
 
 

Maxwell Forest Partnership Report  

26 April 2016 

Hello, 
 

As you know, at the special meeting held in December partners voted to proceed with the 
harvest of Maxwell forest.   

Log markets have held up well since the Chinese New Year. In the last few years we have 
typically seen a decline in log prices after the Chinese New Year (Feb) as log inventories 
build up on ports in China and Asia.  One of our exporting companies, Summit Forests said 
“inventories remained steady through this period and that log prices have remained strong 
as a result of that”.  The most recent Summit log export report is included. 

FMNZ our forest managers and harvesting and marketing managers, have called for tenders 
for the upgrade work on the road into Maxwell Forest to cope with the harvest traffic.  They 
have selected an experienced local contractor to do the work and are working through the 
last few details with the neighbour and the local council.  Work will begin in May. 

We had discussed with partners funding the upgrade of the road (estimated at $320,000), 
by selling off some of the liability free NZUs.  Maxwell forest has 50,370 liability free NZUs 
(carbon credits) valued today at $654,000.  We would need to sell approximately 20,000 
@$13 (as the Maxwell bank account is $66,323 in credit), to fund the road to the forest. 

It is pleasing to note that over the last few weeks NZU prices have been heading 
northwards.  Just last month carbon was trading at $9 and has recently moved up to $13.  
There would appear to be more upwards pressure on prices with some market 
commentators forecasting $15 by the middle of the year.  Climate Change minister Paula 
Bennett has indicated that it is a matter of 'when not if' the 2 for 1 carbon scheme for 
emitters will be scrapped. (Currently NZ emitters are obligated to surrender one emissions 
unit for every two tonnes of emissions).   

Given the Climate Change ministers’ comments on the ETS and carbon market reports 
indicating there is further upside in prices, we have decided to hold onto the NZUs and take 
out a short term loan from the bank to fund the initial road upgrade.  

We look forward to seeing many of you at the AGM. 

 

Regards 

 

Roger Dickie 

 

 



 
 

Forest Partnership Report  

18 March 2016 

Hello, 
 
This has been another positive year for our forest estate. 
 
Although the spring forecasts for the East Coast were for a dry summer due to the El Nino 
weather pattern, we have actually received good summer rainfall and all of our forests are 
in good heart as a result.   
 

Valuations 
 

You will be pleased to see the valuation of your forest asset shows an average increase of 
17.8% over the 2015 valuation.  A copy of the valuation is enclosed. 
 
The forecast net stumpage at harvest for the forest, based on the increased values can be 
found on the last page of the valuation.  From this you can calculate your net stumpage 
relative to your percentage of partnership interest/shareholding. 
 

Carbon Market – Emissions Trading Scheme 
 
As at today, the price of NZUs has climbed to $11 and will hopefully continue to move 
north.  We believe many emitters have been holding back on purchasing units until there 
was clarity around the ETS review and whether the 2:1 subsidy would be removed or not. 
 
On 17th March our climate change minister, Paula Bennett said that "It was a matter of 
when not if" the two for one subsidy for carbon emitters would be removed.   This had an 
immediate effect on NZU prices which climbed to $11 by the end of the days’ trading. 
 
The NZ Emissions Trading Scheme is currently under review and we await the outcome, but 
based on the Ministers’ comments, we are optimistic it will be positive for forestry.   We 
know NZ is presently in a net deforestation situation and if the ETS is to remain an effective 



carbon management tool, foresters need a clear signal from the government via the ETS to 
give them the confidence to start planting again. 
 
The NZU sales strategy we have adopted to fund the operating expenses of the forests 
enables us to take advantage of the rising NZU price.  We are selling smaller parcels of units 
on an as required basis. 
 

Log Markets 
 

Many commodities on the world markets have had a rough time over the last few years.  
Who would have thought oil would trade down to $28USD.   
 
Interestingly, while we have had two significant dips in log prices over the past twelve 
months, log prices have held up reasonably well.  This is largely due to cheaper international 
freight rates and exchange rate gains against the USD rather than demand.   

 
Inventory held at the Chinese ports has been lower than previous years over the Chinese 
New Year period. As a result the log price drops we generally see at this time have not 
happened.  This has also helped to keep the prices up. 
 
