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Trend Tracker
INVENTORY
•
Lumber

Building Materials

NOLVs: Demand remains relatively healthy, but
cautious buying resulting from trade tariffs
has kept purchasing in check. Rapid shifts in

NOLVs

Mixed

Decreasing

Sales Trends

Mixed

Mixed

Gross Margin

Mixed

Decreasing

Increasing

Increasing

pricing have negatively impacted gross margins
in many cases.
•

Sales Trends: Sales trends have been mixed,
as stable domestic demand has been offset by

Inventory

reduced exports. While higher material prices
have positively impacted dollar sales trends in
some cases, in other cases, customers have
shifted purchasing strategies in an effort to

Market Prices

reduce acquisition costs.
Three Months

Year

Softwood

Decreasing

Decreasing

Hardwood

Mixed

Mixed

•

Gross Margin: A portion of lumber distributors
have been able to pass through manufacturer
price increases to customers, positively
impacting gross margins. However, other
companies have been unsuccessful, particularly
in the steel and shingle roofing markets, leading
to gross margin erosion.

•

Inventory: Consistent with the prior monitor,
inventory levels have increased as companies
sought to hedge against anticipated price
increases for certain products during the middle
of the year. Concerns of further tariffs in early
2019 have led to similar anticipatory purchases,
while existing Chinese tariffs have resulted
in less export demand and, in some cases, a
buildup of inventory.

•

Pricing: Pricing has largely declined for most
softwood and hardwood products, with some
exceptions for hardwoods that are more
widely distributed. Prices for steel and roofing
materials have increased.
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Trend Tracker
M&E
Woodworking/Sawmills/
Furniture

•

Used Pricing: Pricing for late-model, high-production CNC
woodworking equipment is increasing due to the movement
of international operations to back within the U.S. Sawmill

Used Pricing

Increasing

Used Trade Movement

Increasing

OEM Pricing

Consistent

equipment pricing is beginning to increase due to increased
construction activity and the availability of private equity
investments into the building material sector.
•

Technology Advancement

Consistent

Auction Activity

Increasing

Used Trade Movement: Equipment movement in the secondary
marketplace has seen an increase as of late as evidenced by
more sawmill and woodworking auctions and private treaty
liquidation sales. Historically longer lead times on newer
European equipment have pushed many manufacturers to
purchased used equipment.

•

OEM Pricing: Demand from manufacturing and construction
industries has continued a steady rise in industry revenue
within the woodworking and lumber production sectors. Import
machinery, especially from Taiwan, has put pressure on domestic
manufacturers to keep OEM pricing in check.

•

Technology Advancement: With the availability of private equity
funds, many companies continue to spend investment dollars on
upgraded CNC controls and upgraded software, consistent with
the prior monitor.
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Overview
At the midway point of 2018, the construction materials market was in
the midst of a bullish pricing trajectory, catalyzed by the U.S.'s ongoing
trade offensive. However, pricing began to normalize in June and
continued through the summer and fall months. While the market for
these products is no longer at a historical peak, pricing remains relatively
high on a historical basis.
Residential construction has remained a bright spot

In October alone, the seasonally-adjusted annual rate of

throughout the year, with solid, though unspectacular, growth

non-residential construction jumped a whopping 53%

on a consistent basis. According to Dodge Data & Analytics

month-over-month on the heels of several major projects.

(Dodge), the annual rate of residential building climbed 2%

Despite the large monthly jump, year-over-year non-residential

from September 2018 to $321.7 billion in October, buoyed by

construction spending was down 2% through October 2018.

a 15% increase in multifamily housing. However, single-family

Similarly, non-building construction increased 14% month-

construction affordability remains low, creating a difficult

over-month but declined 4% year-over-year through October.

market environment for sustained growth. Single-family
construction declined 4% from September to October.

Despite monthly fluctuations, the overall construction industry

Despite the monthly decline, unadjusted year-to-date

remains stable and relatively healthy heading into 2019. Total

residential construction starts through October 2018 were 6%

year-to-date construction was up 1% for the year through

above last year.

October 2018, including the aforementioned 6% increase in
the residential sector. As a result of sustained demand, prices

Non-residential and non-building construction displayed a

paid for building materials remain near historical highs, with

higher degree of variability in 2018, as the timing of large-

the Bureau of Labor Statistics citing a 5.2% increase in the

scale projects shifted the scales from one month to the next.

cost of residential construction inputs thus far in 2018.

KEY FACTORS
Despite monthly fluctuations, overall construction spending remains stable year-over-year.
While building materials pricing remains near historical highs, prices for lumber have
normalized since reaching historical peaks in June 2018.

