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Following the recession of the late 2000s, the US South experienced a sustained oversupply of softwood sawtimber. This 
trend resulted in an inventory overhang of a scale that TIG estimates could take up to two decades to revert to  pre-re-
cession levels. The market has seen significant changes since TIG’s 2019 update to its sawtimber overhang forecast for 
the region. Softwood lumber manufacturing capacity in the South was ~16 billion board feet in 2008, ~22 billion board 
feet at the time of TIG’s last update in 2019, and currently sits at ~26.7 billion board feet with announced expansions and 
greenfield investments expected to push capacity to ~27.4 billion board feet (Figure 1). This shift in capacity is due to a 
consistently decreasing annual allowable cut (“AAC”) in British Columbia (“BC”) coupled with a post-pandemic increase 
in housing starts and remodel/repair spending. Rising regional sawmill capacity has driven more final harvests, moving 
supply and demand towards balance for the first time since 2008. Recently, the impacts of these pandemic  related tail-
winds to lumber demand have been offset by the US interest rate environment  which has influenced housing starts and 
repair/remodel spending. However, market fundamentals including Canadian forest policies and the US housing shortage 
support the alignment of inventory levels with harvest demand in the coming decades, bringing the market closer to 
equilibrium (Figure 2).

FIGURE 1: US SOUTH CAPACITY EXPANSION

Source: Forest Economic Advisors
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FIGURE 2: US SOUTH LUMBER CAPACITY AND SAWTIMBER DEMAND

Source: Forest Economic Advisors
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Before 2007, supply and demand for the US South’s softwood sawtimber (measured as sawtimber harvest 
removals as a percentage of growth) were relatively balanced, leading to consistent stocking removals and 
strong pricing. The primary end use for US South sawtimber is dimensional lumber used in new construction 
or renovations and remodels, and the 2008 recession’s impact on housing resulted in significantly diminished 
demand. While the reduction in housing starts and renovation spending curtailed sawtimber demand, improved 
silvicultural practices implemented over preceding decades increased supply. This prolonged supply and de-
mand imbalance has kept inventory levels high in the region and prices below pre-recession levels.

Loblolly pine stand. Source: Caddo Sustainable Timberlands

Introduction
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FIGURE 3: SHARES OF US SOFTWOOD LUMBER CONSUMPTION

FIGURE 4: U.S. HOUSING STARTS

Source: RISI, 2023

Source: U.S. Census Bureau
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Demand Drivers and Sawmilling Capacity

The two largest markets for US softwood lumber are new residential construction (33%) and repair and remodeling (42%) 
(Figure 3). Average annual housing starts from 2019-2024 were 45% higher than the average for 2008-2018, hitting a peak 
of ~1.6 million units in 2021 (approximately 1.13 million single-family units and approximately 470,000 multi-family units). 
By 2024, housing starts had returned to near the 50-year average of approximately 1.43 million units (Figure 4). Based on 
TIG’s updated analysis, each single-family start uses approximately 17.1 thousand board feet (“MBF”) of softwood lumber 
and panels while each multifamily start uses approximately 5.6 MBF of softwood lumber and panels.1 Average spending 
for repair and remodeling surged 9% in 2020 and 11% in 2021. Although this rate of increase has slowed, there has been 
sustained growth in 2022 and 2023.2

1 Forest Economic Advisors, TIG Analysis
2 Harvard Joint Center for Housing Studies
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The rapid growth in housing starts and repair spending after the pandemic further encouraged Canadian firms to invest 
in US South lumber capacity through both greenfield projects and the purchase or upgrading of existing mills. Recently, 
interest rates have risen to 20-year highs,  putting pressure on housing starts and repair spending. Participants in the regional 
lumber market have responded  by curtailing production or closing less efficient mills or those in sub-optimal markets.

However, despite near-term setbacks, several fundamental issues support sustained sawmill capacity in the US South. 
The first of these is the long-term nature of factors leading to the reduction in AAC in Canada and the resulting shift in 
capacity from BC to the US South, specifically: 1) the Mountain Pine Beetle infestation that destroyed over 50% of com-
mercial volume in BC, 2) major wildfire seasons in 2017, 2018, and 2023, and 3) land set aside for the Mountain Caribou 
that further reduced the stock of harvestable sawtimber.3 Long-term optimism for maintaining sawmill capacity is further 
reinforced by the severe housing shortage in the US, particularly acute in the South. Following 2007, the annual number of 
US housing starts has consistently fallen below the yearly underlying demand for housing units – leading the US to have 
a housing deficit of an estimated 3-4 million housing units (Figure 5). Additionally, the lack of new construction has led to 
a rapid increase in the age of owner-occupied homes, raising the median age to 41 years.4 This older housing stock leads 
to increased spending on residential improvements, supporting softwood lumber. Regionally, the US South’s consumption 
of softwood lumber is 77% higher than the next highest region (US West).5

