages, kyun in Burmese, and djati or
jati in Indonesian and Malay. Additionally, it's referred to as teck in French and Italian, and teca in Spanish.
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Figure 1-Worldwide distribution of Teak plantations.

Scientific classification of Teak
Teak is scientifically classified as follows:

Kingdom Plantae

Class Tracheophytes
Order Lamiales
Family Lamiaceae
Genus Tectona
Species Tectona grandis
Botanical Name Tectona grandis

Figure-2 Teak wood slice

India in the Global Teak Industry

India holds a dual position in the international teak market, acting as both a major consumer, particularly of teak
from Myanmar, and a modest exporter of finished products like sawn timber and plywood. However, this trade, especially the
portion sourced from Myanmar's natural forests, is under increased scrutiny due to growing worries about unsustainable
logging practices and the resulting deforestation.

India, despite having domestic teak production and a high regard for teak furniture, relies on imports to meet its
substantial demand due to a combination of factors: a large population, a Supreme Court ban on felling natural trees, and the
impossibility of factory-based teak production, leading to a supply-demand imbalance.

India is a major teak producer and a huge consumer, importing significant quantities to meet its massive domestic
demand, especially for interior applications and high-quality timber. The trade is characterized by high domestic utilization,
volatile global prices linked to Indian demand, and large-scale private teak investment programs. Key issues include the
widespread prevalence of unethical investment schemes, the significant and often problematic import of "conflict teak" from
Myanmar, and the need for better regulation and sustainability in the industry. Moreover, the timber industry's need for vast
storage and processing areas, a need that is uniquely met by the ample vacant land found near major ports like Kandla and
Mangalore.
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Figure.3- Top ten teak-producing countries

Production and Demand of Wood in India

Approximately 102 million cubic meters of small-sized wood were produced in 2023-2024. It was estimated to be
worth approximately INR 482 billion. Approximately 37 billion cubic meters of medium- and large-sized timber were
produced. It was estimated to be worth approximately INR 359 billion. The Indian wood market is projected to reach USD
22.5 billion by 2029, up from an anticipated USD 14.77 billion in 2024, at a compound annual growth rate (CAGR) of 8.78%.
The growing demand for wood, which includes the growth of wood-using industries like construction, paper, and packaging,
is one of the primary causes.

The most common wood HS codes in the Indian wood export market are as follows:

S.N Code Description

1 4409 Wood, comprising parquet friezes and strips

2 4411 Wood or other ligneous fibreboard, whether it is bonded with resins or other organic
elements.

3 4421 Other articles of wood.
Cut Wood, chipped, sliced, or peeled longitudinally, whether or not it has been enjoined,

4 | 44039990 :
sanded, or planed, and thicker than 6 mm.

Export and Import policy of wood in India

India's wood export and import are regulated under the Foreign Trade (Development and Regulation) Act 1992 and
the associated Foreign Trade Policy (FTP), administered by the Directorate General of Foreign Trade (DGFT). Key aspects
include a mandatory Importer-Exporter code (IEC) for traders, the need for authorisations for restricted items, and a general
principle that all trade is free unless specifically prohibited or restricted by the FTP.
Exports: India's trade rules for timber are liberal regarding imports but restrictive on exports, specifically prohibiting the
export of raw logs to serve conservation goals.
Imports: India's trade policy for teak is designed to promote domestic value addition and discourage local logging. The
country imports teak logs at a lower tariff (25%) than processed wood products (31%) to incentivize domestic manufacturing
and reduce pressure on its forests. Despite being a major producer, India is a net importer of teak to satisfy its demand for
value-added products. The major teak wood import ports in India are Bangalore ICD, JNPT, Madras Sea port, Cochin Sea
port, and Delhi TKD ICD.
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Figure 4- India's Teak Wood Imports: Main Countries
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Figure 5- Major Teak Wood Exporting Countries

Factors influencing the supply and demand of teak timber in India

Factors influencing India's teak timber include high domestic demand from construction and furniture, limited local
supply due to exploitation and deforestation, and declining levels of production of teak logs from natural forests due to the
continuing deforestation and depletion of natural teak resources. India is also likely to see a continuing decline in the volume
and quality of natural teak, accompanied by progressive loss of genetic resources, and increasing reliance on
imports. Government policies, such as export regulations on other countries' teak and incentives for Indian plantations, affect
availability and price. Environmental concerns and the push for sustainable sourcing can restrict supply, while inflation and
import costs influence the price of imported logs.