5 | MONITORBUILDING MATERIALS DECEMBER 2018

Softwood Lumber
Softwood lumber, including genuses such as Spruce, Pine, Fir,

and idling job sites at various periods. But lower demand was

and Cedar, is typically used for structural building purposes,

not limited to south of the Mason-Dixon line. On a national

as well as millwork. At the time of the prior Building Materials

level, the declining affordability of the housing market - higher

Monitor, prices for softwood lumber were in the midst of a

building material costs, higher mortgage rates, and higher

bull run that saw prices nearing record highs. According to

home prices - rendered the entire proposition less enticing

Random Lengths, pricing hit a 20-year high in June 2018,

to buyers and builders alike. At the same time, lumber

reaching nearly $600 per thousand board feet (MBF).

production continued to increase and rising trade tensions

However, over the past five months, the lumber market has

curtailed export demand. The implementation of tariffs on

receded back to where it stood nearly a year and a half ago.

U.S. product sold into China led some exporters to funnel
product back into the U.S. market in recent months after a

Transportation issues in the form of driver shortages forced

strong first half of 2018, resulting in price declines, especially

many distributors and retailers to carry higher-than-normal

for Southern Yellow Pine, which is prominent in China.

inventories through the summer. When excess levels of
inventory combined with what were, at the time, the highest

While the market has forged a bearish course over the

prices experienced since 1997, something had to give. To

past several months, it should not be construed as a bleak

further muddy the marketplace, hurricanes in the South and

situation. Demand, though certainly not booming, remains

heavy rainfall in Texas made for difficult building conditions

relatively healthy, and lumber prices remain ahead of historical
averages heading into 2019.

1

Softwood Lumber - Price per MBF
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Softwood Panels
Softwood panel pricing traditionally follows a similar trajectory

Several OSB and plywood producers and distributors such

to that of framing lumber. As can be seen in the graph below,

as Weyerhaeuser Company cited extremely strong results

the course of softwood paneling has nearly mirrored that of its

and improved profits in the second quarter but soon found

lumber counterpart.

themselves sitting on high levels of inventory. Transportation
issues that plagued the industry for much of the first half of

Similar factors have driven pricing downward as well. Poor

2018 subsequently subsided, but not before many companies

building conditions, transportation issues, and low housing

loaded up inventories in the face of increasing lead times.

affordability made the high price environment experienced
in mid-2018 largely unsustainable. During peak demand in

In more recent months, both purchases and production

late spring and early summer, more seasonable weather took

have right-sized to some degree. Heading into the winter,

hold, and producers built inventory levels to capitalize on high

inventories have run leaner, and many producers are

panel pricing industrywide. However, as buyers became more

becoming less willing to bend on their quotes. While demand

cautious, production began to outpace consumption.

is not expected to pick up to any significant degree in the lessthan-desirable building conditions of early winter, more solid
market fundamentals are likely to stem the precipitous pricing

2

Softwood Panels - Price per MBF
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decline of the past several months.

Hardwood Lumber
Consistent with historical trends, hardwood lumber pricing

to 25% for January 2019 continued to linger into December.

typically exhibits a far lower level of volatility as compared

As a result of the tariffs and a softening Chinese economy, the

to softwood lumber. However, the market segment is not

level of hardwood exports fell, and producers were forced to

immune to fluctuations, as can be seen in the graph below.

seek alternative channels for sell-through.

In particular, uneasiness on the export market resulted in

Domestically, demand remains healthy heading into the

a downward pricing trajectory for hardwoods over the past

new year. The National Association of Home Builders'

several months. These reductions are primarily impacting

Remodeling Market Index stood at 58 in the third quarter

prices for Red Oak, White Oak, and Ash, which represent

of 2018, signaling ongoing confidence in the market, which

dominant species on the export market. Conversely,

has traditionally been a significant consumer of hardwood

hardwoods such as Poplar, which is more widely

products. The Remodeling Futures Program at the Joint

distributed, have demonstrated lower price volatility, as can

Center for Housing Studies of Harvard University recently

be seen in the graph below.

released its Leading Indicator of Remodeling Activity report,
which projects that residential remodeling expenditures will

Tariffs on imports and exports to and from China of 10%
have been enacted, and the threat of additional tariffs up

3

Kiln-Dried Hardwood - Price per MBF
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reach a 10-year high of 7.7% in 2018.