It is heartening to see at last a premium return to the market for pruned logs with P40 
grade logs achieving $200 per JAS at some ports.  The differential between the pruned price 
and A grade price is now high enough to make the owners of younger forests reconsider 
whether to prune or not to prune.  
 
Now that we have more forests approaching harvest, it is important we have a better 
understanding of the markets we are selling our logs into.  I have the opportunity to 
participate in a trip to look at the Chinese and other Asian markets, to help get a better 
understanding of them as well as the scale on which they operate. 
 
This trip is planned for May. 
 



Harvest age 
 

In my midyear report in November I indicated that we will be commencing harvest of our 
forests at age 26 rather than the original forecast of age 28.  We arrived at this decision 
after commissioning Jeff Schnell from Olsens to produce a cost benefit analysis as to the 
optimum time for harvest of our 1991 planted forests and his financial models shows that 
to be around age 26 years.   
 
The reality is, the harvest of each individual forest will be spread over two or three years 
because in most cases, it is realistic to put one harvest crew in each forest. By planning 
harvest at an estate level, this creates economy of scale benefits which will benefit the 
forest owners.  By smoothing the harvest volume, the partners will also derive the benefit 
of averaging log sale prices and tax benefits. (See separate section on tax) 
 
Roading in the forests prior to harvest requires planning now as there is a significant 
economic advantage in constructing roads in the dry summer months to prepare for the 
clearfell operation.  It is widely accepted that once the roads are formed, they require time 
to settle before the harvest traffic starts using them.  This leads to more economical roading 
costs and reduced maintenance during harvest.   
 
For forests planted in 1991/92 the proposal is to begin roading construction during summer 
of 2016/2017, further roading will be carried out in summer of 2017/2018 and main harvest 
will begin (when the forest is 26 years old), in the spring (September/October) of 2018. 
 
Given the scale of the activity planned in the older forests we feel it is important partners 
are fully informed of future harvest plans for their forest.  We are therefore having separate 
AGMs this year for Hawkes Bay forests planted in 1991/92 to outline the plans over the next 
few years.  
 

Tax on Harvest Income 
 

It is worth noting that under Sections EI1 and EJ1 of the Income Tax Act, the income from 
forestry may be spread for tax purposes, at the option of the taxpayer, over the income 
year in which the trees are harvested, and the preceding three income years – i.e. a total of 
four years.  This can be advantageous for example where the tax on the income would 
otherwise result in a change of tax brackets, or where for whatever reason one of the 
preceding years has significantly less income.   
 
By spreading the harvest over more than one income year, the effect is to extend this four 
year period – For example, if harvesting was to span three tax years, there are seven years 
in which the tree income can be allocated for tax purposes, which depending upon each 
individual’s circumstances, could result in quite substantial tax savings. 
 



Harvesting at Waikare Forest 
 

After a slow winter, good progress has been 
made over the summer months with the 
harvest of Waikare Forest – the first of the 
Roger Dickie estate to be harvested.   
Approximately 27% of the forest is now 
harvested and over 63% of the roads 
established.  
 
We have been harvesting our Waikare Forest in 
South Taranaki for 13 months and it is 
interesting to note that the average gross 
revenue per tonne is running at 19.7% ahead of the projection of 16 months ago, forecast 
by FMNZ based on last 12 quarter running averages.  This is an excellent result considering 
that over that period we have gone through two significant log market price dips. 
 

Managed Investment Scheme (MIS) Licensing  
 

As previously advised, as administrator/manager of the forest partnerships, Roger Dickie 
(N.Z.) Ltd is required to obtain an MIS license by 1st December 2016.  We are working on the 
application which is proving to be quite time consuming given the level of detail required by 
the Financial Markets Authority.     
 
One of the changes we need to make is to the partnership Deeds of Participation (DOP) to 
ensure they are compliant with the Act. We have engaged Kensington Swan Lawyers to 
prepare a revised DOP.  They advise that there are only minor changes required, and they 
expect to have the amended document completed shortly.   
 
Once completed, the amended DOP will be circulated to the partners for adoption. 
 
We continue to be aware of compliance costs and the need to manage these costs carefully. 
 

