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Brookfield Asset Management Inc. 
(“Brookfield”) is a global asset manager 
focused on property, renewable power and 
infrastructure assets with over $100 billion 
of assets under management.  
Brookfield Timberlands Management LP, a 
wholly owned subsidiary of Brookfield has 
2.5 million acres or approximately $3.5 
billion of timberlands under management in 
North and South America.

Fourth Quarter 2010 Research Report

The recent release of NCREIF’s fourth quarter 2010 Timberland 
Index findings offers an opportunity to review the factors that 
influenced cash and capital appreciation returns of the index and 
offer our views on the North American timberlands marketplace. 
In addition to this review, we provide a brief recap of Brookfield’s 
activities during 2010.

Reid Carter
Managing Partner
Brookfield Timberlands Management

DISCLAIMER

THIS REPORT DOES NOT CONSTITUTE AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY SECURITIES. THIS REPORT DOES NOT CONSTITUTE 
AN INVESTMENT RECOMMENDATION IN RESPECT OF SECURITIES OF BROOKFIELD ASSET MANAGEMENT INC., IT AFFILIATES OR RELATED PARTIES, OR 
OTHERWISE. THIS REPORT IS FOR GENERAL INTEREST PURPOSES ONLY. IN CONSIDERING ANY PERFORMANCE DATA CONTAINED HEREIN, YOU SHOULD BEAR 
IN MIND THAT PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. NOTHING CONTAINED HEREIN SHOULD BE DEEMED TO BE A PREDICTION OR 
PROJECTION OF FUTURE PERFORMANCE. EXCEPT WHERE OTHERWISE INDICATED HEREIN, THE INFORMATION PROVIDED HEREIN IS BASED ON MATTERS 
AS THEY EXIST AS OF THE DATE OF PREPARATION AND NOT AS OF ANY FUTURE DATE, AND WILL NOT BE UPDATED OR OTHERWISE REVISED TO REFLECT 
INFORMATION THAT SUBSEQUENTLY BECOMES AVAILABLE OR CIRCUMSTANCES EXISTING OR CHANGES OCCURRING AFTER THE DATE HEREOF.

CERTAIN INFORMATION CONTAINED IN THIS PRESENTATION CONSTITUTES “FORWARD-LOOKING STATEMENTS,” WHICH CAN BE IDENTIFIED BY THE USE OF FORWARD-LOOKING TERMINOLOGY SUCH AS “MAY,” “WILL,” “SHOULD,” “EXPECT,” 
“ESTIMATE,” OR “BELIEVE,” OR THE NEGATIVES THEREOF OR OTHER VARIATIONS THEREON OR COMPARABLE TERMINOLOGY. DUE TO VARIOUS RISKS AND UNCERTAINTIES, ACTUAL EVENTS OR RESULTS OR THE ACTUAL PERFORMANCE MAY 
DIFFER MATERIALLY FROM THOSE REFLECTED OR CONTEMPLATED IN SUCH FORWARD-LOOKING STATEMENTS. 

THIS PRESENTATION CONTAINS INFORMATION DERIVED FROM VARIOUS THIRD PARTIES (“THIRD PARTY INFORMATION”). WE DO NOT WARRANT OR REPRESENT THAT THE THIRD PARTY INFORMATION IS FREE FROM ERRORS OR OMISSIONS AND WE 
TAKE NO RESPONSIBILITY FOR THE ACCURACY, CURRENCY, RELIABILITY OR CORRECTNESS OF THE THIRD PARTY INFORMATION. NEITHER WE NOR ANY OF OUR AFFILIATES AND OUR AND THEIR RESPECTIVE EMPLOYEES AND DIRECTORS SHALL 
HAVE ANY LIABILITY TO THE USERS FOR ANY LOSS, DAMAGE, COST OR EXPENSE INCURRED OR ARISING BY REASON OF ANY PERSON USING OR RELYING ON THE THIRD PARTY INFORMATION AND WHETHER CAUSED BY REASON OF ANY ERROR, 
NEGLIGENT ACT, OMISSION OR MISREPRESENTATION IN THE THIRD PARTY INFORMATION. FURTHER, CHANGES IN CIRCUMSTANCES AFTER THE TIME OF PUBLICATION MAY IMPACT ON THE ACCURACY OF THE THIRD PARTY INFORMATION. THE 
THIRD PARTY INFORMATION MAY CHANGE WITHOUT NOTICE AND WE ARE NOT, AND WILL NOT BE, IN ANY WAY RESPONSIBLE FOR UPDATING SUCH INFORMATION.
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Interpreting NCREIF Timberland Index Results 

As noted in our fourth quarter 2009 report, 
the National Council of Real Estate Investment 
Fiduciaries (“NCREIF”) Timberland Index is a U.S. 
centric, valuation based index and the best available 
measure of timberland investment performance. 

