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Deals are a moving target. A constantly shifting mix of people, numbers,
and timing. We’re here to simplify this process for you. Our experts are
dedicated to tracking down and flushing out the values you need, even on
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Great American, you’re always—right on the money.
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Trend Tracker
INVENTORY
•
Lumber

Building Materials

NOLVs: Demand remains elevated and supplies
remain somewhat limited, particularly within
lumber and logs. Further, tariffs have kept

NOLVs

Increasing

Mixed

Sales Trends

Increasing

Increasing

Gross Margin

Mixed

Mixed

Increasing

Increasing

market prices high for softwood lumber. For
other building materials, such as shingles,
increases in vendor prices have eroded margins
slightly, despite increased vendor rebates, due
to lags in passing these price increases on to

Inventory

customers. Increased weeks of supply due to
long lead times from vendors has negatively
impacted recovery values for solar panels.

Market Prices

•
Three Months

to improved construction activity, both for new

Year

Softwood

Increasing

Increasing

Hardwood

Increasing

Mixed

Sales Trends: Sales trends remain positive due
starts and for repair work in the wake of an
active hurricane season.

•

Gross Margin: Gross margins in general have
been mixed, as certain companies have been
unable to immediately pass increased market
pricing and/or vendor pricing through
to customers.

•

Inventory: Inventory levels have increased as
companies look to hedge against anticipated
price increases for certain products. In addition,
vendors typically implement price increases
for shingles and drywall in the beginning of the
year, leading to a similar buildup of inventory in
anticipation of higher pricing.

•

Pricing: Pricing has been increasing due to
increasing demand and decreasing supplies,
particularly within Canada. Further, the
enactment of countervailing duties on foreign
imports has supported elevated market prices.
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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 reshoring of
overseas manufacturing. Saw mill equipment pricing is stable

Used Pricing

Increasing

Used Trade Movement

Consistent

OEM Pricing

Increasing

but poised to increase due to more construction activity and
greater availability of private equity investments into the building
materials sector.
•

Technology Advancement

Consistent

Auction Activity

Decreasing

Used Trade Movement: As of late, trade movement has stabilized
as demand and prices have shifted. In addition, cheaper and
more quality import machinery from Taiwan and China continues
to hit the domestic market.

•

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: Technology has begun to advance.
With the availability of private equity funds, many companies
continue to spend investment dollars on upgraded CNC controls
and upgraded software, such as more affordable 3D prototyping
technologies, to maximize efficiency returns.
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Overview
Since the prior release of GA's Building Materials Monitor, the market
has continued on a similar trajectory. A combination of healthy building
activity and the implementation of import tariffs on softwood lumber
exported by Canada have driven prices upward. At the same time,
supply concerns from up north are unlikely to be alleviated
anytime soon.
The worst wildfire season in six decades rendered Canadian

and remodeling activity remain relatively buoyant. Though

softwood supplies thin, with many experts predicting that it

failing to match the post-recession boom, demand is still

will take over five years to replenish inventories. According

healthy. The LBM Journal predicts demand for lumber to

to the British Columbia Wildfire Service, approximately one

increase 10% in 2018.

million hectares of timber were destroyed by forest fires during
the summer of 2017. By mid-September 2017, approximately

According to the U.S. Census Bureau, the seasonally-adjusted

53 million cubic meters of timber had been wiped out, the

annual rate of single-family housing starts stood at 894,000

equivalent of an entire year's harvest.

units in April 2018, marking a 7.2% advance from April 2017.
Dodge Data & Analytics reports that year-to-date spending on

But supply-side concerns are not the only force driving prices

residential construction totaled $103.4 billion, which is a 4%

higher. Rebuilding efforts in the southern U.S. continue after

year-over-year increase. While existing home sales declined

hurricanes Harvey, Irma, and Matthew decimated parts of

for April on the heels of two consecutive months of gains, the

Texas, South Florida, and Puerto Rico, respectively, in late

2.5% decline from March 2018 is more likely due to a lack

2017. In particular, this impacts panel products, which are

of available housing on the market than any dip in demand.

used for structural applications.

