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A Reprint from Tierra Grande

Land Markets

The state’s commercial timberland market lies in the lush 
forests of the Piney Woods in East Texas. Market activity 
revolves around a limited number of large timber produc-

ers who own the mills and hold extensive acreages. 
Not surprisingly, land values in this region depend on the 

health of the timber industry. Timberland prices are infl uenced 
by a combination of the value of the growing forest and the 
underlying land. 

Forest Products and Prices
In the recent past, robust demand for paper and other wood 

products kept East Texas timber prices healthy. However, the 
timber industry is now experiencing soft prices with little 
prospect for major price improvement in the foreseeable future. 
Prices for the three major categories of forest products vary.

Pulpwood is made into pulp, which in turn is made into 
paper or chips for products such as oriented strand board 
(OSB) or sheathing material for construction. OSB is similar to 
plywood and is commonly used in residential and commercial 
construction. 

Texas has been oversupplied in pulp for the past few years, 
in part because U.S. demand for pulp and paper is extremely 
sensitive to economic downturns. Locally, the market was 
negatively affected by the closing of the Sheldon, Texas, paper 
mill in 2002 and the drop in capacity at the Lufkin paper mill 
while it underwent a $350 million redesign. 

These factors kept pulpwood prices in the $2 to $3 per-
ton range in 2002. In 2003, a wet winter substantially slowed 
harvest rates, and the prospect of low prices kept some pulpwood 
off the market, causing prices to increase to $5 to $6 per ton. 
However, if this summer is dry as is expected, harvest activity 
will increase, and prices will come down as mills begin to stock 
up on pulpwood. 

Beginning in April 2003, the Lufkin paper mill was operating 
at full capacity. However, a three-to-six-week shutdown was 
announced in June. Industry sources are unsure what effect this 
will have on pulpwood prices. 



Sawlogs are logs large enough 
to be sawed into lumber and are 
typically used to make plywood. 
Generally, prices for this category 
of timber have changed little in 
the past two years, despite the 
housing boom. They remain in 
the mid-forties per ton. Future 
prices will likely average closer 
to the low forties. A return to the 
past high levels of $50 to $60 per 
ton is not likely.

Chip and saw or select sort 
timber is used for lumber and in 
some cases plywood material. 
Prices are in the $15 to $18 per-ton range. This class of timber 
often is in short supply because owners wish to allow trees to 
grow to sawlog size to yield the best price.

Outlook for Timberland Markets
Large timber-producing companies in the East Texas mar-

ket significantly affect prices of both timber and land. Driven 
by evaluations of the prospects for timber production and 
trends in land values, these companies are changing their his-
torical practice of buying and holding land. Although prices
for previously logged land are 
steady to rising, the value of the 
timber portion of these markets 
continues to lag owing to the 
precarious pricing situation for 
forest products.

The market for timberland 
continues to be soft. Typically, 
this malaise is driven by several 
factors: flat pine timber product 
prices that are declining in real 
terms with little probability of 
increases in the near to interme-
diate future, various types of wood 
construction substitutes and wood 
product imports. 

Although it has taken some time, most if not all large 
corporate or investment-based landowners have realized this. 
Their response has been to put more land on the market, hop-
ing to cash out quickly and redeploy this asset value. Louisi-
ana Pacific Corporation, for example, announced in May 2002 
that it would sell 935,000 acres in Texas, Idaho and Louisiana 
within 12 to 18 months.

The Texas timberland market also has been affected by Han-
cock Timber Resources Group’s spring 2003 announcement 
that it is placing some 656,000 acres in Oklahoma, Arkansas, 
Louisiana, Florida, Mississippi, South Carolina and North 
Carolina on the market. This comes in the wake of another 

corporate announcement that 1.5 million acres of southern 
U.S. forestland will be sold over the next five years.

The almost exclusive use of a bid process to sell large land 
inventories has added to the market’s softness. A typical bid 
process solicits potential buyers, supplies each with compre-
hensive property information including land, timber and other 
data, and sets a timeline for property review, bidding, an-
nouncement of the winner and closing. 

Although this method has been shown to be efficient in 
rising markets, it often produces inferior results when markets 

are flat or declining. Today’s 
successful investors understand 
market risks and realities and are 
bidding low based on an anemic 
timber market. 

Investors are also analyzing 
the benefits of breaking large 
tracts into smaller parcels to 
increase value — ten 100-acre 
tracts rather than one 1,000-acre 
tract, for example. Recent trends 
seem to confirm the end of the 
current era during which timber 
entities could acquire large tim-
berland tracts — often 100,000 
to one million acres — hold and 

manage them for long periods and then sell at a substantial 
profit. 

Although local markets for select forest properties continue 
to thrive, driven by developers and recreational buyers, the 
market for large tracts of timberland faces a clouded future. 
The combination of weak timber prices and an abundance of 
large tracts for sale could make 2003 another challenging year 
for timberland owners wishing to sell. 

Daniels (ddaniels@gge.net) is president of the Greater Houston Market Ser-
vices, LLC, and Gilliland (c-gilliland@tamu.edu) is a research economist with 
the Real Estate Center at Texas A&M University.

DEMAND FOR PULP 
and paper slows when the 

economy slumps. As a result, 
timber prices suffer, which 

in turn negatively affects 
the price of timberland.

Trends indicate that the 
era during which timber 

companies could buy and 
hold large tracts for long 

periods, then sell at a 
substantial profit, 

has ended.
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