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Demand Floors, Supply Disruptions and a Redrawing 
of the Map
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Today's Themes
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1 The World Changed in Late February
Oil shock, rising rates, elevated recession risk

2 Demand Has a Floor — And It's Demographics
Rate anomaly, real prices hold, pent-up demand

3 Supply Discipline Built the Rally — Freight Is Threatening the Market
Mill cuts, price rally, trucking crisis

4 The Global Supply Map Is Being Redrawn
BC decline, US South rise, European redirection

5 SPF Suppliers Still Have An Advantage
US builders have a preference for SPF in framing applications

Commentaires du présentateur
Commentaires de présentation
In some ways, different, one way the same. Instead of my typical macro-end-use-demand-supply presentation, I will be going through a number of themes.  Sven said stick to 15 slides, of course I have more.



www.getfea.com

Our Base Case Holds: No 2026 Recession — But 
Downside Risk Dominates
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~35%
Recession Probability

(Polymarket, early April)

23%
Recession Probability

Pre-Conflict (Feb 2026)

6.46%
30-yr Mortgage Rate

(April 2, 2026)

5.98%
41-Month Low

(Late February 2026)

Base Case Rationale

The US economy entered the shock in solid condition — unemployment near 4%, real consumer spending positive. Oil price spikes of this magnitude have historically been 
necessary but not sufficient for recession absent a concurrent credit shock. We expect GDP growth to slow materially in H1 2026 before recovering as oil prices stabilize. The Fed 
faces a stagflationary dilemma: inflation re-accelerating (CPI +3.3% YoY in March 2026) limits rate cuts.

Source: Polymarket, Freddie Mac PMMS, BLS CPI, FEA Macro Advisor March 2026.

Commentaires du présentateur
Commentaires de présentation
FEA was on the high end of housing starts forecasts. 
Interest rates were falling faster than we forecast and we were leaning towards raising it. 
Then, the world changed in late February.
Forecast risk shifted from + to –
There is a lot of pessimism and uncertainty out there.
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It’s Not All Bad News



www.getfea.com

Current Rate Cycle Produced Far Smaller Starts Decline 
Than Any Prior Shock
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THE ANOMALY

2021–23 Cycle
+414 bps rate shock
→ SF starts fell only
~320,000 units

Prior cycles at similar or smaller rate 
shocks produced significantly higher 
declines.

Explanation: A decade of underbuilding + millennial household formation created a structural demand floor
resistant to rate-driven demand destruction. The 2004–09 GFC collapse was credit-driven, not rate-driven.
Source: FRED HOUST1F, MORTGAGE30US; FEA analysis.

Commentaires du présentateur
Commentaires de présentation
Demand has a floor
While things seem bad, they could be a lot worse
This has been confirmed by the fact that home prices haven’t fallen despite interest rates going from 3-6%
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Commentaires du présentateur
Commentaires de présentation
Why is this?
And it’s more than just strong housing. Residential improvements:
Aging housing stock, fix up rather than move up
High home equity and wide spread
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Supply Discipline Built The Rally—Freight Threatens The 
Market

Commentaires du présentateur
Commentaires de présentation
Switch gears and talk about the markets.  Again, they are not that bad right now.
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Duties and Weak Consumption Drove Prices Below Cost 
Across Most Regions By the End of 2026
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Ratio

8

December, 2025

Commentaires du présentateur
Commentaires de présentation
I’m not telling you anything you don’t know, but 2025 was a difficult year.  Profitability was atrocious late in the year.
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North American Softwood Lumber Closures｜2024-2026

Commentaires du présentateur
Commentaires de présentation
Because of this, we had a tremendous number of closures.
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Prices Have Jumped, But Duties Are Holding Profits 
Below Cost Across Canada For US Bound Shipments
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Freight Crisis Is Becoming An Issue
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Flatbed Trucking Rates

Before: $850–975/load   →   After: $2,000–2,350/load   (+140%)

Diesel cost surge and capacity squeeze driving rates to multi-year highs

Diesel Price
Before: ~$3.74/gallon
(pre-conflict avg)   →   After: $5.64–5.67/gallon
(as of April 8)   (+51%)

