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The difficulty lies not so much
in developing new ideas
as in escaping from old ones.
— John Maynard Keynes
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Price Forecastingo

Forest Growth & Yield Linked to economically
accurate Price and Cost Forecasting

—

Forest Biometricians : make S
volume predictions through
time with meaningful
accuracy 0 sort and grade
specific.

Forest Economists : make price
predictions to accompany

these G&Y forecasts 0 sort and
grade specific

Intreducingdahé KRealRrice-e
Appreeiation korecastifioobol
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Real Price: AppreciationfForecastcEoob o
Why did | make it into this reality?
TR AT
Timber Grows in products
expressed as Sorts.

Timber prices change in complex
reactions to Aggregate Supply &
Demand, Inflation & Interest rates.

| want predictions that are
Efficient & Accurate, sensitive to
the factor of time.




The USA Economy since 1980
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The USA Economy since 2000

FRED@ /,\\,/./‘/ — Consumer Price Index for All Urban Consumers: All Items
— Producer Price Index for All Commodities
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Financially Optimal Harvest Rotation Timing

Timing is EVERYTHING on all fronts
Repeatable & Accurate price forecasting

Land Whenldenefight,
Appraisals: all 3\Values are

Income

Capitalization ‘ I DEN“I- lQAL

Approach

Financiallyy
Optimad|
Harvest
Rotatiam

Timing

Forestland
Managers:
Cash flow
projections
lead to e vent

Investers:
Current & long -
term
investment
Reports

timing
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Pugeti Sound Logc-MarketmgrAreac o

Domestic and International Markets

Predicting Delivered
Log Prices for 7
species in 25 sorts
within this market
area.
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This tool can be ’
applieédnywhere

historic open market
prices are available.




Puget<soundd:og Marketing-Area; \Mashington

Delivered Log Market Price ($/mbf)
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Nominal prices are necessary,

but analyze them as Real price

Chart by Schlosser, \\/
_ Delivered Log Market

Data: RISI Log Lines
& Washington DNR
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W
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Chart by Schlosser,
__ Delivered Log Market
Data: RISI Log Lines
& Washington DNR

Producer Price Index as th
businessnflation indicator
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Chart by Schlosser,
Delivered Log Market

Data: RISI Log Lines
& Washington DNR
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Douglas-fir 2 Sawmill Real,y,;603 With RPA Forecast
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RRA-Forecast dool Performance

Statistics of the Measurements

1000+ g 1000+
é £004 3 m-
95% confidenc e band
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Real Price: AppreciationfForecastcFoobo!

Multiple Evolving Variables

AVector Autoregression (VAR) Modelling
AMarkov -Chain Continuous Time with Memory Model

Linear interdependencies within multiple time series
events.
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Real Price: AppreciationfForecastcEoob o

Multiple Evolving Variables

AVector Autoregression (VAR) Modelling
AMarkov -Chain Continuous Time with Memory Model

Linear interdependencies within multiple time series
events.

AVAR modeling requires less emphasis on forces
Influencing variables.

A The only prior knowledge required is a list of variables
which can be hypothesized to affect each other
Intertemporally .

AVAR models have proven to be especially useful  for
describing the dynamic behavior of economic and
financial time series and forecasting.
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Real Price: AppreciationfForecastcEoob o

Multiple Evolving Variables

AVector Autoregression (VAR) Modelling
AMarkov -Chain Continuous Time with Memory Model

Linear interdependencies within multiple time series
events.

AMarkov chains are used In describing path -
dependent arguments, where current structural
configurations condition future outcomes.

AMarkov chains are used to exogenously model
commodity prices to attain a general equilibrium
setting.




How to make RPA Forecast Tool Projections?

A Spreadsheet program of choice,

A SQL database & programming skills,
A R-Statistics,

A Or,

A FRASS subscription

Or maybe all the above

é
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Forecasting Steps
One size DOES NOT fit all.
Each log sort & each cost are seperately evaluated.