Change of name of Statutory Supervisor 
 

As advised in my mid-year report, Complectus Limited acquired the shares of our Statutory 
Supervisor, Foundation Corporate Trust.  Complectus also owns Covenant Trustee Services 
Limited which is a supervisor licenced by the Financial Markets Authority.  
 
The Boards of Foundation and Covenant have now proceeded to amalgamate both 
companies into one called Covenant Trustee Services Ltd.  The amalgamation took effect on 



March 1st this year and effectively is a name change only, as it will have no effect on our 
dealings with the Statutory Supervisor.  

  

Partner IDs  
 

Many of you will already have experienced the increased identification requirements when 
dealing with banks or other financial institutions.  This is due to the Anti Money Laundering 
and Counter Financing of Terrorism Act 2009 Act. 
 
We are now required to have formal identification, physical address and bank account 
details for all of our investors. A photo ID (passport or drivers licence) and a copy of a 
utilities bill confirming your residential address are needed to meet these requirements.   
 
We will be working our way through all the forests and requesting this information from all 
investors and would ask for your cooperation in providing it to us.  Unless we hold this 
information on file, we are unable to make distributions of harvest revenue or proceeds of 
the sale of partnership interests or shares.   
 

Insurance 
 

The insurance investment fund currently sits at $1,960,759 in total.  The partnerships will 
each pay their insurance premiums out of their individual funds. 
 

Secondary Market 
 

Richard Bourne tells me he has strong interest in secondary market shares available for sale.  
The enquiries are from existing partners, other outside parties and strong interest from 
overseas buyers for partnership interests in forests approaching harvest. 
 
Richard has had an excellent clearance of partnership interests offered for sale in the past 
few months so if you were considering selling, it may be a good time to discuss your options 
with him. 
 
If you are interested in securing an investment in another forest partnership or farm, please 
contact Richard Bourne in our office or email richardb@rogerdickie.co.nz 
 
Regards 

 
Roger Dickie 
 

 

 



Maxwell
Forest Partnership

Forest Managers Report - April 2016

Meteorologists tell us New Zealand weather is experiencing 
a strong El Nin͂o phase this summer.  This generally means 
stronger or more frequent winds from the west which cause 
a high drought risk in the east and more rain than normal in 
the west.  The conditions on the ground however, have been 
quite different.  The Gisborne region generally remains green, 
Hawkes Bay is only now starting to get dry and the Taranaki/
Whanganui region has received little rain all summer.  While 
this has meant we may well have over prepared for the fire 
season, the conditions have been ideal for tree growth and 
health and the forest reflect this.

Forest health is generally excellent.  Foliage is a uniform 
healthy green and the forest is presently looking superb.  The 
bi-annual forest health surveillance programme was carried 
out late last year.  While we are still waiting on receipt of the 
report, there have been no health issues identified at Maxwell 
Forest.

Over the last few months, we have become regular visitors to 
the forest in preparation for the roading and harvest opera-
tions.  We have had on and off site meetings with contrac-
tors, District Council roading and planning staff, as well as the 
neighbours.  In addition, there has also been considerable 
input to the planning process from the office involving harvest 
planning, mapping, consents, etc.

As you are aware, the first major part of getting the forest 
harvest ready is to get Rangitatau West Road upgraded to a 
standard that will be able to accommodate all harvest traffic.  
The road delineates the boundary between Wanganui District 

Council (WDC) and South Taranaki District Council (STDC) and 
while STDC manage the road, WDC have an agreement with 
STDC whereby they pay half of the road maintenance costs.  
WDC have made it quite clear they have no interest in the 
road upgrade and nor do they want to contribute to any of 
the upgrade costs.  Following discussion with STDC, they have 
agreed to contribute around $50,000 to the project from their 
maintenance budget.  Their contractors will upgrade the road 
from the Cain house to the gate which takes care of three dif-
ficult corners.

Our contractor will upgrade the remaining 2.7kms of road 
to the forest.  This work involves widening the carriageway 
in places, reshaping several corners, installation of culverts 
and drainage, metalling the road, fencing, etc.  The planning 
process has not been assisted by one of the affected neigh-
bours who seems hell bent on making everything as difficult 
as possible and whose obstructive behaviour has delayed the 
commencement of the works by both ourselves and STDC.  
We continue to work with him and hopefully can start the 
machines sooner rather than later and get the road upgrade 
underway.

