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What Happens Now After a Strong Run for Timberland? 
Timberland investments delivered strong performance in the five-year period following the Covid-19 
pandemic. From 2020 Q1 through 2025 Q1, U.S. timberland investments generated a total annual return 
of 7.93%, according to the National Council of Real Estate Fiduciaries (NCREIF).  This outpaced other real 
assets such as commercial real estate and farmland, which returned 3.38% and 4.83%, respectively, over 
the same time periods as shown in Table 1 below. 

As returns begin to moderate – falling to 5.60% for the 4-quarter period ending March 31, 2025 – investors 
are wondering whether timberland remains a prudent investment in their portfolios.  Is this an opportunity 
to reduce exposure to the asset class or does timberland still hold long-term value potential?  This paper 
examines the key drivers behind timberland’s past performance and offers insight into its prospects for the 
years ahead. 

 

 

What Drove Timberland Returns Since 2021? 
The primary driver of returns post-2020 has been capital appreciation.  As shown in Figure 1, appreciation 
surged in 2021 while income remained relatively stable, contributing to a peak four-quarter total return of 
12.90% in 2022 Q4, the highest rolling four-quarter return since 2008 Q3. 
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Capital appreciation was underpinned by rising 
timberland asset values, as competition for a limited 
supply of quality assets intensified during this period. In 
the U.S. South, one of the most actively traded regions 
in the world, average prices increased by 23% over five 
years, from $1,813/acre in 2020 Q1 to $2,232/acre in 
2025 Q1 (see Figure 2). Other regions in the U.S. saw 
similar growth, ranging from 17% in the Lake States to 
31% in the Northeast. 

Appreciation surged in 
2021 while income 
remained relatively 
stable, contributing to 
a peak four-quarter 
total return of 12.90% 
in 2022 Q4, the 
highest rolling four-
quarter return since 
2008 Q3. 
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Several potential drivers were considered to explain the increase in timberland asset values: 

1. Decline in interest rates (not observed) 
2. Rise in current timber prices (not observed) 
3. Expectation of future timber price gains 
4. Growth in non-timber sources of income or value 
5. Increased demand in “retail” rural land market  
6. Accelerated transition of timberland to other higher-valued land uses 

 
With the first two factors ruled out, the remaining four likely contributed to capital appreciation, with 
regional variations (see Table 2). For example, anticipated declines in Canadian lumber exports have 
driven optimism for increased demand and timber pricing in the Pacific Northwest, while demographic 
shifts, driven by people looking for jobs and lower living costs, and infrastructure investment have lifted 
rural land values in the South. 
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Future Sources of Return 
As capital appreciation, the main driver for total return over the last five years, begins to taper – falling to 
3.79% on a rolling four-quarter basis by 2025 Q1 down from 6.71% between 2021 and 2024 -timberland 
investors are evaluating what may drive future returns for the asset class (Figure 1). 

We examine four important features that support timberland’s continued role in a balanced real asset 
portfolio: appreciation-income cycles, income generation, relative valuation, and long-run performance 
resilience. 

Cycles Between Appreciation and Income 
Historically, timberland returns have cycled between appreciation-led and income-led periods (see Figure 
3). Since the inception of the NCREIF Timberland Property Index in 1987, there have been nine income-
dominant cycle periods, averaging 7.7 quarters, and ten appreciation-led cycles averaging 8.1 quarters. The 
most recent appreciation cycle, lasting 14 quarters through 2025 Q1, exceeded this average, indicating a 
likely reversion toward income-driven performance.  

Income typically stems from timber harvests and, increasingly, from non-timber sources such as 
conservation easements and carbon credits. These sources may play a larger role in future cycles.  
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Economic and Market Drivers for Greater Timberland Income 
Several macroeconomic and market trends point to the potential for rising timber prices, which will support 
increased income returns. 

• Housing Shortage: The U.S. faces an estimated housing deficit of 2 to 5 million units, a result of 
underbuilding in the aftermath of the Global Financial Crisis of 2007.1 Addressing this shortfall 
will lead to an extended period of above-average housing starts and, therefore, to a sustained 
increased demand for lumber. 