As of the fourth quarter 2010, there were 384 
properties or 13.9 million acres with a market 
value of $23.7 billion in the index. The total market 
value remained flat year-over-year.  The number of 
properties included in the index increased by 19.  
The U.S. South (“South”) and U.S. Pacific Northwest 
(“PNW”) regions represented 69% and 25% of the 
value, respectively, and 77% and 15% of the area. 
The U.S. Northeast (“Northeast”) and Lake States 
accounted for the remainder.

Total return of the index for 2010 was -0.15%, with 
a 2.52% EBITDDA contribution offset by a -2.61% 
appreciation component.  The South and Northeast 
sub-indices were off -1.22% and -1.92%, respectively, 
while the PNW was up 2.83%, attributable to an 
EBITDDA return of 3.04%.

Figure 1: NCREIF Timberland Index Fourth Quarter 2010

Source: NCREIF Timberland Index.

Figure 2: U.S. PNW Historical Timber Pricing

Source: Log Lines (RISI) and Brookfield internal research.

Figure 3: U.S. South Historical Timber Pricing

Source: Timber Mart-South and Brookfield internal research.

In the PNW region (Washington and Oregon), total 
timber harvest volumes in 2009 were off 34% as 
compared to the 2004-2008 average, with timber 
harvest rebounding in 2010 to a level 16% above 
2009, but still 23% below the 2004–2008 average.2 
Meanwhile, indicative prices for Douglas-fir and 
whitewood in 2010 were 2% and 15% higher than 
the 5-year average and 6% lower and 16% higher 
than the 10-year average, respectively.3

In the South, total timber harvest volumes in 2010 
were off 23% as compared to the 2004–2008 average 
and were up 3.7% from 2009.4 Weak U.S. housing 
starts and the lack of the off-shore export market 
alternative benefiting the PNW continues to explain 
low pine sawlog stumpage prices which were 21% 
and 26% lower than the 5- and 10-year averages, 
respectively.  Pine pulpwood prices were 4% and 
15% higher than the 5- and 10-year averages; 
benefiting from a strong global pulp market.5

2 FEA, Washington Department of Natural Resources and Oregon Department of Forestry.
3 Log Lines (RISI).
4 Forest Economic Advisors.
5 Timber Mart-South.

EBITDDA returns remained below average due to 
soft market conditions.  Log prices, were below 5- 
and 10-year averages in most regions during 2010.  
In response, timberland owners continued to defer 
harvesting until markets improve (see third quarter 
2010 report).
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The modest decline in the capital appreciation 
component of returns was largely driven by more 
conservative valuation assumptions, including the use 
of higher discount rates.  Like 2009, there were very 
few timberland transactions in 2010 and effectively 
no significant distressed sales.  Approximately $1.5 
billion6 of timberlands were transacted if we include 
deals in Australia and Brazil. 

Figure 4: Timberland Transactions by Area and Average Selling Price

Source: RISI, NCREIF Timberlands Index and Brookfield internal research.

Figure 5: U.S. Timberland Real Discount Rate Survey Results

Source: Sewall, Sizemore & Sizemore, Mason, Bruce & Girard, Inc and Brookfield internal 
research

This lack of transaction activity continues to cause 
uncertainty around the actual value of timberlands.  
2010 survey results indicate that U.S. timberland real 
discount rates have risen from their late 2008 lows of 
4.5-5.0% to 6.0-7.5%.  This increase appears to be 
based as much on sentiment as on rates extracted 
from actual transactions; however, few deals would 
suggest that there continues to be a “bid-ask” 
spread signaling differing expectations for buyers 
and sellers.

these two regions converged.  The PNW’s economic 
access to Asian export markets relative to the South 
is viewed to be a key driver of this trend.

Having said this, we expect and already see 
increased activity in 2011 as a result of closed-
end funds nearing the end of term and renewed 
investor interest in the asset class.  By Brookfield’s 
calculations, approximately $3 billion of capital has 
been committed to timberland investments since 
2010; of which less than a third has been deployed.