FIGURE 5: HOUSING STARTS AGAINST UNDERLYING DEMAND

Source: Forest Economic Advisors/TIG Analysis
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3 Canadian Council of Forest Ministers 
4 US Census Bureau
5 Harvard Joint Center for Housing Studies

FIGURE 6: US HOUSING STARTS BY REGION

Source: RISI
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The inventory of softwood sawtimber on private land has continued to increase. However, this excess supply has been increas- 
ing at a slower pace than in the period before 2019. From 2008 to 2019, the inventory was increasing by an average of 1.86% per 
year while from 2020 to 2024 the inventory increase was averaging 1.08% per year. Before 2019, any slowing in the growth rate of 
softwood inventory was a result of increased harvest levels. The impact of increased harvests was tempered by sawtimber growth 
from productivity gains and harvesting via thinning treatments rather than final harvests. Since 2019, harvest levels have continued 
to increase (2.7%), while sawtimber growth has recently begun to decline (-4.1%) due to increased final harvests driven by expand-
ed sawlog capacity.  With demand and supply moving towards each other for the first time since 2008, these trends suggest that 
sawtimber inventory will reach equilibrium with harvest demand in the next three to four years. However, capacity has the potential 
to increase at least marginally in the medium term to address the need for more housing starts. Should interest rates decline, sup-
ply and demand could approach equilibrium more rapidly. Assuming similar trends hold in the coming years, US South softwood 
inventory should reach 2006 levels (the last year of inventory reduction) in approximately 17-18 years (Figure 7).

FIGURE 7: US SOUTHERN SAWTIMBER SURPLUS/DEFICIT & FORECAST

Sources: Forest Economic Advisors; TIG Forecast
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Conclusion

Our updated analysis indicates that while the equilibrium between sawtimber supply and demand in the U.S. South may take 
an additional three to four years to achieve, the peak in sawtimber inventories appears to have been reached and a gradual 
decline is anticipated. It is noteworthy that some specific micro markets are already showing signs of balancing. As inven-
tory becomes more aligned with demand, upward pressure on sawtimber prices should make timberlands characterized by 
younger age classes more favorable for investment. This perspective remains consistent with ongoing market dynamics and 
is informed by TIG insights into lumber capacity adjustments, housing market demands, and the evolving economic factors 
discussed throughout this paper.

Sawtimber in transport to mill. Source: Caddo Sustainable Timberlands
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Disclaimer

This document has been prepared by BTG Pactual Asset Management 
US, LLC and BTG Pactual Timberland Investment Group, LLC (collective- 
ly, “BTG Pactual”). This material does not constitute a Research Report 
according to Regulation AC, FINRA Rule 2241 and 2242 and should not 
be considered as such. Although the information herein is believed to be 
reliable and has been obtained from sources believed to be reliable, as 
of the date on which this material was issued and obtained from public 
sources, neither BTG Pactual nor any of its affiliates makes any represen- 
tation or warranty, expressed or implied, with respect to the fairness, cor- 
rectness, accuracy, reasonableness or completeness of the information 
and opinions. Prices in this material are believed to be reliable as of the 
date on which this material was issued and are derived from one or more 
of the following: (i) sources as expressly specified alongside the relevant 
data; (ii) the quoted price on the main regulated market for the security 
in question; (iii) other public sources believed to be reliable; or (iv) BTG 
Pactual’s proprietary data or data available to BTG Pactual. BTG Pactual 
has no obligation to update, modify or amend this material and communi- 
cation or to otherwise notify a recipient in the event that any matter stated 
herein, or any opinion, projection, forecast or estimate set forth herein, 
changes or subsequently becomes inaccurate. All and any information, 
opinions and amount indicated are subject to change, without prior warn- 
ing. Any estimates or projections as to events that may occur in the future 
(including projections of revenue, expense, net income and stock perfor- 
mance) are based upon the best judgment of BTG Pactual as of the date 
of this material. Certain information contained in this material constitutes 
forward-looking statements, which can be identified by the use of for- 
ward-looking terminology such as “may,” “will,” “should,” “expect,” “antici- 
pate,” “target,” “project,” “estimate,” “intend,” “continue,” or “believe,” or the 
negatives thereof or other variations thereon or comparable terminology. 
The analysis contained herein, as projections, scenarios, investments, etc. 
are based on numerous assumptions. Different assumptions could result 
in materially different results. Additional information relating to the financial 
instruments, models, projections and scenarios discussed in this material 
are available upon request. There is no guarantee that any of these esti- 
mates or projections will be achieved. Actual results may vary from the 
projections and such variations may be material. The figures contained in 
performance charts refer to the past; past performance is not a reliable 
indicator of future results. BTG Pactual does not undertake that investors 
will obtain profits, nor accept any liability for any investments losses. Past 
performance is not indicative of future results. Due to various risks and 
uncertainties, actual events or results or the actual performance of the 
investments described herein may differ materially from those reflected or 
contemplated in such forward-looking statements. This material reflects 
the economic conditions at the time it was created and there is no guar- 
antee that any future transaction will be under the same economic levels 
specified here. BTG Pactual expressly disclaims any and all liability relating 
or resulting from the use of this material. BTG Pactual makes no warranty or 
representation, whether express or implied, and assumes no legal liability 
for the accuracy, completeness or usefulness of any information contained 
herein. BTG Pactual does not accept any responsibility or liability whatso- 
ever caused by any action taken in reliance upon this material and/or its 
attachments. Neither BTG Pactual nor any of its affiliates, nor any of their 
respective directors, employees or agents, accepts any liability for any loss 
or damage arising out of the use of all or any part of this report. Any opinion