Lumber and Woodworking Equipment
The woodworking and lumber production machinery
industries have been relatively stable and have seen small
growth in the last few years. The lumber and woodworking
market continues to see fewer closures, consolidations,
and restructurings within producers and wholesalers. The
most recent IBISWorld report states that the woodworking
machinery industry continues to be in a position for 0.8%
growth during the next five years. Additionally, the overall
number of sawmill and wood production enterprises has
declined at an annualized rate of 1.5% over the last five years,
although employment has increased at an annualized rate of
2.7% and revenue has improved at a rate of 5.3% during the
same period. Most of the closures have been single-location
operations, which cannot compete with the economies of
scale of larger players and comprise the majority of industry
participants. Through the second half of 2018, GA has been
monitoring a larger number of liquidations in the sawmill and
furniture manufacturing spaces. While this was not completely
surprising, it does lead to some concern for the secondary
market in 2019.
Even though 2018 has produced more auctions of
used equipment, the current market for used mill and
woodworking equipment is more stable than in previous
years. Manufacturers are reporting increasing lead times
for select sawmill equipment and woodworking equipment,
especially European equipment. As larger and more regional
sawmill production facilities become more specialized due
to profitability concerns, the secondary market is seeing
more general equipment as producers shed assets deemed
unnecessary to ongoing operations.
The woodworking and furniture manufacturing industries
have enjoyed modest growth in recent years primarily due to
the improved housing market and an increase in disposable
income. During this time, the furniture industry has seen an
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increasing demand for customized furniture. Woodworking
and furniture manufacturers are investing in automated
smart woodworking machinery to respond to quick-changing
customer demands with shorter product changeovers while
maintaining efficiencies. These equipment changes are also
needed to remain competitive with foreign import products.
According to a recent IBISWorld report on Household
Furniture Manufacturing in the U.S., the recent growth trend
is expected to turn and revenues are forecasted to decline
by an annualized rate of 1.3% over the next five years. This
trend is due mainly to an increase of imported products,
which will reach an estimated 55.1% of the domestic market
in the next five years. These factors relate directly to the
prices of used machinery in the secondary market, although
with a noticeable lag. Recent tax cut incentives have allowed
woodworking facilities to invest greatly in automation and more
efficient machinery to bolster profits.

Building Materials Reference Sheet
SOFTWOOD LUMBER AND PANEL PRICING ($ PER MBF)
QuarterYear-OverYear Change Over-Quarter
Change
Average Softwood Framing Lumber ($335 to $590/mbf)

(23.1%)

(31.2%)

OSB ($270 to $505/mbf)

(27.4%)

(35.2%)

(8.1%)

(16.2%)

Pine Plywood ($530 to $680/mbf)
HARDWOOD LUMBER PRICING - GREEN - FAS GRADE ($ PER MBF)

QuarterYear-Over- Over-Quarter
Year Change
Change
Red Oak ($937 to $1,170/mbf)

(13.1%)

(15.8%)

White Oak ($1,600 to $1,775/mbf)

4.8%

(4.7%)

Ash ($1,075 to $1,285/mbf)

6.0%

(9.9%)

Poplar ($815 to $835/mbf)

2.5%

0.5%

Hard Maple ($1,400 to $1,515/mbf)

(1.9%)

(6.2%)

HARDWOOD LUMBER PRICING - KILN-DRIED - FAS GRADE ($ PER MBF)
QuarterYear-Over- Over-Quarter
Year Change
Change
Red Oak ($1,425 to $1,640/mbf)

(10.4%)

(10.7%)

White Oak ($2,130 to $2,325/mbf)

3.5%

(4.7%)

Ash ($1,540 to $1,780/mbf)

0.6%

(11.7%)

Poplar ($1,150 to $1,175/mbf)

2.2%

0.6%

Hard Maple ($1,865 to $1,925/mbf)

(0.5%)

(3.1%)
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Experience
LIQUIDATIONS

•

GA has been involved in the liquidation of three National
Home Centers building products locations, the liquidation

and doors.
•

of inventory and fixed assets across eight North Pacific
Building Materials distribution centers, and the auctions of

Regional sawmills, log processors, and producers of
green and kiln-dried lumber.

•

various woodworking companies, including Woodworking
IVA, The Truss Company, Lux Cabinetry, LLC, and Graeber’s

One of the world’s leading manufacturers of windows

Manufacturers and distributors of fasteners and bolts
used in light and heavy construction.

•

Lumber & Millwork.

Suppliers of iron and wood building components utilized
in stair construction.

•

Specialty producers of custom interior wood doors for

APPRAISALS

the education, commercial, health care, institutional,

In addition, GA has worked with and appraised numerous

and hospitality industries.

manufacturers and distributors within the building materials,

•

lumber, and woodworking industries. While our clients
remain confidential, they range in scale from smaller, more

A leading distributor of roofing materials, with 60
distribution facilities nationwide.

•

A manufacturer and distributor of exterior residential

specialized regional businesses to major global and national

building products, primarily servicing professional

industry leaders, and include the following sampling of

contractors.

companies:

•

Distributors of exotic imported hardwoods utilized in
high-end building projects.

•

•

•

•

•
•

•

The nation’s largest supplier of building materials

•

Independent building material and plumbing product

for home building, as well as professional and

retailers and wholesalers, each serving distinct regional

contract builders.

customer bases.

One of the largest roofing products distributors in the

•

A diversified holding company operating in the building

United States, with locations throughout the country

materials supply industry, with a focus on more

and sales exceeding $2 billion annually.

specialized supply services.