Economic landscape of the teak trade and investment

The teak market is undergoing a significant transition as the supply shifts from natural forests to plantations to meet
strong global demand, particularly in Asia. This move has attracted significant investment due to teak's reliability as a long-
term asset. However, the sector is challenged by the inconsistent quality of timber from younger plantations, along with
complex pricing structures and regulatory issues.

The global teak market and trade dynamics

The global teak market was worth $44.0 billion in 2023 and is projected to more than double to $93.22 billion by
2032, with an 8.7% compound annual growth rate (CAGR). The teak furniture segment, which was valued at $58.9 billion in
2023, is predicted to expand at a 6.2% CAGR by 2030.

Major players and trade flows:

1. India, a major driver of the global teak market, consumes most of the plantation teak exported from Africa and Latin
America. Both India and China are leading importers, accounting for the bulk of worldwide teak exports.

2. Asia holds over 90% of the world's teak resources, and trends in the Asian market govern the global trade.

3. Myanmar was historically the dominant supplier of premium natural teak. However, an export ban on raw logs imposed
in 2014, due to resource depletion, has reduced its global trade share.

4. Indonesia primarily exports finished teak products, such as furniture, to markets in China and Europe.

5. Africaand Latin America are emerging as key suppliers of plantation-grown teak logs, targeting Asian markets.

Economic drivers and opportunities

1. High and consistent demand

Teak is prized for its durability, water resistance, and aesthetic qualities, making demand almost unlimited for applications
like high-end furniture, boatbuilding, and flooring. A rising middle class in emerging markets and increasing home renovation
trends in developed economies further boost demand.

2. Investment diversification

Teak plantation investments are increasingly seen as a safe, long-term hedge against volatile financial markets. As a tangible
asset with low correlation to traditional stocks and bonds, teak can add stability to a diversified investment portfolio.

3. Long-term appreciation

Due to its long growth cycle and consistent demand, teak timber, especially from mature, high-quality trees, appreciates over
time. This makes it an attractive generational wealth asset for long-term investors.

4. Sustainable and ethical value

Growing environmental awareness has increased the market for sustainably and ethically sourced timber. Investments in
responsibly managed and certified plantations, such as those with Forest Stewardship Council (FSC) certification, are
becoming more attractive to environmentally conscious consumers and regulators.

Risks and Challenges

1. Inconsistent quality

Unlike old-growth natural teak, timber from fast-growing, young plantations often has smaller dimensions and lower quality.
This can impact the market value and limit applications that require large, premium-grade wood.
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2. Supply chain complexity

Stringent regulations, including logging restrictions and sustainability requirements, can complicate the teak supply chain.
The long maturity period of 20 to 50 years makes investments susceptible to policy changes and market fluctuations.

3. Investment scams

The promise of high returns from teak plantations has attracted unscrupulous companies, especially in India, that lure
investors with unrealistic projections. This has led to financial losses and tarnished the reputation of the sector.

4. Pricing opacity

The lack of a common international log-grading standard and variation in measurement units make it difficult to compare teak
prices across countries. This lack of transparency can create confusion and prevent accurate price determination.

5. Environmental concerns

Historical deforestation and monoculture plantation practices raise environmental issues, including loss of biodiversity and
soil degradation. Illegal logging remains a concern in some regions, further hindering sustainable trade.

Conclusion:

This review depicted that the teak is indeed a highly important species. The global teak timber market is undergoing
a significant transformation, moving from a supply-constrained trade based on natural forests to a plantation-centric model.
Key insights reveal that Asia, led by India and China, will continue to be the primary market driver, with demand shifting
towards smaller, faster-grown plantation logs. While this change offers supply stability, market participants must navigate
challenges related to product quality from younger plantations and the lack of international price standards. Addressing
ongoing challenges, such as illegal logging and inconsistent grading standards, will be crucial for the industry's orderly and
sustainable development. It is anticipated that increasing pressure for sustainable practices and certification as a market entry
requirement, particularly in Western markets. Ultimately, future profitability depends on investing in robust silvicultural
management, embracing transparency, and navigating policy environments to maximize returns from this highly valued
timber. Ministry of Environment, Forest and Climate Change(MOEF&CC) of India is now of the view that there is an
imminent need to make concerted efforts at every level in mission mode to improve research, cultivation, harvesting, and
marketing of teak. It is the apt time to initiate the process of augmenting teakwood in India so that by 2047, on the 100" year
of independence, the country is self-sufficient in teakwood production.
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