
INSIDE // 3 Housing Indicators Mixed // 4 Retention of Timber Tax Provisions Urged // 5 Pellet Exports Continue Strong 

By Marshall Thomas,
president of F&W 
Forestry Services, Inc.

SPRING 2015 // NO. 124

Slow Recovery Continues, Weather Turns On Us,  
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In weather terms, first quarter stumpage 
price increases across the South and our 
other operating regions were “light and 
variable,” another sign that this economic 
recovery isn’t going to be very exciting—at 
least not for the forestry sector. 

And wet weather (in this case snow)—
normally a harbinger of higher timber 
prices—actually caused a significant drop 
in February housing starts (see page 3), 

perhaps contributing to the lack of excitement in 
local stumpage markets. Fortunately as we enter the 
warm season, it looks like El Nino has a good chance 
of staying with us (see page 2) and should have its 
predictable positive impact on stumpage prices. 

As our painfully slow recovery continues, a real 
threat to forest landowners is coming from our 
politicians in the form of tax reform (see page 4). 
The proposals for forestry include the elimination of 
capital gains, annual expense deduction, amortization 
of reforestation expenses, and tax credits for 
reforestation expenses. If made, these changes could 
reduce long term returns for small private forestland 
owners by as much as 25 percent—we’ll have a 
detailed analysis in the summer issue of the Forestry 
Report. 

That’s more than enough to offset the recovery for 
the next five years or so. It’s unbelievable that this 
threat from Washington could be developing now, 
after the worst economic period for forest landowners 
since the 1980’s. But it is, and this is one of those 
times when landowners should contact their federal 
representatives and tell them how they feel about 
timber tax “reform.”

On the demand side, it looks like pellet mills will 
keep coming to the South (see page 5), and this 
in spite of the fact that the dollar has significantly 
strengthened this year (see graph on page 8). It 
usually takes a few years for a stronger dollar to 
impact trade, so it will be interesting to see what 
happens to the pellet producers if the dollar stays 
strong.

Log and lumber exports from the West Coast to 
China were down last year (see page 6) but exports 
from the South increased—unfortunately the volume 
isn’t enough to make much difference but it is good 
to see that market developing—and China’s currency 
hasn’t weakened as much against the dollar as 
others.
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SOUTHEAST 
 LAFAYETTE, AL $7–14 $13–19 $24–31 $6–10 $18–35
 GAINESVILLE, FL $15–27 $20–29 $28–36 $8–14 $16–30
 MARIANNA, FL $11–18 $18–24 $24–29 $7–11 $17–20
 ALBANY, GA $12–17 $18–24 $25–39 $5–9 $18–35
 MACON, GA $10–15 $16–22 $25–33 $5–9 $18–35
 STATESBORO, GA $14–23 $19–27 $27–39 $10–17 $24–42
 FOUNTAIN INN, SC $7–12 $16–20 $27–30 $7–10 $18–22

CENTRAL REGION

 CHILLICOTHE, OH $5–6 NA NA $3–4 $30–55
 CLINTON, TN $2–5 NA NA $4–6 $25–50
 PARIS, TN $7–10 $10–12 NA $5–8 $14–54

WEST GULF

 EL DORADO, AR $5–15 $12–17 $21–30 $14–20 $28–62
 CORINTH, MS $5–15 $10–14 $16–22 $2–9 $44–63
 JACKSON, MS $4–9 $9–17 $19–29 $8–15 $30–45
 HUNTSVILLE, TX $8–11 $14–17 $26–32 $9–12 $32–40
 TEXARKANA, TX $6–12 $12–24 $22–30 $13–17 $28–48