and/or projection in this material is related to the authors opinions; and do 
not represent the BTG Pactual institutional opinion. This material has been 
prepared solely for informational purposes and is not to be construed as 
a solicitation, offer, invitation or inducement to buy or sell any securities 
or related financial instruments. Any such offer or solicitation may only be 
made by means of delivery of an approved offering memorandum and 
only in those jurisdictions where permitted by law. The reader should not 
construe the contents of this material as legal, tax, accounting or invest- 
ment advice or a recommendation. Before making an investment decision, 
investors are advised to (i) obtain independent financial advice on their 
own particular circumstances; (ii) thoroughly and carefully review the of- 
fering memorandum with their financial, legal and tax advisers to determine 
whether an investment such as this is suitable for them. This material does 
not purport to be all-inclusive or to contain all of the information that an 
investor may require. This material should not be the only source of infor- 
mation in any investor’s decision-making process. In all cases, investors 
should conduct their own investigation and analysis of such information 
before taking or omitting to take any action in relation to securities or mar- 
kets that are analyzed in this report. The material should not be regarded by 
recipients as a substitute for the exercise of their own judgment. Investors 
are advised to carefully analyze all information and its risks vis-à-vis their 
personal objectives and its risk profile (“Suitability”). Nothing in this material 
constitutes a representation that any investment strategy or recommenda- 
tion contained herein is suitable or appropriate to a recipient’s individual 
circumstances or otherwise constitutes a personal recommendation. An 
investment in the products described is not suitable for all investors. The 
information contained herein does not take into account the particular 
investment objectives or financial circumstances of any specific person 
who may receive it. Investments involve risks and investors should exercise 
prudence in making their investment decisions. If a financial instrument is 
denominated in a currency other than an investor’s currency, a change in 
rates of exchange may adversely affect the value or price of or the income 
derived from any security or related instrument mentioned in this report, 
and the recipient of this report assumes any currency risk. Physical assets 
are subject to nature events, weather damage, fire or market changes. 
BTG Pactual, its subsidiaries and/or employees may hold long or short 
positions, trade on their own behalf, coordinate or manage transactions 
or offerings involving issuers discussed herein or make any other relevant 
investment. BTG Pactual and its affiliates have in place arrangements to 
manage conflicts of interest that may arise between them and their re- 
spective clients and among their different clients. Business areas within 
BTG Pactual and among its affiliates operate independently of each other 
and restrict access by the particular individual(s) responsible for handling 
client affairs to certain areas of information where this is necessary in order 
to manage conflicts of interest or material interests. BTG Pactual and its af- 
filiates are involved in a full range of financial and related services including 
banking, investment banking, private equity and the provision of investment 
services. As such, BTG Pactual or its affiliates may have a material interest 
or a conflict of interest in any services provided to clients by BTG Pactual 
or such affiliate.
This material is approved and issued by BTG Pactual; reproduction or tran- 
scription of this material by any means, in whole or in part is strictly prohib- 
ited, without BTG Pactual’s prior written authorization, and BTG Pactual ac- 
cepts no liability whatsoever for the actions of third parties in this respect.
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This report is not directed at you if BTG Pactual is prohibited or restricted 
by any legislation or regulation in any jurisdiction from making it available to 
you. If you are not the intended recipient of this document, you are hereby 
notified that disclosing, copying, distributing or taking any action in reliance 
on the contents of this document is strictly prohibited.

If you have any questions or wish to no longer receive these research re- 
port distributions, please email us at the address below: BTGPactual.Tim-
berlandResearchDistrib@btgpactual.com
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