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“Trying to be consistently not 
stupid” (Charlie Munger)

Avoiding screw ups pays better than continuous improvement.







Wairoa City Centre



Cows like the 
water



Trees like 
water too



Local Sawmills, we love 
your work!



The wall of wood



What's the competition doing?



Ill just give 
those a quick 
tidy up, they’ll 

come good.
Quality 
matters



Behavioural economics

Why do smart 
people do dumb 

things?

Thinking fast and 
slow, instinct or 

calculation?

Bias and rules of 
thumb, rules 
reduce bias

Rational 
investments, herds, 
charts, fashion and 

day trading

Cut your losses, 
ride your wins

Super forecasters 
adjust their 

forecasts as they 
learn (Bayes)





FOREST INVESTMENT FOR INDIVIDUALS 

Bert Hughes, Gordon Wong – Legal Services Director,  

ADVANTAGES AND DISADVANTAGES OF FORESTRY AS AN INVESTMENT 

Advantages 

• returns linked to international prices for forest products. 
• Ethical investment, clean water, sustainability 
• Environmentally sound renewable resource with low energy inputs, reduces CO2 
• investment in rural land. 
• wide time frame for harvest, 
• Versatility of end uses for forestry outputs diversifies risk. 
• Price of logs historically kept up with inflation.   
• demand for industrial wood is correlated with population and GDP growth. 
• taxation advantages, deductibility, and deferral of taxable income. 
• can be professionally managed. 
• Relatively free trade for forest products. 
• spreading risks in a balanced portfolio, with long duration. 
• Traditional investment, has not been undercut by rapid changes in technology  
• cashflow suits superannuation requirements. 
• tangible biological investment. 
• Recreation opportunities. 

Disadvantages 

• long term  
• income prior to maturity minor unless there are carbon credits. 
• requires expenditure during the establishment and tending phases. tending normally 

requires higher funding than establishment.  
• markets 25 to 30 years ahead are unpredictable. Market risks may be significant. Market 

returns are affected by demographics, substitution, input costs (including freight), forex, 
and economic growth factors. 

• Biological risk , New Zealand has research and border control to mitigate the risk. 
• Climatic risk, wind, snow and drought. Insurance can partially mitigate this risk.  
• Fire risk. Can insure against this risk. 
• Safety and enviro risk must be managed 
• Financial risk. taxation policy, financial circumstances of other investors and changes in 

the length of rotation due to market factors. 



STATUTES RELATING TO FORESTRY INVESTMENT 

The most important pieces of legislation relating to the involvement of consultants, advisors or 
promoters of forestry investment products are: 

Financial Markets Conduct Act 2013 (“FMC Act”) 

Financial Advisers Act 2008 (“FAA”) 

Anti-Money Laundering and Countering Financing of Terrorism Act 2009 (“AML/CFT Act”) 

 

FORESTRY INVESTMENT STRUCTURES 

Individual Ownership 

Unincorporated Forestry Joint Ventures 

Ordinary Partnerships 

Limited Partnerships 

Companies 

Trading Trusts 

SEPARATION OF ROLES IN FORESTRY INVESTMENT 

Promoters 

Investors 

Managers 

Consultants/ Auditors 

Supervisor 



LOCATION 

SITE CONDITIONS 

• Topography  
• Soils  
• Rainfall 
• Travel cost  

GROWTH AND YIELD CONSIDERATIONS 

G*E 

Growth models 

Yield prediction. 

Optimal rotation lengths  

Regime 

FOREST MANAGEMENT PLAN: REVENUE AND COSTS 

Cashflow Forecast 

Projected costs and returns conventionally expressed in current-day real dollars to remove the 
effects of inflation, changes from FMA now. 

Costs 

Revenue 

Generally, forestry investment projects evaluated on single rotation basis with residual land value 
at the end of the rotation if land purchased.  

The land should be described with characteristics which impact site productivity and operating 

costs.  

Some land currently in commercial forestry is unfit for purpose and the increase in risk 

coupled with a focus on directors’ liability is resulting in such land being retired from 

prudent commercial use.  

High quality forests with good management have less risk than average, while poor-

quality forests are extremely risky. 



FINANCIAL PERFORMANCE OF A FORESTRY PROJECT 

Cash flow projections  

Forest cashflows typically include; 

Promoters’ fees 

 capital for land,  

annual expenses, management, rates, insurance, maintenance, security 

periodic expenses, tending, mapping, stand records or measurement events.  

Income cashflows normally at the end of the investment as harvesting occurs followed by land sale.  

Projected financial performance of a forestry project generally expressed as the internal rate of return 

(IRR). The IRR of an investment is defined as that discount rate where the discounted costs and revenues 

sum to zero. It is the maximum projected rate of interest (before inflation) than you could afford to pay on a 

loan to fund the whole investment and break even. New FMA rules include inflation now! 

Provided all costs and returns are expressed in current day dollars, and costs and returns move similarly 

with inflation, then the rate of return (IRR) is a real rate – i.e. the rate which is expected to be achieved over 

and above inflation.  

IRRs can be expressed pre-tax or post-tax. Pre-tax IRRs are commonly used for comparison purposes. A 

product disclosure statement should allow an investor to sensitivity test the IRR under differing 

assumptions. IRRs are sensitive to: 

• log prices; 

• log yields by grade 

• total log volumes; and 

• Costs such as harvesting and road construction. 

A forestry investment should be well described with mapping and land descriptions, crop or stand records, 
a forest and land management plan, and detailed cash flow projections.  

Professionally managed investments should include annual audit of financial and physical assets as well as 
comprehensive annual accounts and reporting. 



FE Indicative Investment Cashflow
This from an existing MIS, but not intended as advice, just for purpose of this description







What else can 
you do in your 
investment?

(Catch and release, let him go now boy)



Log price negotiation



Control of commodity supply and sales.
Local markets are critical for added value, risk reduction

Have a range of customers, in a range of markets
Service export customers on ship or at their ports.

You don’t need your customers in your supply chain. 
Maintain our competency, and information flows

there are worse jobs out there……..

Sun Tzu, All men can see the tactics whereby I conquer, but what none can 
see is the strategy ...



• Adam Smith, 
“People of the same trade seldom meet 
together, even for merriment and diversion, 
but the conversation ends in a conspiracy 
against the public, or in some contrivance to 
raise prices.”





advice for those who haven't invested;
Don’t get sick
Don’t get old