MID-ATLANTIC

 CHARLOTTESVILLE, VA** $10–17 $14–22 $22–30 $6–10 $22–50

NORTHEAST

 GLENS FALLS, NY*** $3–6 $7–14 $11–20 $6–12 $55–135
 HERKIMER, NY*** $2–5 $5–14 $8–20 $5–9 $60–155

2015 FIRST QUARTER PINE & HARDWOOD 
STUMPAGE PRICE RANGE*

*�All�Prices� in� tons,�based�on�sales�handled�by�F&W�offices.� If�no�sales�occurred,�prior�quarter’s�
sales�and�other�data�are�used�to�compile�price�range.�Price�ranges�are�due�to�different�locations,�
timber� quality,� logging� conditions,� type� of� harvest,� and� local� market� conditions.� To� convert� 
$/ton�to�$/cord�multiply�$/ton�price�by�2.7.�The�actual�range�for�our�sales,�depending�on�region,�is�from�
2.6�to�2.8.�**Virginia�Pine�Sawtimber�is�$90-100�MBF�(I).�(S)�=�Scribner,�(I)�=�International,�(D)�=�Doyle.� 
***�Northeast�Pine�Pulpwood�prices�also�include�Hemlock�and�Spruce.� (Continued on page 2)



 

Now for a region-by-region 
breakdown of timber prices during 
the first quarter 2015. Following is 
a summary of how pine products 
fared in the southern pine belt 
(excluding the Northeast region):

Pine Pulpwood: Average price 
$11.06/T; up 4 percent from the 
previous quarter and up 1 percent 
from first quarter of 2014; 

Pine Chip-n-saw: Average 
price $17.45/T; up 4 percent from 
the previous quarter and up 5 
percent from first quarter of 2014;

Large Pine Sawtimber: 
Average price $26.41/T; no change 

from previous quarter and up 1 
percent from first quarter of 2014.

F&W timber sales of hardwood 
products, including the Northeast, 
were a mixed bag. 

Hardwood Pulpwood: 
Average price $8.97/T; down 5 
percent from the previous quarter 
and up 3 percent from first quarter 
of 2014;

Hardwood Sawtimber: 
Average price $40.93/T; down 2 
percent from previous quarter and 
up 4 percent from first quarter of 
2014. 

PINE PULPWOOD AVERAGE
 SOUTHEAST /  CENTRAL REGION /  WEST GULF /  MID ATLANTIC

PINE SMALL SAWTIMBER AVERAGE
 SOUTHEAST /  CENTRAL REGION /  WEST GULF /  MID ATLANTIC

Marshall Thomas (continued)

TIMBER STUMPAGE PRICES ACROSS F&W’S SERVICE REGION
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If wet weather is an omen of 
good timber prices, this spring 
should be a beaut for forest 
landowners.

Snow and rain have been 
abundant for much of the nation’s 
forested areas during the winter 
season, and El Nino conditions—
generally wet—are expected to 
hang around until summer. 

“Compared to last month 

(February), several more models 
indicate El Nino will continue 
throughout 2015,” according to the 
National Oceanic and Atmospheric 
Administration’s Climate Prediction 
Center. 

“In summary there is an 
approximately 50-60 percent 
chance that El Nino conditions 
will continue through the Northern 
Hemisphere summer 2015.” 

Fifty To Sixty Percent Chance Seen For  
El Nino Hanging Around Through Summer

2010 2011 2012 2013 2014  2015
     Q1
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PINE LARGE SAWTIMBER AVERAGE
 SOUTHEAST /  CENTRAL REGION* /  WEST GULF /  MID ATLANTIC

SOUTHEAST HARDWOOD PRICES
 HARDWOOD PULPWOOD /  HARDWOOD SAWTIMBER 

FOR MORE INFORMATION AND DATA,  
VISIT WWW.FWFORESTRY.NET
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Housing Starts Drop Sharply In February
Likely Due To Harsh Winter; Permits Edge Up

Coming off one of the harshest 
winters on record, new home 
construction in the U.S. slipped 
below the annualized million new 
starts marker in February for the 
first time since last September. The 
decline is almost certainly due to 
the devastating winter weather that 
has plagued much of the country and 
slowed home building for a second 
consecutive winter.

The U.S. Department of Commerce 
reported in mid-March that despite 
the adverse weather conditions work 
began on 897,000 new housing units 
in February, down a whopping 17 
percent from an annualized average 
of 1,081,000 in January.

A separate report had a more 
optimistic outlook for the housing 
industry. The Commerce Department 
reported that sales of newly built, 
single-family homes in February 
actually rose 7.8 percent during 
the month to a seasonally adjusted 
annual rate of 539,000 units from an 
upwardly revised January reading.