Direct pass-through into freight rates; a structural headwind for delivered lumber costs

New CDL Rule
Before: Existing driver
pool unchanged   →   After: ~200,000 non-domiciled
drivers affected   (Policy shock)

New federal rule restricting CDL eligibility for non-domiciled drivers removes supply from an 
already-tight market

Produce Season
Before: Flatbed capacity
available   →   After: Produce season pulling
capacity from lumber   (Seasonal squeeze)

Agricultural freight competing for same flatbed assets during critical spring building season

Source: FEA Wood Markets Status & Trends; EIA Weekly Retail Diesel Prices; FMCSA. Data as of April 2026.
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Commentaires du présentateur
Commentaires de présentation
Average Price for 1994-2025 = $3.71
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The Global Supply Map Is Being Redrawn
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Natural Disaster Related Fiber Loss

Decades of MPB infestation have permanently reduced BC's harvestable timber base. 
Salvage logging opportunities are largely exhausted. This is irreversible on any planning 
horizon relevant to the industry.

European Spruce Bark Beetle Epidemic and changes to land use policy further 
complicate the supply picture long run.

Duties and Tariffs Are Reshaping Trading Patterns

The combined duties and tariffs render most Canadian producers uneconomic at 
current prices when selling into the US market. Meanwhile, European suppliers only 
face the lower tariff rate to enter the US Markets.

Competition In Offshore Export Markets Is Growing

Weak European demand, Cheap Russian Lumber and Excess Southern US and Japanese 
Timber Inventories Are All Increasing Supply Looking For Markets.

Where’s The Demand?

The Big Three Still Dominate

Chinese demand has collapsed.

The war has halted exports to MENA

Is India the next big thing?

Source: Canada Border Services Agency; Statistics Canada; FEA Lumber Advisor March 2026.
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The Scale of the Spruce Bark Beetle in C.Europe is 
Comparable to the Mtn. Pine Beetle in the BC Interior

0

20

40

60

80

100

120

140

160

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16

Vo
lu

m
e 

Ki
lle

d

Years Since Inception

Years Since the Inception of Bark Beetle Epidemics

BC Interior
C Europe

BC Interior: 1999-2014; 
Europe: 2013-2023 (2023 estimated ) Source: Updated from FEA Report: Central European 

Beetle & Windstorm Timber Disaster; BC Ministry of 
Forests

Million m3

2023

Commentaires du présentateur
Commentaires de présentation
The Situation in Central Europe is Comparable to the Mountain Pine Beetle Infestation in the BC Interior

The similarities include:

Climate change involving hotter, drier summers, lower rainfall, and warmer winters.
Monoculture forests that were often even-aged and mature to over-mature (100+ years old).
Quickly expanding outbreaks with dead timber that could not be harvested fast enough to control the spread of the beetle (very similar to the situation in the Czech Republic).
Harvesting capacity was a limiting factor relative to the annual volume of beetle-attacked timber.
Domestic log prices dropped to essentially cost levels in areas with heavy beetle kill.
At the end of the mountain pine beetle cycle in BC, 700 million m³ of lodgepole pine forests were killed, and this resulted in 35 sawmills (an average of 200 million BF or 300,000 m³ of lumber) closing from 2006 to 2019. This last chapter still has to be written for Central Europe.

Similarities:
Caused by climate change involving hotter, drier summers, lower rainfall, and warmer winters.
Monoculture forests that were often even-aged and mature to over-mature (100+ years old).
Quickly expanding outbreaks with dead timber that could not be harvested fast enough to control the spread of the beetle.

Key Differences:
The infestation in British Columbia occurred almost entirely on public managed timberland. 
The time period to salvage dead timber (“shelf-life”) in British Columbia was much longer, typically 8-12 years. Due to its shallow rooting system, the shelf-life for European spruce is currently estimated at a year or less.