There was considerable controversy in 2010 in regard 
to the accuracy and validity of timberland returns 
as indicated by the NCREIF Timberland Index, with 
several vocal parties suggesting year-over-year 
returns over each of the past two years should have 
been much lower. The NCREIF Timberland Index 
utilizes both transactional evidence and real estate 
appraisal methodology in valuing the 384 properties, 
or 13.9 million acres, in the U.S. comprising the 
index.  The dearth of transactions as evidenced in 
Figure 4, has resulted in an increasing proportion of 
the index being based on appraisals while offering 
appraisers less market evidence on which to base 
their appraisals.  We would conclude that the 
NCREIF Timberland Index can be expected to have 
a greater than average error term in this environment 
and that the true value of timberlands will only be 
substantiated over longer timeframes, consistent 
with the investment strategy of most timberlands 
investors.

6 RISI and Brookfield internal research.

Figure 6: Annual Returns for Private U.S. Timberlands

Source: NCREIF Timberland Index.

Interestingly, recent reports suggest that current 
discount rates used for PNW transactions are 
believed to be at the low end of the range as 
compared to the late 1990s, when discount rates for 
PNW transactions were 50-100bps higher than rates 
used in the South. In 2007-2008 discount rates for 
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Brookfield Timberlands: Recent Activity

Brookfield Timberlands continues to focus on invest-
ments in regions with well-established wood-con-
suming economies, well-capitalized domestic con-
verting customers and/or good economic access to 
export markets, low currency risk and a strongly em-
bedded concept of private property rights, generally 
supported by effective legal and land title systems. 
These considerations narrow the investment uni-
verse and result in Brookfield Timberlands targeting 
investments located primarily in the U.S., Brazil and 
Australia as well as opportunities in Canada, Chile, 
Uruguay and New Zealand.

Brookfield Timberlands participated in several 
transactions in these target areas over the past two 
years, and since 2009 has been most active in Bra-
zil, acquiring 245,000 acres of pine and eucalyptus 
timberlands. Notably, the Brazil acquisitions have all 
been executed outside of the auction process, and 
have included a considerable area of existing plan-
tations in regions where most opportunities are re-
stricted to greenfield development. Our timberlands 
are well positioned to take advantage of the signifi-
cant growth in diversified wood converting capacity, 
such as our eucalyptus plantations aimed at charcoal 
production for the pig-iron industry, and significant 
targeted reduction in native timber harvest. We have 
a very positive outlook for our Brazilian timberlands 
and believe they will also benefit from the growth in 
infrastructure investments in Brazil’s emerging eco-
nomic regions as well as the overall economic activ-
ity associated with Brazil’s hosting of the 2014 FIFA 
World Cup and 2016 Summer Olympics.

On the operating side, Brookfield Timberlands takes 
an active approach to management, retaining con-
trol over all aspects of decision making.  The se-
nior management team has an average of 22 years 
of experience in all aspects of timberland investing 
and adopts business strategies designed to maxi-
mize long-term profitability. The development of 
these strategies commences with a comprehensive 
understanding of the products that each timberland 
business is capable of producing and the dynamics 
of the markets for, and margin opportunity associ-
ated with, each of these products. Value optimiza-
tion and sustainability of long-term harvest targets 
is then achieved through the harvest process.  

Brookfield’s timberland platform consists of over 
2.5 million acres of high-quality, freehold timber-
lands located in the coastal region of British Co-
lumbia (“B.C.”), Canada, eastern Canada, the PNW, 
the Northeast and Brazil.  One of the key attributes 
of our timberlands platform is its operating flexibil-
ity, which allows us to optimize our harvest mix and 
harvest levels as well as the markets we sell into in 
order to maximize value.  

In response to the weak market environment of the 
past three years, we decreased harvest volumes 
cutting only 61% of our pre-downturn planned har-
vest level at our B.C. and PNW operations in 2009.  
In 2010, the market improved considerably, but we 
still only cut 77% of our pre-downturn planned har-
vest level choosing to preserve value while waiting 
for markets to improve further and focusing on prod-
ucts that could fetch prices above trend levels.  

In the PNW, local consumers were forced to com-
pete with off-shore buyers for logs.  Strong off-shore 
demand throughout 2010 supported price improve-
ments in the U.S. domestic market with average an-
nual indicative prices for Douglas-fir and whitewood 
up 30-33% and 38%, respectively.  Export prices 
also improved dramatically, increasing year over 
year 7%, 15% and 13% in Japan, Korea and China, 
respectively.  In response to this stronger price envi-
ronment, we increased harvest volumes, particularly 
whitewood volume, by 26% over 2009 levels.  