It is pleasing to see the log prices are holding up well.  Nor-
mally around Chinese New Year prices fall due to decreased 
offtake from the wharves in China however, this year, prices 
have remained relatively stable.  The latest reports from China 
indicate this situation will remain over the foreseeable future 
which bodes well for the harvest of Maxwell Forest.



Over the past months, NZUs have risen in value to over $13 per unit and many commentators believe they will continue 
to climb in value.  The outcome of the ETS review may have some influence on this, particularly if the 2:1 subsidy available 
for emitters is removed.  At $13 plus, we are starting to see a few more of our private clients looking to monetise their 
units however, most are waiting for the outcome of the ETS review and to see if the price may climb higher.

As at the end of February, Maxwell Forest held 59,230 NZUs in their NZEUR account.  These were made up of 43,531 li-
ability free units, 6,840 pre 1990 units and 8,859 non liability free NZUs.  We have sold no units over the past six months 
to fund operating expenses.

The Forest Growers Levy Trust (FGLT) was established in 
2013 to manage the proceeds of the newly introduced 
levy on plantation timber products.  The trust is respon-
sible for the distribution of the levy collected ($7.62m for 
2015), into research, biosecurity, safety, transport, fire pre-
vention and forest industry promotion and advocacy.  Each 
year FGLT trustees review the work programme, confirm 
the budget for the year and set the levy rate.  The levy is 
presently 27c per tonne.

The work programme of $7.632m approved for 2016 
includes:

•	 $4.478m for forest research.  The focus is on sustain-
able intensification of radiata forests or “growing 
more timber on the same area of land without any 
harm to the environment.”  Other research projects 
include diverse species, Phytophera sciences and fire 
research. 

•	 Forest health and bio-security $1.007m.  Includes 
the forest health surveillance scheme $800,000.  The 

scheme aims to detect new incursions before they can 
establish in our plantations.

•	 $585,000 to the Forest Industry Safety Council estab-
lished in 2015, co-funded by ACC and Worksafe.

•	 Transportation $277,000 and includes road safety and 
state highway analysis

•	 Industry promotion including NZ Wood promotions 
$400,000

•	 Environment $272,000 which includes steepland har-
vesting research  

The levy seems to be working well and means that all forest 
owners, come harvest time, make a contribution to industry 
good initiatives.  Prior to the introduction of the levy, much 
of the cost of these initiatives was borne by only some 
forest owners, even though all forest owners received the 
benefit of these activities.

The Health and Safety at Work Act 2015 and Regulations came into effect on 4th April this year.  The new legislation 
changes the focus from monitoring and recording health and safety incidents to actively identifying and managing risks to 
keep everyone safe by avoiding workplace incidents.  

It also introduces a new legal concept of a Person Conducting a Business or Undertaking (PCBU) who has the primary 
responsibility for ensuring the health and safety of workers.  While a PCBU is generally a business rather than an individual, 
officers and directors of the business can now be held liable and fined for health and safety breaches if they have not 
complied with their due diligence responsibilities by ensuring the safety of all who may be affected by their business.  It is 
therefore important that everyone is a stakeholder in the management of health and safety.

Due diligence “is not done by merely hoping others would or could do what they were told, but also ensuring they have the 
skills to execute the job they are required to do and then ensuring compliance with that in accordance with best practice.  
Compliance requires a process of review and auditing, both formal and random, in order to ensure that the safe standards 
established are in fact being adhered to and under ongoing review.”

The legislation has major ramifications for the forest industry and the way in which health and safety is managed.  At FMNZ 
we take health and safety seriously and have employed a full time staff member to manage our policy and procedures to 
ensure ongoing compliance with the regulations.  In addition, we recently rolled out our updated Health and Safety Policy 
and Procedures and have engaged an independent auditor to review these documents to ensure they are fit for purpose 
and enable us to continue to maintain a safe working environment.