This is the highest sales pace 
since February 2008 according to 
the National Association of Home 
Builders.

Hopefully, this is a sign that could 
help boost the broader U.S. housing 
market and it comes on the eve of 
the traditional spring housing market 
boom.

“Single-family housing starts in 

February were at a rate of 593,000,” 
according to the Commerce 
Department’s release. “This is 14.9 
percent below the revised January 
figure of 697,000. The February rate 
for units in buildings with five units or 
more was 297,000.” 

As an indicator of future housing 
construction activity, the Commerce 
Department reported that new home 
building permits for 1,060,000 units 
were issued in January of this year 
and for 1,092,000 units in February in 
spite of the harsh winter weather. 

Single-family building permits were 
issued for 620,000 units in February, 
a decline of 6.2 percent from the 
revised January data of 661,000. 

The weather-related steep slippage 

in February of new housing starts has 
likely spilled over to homes already 
under construction, slowing progress. 
And that in turn is likely impacting the 
lumber and other building material 
markets.

For whatever reason, lumber 
futures have dropped steadily as 
the year has progressed, with the 
front month price dropping to $288 
MBF near the end of March, down 
from $312 at the start of the year. 
During the same time period, Random 
Length’s Framing Lumber Index 
declined from $385 to $335 and 
its Southern Pine Composite Index 
dropped from $408 to $393.

Futures markets are known for their 
volatility. 

*There is no longer a market for Large Pine Sawtimber in the Central Region
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Some 150 forestry organizations, 
timber industry groups, and working 
timberland owners have filed joint 
letters with the U.S. House and 
Senate tax-writing committees 
urging Congress to retain long 
existing timber tax provisions of the 
revenue code, including capital gains 
on timber sales.

The letters were sent to Chairman 
Paul Ryan, (R-Wis.), the newly 
named chairman of the House Ways 
and Means Committee, and the 
new ranking Democratic member of 
that committee, Rep. Sander Levin 
(D-Mich.). 

In the Senate, the letters went 
to Sen. Orrin Hatch (R-Utah), who 
has taken over as chairman of the 
Senate Finance Committee, and 
Sen. Ron Widen (D-Ore.), now 
ranking Democratic member of that 
Committee. Widen was formerly 
chairman of the Finance Committee 
in the previous session when 
Democrats held a Senate majority.

These four members of Congress 
will play influential roles in writing 
any new or revised federal tax laws 
applying to timber sales, forest 
management expenses, reforestation 
costs, and related expenses involved 
in the business of growing trees 
commercially.

Together, these senators and 
representatives will have a powerful 
say over what happens to the timber 
tax legislation when it starts to move 
through the congressional process, 
beginning with the U.S. House of 
Representatives that the Constitution 
gives first shot at dealing with tax 
and revenue issues. No one at this 
point can unequivocally say when 
this will be, but the letters to the 
Congressional tax leadership would 
be the ideal place for the forestry 
community to begin an all-out 
lobbying campaign to maintain the 
existing tax code—or key provisions 
of existing law. 

The forestry-generated letters to 
the Congressional tax leaders urged 
their respective committees to retain 
the existing tax law treatment of the 
timber-growing industry, noting it 
works for trees, forestland owners, 
including the 22 million family forest 
owners across the country, wood 
products and paper manufacturing, 
fish and wildlife, and outdoor 
recreation. 

The letters to the two tax-writing 
committees state: 

“We support current (tax) law 
which includes capital gains 
treatment of timber revenue, 
deductions for management and 
reforestation expenses and the 
ability of timberland REITs to provide 
timber investment opportunities. The 
current timber provisions support 
one of the critical financial elements 
that enables private forestland, 
which constitutes more than 50 
percent of forest land in the U.S., 
to produce over 90 percent of the 
timber used to manufacture forest 
products. Timber from private forests 
helps support the recovery of the 
U.S. housing industry and wood 
products manufacturing.