• Reduced Canadian Supply: British Columbia, the leading Canadian producer of softwood lumber, 
has seen sawmill capacity decline by 4.3 billion board feet, or 34%, over the past five years due to 
beetle infestations, wildfires, and environmental restrictions. Canadian supply is expected to be 
replaced with lumber supply from domestic U.S. lumber producers in Pacific Northwest and the 
South. 

• Southern Capacity Expansion: The U.S. South has seen softwood sawmill and OSB production 
capacity increase by 45%2 and 27% respectively, following a decade of capital investments by 
lumber and panel producers. Softwood sawmill capacity is expected to increase by an additional 
20% over the coming decade. 

Analyst forecasts by Fastmarkets RISI and Forest Economic Advisors (FEA), two of the leading forecast 
groups in the asset class, estimate timber price appreciation of 4% to 8% annually over the next 10 years 
across the U.S. Pacific Northwest and U.S. South (see Table 3), supporting a shift to a higher proportion of 
income-led returns. 

 

 

 

 

1  A representative example is the estimate by Freddie Mac of a 3.7 million shortfall: Freddie Mac, “Economic, Housing and Mortgage Market 
Outlook – November 2024.” (Nov. 26, 2024) 

2  Forest Economic Advisors, Timber Quarterly Forecast 2025 Q1. (Mar. 13, 2025) 
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Timberland’s Relative Value 
Despite recent gains, timberland remains comparatively undervalued. Since the Global Financial Crisis, 
commercial real estate and farmland values have increased by 184% and 200% respectively (see Figure 4). 
In contrast, timberland values rose by only 137% during the same period.  Meanwhile, equities surged; 
most notably the Standard & Poor 500 index rose 403% and reached a price-to-earnings ratio of 28x, well 
above its historic median of 17.7x. 

This relative pricing dynamic positions timberland as an appealing option within a diversified portfolio, 
especially for investors seeking real returns with lower correlation to equities. 

 

 

Historical Performance Perspective 
Timberland’s long-run performance record adds a fourth pillar of support. The asset class has produced 
positive rolling 10-year returns in nearly every period since 1987, with a median of 7.96% (see Figure 5). 
Out of a possible 114 cases, there have been only four instances (or 3.5% of the time) when 10-year returns 
fell below 4.0% with the lowest being 3.74%, which occurred between 2009 Q1 and 2019 Q1. Timberland 
investors rarely experience depressed returns over the long run. 
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The resilience of the asset class is underpinned by three core factors: 

• Biological Growth: Depending on the climate and soil, biological growth could add 2% to 7% in 
value each year to the standing timber of a timberland property, as trees grow in volume and 
transition from lower-grade, lower-value logs (such as pulpwood) to higher-grade, higher-value 
logs (such as sawtimber). 

• Price Appreciation: Over the long run, inflation in end-use wood products flows back to timber 
prices. 

• Land Value Appreciation: Land values have consistently appreciated due to improved forest 
productivity (silvicultural improvements and advanced genetics) and economic development 
(path of growth in a rural area). 
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Conclusions and Guidance 
The exceptional returns of 2021–2024 were largely driven by capital appreciation, which may not be 
repeated in the short term. However, timberland remains a compelling long-term asset class. Rather than 
adjusting allocations based on near-term return expectations, investors should consider timberland’s 
fundamentals: consistent biological growth, macroeconomic tailwinds for timber demand, and 
comparative value versus other assets. For investors with a long time horizon, it continues to offer 
resilience, as well as real returns coupled with diversification benefits that few asset classes can match. 

 

For questions and additional information, contact:  
 
 
 
 
 
 
 
 

Chung-Hong Fu, Ph.D. 
Managing Director, Economic Research and Analysis 
Timberland Investment Resources 
1330 Beacon St., Suite 311, Brookline, MA 02446 
617-264-4767 
fu@tirllc.com 

 

 

DISCLAIMER 

This paper is provided for the education of its readers.  The opinions and forecasts made are for informative purposes 
only and are not intended to represent the performance of an investment made through Timberland Investment 
Resources, LLC.  No assurances are made, explicit or implied, that one’s own investments in timberland or with 
Timberland Investment Resources, LLC specifically, will perform like what has been described in the paper. 
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