Steve Bell
Forest Manager
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PF Olsen Ltd 
PO Box 1127 | Rotorua 3040 | New Zealand 
P: 64 7 921 1010 | F: 64 7 921 1020  
E: info@pfolsen.com | www.pfolsen.com 

 
 
18 March 2016 
 
 
Silks Audit Chartered Accountants 
PO Box 7144 
Wanganui 4541 
 

Maxwell Forest 
Tree crop valuation 

 
As requested, we have assessed the fair value of the tree crop assets at Maxwell forest owned by 
Maxwell  Forest Partnership (Maxwell).  The purpose of this valuation is for reporting in the 
owner’s annual accounts.  This valuation of the tree crop meets the NZ IAS 41 accounting standard.   
  
The tree crop market value is estimated as at 29 February 2016 at: 
 

$2,676,000 plus GST (if any) 
 

The current productive net stocked area is estimated at 235.6 hectares. 
 
This value estimate excludes the value of the land and the improvements thereon, other than the 
trees.  The value estimate does not include the contingent tax liability on the income arising from 
the sale of the trees, or the logs at maturity.  Also excluded are costs and revenues associated with 
subsequent crops, and any value from the costs and revenues arising from the option to join the 
Emissions Trading Scheme. 
 
Valuation methodology 
The market value of the tree crop is assessed by discounting a prospective purchaser’s future costs 
and revenues at a discount rate of 6.5%.  The discount rate is based on analyses of recent 
transactions in New Zealand, and therefore reflects the recent market for forests.  Future costs 
and revenues are expressed in real (2016) NZ dollar terms, exclusive of GST.   
 
The methodology adopted is described in the New Zealand Institute of Forestry (NZIF) Forest 
Valuation Standards (May 1999).  The valuation report presented here is a brief outline of the 
method adopted and the assumptions made.  It does not comply with all disclosure requirements 
contained in these standards.  The reader is referred to the full valuation report entitled “Roger 
Dickie (NZ) Ltd – Tree Crop Valuation – March 2016” for a complete description of the methodology 
and assumptions.  
 
Key inputs 
Net stocked areas and forest condition are based on current best estimates as provided by the 
forest manager, Forest Management NZ Ltd (FMNZ).  PF Olsen inspected a selection of forests and 
found that the forest information provided by FMNZ gave a fair representation of the tree crop 
growing in these forests. 
 
Future yields are projected assuming current best practice management.  Projected yields are 
based on measured starting points where data allows.  Measurement data has been supplied by 
FMNZ.  These data have been collected using industry standard methods and protocols. 
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Future operational costs are based on current industry standards, and have been benchmarked 
against contract rates prevalent over the past year.  Log prices are based on the average of the 
most recent three years to February 2016, as achieved at the ports in Gisborne, Napier and 
Wellington.  No real price increase is assumed.   
 
Tree crop value change analysis 
As part of this valuation, we have examined the impact of changes in the forest description and 
valuation assumptions used to assess the tree crop value relative to the value estimated last year.  
This is accomplished by calculating the marginal contribution to the total change in tree crop value 
from updating each of the key factors in sequence. 
  
Table 1:  Tree crop value changes since last year  
 

Change item Tree Crop Value (000’s) 

Tree crop value last year  2,588 

Update area 2,645 

Advance date one year 2,953 

Update yields 2,953 

Update costs 2,865 

Update log prices 2,581 

Update discount rate 2,676 

Tree crop value this year 2,676 

 
Area changes, if any, are mainly the result of remapping the stocked area during the year.   
 
Adding one year to the valuation date adds physical growth, and moves the forest one year closer 
to maturity. 
 
Yield changes, if any, are the result of new measurement data collected during the past year.   
 
The costs for tending, harvest road construction and cartage have all risen this year.  Changes to 
tending costs will only impact on forests with tending operations remaining.  The harvest-related 
costs of road construction and cartage have increased over the past year, as the costs of labour 
and capital have gone up.  In addition, demand for harvesting services has increased. 
 
Prices for pruned radiata logs have increased this year, while prices for other grades have dropped 
slightly, or remained relatively flat.   
 
We have reduced the discount rate applied in this valuation.  Evidence from recent forest 
transactions suggest that purchasers are applying lower discount rates in deriving tree crop values.   
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Harvest revenue 
Based on the assumptions adopted for the purpose of this valuation, the owner of Maxwell forest 
is projected to receive a total net stumpage revenue of approximately $  3,472,000 in year 2018.   
 