With demand remaining high across the board and inventories
short for the forseeable future, expect pricing to remain

While the building products industry has had to contend with

elevated as we head into the second half of the year.

forces of nature, traditional indicators such as housing starts

KEY FACTORS
One-off factors such as hurricanes and wildfires, as well as the implementation of
antidumping tariffs from the Trump Administration, have kept pricing high on the market.
Traditional indicators across the construction industry, including construction starts and
home sales, remain healthy, putting further pressure on depleted inventories.
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Softwood Lumber
Softwood lumber, including genuses such as Spruce, Pine, Fir,

While some correction took place in March, it was short-lived.

and Cedar, is typically used for structural building purposes,

Random Lengths notes that prices for some dimensional

as well as millwork. Consistent with the prior Building Materials

products in March 2018 dropped as much as $100 from

Monitor, prices for softwood lumber have remained buoyant

their heights, yet consistent demand has prevented further

since Trump's measures to restore trade balances with

correction on the market. Certain products for which supplies

countries such as Canada.

are particularly tight, such as Hemlock and Fir from Canada,
have buyers scrambling for purchases despite near-record

As mentioned, wildfires in Canada during the summer of last

high pricing.

year have depleted already short stocks of softwood lumber.
With countervailing duties averaging 14.25% and antidumping

Demand is bumping up against supply not just at the mill and

duties averaging 6.58% enacted by the U.S. Department

distributor level, but at the retail level too. A recent Random

of Commerce in November 2017, the stage had been set

Lengths survey indicated that retail sales expectations have

for skyrocketing prices. Exacerbating the pricing rally are

reached levels not seen since 1999, all while inventories in

consistently healthy building indicators within both the new

March dropped to the lowest levels of 2018. While it remains

construction and remodeling segments of the

to be seen whether the market will continue its rise in the

residential market.

coming months, the strained supply/demand dynamics
experienced since last year are sure to continue with the
traditional building season now upon us.

1

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

A different story took shape in November and December,

to that of framing lumber. However, as can be observed in the

as traders demonstrated a bit of skepticism regarding the

graph below, prices for panel products have demonstrated

unabashedly bullish pricing market. Wary of downside risk,

a far more varied pattern compared to the near-continuous

purchasers took a wait-and-see attitude and sellers began to

upward momentum demonstrated by framing lumber

take what buyers were offering, resulting in a significant dip.

products.
The two-month sell-off proved nothing more than a blip,
As mentioned previously, demand surged in the late summer

however, as pricing quickly rebounded in the following weeks

and early fall of 2017 in the midst of recovery efforts in the

and months. As winter weather took hold, supplies tightened

southern U.S. and Puerto Rico after hurricanes Harvey, Irma,

against more robust demand, and orders began tracking

and Matthew decimated large swaths of the area. Supplies

out a month or more into the future. By late April, a dearth

were largely insufficient to meet demand for several months.

of product on the market catalyzed further price hikes, with
buyers looking to grab whatever supply was available in order
to cover existing downstream demand.

2

Softwood Panels - Price per MBF

7 | MONITORBUILDING MATERIALS JUNE 2018

Hardwood Lumber
Consistent with historical trends, hardwood lumber pricing

positive, as any reading over 50 indicates that more industry

typically exhibits a far lower level of volatility as compared

participants believe that market activity has improved over the

to softwood lumber. As can be seen in the graph below,

prior quarter. The index is expected to remain positive

pricing has been largely consistent over the past year.

throughout 2018.

As hardwoods are used primarily in manufacturing

The flooring industry, which relies heavily upon hardwoods,

operations for products such as furniture and millwork,

has shown relative strength in the years since the recession,

these items are not as susceptible to the same major

in line with most other building material markets. However,

fluctuations as structural softwood products, which tend to

research firm IBISWorld Inc. suggests that revenue retreated

show volatility when confronted with severe weather activity.

in 2017 due to the emergence of cheaper products such
as vinyl that have been reworked in recent years to offer

The domestic remodeling market is a particularly large

improved look, feel, and durability. Despite the added

consumer of hardwoods. According to the National

competition, hardwood is set to remain the material of choice

Association of HomeBuilders, the remodeling market

for consumers with a higher level of disposible income and is

index declined three points in the first quarter of 2018 to

expected to grow at a faster rate than carpet and rug

57; despite the decline, the results should be viewed as a

floor coverings.