“Congress has long recognized 
that working forests have unique 
economic attributes that do not 
necessarily match easily with 
general tax principles,” the letter 
continues. “It can take between 20 
and 80 years before a forest stand 
is harvestable. This investment in 

forests ties up large amounts of 
capital in the land, but the forest 
owner must also bear substantial 
annual costs to maintain the forest 
(including fire prevention, road 
maintenance and pest control) to 
improve the growth and productivity 
of the trees. Unlike inventory, 
forests are mostly uninsurable, 
requiring forest owners to bear for 
long periods the significant risk of 

destruction by fire, pests, diseases 
and other natural disturbances. 
Additional costs are incurred for 
replanting after harvest….”

“Since the 1940s, the timber tax 
provisions have helped to encourage 
economic growth. In fact, since 
their passage, timber volume has 
increased by nearly 50 percent on 
approximately the same amount of 
forested acres. Two thirds of that 
increase has occurred on private 
forestland.

“As you examine various 
options for tax reform, we urge the 
Committees to retain the current 
law which recognizes that: timber is 
a long-term real estate investment; 
decisions to invest in timber were 
made decades ago; and changing the 
tax treatment would significantly and 
negatively impact working forests 
that contribute to economic growth 
and environmental quality.” 

Forest Landowners, Timber Groups Urge Congressional Tax Leaders
To Retain Existing Timber Tax Provisions, Including Capital Gains

“SINCE THE 1940S, THE TIMBER TAX PROVISIONS HAVE 

HELPED TO ENCOURAGE ECONOMIC GROWTH. IN FACT, 

SINCE THEIR PASSAGE, TIMBER VOLUME HAS INCREASED 

BY NEARLY 50 PERCENT ON APPROXIMATELY THE SAME 

AMOUNT OF FORESTED ACRES. TWO THIRDS OF THAT 

INCREASE HAS OCCURRED ON PRIVATE FORESTLAND.”
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Wood pellets produced from 
trees grown in southern U.S. 
forests for export to the United 
Kingdom and western Europe for 
electric energy production may 
reach 25.9 million tons by 2020, 
according to a new study by the 
U.S. Department of Agriculture 
Forest Service conducted by a blue 
ribbon list of forest scientists and 
researchers. 

If that volume is reached, it 
would amount to a 582 percent 
increase over the 3.8 million tons 
exported to European countries as 
recently as 2008—when the trend 
began—and 30 percent over the 
19.9 million tons exported in 2013. 

“The large-scale production of 
pellets for export is increasing in 
the United States, and most of 
the new production is in the U.S. 
South” the study stated “The U.S. 
South currently contains more 
than 62 percent of total U.S. pellet 
production capacity, up from 12 
percent in 2013....,” the study 
found. 

The U.S. South accounts for 81 
percent of total announced pellet 
capacity, according to the study. 

The principal driver of European 
demand for wood pellets as fuel 
for generation of electricity is a 
European Union (EU) directive 
requiring increased use of 
renewable energy sources as a 
replacement for coal. 

“At this time, EU policies 
instituted in 2009 requiring 
renewable energy to make up 
a percentage of total energy 
production are driving demand 
for U.S. pellets,” the study noted. 
“Pellet mills are quick to construct, 
and production and start-up can 
easily occur within five years, and 
possibly as soon as 12-18 months 
following an announcement of 
intent to construct. Operating 
pellet capacity in the U.S. South 
was 2.5 times greater in 2013 than 

in 2011, reflecting this quick start 
up time.” 

Despite the focus on the EU as a 
major driver of global pellet market 
development, the Forest Service 
study said potential new markets 
for U.S. pellets exist in South 
America, Asia, and Africa.

“Acknowledging the complex 
role of public policy in wood pellet 
market evolution, global pellet 
markets are likely to experience 
strong growth in coming years,” 
the Forest Service study said. 

Authors of the Forest Service 
Study are Karen Lee Abt, Research 

Economist, U.S. Forest Service 
Southern Research Station; Robert 
C. Abt, Professor, Department 
of Forestry and Environmental 
Resources, North Carolina 
State University; Christopher S. 
Galik, Senior Policy Associate, 
Environmental Economics 
Program, The Nicholas Institute 
for Environmental Policy Solutions 
at Duke University; and, Kenneth 
E. Skog, Supervisory Research 
Forester, U.S. Forest Service, 
Forests Products Laboratory, 
Madison, Wis. 