Examine price Identify period of Convert values
history through a Real price stability : into Real price
osufficiently | ong

time horizon 6 . ( A) 0 fnitiationd projections using
date and Real the Real Pricex
val ued Appreeiatiomn
ForecastiToal!
(B) otpointni ng
date and Real
value 6




1d dcog MarketingcArea; \Washington

We t.wanr. e t i
_buglas-fir 2 sawn Statistical analysis also
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abltleo

Initiation Date Turnlng Point

«— Recessions —
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ReadliRPrieerAppreciationRafer your
commodity of interest.

YO 6 [y \/ p]

Identify: Where:
A. Trend 1 |5 = RealPrice Appreciation Rate

Initiation Date 5
and Real Y¢ & = Changdn time between
value Initiation and turning point
. . .nt . .'. LA
° 'Cll'gtrglggde TPVal,, =Tumingt 2Ay U 5F 0SQ
Real value Price

IDVal,, = Initiation5 I 4 SQ&a wS/| f
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‘RedlPrice /AppreciatiorRate for your
commodity of interest.

ID: Aptil22007
TP:Jdune 2009

RealPrice AppreciatiofiRate

Changen time between
initiation and turning point

CdzNYyAy3d t2Ay0 51
LYAUGALFGA2Y 51 0SQ
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Convert values into price  forecasts using the
Real Price: Appreciatioinon Forecastt Tool

(Schlosser & Wandschneider):r)
1 4 odwdalp (Yoo o ¢l i DI

where:
1 |F = RPAPriceforecast foryeard¢

‘00 w W2 Trendinitiation price incurrent Real Terms
'Y 0 6= RPA rate from starting point to turning point

0= Numberin years from RPhitiation Dateto Forecast Date

U U & Longevityduration: Numberof years, andractions of a
year,fromthed L Y A 0 A | ibAh2 ¢ ¢ &N By 3




€¢onometri¢$

| t o rDouglasr-fir 3 Sawnaillé
1) Commodity RPA

e

afp (YO O yi( <>)]])}
v 4

What would be projected price in May 2016 (foday)?

1% Ao@mw {p ( ™ pwagep ¢l [81C8 ()]
=||Hj% A630836

These Prices are stated in  Real, ;493 t€rms




What about performance?
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Puget<soundd:og Marketing-Area; \Mashington

Douglas-fir 2 Sawmill Real,y;603 With RPA Forecast

Delivered Log Market Price ($/mbf)
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Pugetssounddcog Marketing-Area; \Washington

Douglas-fir 2 Sawmill Real,y;603 With RPA Forecast

= DF 2 Sawmill, Real March 2016 = == RPA Forecast Real March 2016

Delivered Log Market Price ($/mbf)
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Chart by Schlosser,
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Delivered Log Market Price ($/mbf)

Douglas-fir 2 Sawmill Real,y;603 With RPA Forecast

= DF 2 Sawmill, Real March 2016 — Upper 95% Prediction Interval
=== RPA Forecast Real March 2016 Lower 95% Prediction Interval
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Chart by Schlosser,
Delivered Log Market Data:

RISI Log Lines & Washington DNR
Producer Price Index Data: BLS & FRED
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Delivered Log Market Price ($/mbf)
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RPA Forecast Tool
Applied to Open Market Commodities

Delivered Log Sort Prices,
Logging, Log Trucking
Transportation, Logging Road
Building

Reforestation, Wildfire Control,
Forestry Labor

Commercig@rice trends are captured by BLS Producer Price
Index records indicating responses to macroeconomic pres
Short & LoABun, Aggregate Supply & Demand.
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Delivered Log Price Examples
Puget Sound Delivered Log Market Examples

Douglas-fir 2 Saw Real 201602 with RPA Forecast
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Delivered Log Price Examples
Puget Sound Delivered Log Market Examples

Walue per MBF

Walue per MBF

Douglas-fir 2 Saw Real 201602 with RPA Forecast
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Douglas-fir SM and Better Real 201602 with RPA Forecast
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Douglas-fir 3 Saw Real 201602 with RPA Forecast
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Chart by DRD Larix, LLC,
Delivered Log Market Data:
RISI Log Lines &
Washington DNR
Producer Price Index Data:
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