This projected stumpage revenue is expressed in 2016 NZ dollar terms, and based on the projected 
yields, costs and log prices assumed in this valuation.  The harvest year is based on a weighted 
average date of maturity for the forest.   Harvest operations may commence sooner than, and last 
beyond, the year shown above.  
 
Yours sincerely 
PF OLSEN LIMITED 

 
JEFF SCHNELL 
Registered Forestry Consultant (NZIF) 

 
 
 
Disclaimer 
This valuation was commissioned by Roger Dickie (NZ) Ltd for the purpose of reporting in the individual 
partnership, or owner, accounts.  The valuation is not suitable for sale and purchase. 
 

The tree crop values calculated within this report are based on our assessment of current costs and future revenues. 
This assessment of costs and revenues is not a promise or guarantee by PF Olsen Limited that these will be realised.  
No promise or warranty is given pertaining to the accuracy or completeness of information supplied by Roger Dickie 
(NZ) Ltd, Forest Management NZ Ltd, or by third parties, except to the extent that this has been validated by PF 
Olsen Limited. 

 
This report is only for use by the entity that commissioned it and solely for the purposes stated above.  PF Olsen 
Limited, and its employees, shall have no liability to any other person or entity in respect of this report, or for its use 
other than for the stated purpose.  PF Olsen Limited and its employees accept no liability for indirect or consequential 
losses or damages arising from the use of this report under any circumstances.  
 
PF Olsen Limited is an independent forestry management and consulting company.  Our company relationship 
with Roger Dickie (NZ) Ltd is one of providing forestry services and advice on a fee and re-imbursement of costs 
basis.  The owners or employees of PF Olsen Limited have no interest in, or relationship with Roger Dickie (NZ) Ltd, 
Forest Management NZ Ltd, or the Partnership, apart from that listed above. 
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PF Olsen Ltd 
PO Box 1127 | Rotorua 3040 | New Zealand 
P: 64 7 921 1010 | F: 64 7 921 1020  
E: info@pfolsen.com | www.pfolsen.com 

 
 
18 March 2016 
 
 
Silks Audit Chartered Accountants 
PO Box 7144 
Wanganui 4541 
 

Little Waikare Forest 
Tree crop valuation 

 
As requested, we have assessed the fair value of the tree crop assets at Little Waikare forest owned 
by Maxwell Forest Partnership (Little Waikare).  The purpose of this valuation is for reporting in 
the owner’s annual accounts.  This valuation of the tree crop meets the NZ IAS 41 accounting 
standard.   
  
The tree crop market value is estimated as at 29 February 2016 at: 
 

$160,000 plus GST (if any) 
 

The current productive net stocked area is estimated at 59.5 hectares. 
 
This value estimate excludes the value of the land and the improvements thereon, other than the 
trees.  The value estimate does not include the contingent tax liability on the income arising from 
the sale of the trees, or the logs at maturity.  Also excluded are costs and revenues associated with 
subsequent crops, and any value from the costs and revenues arising from the option to join the 
Emissions Trading Scheme. 
 
Valuation methodology 
The market value of the tree crop is assessed by discounting a prospective purchaser’s future costs 
and revenues at a discount rate of 6.5%.  The discount rate is based on analyses of recent 
transactions in New Zealand, and therefore reflects the recent market for forests.  Future costs 
and revenues are expressed in real (2016) NZ dollar terms, exclusive of GST.   
 
The methodology adopted is described in the New Zealand Institute of Forestry (NZIF) Forest 
Valuation Standards (May 1999).  The valuation report presented here is a brief outline of the 
method adopted and the assumptions made.  It does not comply with all disclosure requirements 
contained in these standards.  The reader is referred to the full valuation report entitled “Roger 
Dickie (NZ) Ltd – Tree Crop Valuation – March 2016” for a complete description of the methodology 
and assumptions.  
 
Key inputs 
Net stocked areas and forest condition are based on current best estimates as provided by the 
forest manager, Forest Management NZ Ltd (FMNZ).  PF Olsen inspected a selection of forests and 
found that the forest information provided by FMNZ gave a fair representation of the tree crop 
growing in these forests. 
 