Tree Planting Up In U.S. South, Down Modestly Nation-Wide, 
Survey Finds; Is Canada Tuned In?
Exports Of Southern-Produced Wood Pellets To Europe
Maintain Record-Breaking Growth With No End Sighted

With the U.S. South now 
dominating wood pellet shipments to 
Western Europe, western Canada is 
seeking to cash in on growing Asian 
markets for the low carbon fuel.

According to Seattle-based Wood 
Resources International, there was a 
shift in Canadian exports from Europe 
to Asia with pellet plants in British 
Columbia shipping record volumes of 
chips to South Korea during the third 
quarter of 2014.

“British Columbia’s pellet 
shipments overseas will likely remain 

stable during most of 2015 until the 
first of five announced pellet mills 
starts commercial operation late in 
2015 or early 2016,” the publication 
reports. “There are currently plans 
to add over 800,000 tons of pellet 
capacity in the Province during 
2015/16 with South Korea being the 
target market.

The publication said U.S. pellet 
exports continue to be dominated by 
bulk shipments to Europe with only 
minor container volumes shipped 
from the West Coast to Asia. 

Canadian Pellet Exports To Europe Fall  
Behind U.S; Asia Becomes Major Target 

© ZIHE - Fotolia.com
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U.S. shipments of logs and lumber 
from the West Coast to China declined 
significantly in 2014, likely due as much 
to the slackening Chinese economy as 
to port shipping problems primarily in 
the Los Angeles area of California. 

The U.S. Forest Service’s Northwest 
Research Station in Portland, Ore., 
reports that log exports from U.S. West 
Coast ports decreased by a significant 
13 percent for all of last year to a total 
of 1,076 million board feet (MBF), while 
sawn lumber shipments dropped by 14 
percent to 892 mbf. The value of these 
exports also dropped, by seven percent 
for logs to a value of $1,310 million and 
by 11 percent for lumber to a value of 
$657 million.

“The drop in demand from China in 

the second half of 2014 is the major 
reason for the decrease in West 
Coast log and lumber exports that we 
saw last year,” said Xiaoping Xhou, 
a research economist at the Portland 
Research Station who conducted the 
analysis. 

Then, significantly, he added: 
“During this same time, however, China 
increased its importation of lumber from 
other regions of the United States, such 
as Norfolk, New York, and Savannah, 
Ga.“ (See related article below).

Other highlights from the U.S. Forest 
Service’s Portland Research Station 
report:

• Total U.S. log exports in 2014 
decreased by more than 5 percent in 
volume compared to 2013, but export 

values increased by more than 3 
percent;

• Total U.S. lumber exports in 2014 
increased by more than 4 percent in 
volume compared to 2013, while value 
increased by 13 percent;

• At West Coast ports, 64 percent 
of outgoing U.S. logs and 36 percent of 
outgoing lumber were destined for China 
in 2014, compared to 63 percent of logs 
and 40 percent of lumber in 2013;

• West Coast log exports in 2014 
represented 55 percent of the total 
U.S. log export volume, down from 59 
percent in 2013;

• West Coast lumber exports in 
2014 represented 26 percent of the 
total U.S. lumber exports, compared to 
31 percent in 2013. 

U.S. Log And Lumber Exports To China Slip;
East Coast, Gulf Ports See Increasing Market Share

The West Coast labor dispute that 
almost shut down ports in California 
and the Pacific Northwest underscores 
opportunities for increased export 
of lumber and logs along with other 
exports to China and the Far East 
when widening of the Panama Canal is 
completed within about a year.

According to a report in The Wall 
Street Journal, about half of all U.S. 
ocean cargo traditionally has flowed 
through the nation’s West Coast ports. 
But over the past year, shippers have 
increasingly shifted cargo to ports on 

the East and Gulf Coasts of the U.S., 
Western Mexico, and Canada to avoid 
growing congestion resulting from 
labor friction between the International 
Longshore and Warehouse Union 
and the Pacific Maritime Association, 
representing shippers.

“That trend has accelerated over 
the past several months, as ships lined 
up along the West Coast and port 
operations ground to a halt, according 
to shippers, supply-chain experts and 
port officials on both coasts,” the 
Journal reported.