Global leaders in home fixtures and plumbing products,

•

A manufacturer and distributor of metal roofing and

including faucets, sinks, toilets, and bath tubs, with

accessories for residential, light commercial, and

presence in over 40 countries.

agricultural applications.

Leading manufacturers of HVAC systems, serving

•

Various companies’ woodworking machinery and

residential, light commercial, and commercial

equipment, including producers of dimensional lumber,

applications, with annual sales exceeding $1 billion.

hardwood lumber, plywood, and fiberboard.

The largest publicly-traded roofing distributor in
the U.S.

In addition to our vast liquidation and appraisal experience,

One of the nation’s largest producers of OSB, siding,

GA maintains contacts within the building materials and

and engineered

lumber and woodworking equipment industries that we

wood products.

utilize for insight and perspective on recovery values. GA

The largest independent distributor of wallboard,

is a subsidiary of B. Riley Financial, Inc., whose affiliate B.

acoustical, and other specialty building materials in the

Riley & Co. (“B. Riley”) is nationally recognized for its highly

United States.

ranked proprietary equity research.
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Appraisal & Valuation Team
BUSINESS DEVELOPMENT
Ryan Mulcunry
Executive Vice President
Northeast Region, Canada & Europe
(857) 231-1711
rmulcunry@greatamerican.com

Daniel J. Williams
Managing Director,
New York Region
(908) 251-3580
dwilliams@greatamerican.com

David Seiden
Executive Vice President,
Southeast Region
(404) 808-8153
dseiden@greatamerican.com

Drew Jakubek
Managing Director
Southwest Region
(214) 455-7081
djakubek@greatamerican.com

Bill Soncini
Managing Director
(773) 495-4534
bsoncini@greatamerican.com

Jennie Kim
Senior Vice President,
Western Region
(818) 974-0602
jkim@greatamerican.com

OPERATIONS
Scott Carpenter
President, GA Retail Solutions
(818) 884-3737
scarpenter@greatamerican.com

Adam Alexander
President, GA Global Partners
(818) 884-3737
aalexander@greatamerican.com

Michael Petruski
Executive VP, General Manager
(561) 771-6886
mpetruski@greatamerican.com

Bill O'Brien
Managing Director
(781) 429-4073
bobrien@greatamerican.com

Chad P. Yutka, ASA
Managing Director, CAVS Group
(312) 909-6078
cyutka@greatamerican.com

Monitor Information
The Building Materials Monitor relates information covering

The information contained herein is based on a composite

most building projects, including industry trends, market

of GA’s industry expertise, contact with industry personnel,

pricing, and their relation to our valuation process. GA

liquidation and appraisal experience, and data compiled

internally tracks recovery ranges for specialty and exotic

from a variety of well-respected industry publications and

hardwoods and softwoods, building product retailers and

sources believed to be reliable. GA does not make any

wholesale distributors, and specialty building products, but we

representation or warranty, expressed or implied, as to the

are mindful to adhere to your request for a simple reference

accuracy or completeness of the information contained in

document. Should you need any further information or wish

this issue. Neither GA nor any of its representatives shall be

to discuss recovery ranges for a particular segment, please

liable for use of any of the information in this issue or any

feel free to contact your GA Business Development Officer.

errors therein or omissions therefrom.
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About Great American Group
Great American Group is a leading provider of asset

services and consulting firm; B. Riley Wealth Management,

disposition solutions and valuation and appraisal services to

B. Riley Asset Management and B. Riley Alternatives, which

a wide range of retail, wholesale, and industrial clients, as

offer investment management to institutional and high net

well as lenders, capital providers, private equity investors,

worth investors; Great American Capital Partners, which

and professional services firms. In addition to the Building

originates and underwrites senior secured loans for asset-

Materials Monitor, GA also provides clients with industry

rich companies; and B. Riley Principal Investments, which

expertise in the form of monitors for the chemicals and

invests in or acquires companies and assets with attractive

plastics, metals, food, and paper and packaging sectors,

return profiles.

among many others. For more information, please visit
www.greatamerican.com.

B. Riley Financial, Inc. is headquartered in Los Angeles
with offices in major financial markets throughout the

Great American Group, LLC is a wholly-owned subsidiary of

United States and Europe. For more information on B.

B. Riley Financial, Inc. (NASDAQ: RILY). B. Riley Financial

Riley Financial, Inc., please visit www.brileyfin.com.

provides collaborative financial services and solutions

For B. Riley’s research access, please contact a B. Riley

tailored to fit the capital raising and financial advisory

representative at 310-966-1444.

needs of public and private companies and high net worth
individuals. The company operates through several whollyowned subsidiaries, including Great American Group; B.
Riley FBR, a full-service investment bank and institutional
brokerage; GlassRatner, a specialty financial advisory
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