Future yields are projected assuming current best practice management.  Projected yields are 
based on measured starting points where data allows.  Measurement data has been supplied by 
FMNZ.  These data have been collected using industry standard methods and protocols. 
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Future operational costs are based on current industry standards, and have been benchmarked 
against contract rates prevalent over the past year.  Log prices are based on the average of the 
most recent three years to February 2016, as achieved at the ports in Gisborne, Napier and 
Wellington.  No real price increase is assumed.   
 
Tree crop value change analysis 
As part of this valuation, we have examined the impact of changes in the forest description and 
valuation assumptions used to assess the tree crop value relative to the value estimated last year.  
This is accomplished by calculating the marginal contribution to the total change in tree crop value 
from updating each of the key factors in sequence. 
  
Table 1:  Tree crop value changes since last year  
 

Change item Tree Crop Value (000’s) 

Tree crop value last year  314 

Update area 127 

Advance date one year 148 

Update yields 148 

Update costs 166 

Update log prices 156 

Update discount rate 160 

Tree crop value this year 160 

 
Area changes, if any, are mainly the result of remapping the stocked area during the year.   
 
Adding one year to the valuation date adds physical growth, and moves the forest one year closer 
to maturity. 
 
Yield changes, if any, are the result of new measurement data collected during the past year.   
 
The costs for tending, harvest road construction and cartage have all risen this year.  Changes to 
tending costs will only impact on forests with tending operations remaining.  The harvest-related 
costs of road construction and cartage have increased over the past year, as the costs of labour 
and capital have gone up.  In addition, demand for harvesting services has increased. 
 
Prices for pruned radiata logs have increased this year, while prices for other grades have dropped 
slightly, or remained relatively flat.   
 
We have reduced the discount rate applied in this valuation.  Evidence from recent forest 
transactions suggest that purchasers are applying lower discount rates in deriving tree crop values.   
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Harvest revenue 
Based on the assumptions adopted for the purpose of this valuation, the owner of Little Waikare 
forest is projected to receive a total net stumpage revenue of approximately $  1,089,000 in year 
2038.   
 
This projected stumpage revenue is expressed in 2016 NZ dollar terms, and based on the projected 
yields, costs and log prices assumed in this valuation.  The harvest year is based on a weighted 
average date of maturity for the forest.   Harvest operations may commence sooner than, and last 
beyond, the year shown above.  
 
Yours sincerely 
PF OLSEN LIMITED 

 
JEFF SCHNELL 
Registered Forestry Consultant (NZIF) 

 
 
 
Disclaimer 
This valuation was commissioned by Roger Dickie (NZ) Ltd for the purpose of reporting in the individual 
partnership, or owner, accounts.  The valuation is not suitable for sale and purchase. 
 

The tree crop values calculated within this report are based on our assessment of current costs and future revenues. 
This assessment of costs and revenues is not a promise or guarantee by PF Olsen Limited that these will be realised.  
No promise or warranty is given pertaining to the accuracy or completeness of information supplied by Roger Dickie 
(NZ) Ltd, Forest Management NZ Ltd, or by third parties, except to the extent that this has been validated by PF 
Olsen Limited. 

 
This report is only for use by the entity that commissioned it and solely for the purposes stated above.  PF Olsen 
Limited, and its employees, shall have no liability to any other person or entity in respect of this report, or for its use 
other than for the stated purpose.  PF Olsen Limited and its employees accept no liability for indirect or consequential 
losses or damages arising from the use of this report under any circumstances.  
 
PF Olsen Limited is an independent forestry management and consulting company.  Our company relationship 
with Roger Dickie (NZ) Ltd is one of providing forestry services and advice on a fee and re-imbursement of costs 
basis.  The owners or employees of PF Olsen Limited have no interest in, or relationship with Roger Dickie (NZ) Ltd, 
Forest Management NZ Ltd, or the Partnership, apart from that listed above. 
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Shipping 
 

Bunker rates have been 

oscillating around the 350 mark 

since the beginning of 2016. 

They appear to be stabilising 

into April with a small decrease 

of 5 basis points from last 

month.  

Source: http://www.worldbunkering.com/prices.asp  

The price of crude oil 

climbed to a three 

month high of just 

under USD 42 durning 

March.  However, the 

price has come back to 

USD 37.26, as of 8 

April.  

Source: http://www.nasdaq.com/markets/crude-oil.aspx 

The Baltic Dry, 

Supramax and 

Handysize Indices 

continue to 

strengthen.  