In the Northeast, our Acadian Timber operation ben-
efited from a combination of increasing demand for 
most of our products and higher hardwood pulp log 
prices.  Acadian reported its highest level of EBITDA 
since 2007 and recently increased its dividend by 
over 300%. Strong softwood lumber prices in the 
first half of 2010 and reduced regional supply related 
to the Maine government’s efforts to limit Canadian 
laborer’s access to work in the state, contributed to 
Acadian’s 2010 success. 
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In Brazil,  timber demand and pricing for pine wood 
market segments through 2010 continued to benefit 
from rising home ownership rates and strong civil 
construction spending ahead of Brazil’s hosting of 
the FIFA World Cup and the Olympics in 2014 and 
2016, respectively. Brazilian eucalyptus log demand 
during 2010 was supported by a recovery in pig-iron 
operating rates and continued healthy operating 
rates in the pulp sector. An increase in government 
efforts to eliminate production of charcoal from na-
tive forests,  in combination with announced pulp 
and diversified wood products capacity expansions, 
is expected to support strong eucalyptus log de-
mand and pricing over the medium-term. 

We believe that the next 18-24 months will present 
excellent opportunities to buy premium freehold 
timberlands on a value basis for those with capital 
and patience.  We continue to believe that the posi-
tive investment attributes of timberlands hold true 
and that together with the favorable supply demand 
outlook, well-placed timberland investments can be 
supported.  We are particularly keen on timberlands 
in the PNW, Brazil and Australia given the market 
dynamics in these regions.  

Our focus this year will be to continue to actively 
manage our operations to capitalize on the strong 
markets today and seek attractive investment op-
portunities.
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Figure 10: Quarterly Average Prices for U.S. South Sawlogs, Pulpwood, Lumber, and OSB

Source: Timber Mart-South and Forestweb.

Figure 7: Publicly Traded Timberland Company Trading Performance

Source: Bloomberg and Brookfield internal research.

Figure 9: Quarterly U.S. Timberland Values ($ per Acre)

Source: NCREIF Timberland Index.

Figure 8: Annual Returns for Private U.S. Timberlands

Source: NCREIF Timberlands Index.

Figure 11: Quarterly Average Prices for PNW Sawlogs and Lumber

Source: LogLines and Forestweb.

Figure 12: Global Sawlog Prices

Source: B.C. Ministry of Forest and Range, NZ Ministry of Agriculture.

Key Timberland Metrics
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Forestweb, Inc., an information and technology company that manages and delivers real-time market 
intelligence to clients in the worldwide forest products industry, is the official distributor for the Brookfield 
Timberlands Management Quarterly Global Timberlands Research Report.

To download the report, at no charge, and to sign up to receive future reports upon release, please go to 
www.industryintel.com/Corporate/view/brookfield.cfm

Find out more about Forestweb and how we meet the information management needs of our clients in the 
TIMO, REIT, and timberland management sectors at www.industryintel.com

Forestweb, Inc.
1801 Avenue of the Stars, Suite 520
Los Angeles, CA 90067
310-553-0008 · info@industryintel.com

industry intelligence inc.®
sister company®

Vancouver, Canada
Suite 458, Bentall 5
550 Burrard Street, Box 51
Vancouver, BC  V6C 2B5
T. 604-669-3141
F. 604-687-3419

Toronto, Canada
Brookfield Place, Suite 300
181 Bay Street
Toronto, ON M5J 2T3
T. 416-363-9491
F. 416-365-9642

New York, USA
Three World Financial Center
11th Floor
New York, NY 10281-1021
T. 212-417-7000
F. 212-417-7196

London, United Kingdom
23 Hanover Square
London, W1S1JB
United Kingdom
T. 44 (0) 20 7659-3500
F. 44 (0) 20 7659-3501

Rio de Janeiro – Brazil
Rua Lauro Müller 116, 21º andar
22290-160 RJ
Botafogo - Rio de Janeiro
T. 55 (21) 3527-7800
F. 55 (21) 3527-7799

Sydney, Australia
Level 22
135 King Street
Sydney, NSW 2001
T. 61-2-9322-2000
F. 61-2-9322-2001

Hong Kong
13/F., 1306, Lippo Centre, Tower One
89 Queensway, Hong Kong
T. 852-2143-3003
F. 852-2537-6948

Dubai – UAE
Level 12, Al Attar Business Tower
Sheikh Zayed Road
Dubai, UAE
T. 971-4-3158-500
F. 971-4-3158-600

Contact