Between 2017 and 2022, 445 million m3 of timber was damaged in Central Europe. The timber has been damaged by various causes, but the outbreak of Spruce Bark Beetle is the primary reason for the increased timber mortality. The volume damaged is equivalent to 115% of total average industrial timber harvests (softwood and hardwood) in Europe.
Since peaking in 2020, the volume of killed timber has been declining. Looking forward, official forecasts show the impacts of the Spruce Bark Beetle declining, although depending on weather conditions, there is a risk the killed volumes increase again. 
Our forecast assumes that the damage volumes will trend lower, but harvests will remain elevated in the near-term.
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• Land Use, Land Use Change, and Forestry (LULUCF)
• Biodiversity Strategy for 2030
• Nature Restoration Regulation
• EU Forest Strategy for 2030

Bottom line: Policies aimed at climate change and biodiversity will create stricter 
regulations on timber harvesting in the European Union. The LULUCF will likely have the 
greatest impact. The effect on harvest levels expected to be limited in the near-term but 
expected to increase beginning in 2026. 

European Union Policy Changes Will Likely Impact 
Harvest Levels
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Meeting LULUCF Targets Would Cause Roundwood 
Harvest To Decline

Source: Maarit Kallio, Norwegian University of Life 
Sciences

Commentaires du présentateur
Commentaires de présentation
More than 20%
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US Duties and Tariffs Reshaping Global Trading 
Patterns?

© 2026 Forest Economic Advisors, LLC.

AR6 Final Determination (Revised) & Section 232 Tariffs
Antidumping Duty Countervailing Duty Section 232 Total

Canfor 35.47% 12.12% 10.00% 57.59%

West Fraser 9.65% 16.82% 10.00% 36.47%

All Others (Canada) 20.53% 14.63% 10.00% 45.16%

Offshore Imports N/A N/A 10.00% 10.00%

Commentaires du présentateur
Commentaires de présentation
Duties and Tariffs are Changing Trading Patterns
EU has a competitive advantage over Canadian producers
Making a deal could change this.
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Even With Lower Duties, Prices Would Still Be Below 
Cost Across Canada For US Bound Shipments
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Commentaires du présentateur
Commentaires de présentation
So Canadian producers will be looking into offshore markets.  As they do that, they will face stiff competition 
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Russian Exports Will Edge Higher While Fiber Supply 
Limits Growth In European Production and Exports
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Commentaires du présentateur
Commentaires de présentation
Russia 0.9 MMCM 8%)
Canada 2.2 mmcm or 18%

Rest SA, Japan, NZ, AU

Russian exports wil grow, but be limited by need for wood during war and to rebuild after war
Canadian Exports will grow, but not by much as fiber supply constraints prevent faster growth.�

Russia
	Production	Consumption 	Imports
16-20	6.5%	8.8%	5.8%
21-25	-3.9%	6.0%	-10.1%
26-28	0.9%	-0.8%	2.5%
26-30	0.5%	-0.5%	1.5%

Canada
	Production	Consumption 	Imports
16-20	-2.7%	-1.8%	-2.8%
21-25	-3.4%	0.9%	-5.4%
26-28	2.3%	1.4%	2.7%
26-30	1.1%	1.2%	0.9%
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The Softwood Sawtimber Supply Conditions in the US South Are 
Driving Capacity Expansion
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Growth and Drain, 
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Inventory, 
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Source: FEA’s North American Timber Forecast Service

Commentaires du présentateur
Commentaires de présentation
Slowdown in product markets
Delay in ramping up new capacity

By 2026 we expected a stronger rebound in demand as underlying end-use markets strengthen and operating rates increase
Above 21 BBF, 9% higher nearly 2 BBF
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North American Softwood Lumber Capacity Changes｜2023-2025
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Commentaires du présentateur
Commentaires de présentation
Although China’s role has shrunk
North American is largest consuming region @ 32%
Europe 26% and China 14%
How has this changed?
North America is growing (30-32%) while 
Europe (27-24%) and China (19-14%) have declined 


	2020			2025	
US +	87.8	26%	83.9	28%
Canada	12.7	4%		12.4	4%
Europe -	88.3	27%	78.7	26%
Russia+	13.6	4%		17.8	6%
China -	64.3	19%	41.1	14%
Japan-	12.8	4%		11.2	4%
MENA	11.6	3%		9.5	3%
So. Hem	20.3	6%		18.8	6%
RoW+	21.2	6%		23.8	8%
	332.6			297.3	