3

Kiln-Dried Hardwood - Price per MBF
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Lumber and Woodworking Equipment
The woodworking and lumber production machinery
industries have been relatively stable and have seen small
growth in the last five 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 at a rate of 5.3% during the same period.
Most of the closures have been single-location operations,
which cannot operate with the economies of scale and
comprise the majority of industry participants.
The current market for used mill and woodworking equipment
is more stable than in previous years. While demand for
graded lumber is increasing, there is no indication yet that
this is a permanent trend. Manufacturers are reporting
increasing lead times for select sawmill equipment; however,
there remains a large quantity of used sawmill equipment
in the secondary marketplace. Many competing sawmills
have been trying to increase production rates and get better
quality lumber out of their grade by utilizing optimization and
upgrading components, but bids on this equipment in an
auction setting are very conservative, as most optimization
systems are tied into the various components of the mill and
require retrofitting to operate in another sawmill.
The woodworking and furniture manufacturing industries
have enjoyed modest growth in recent years primarily due to
the improved housing market. During this time, the furniture
industry has seen an increasing demand for customized
furniture. Woodworking and furniture manufacturers are
investing in automated smart woodworking machinery to
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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. Other recent technological
changes have allowed operators of all sizes to run 3D
rendering software and produce prototypes quicker, reducing
design time and getting to market faster. 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.
The secondary marketplace for woodworking machinery has
continued to grow along with the domestic housing market.
According to industry experts with whom GA has recently
consulted, the market is strong for new and late model
machinery. However, there remains an overabundance of
smaller and more common woodworking machinery in the
secondary marketplace. As of now, however, the slight uptick
has not led to a seller’s market in the used sector.

Building Materials Reference Sheet
SOFTWOOD LUMBER AND PANEL PRICING ($ PER MBF)
QuarterYear-OverYear Change Over-Quarter
Change
Average Softwood Framing Lumber ($395 to $590/mbf)

46.6%

14.3%

OSB ($340 to $505/mbf)

34.2%

14.6%

Pine Plywood ($510 to $690/mbf)

34.4%

2.1%

HARDWOOD LUMBER PRICING - GREEN - FAS GRADE ($ PER MBF)
QuarterYear-Over- Over-Quarter
Year Change
Change
Red Oak ($1,050 to $1,170/mbf)

11.4%

1.4%

White Oak ($1,595 to $1,735/mbf)

8.1%

5.5%

Ash ($1,140 to $1,250/mbf)

19.0%

8.7%

Poplar ($815 to $820/mbf)

0.6%

0.6%

Hard Maple ($1,345 to $1,505/mbf)

11.7%

2.2%

HARDWOOD LUMBER PRICING - KILN-DRIED - FAS GRADE ($ PER MBF)
QuarterYear-Over- Over-Quarter
Year Change
Change
Red Oak ($1,505 to $1,595/mbf)

(2.1%)

0.9%

White Oak ($1,980 to $2,155/mbf)

(1.5%)

7.2%

Ash ($1,435 to $1,635/mbf)

9.0%

8.6%

(6.3%)

0.7%

0.1%

1.3%

Poplar ($1,050 to $1,180/mbf)
Hard Maple ($1,770 to $1,875/mbf)
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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

Advisor, which includes B. Riley Asset Management, a

disposition solutions and valuation and appraisal services to

provider of investment products to institutional and high net

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

worth investors, and B. Riley Wealth Management (formerly

well as lenders, capital providers, private equity investors,

MK Capital Advisors), a multi-family office practice and

and professional services firms. In addition to the Building

wealth management firm focused on the needs of ultra-

Materials Monitor, GA also provides clients with industry

high net worth individuals and families; and Great American

expertise in the form of monitors for the chemicals and

Capital Partners, a provider of senior secured loans and

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

second lien secured loan facilities to middle market public

among many others. For more information, please visit

and private U.S. companies.

www.greatamerican.com.
B. Riley Financial, Inc. is headquartered in Los Angeles
Great American Group, LLC is a wholly owned subsidiary

with offices in major financial markets throughout the

of B. Riley Financial, Inc. (NASDAQ: RILY), a diversified

United States and Europe. For more information on B.

provider of collaborative financial and business advisory

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

services through several subsidiaries, including: B. Riley &

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

Co. LLC, a leading investment bank and a FINRA & SIPC

representative at 310-966-1444.

member, which provides corporate finance, research, and
sales & trading to corporate, institutional and high net worth
individual clients; Great American Group, LLC; B. Riley
Capital Management, LLC, an SEC registered Investment
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