 

Source: http://www.pacificbasin.com/en/ir/industryinfo.php  

The shine certainly has come off the very low ocean freight 

levels seen in February, with most fixtures in March and 

April seeing an increase.  Although, the odd good deal has 

still been available depending on inbound vessel 

placement. A key reason for the lift in FRT has been less 

inbound cargo into NZ, such as PKE.  Again, there is no 

need to panic though, as FRT levels remain historically 

very low and should remain here for some time. 

 

 

 

 

 

 

 

 

 

 

 

Exchange 
  

Week ahead:  

It has been an 
interesting few 
weeks for the 
NZD/USD, with 
0.69 broken for 
the first time 
since mid-2015.  
Westpac were 
forecasting a sustained lift to the 0.7200 area during the 
weeks ahead. Fortunately this is yet to eventuate. 

3 months: 

Westpac expect the NZD/USD to reduce to 0.65 by mid-

2016, based on a 25bp lower OCR, a 25bp higher US Fed 

rate, and due to soft NZ commodity prices. However, a 

persistent rise in global risk sentiment would be an offset. 

1 year: 

The Westpac macro-economic based forecast for the 
year ahead is 0.62, based mainly on a lower OCR and a 
higher US Fed rate.  
 
Source: 
https://wibiq.westpac.com.au/wibiqauthoring/_uploads/file/New_Zealan
d/Strategy/2016/WF11Apr16.pdf 
 

Market Outlook 

Positives: 

Having just returned from China, there are some very 

positive signs in the market for the coming months.  April 

has seen increases in CFR pricing from the USD 110-

113 range in March to USD 115+ presently.   

The general feeling from buyers is that prices will 

continue to rise over the next two months, but may flatten 

or drop slightly in June as we head into the Chinese rainy 

season. 

http://www.worldbunkering.com/prices.asp
http://www.nasdaq.com/markets/crude-oil.aspx
http://www.pacificbasin.com/en/ir/industryinfo.php
https://wibiq.westpac.com.au/wibiqauthoring/_uploads/file/New_Zealand/Strategy/2016/WFO4Apr16.pdf
https://wibiq.westpac.com.au/wibiqauthoring/_uploads/file/New_Zealand/Strategy/2016/WFO4Apr16.pdf
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AWG prices remained at a very healthy level in April, 

despite increases in foreign currency and ocean freight. 

Domestic log prices have increased in China, offtakes 

remain high from the main Chinese ports, and inventory 

levels remain low.  All indicating a healthy market at 

present.   

Negatives:  

The NZD/USD exchange rate rose to 0.69 in late March, 

lowering slightly into April, but returning to 0.69 currently.  

This rise in FX has offset some of the CFR gains at wharf 

gate. 

Shipping rates continue to strengthen as less vessels 

become available on the NZ coast.  

Market Condition: 

The total outgoing volume from the main Chinese ports 
has increased to 69,000m3/day, an increase of 
approximately 4,000 m3 compared to 2 weeks ago.  This 
has contributed to an 83,000 m3 reduction in inventory 
levels to 3.3 million m3. 

Lower incoming volume (especially from North America) 
has aided in reducing stock levels.  However, as 
domestic log prices increase, buyers expect the offtake 
levels to begin decreasing.  Possibly resulting in an 
inventory gain. 

However, as long as the incoming and outgoing volumes 
match, the market could be on the upper trend even 
though the rainy season. 

While it is great to see prices rise to USD 115+, and 
possibly higher over the coming months, we remain 
cautious of prices being pushed too hard too fast.  As 
what goes up, generally does come back down. 

China housing price and start trend data continues to 
show an upswing, which is positive in the longer term.  
Indicated in red and green below: 

 

In larger cities, housing prices are rising sharply, but in 
middle-small sized cities there are a lot of unsold houses 
keeping housing prices relatively low.  

The Chinese Media Group, providing financial and 
business news has recently announced that the 
Manufacturing PMI is more positive than March 2015. A 
good signal of recovery in the Chinese macro market.  
 
April AWG Forecast: 

With a slightly firmer shipping market, higher FX but 
stronger CFR prices, we expect NZ AWG pricing to 
remain close to current levels into May.   
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