From a consumption perspective Russia is very small.  Increase is likely due to increased inventory and potentially domestic use around war
So Hem is Argentina, Brazil, Chile, NZ, Australia and So. Africa
Europe is Euro plus UK
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Lumber Consumption Will See Little Growth Over 
The Next Two Years
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Commentaires du présentateur
Commentaires de présentation
We expect little growth this year followed by modest growth in 2025.
	LBRC_NA	@PC(LBRC_NA)	LBRC_NA-LBRC_NA(-1)
2025	57.0	-2.0		-1.2
2026	57.3	0.5		0.3
2027	58.9	2.7		1.5

	LBRCRES	LBRCRR	LBRCIP	LBRCNR	LBRC_CA
2025	16.0	19.3	11.2	3.3	7.2
2026	16.0	19.5	11.4	3.2	7.3
2027	17.2	19.4	11.4	3.1	7.7

	LBRCRES	LBRCRR	LBRCIP	LBRCNR	LBRC_CA
2025	-3.2%	-3.8%	0.2%	-1.5%	2.5%
2026	-0.1%	0.6%	1.5%	-3.1%	1.7%
2027	7.3%	-0.5%	0.7%	-0.0%	5.5%

�
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Chinese Demand Will Increase Only Modestly
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BBF, Nominal

Commentaires du présentateur
Commentaires de présentation
There will be some growth as China comes off of bottom, but it will be slow
Especially relative to history

16-20	5.9%
21-25	-8.3%
26-28	1.7%
26-30	2.3%

2.1mmcm 
26	 0.5 
27	 0.9 
28	 0.7 
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Commentaires du présentateur
Commentaires de présentation
Chinese Housing Starts Down 74% from 2019 Peak

Live Births are down. 17% lower than 2024, 53% lower than previous trough (Great Famine), 52% Lower than 2000-2016 average 


China remains an export dominated economy

China, Construction Status, Area, All Types of Development Enterprises, Floor Space Under Construction (Newly Started), Commercialized Residential, Aggregate, NBS, Starts



https://china-cee.eu/2022/11/02/chinas-urbanization-level-will-exceed-the-75-ceiling/

2025
Urban permanent residents: 953.80 million
Rural permanent residents: 451.09 million
Total population: 1,404.89 million (down 3.39 million from 2024)

2000
Urban permanent residents: 455.94 million
Rural permanent residents: 807.39 million
Total population: 1,265.83 million
Urbanization rate: 36.1%
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MENA Was Expected To Grow

Mil. M3
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India Game Changer?
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Commentaires du présentateur
Commentaires de présentation
US 85 Million
India 3.2 million
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Export Growth Will Follow Log Availability and Cost
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Commentaires du présentateur
Commentaires de présentation
A number of Analysts have talked about European Exports to the US going to zero or even the US becoming a net exporter.  We have a different opinion.

2025 Increase is history: resulting from imports coming in before duties/tariff increase
Loss of supply in Europe
	Beetle kill
	Land use changes
	Rising log costs
Risk is on the downside: Section 232 Tariffs would cause this to be lower 



www.getfea.com

Europe Will See Only Modest Growth
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BBF, Nominal

Commentaires du présentateur
Commentaires de présentation
Greater trade certainty
Peace? ME and Ukraine?

15-19	2.3%
20-24	-3.1%
25-27	2.0%
25-29	2.7%

86 MMCM in 2027, ~ 2022 and 16-24 average levels

4.4 total
25	-1.1
26	1.8
27	3.7

	Germany	UK	France	Austria	Sweden	Italy	Finland	Czechia	ROE
15-19	1.4%	0.7%	1.1%	3.4%	2.6%	3.4%	-2.9%	7.9%	4.1%
20-24	-4.7%	-1.6%	-2.7%	-3.9%	-4.6%	-5.8%	-6.4%	-3.0%	-0.2%
25-27	8.4%	4.9%	7.5%	12.6%	4.4%	6.1%	13.9%	4.6%	-10.6%
25-29	5.7%	3.7%	5.2%	7.8%	2.8%	4.4%	8.4%	3.4%	-1.9%
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Construction Activity Not Picking Up

