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Who we are &
what we do

Research branch of The University of Montana
School of Business Administration

e Regional economic analysis
e Survey research
e Industry analysis

» Forest industry research



Forest Industry
Research

1.State-level industry analysis
2.Logging utilization studies

3.Resource Planning Act Assessment & Timber

Products Output database
4.Quarterly Montana reporting

5.0utlook Seminars & Other projects



Industry Analysis

e Rocky Mountains & Pacific Coast

e Describe industry structure, capacity,

condition, and changes

 Track wood fiber from the forest through

primary processing

e Associate key economic indicators



Objectives

e Describe market conditions and some other
factors shaping industry in the West

* |In particular, the recent decline and its impact
on production, harvest, value of output, and
the size and structure of the industry



The West
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Recent Market
Conditions

* 2003-2005

— Lumber consumption at record levels

e 2006-2009

— Housing starts tumble...



Recent Market
Conditions (cont)

 2010-2011

— “Demand for lumber in the U.S. at the lowest

level in modern history”
— “Recession ended in 2009 — who knew?”
— Dramatic increases in exports to China

— Modest rebound in housing



Impact on Industry J L"' '
“Dreadful”

e Curtailments at virtually every major wood
products mill in the West and numerous
permanent closures

e Forest products industry employment
dropped by over 70,000 in the West between
2005 and 2010 (half of the losses in
OR/WA/MT/ID)

* Permanent closure of 30 major mills



U.S. Housing Starts
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West-wide and
OR/WA/ID/MT Harvest
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West-wide and NW States
Lumber Production
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Nationwide Composite
Lumber Prices Monthly,
2000-2012
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Western Forest Products
Industry, Primary and
Secondary Sales Value
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OR/WA/ID/MT Forest
Products Industry, Primary
and Secondary Sales Value
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Timber-Processing
Capacity

* Volume of timber that could be used annually
by existing timber processors, assuming firm
market demand and sufficient raw material
availability.

e Capacity is expressed in common units of
timber input; this is estimated based on
capacity expressed in units of output and
recovery factors.




Western States Timber-
Processing Capacity and

Timber Use
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Western Forest Products
Industry Employment and

Earnings
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Western Softwood
Log Exports
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Outlook

e Increased product consumption in 2012-2013 but
housing still well below the level of long term
demand

 Extended weak market will likely lead to additional
permanent closures

 Low capacity utilization - opportunity to increase
production quickly when markets improve



Publications
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Forest Sector Reeling During
Economic Downturn

By W, Brad Smith and
Richard W. Guldin
Forest products industries m the United
States have reacied to changing mar ket
situstions s economic conditions have
changed since 2007. Mill closwes and
Job lasses throughowt the forest
products sector have swept the nstion,
often with significant local mpacts. We
have consolidsted snd analyzed dats
collected by the US Forest Service's
Forest Inventory and Analysis (FIA)
program and Forest Products
Laboratary (FPL), the US Department
of Commerce, and other sources to
movide an overview of the recent
trends and the current state of the
forestry and wood-procesing sectars of
the US. economy. Looking forward to
an econdmic recovery, the future will
be different for the forest industry
sector and for forest mamagement than
exsted priar 0 2007,

Smce the economic downtum
be gan in 2007, there have beentwo

Absolute full time job losses since 2005 in all wood sectors
(294,000 jobs lost)
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Figure 1. Forest-industry jobs lost since 2005: about 113,000 in
the South, 110,000 in the North, and 71,000 in the West.
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Regional Data: US Forest Products Sector Still Reeling
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