“This is bad news for West Coast 
ports, truckers and railroads already 
worried that the expansion of the 
Panama Canal, due for completion 
next year, would begin to divert more 
business to the East Coast,” the paper 
said.

“About a third of our cargo is purely 
discretionary,” meaning it can be 
shifted to other ports, a West Coast 
port official said. “Some of that cargo 
has moved to other port complexes. It’s 
going to be extremely difficult to earn 
all that business back.”

Meantime, East Coast, Southeast, 
and Gulf ports are likely to benefit from 
any shipping shifts of logs and lumber 
from California and the West Coast. If 
that happens, forest landowners and 
the softwood lumber industry should 
stand to be significant beneficiaries 
since southern pine forests grow 
vigorously almost to the very edges of 
the Atlantic Ocean and the Gulf  
of Mexico in the southern regions  
of the U.S. 

Labor Strife, Shipping Delays Threaten West Coast Ports;
With Enlarged Panama Canal, May Be Win-Win For South

 Cargo ship departing the Port of Savannah
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MeadWestvaco, Rock-Tenn Announce Merger
To Form Yet To Be Named Packaging Giant

In a major ownership shakeup 
of the U.S. paper and packaging 
industry, two of the largest and best 
known companies in the business—
MeadWestvaco Corporation 
and Rock-Tenn Company—have 
announced they are merging.

The combined equity value of the 
merged companies is $16 billion 
with combined annual sales of $15.7 
billion, according to the merger 
announcement. The announcement 
said the combined company would 
be a “powerful global provider of 
consumer and corrugated packaging 
solutions.”

Though both companies are heavily 
involved in the manufacture and 
marketing of products of the forests, 
Rock-Tenn does not own timberland. 
MeadWestvaco has had a major 

involvement in timberland ownership 
and management but divested most 
of its forestlands in a sale to Plum 
Creek Timber Company in 2013.  

While the name of the newly 
combined company had not been 
announced by our press time, the 
corporate headquarters of the 
new entity will be in Richmond, 
Va., the present home base of 
MeadWestvaco. Rock-Tenn is 
headquartered in Norcross, Ga., a 
suburb of Atlanta, and will have 
operating offices of the combined 
company. Both companies 
have substantial international 
manufacturing and marketing 
operations across the globe.

After the merger is completed, 
John A. Luke, Jr., who is now 
chairman and chief executive officer 

of MeadWestvaco, will become non-
executive chairman of the board of 
directors of the combined companies. 
Steven C. Voorhees, chief executive 
officer of RockTenn, will serve as 
chief executive officer and president 
of the combined company.

Commenting on the merger, Mr. 
Voorhees said: “This transaction 
brings together two highly 
complementary organizations 
to create a new, more powerful 
company with leadership positions in 
the global consumer and corrugated 
packaging markets. This is a terrific 
opportunity for shareholders, 
employees, and customers of both 
companies.”

The companies say they expect 
to complete the deal in the second 
quarter of this year. 

Paper Industry Remains Strong  
In National Industry Manufacturing Ranking

PAPER MANUFACTURING STRONG IN ISM SURVEY

INTSTITUTE OF SUPPLY MANAGEMENT MONTHLY SURVEY OF U.S. MANUFACTURING ACTIVITY: PAPER PRODUCTS

FOR MORE INFORMATION: WWW.ISM.WS

= GROWTH = NO CHANGE = CONTRACTION

Paper production in the United 
States has gotten off to a strong 
start in 2015, according to the 
closely watched manufacturing 
survey conducted by the Institute of 
Supply Management (ISM).

Of the 18 manufacturing industries 
monitored by ISM, the paper sector 
ranked first in both overall growth 
and production growth in February 

and March. For new orders, paper 
ranked first in February and second 
in March. Though the paper segment 
fared reasonably well in March, the 
overall survey declined modestly but 
remained in positive territory of over 
50 with a rating of 51.5 percent.

The strong production by the 
domestic paper producers, which 
presumably includes packaging and 

other paper-based products, is good 
news for timber growers. There are 
reports of strengthening demand and 
prices across the southern pine belt 
for pulpwood from tree growers and 
residues and chips from chip-and-
saw mills and other wood product 
processors. 
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