Saw & Plywood Mills
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Ok, here's how saw and plywood mills operate. 

They produce dimensional lumber, or plywood panels, or oriented strand board panels, OSB.

Saw mills are usually located close to timber sources and are often small, with $6 million of annual revenue and 25 workers. Panel mills have $10 million of annual revenue and 60 workers.

Dimensional lumber is cut from logs in standard dimensions, such as 8 foot long 2 by 4s, and dried in kilns. Plywood is made by peeling sheets of wood from a rotating log and gluing them together, with the wood grain turned in alternate layers. OSB is made by arranging strands or chips of wood in alternating layers and gluing the whole thing together.

Logs are bought from timber owners at prices that vary according to the type of tree and the quality of the log. A typical price for pine is $250 per thousand board feet. Plywood, and especially OSB, can use lower grades of wood.

Customers are lumber yards, distributors, chains like Home Depot, and big homebuilders. 

Here are some strategic things you should know.

The prices for lumber and panels can vary sharply, rising or falling 50 percent within six months. When product prices are low, timber owners often refuse to sell their timber.

Mills depend heavily on the volume of home construction, which can change quickly from year to year, and dropped 70 percent during the recession.

Northern US mills have heavy competition from Canadian producers, who pay much less for timber from government lands.

Cheaper OSB has replaced plywood in a lot of home construction. Engineered wood, that is, smaller pieces glued together to make big pieces, is often used for large beams instead of dimension lumber.
Here are some good talking points.
What are the major products they make? In what sizes?

What's their source of logs? From what distance?

What are the tree species they usually get?

How much have their timber costs changed in the past year?

Who are their usual customers?

What's their annual capacity?

How much were they hurt by the recession?

And finally, how do they see their business changing in the future?

Now, you're ready.