Source: EOS

Commentaires du présentateur
Commentaires de présentation
The Situation in Central Europe is Comparable to the Mountain Pine Beetle Infestation in the BC Interior

The similarities include:

Climate change involving hotter, drier summers, lower rainfall, and warmer winters.
Monoculture forests that were often even-aged and mature to over-mature (100+ years old).
Quickly expanding outbreaks with dead timber that could not be harvested fast enough to control the spread of the beetle (very similar to the situation in the Czech Republic).
Harvesting capacity was a limiting factor relative to the annual volume of beetle-attacked timber.
Domestic log prices dropped to essentially cost levels in areas with heavy beetle kill.
At the end of the mountain pine beetle cycle in BC, 700 million m³ of lodgepole pine forests were killed, and this resulted in 35 sawmills (an average of 200 million BF or 300,000 m³ of lumber) closing from 2006 to 2019. This last chapter still has to be written for Central Europe.

Similarities:
Caused by climate change involving hotter, drier summers, lower rainfall, and warmer winters.
Monoculture forests that were often even-aged and mature to over-mature (100+ years old).
Quickly expanding outbreaks with dead timber that could not be harvested fast enough to control the spread of the beetle.

Key Differences:
The infestation in British Columbia occurred almost entirely on public managed timberland. 
The time period to salvage dead timber (“shelf-life”) in British Columbia was much longer, typically 8-12 years. Due to its shallow rooting system, the shelf-life for European spruce is currently estimated at a year or less.

Between 2017 and 2022, 445 million m3 of timber was damaged in Central Europe. The timber has been damaged by various causes, but the outbreak of Spruce Bark Beetle is the primary reason for the increased timber mortality. The volume damaged is equivalent to 115% of total average industrial timber harvests (softwood and hardwood) in Europe.
Since peaking in 2020, the volume of killed timber has been declining. Looking forward, official forecasts show the impacts of the Spruce Bark Beetle declining, although depending on weather conditions, there is a risk the killed volumes increase again. 
Our forecast assumes that the damage volumes will trend lower, but harvests will remain elevated in the near-term.
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SPF Suppliers Still Have An Advantage
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US Consumers Are Willing To Pay Higher Prices 
For SPF
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Commentaires du présentateur
Commentaires de présentation
$122 in Sept, 165 in August
So far, US consumers are willing to absorb the higher SPF prices because they prefer it over SYP
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Big Changes In Lumber Prices Decrease Affordability 
Less Than A 10 Basis Point Increase in Interest Rates

Source: FEA
© 2025 Forest Economic Advisors, LLC.

A 25% Increase in All Lumber and Panels Prices Would Add about $23
to a Typical Mortgage Payment on a New Home

2024Q4 
Usage 
Rate* 

End of 
Feb. 2025  
Del. Price

Post-
Tariff   

Del. Price

End of 
Feb 2025 
Price w/ 
Markup

Post-
Tariff  

Price w/ 
Markup

Cost at 
Feb 2025 

Prices

Cost at 
Post-Tariff 

Prices
Change in 

Costs

%  New 
Home 
Price*

Change in 
Monthly 

Payment**
Western SPF 13,974 BF 625 781 731 914 $ 10,218 $    12,773 $       2,555 0.6%
OSB (7/16 Inch) Southen 10,522 Ft2 400 500 452 565 $   4,756 $       5,945 $       1,189 0.3%
Plywood (15/32 inch) Southern 1,589 Ft2 580 725 655 819 $   1,041 $       1,302 $          260 0.1%
Total $ 16,016 $    20,020 $       4,004 1.0% $23.28 

* Assuming new home is 2,410 square feet and costs $420,000
** Assuming 30-year term, 6.65% interest rate, and 10% downpayment

Commentaires du présentateur
Commentaires de présentation
Why is that?
Still SYP is gaining market share: SYP production is up 1% ytd in 2025 while SPF production is down 6%
We will see this continue longer run
	Increased use of SYP in wall, floor and roof systems
	increased use in CLT
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