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Presentation FocusPresentation Focus
Economic structure of MNEconomic structure of MN’’s forest s forest 
land real estate marketland real estate market

Ownership structure of MinnesotaOwnership structure of Minnesota’’s s 
private forestsprivate forests

Implications of economic and Implications of economic and 
ownership structural changes on ownership structural changes on 
forest land usesforest land uses



Data Sources and MethodsData Sources and Methods

Data comes from Certificate of Real Data comes from Certificate of Real 
Estate Value (CRV)Estate Value (CRV)
–– completed at time real estate is transferred.completed at time real estate is transferred.

Includes all Includes all ““ armsarms--lengthlength”” forest forest 
land salesland sales
––Bare land only (no buildings)Bare land only (no buildings)

––20 acres minimum20 acres minimum

~ 8,700 forest land sales: 1989~ 8,700 forest land sales: 1989--20042004



Economic Structure of Economic Structure of 
Minnesota Forest Land Minnesota Forest Land 

MarketMarket



Mean and Median Sale Price Per Acre
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2004 Forest Land Sales: Price Per Acre
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Price AppreciationPrice Appreciation

MN forest Land values have MN forest Land values have 
increased more than 12 percent increased more than 12 percent 
per year since 1989.per year since 1989.

Even after adjusting for inflation, Even after adjusting for inflation, 
this represents a real price this represents a real price 
increase of more than 9 percent.increase of more than 9 percent.



Median Value by Size Class
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Price/Acre Variability by Parcel SizePrice/Acre Variability by Parcel Size
Smaller tracts command a Smaller tracts command a 
significant price premium. significant price premium. 

Per acre prices for larger forest Per acre prices for larger forest 
tracts (>200 acres) sold for about tracts (>200 acres) sold for about 
halfhalf the per acre price of 20the per acre price of 20--40 acre 40 acre 
tractstracts
((““ wholesale to retail discountwholesale to retail discount”” ).).

Price convergence: 20Price convergence: 20--40 and 40 and 
4141--100 acre tracts.100 acre tracts.



Minnesota Forest LandMinnesota Forest Land
Sale ActivitySale Activity
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MN Forest Land Turnover:  1989-2004
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Forest Land Sale ActivityForest Land Sale Activity
587,000 acres of forest land were sold in 587,000 acres of forest land were sold in 
Minnesota from 1989Minnesota from 1989--2004.2004.

1989: 26,000 acres sold.1989: 26,000 acres sold.

2004: 48,000 acres sold.2004: 48,000 acres sold.

From 1989From 1989--2004, forest land acreage sold 2004, forest land acreage sold 
increased an average of 4 percent per year.increased an average of 4 percent per year.

Forest land turnover averaged 0.52 percent Forest land turnover averaged 0.52 percent 
from 1989from 1989--2004; 0.74 = max annual turnover 2004; 0.74 = max annual turnover 
rate. rate. 



ParcelizationParcelization
Defined as Defined as fragmenting land ownership fragmenting land ownership 
into smaller blocks. into smaller blocks. 

Parcelization may not appreciably alter the Parcelization may not appreciably alter the 
physical integrity of the landscape (i.e., the physical integrity of the landscape (i.e., the 
landscape may still be forested), potential landscape may still be forested), potential 
adverse impacts include:adverse impacts include:
–– Economic viability of managing forests for Economic viability of managing forests for 

wood products.wood products.

–– Impacts to wildlife habitat.Impacts to wildlife habitat.

–– Reduced public access for outdoor recreation.Reduced public access for outdoor recreation.



Mean Parcel Size
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Number of Forest Land Sales
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Forest Land Sale Size (Percent)
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ParcelizationParcelization

Data suggests (but does not confirm) Data suggests (but does not confirm) 
parcelization is occurring. parcelization is occurring. 

Data only describes parcel after (not Data only describes parcel after (not 
before) the sale.before) the sale.

It was not possible to track the degree to It was not possible to track the degree to 
which forest land sales were the result of which forest land sales were the result of 
an owner selling only a portion of its an owner selling only a portion of its 
contiguous forest land holding.contiguous forest land holding.



ParcelizationParcelization
Further analysis is needed to assess Further analysis is needed to assess 
whether this increase in sales activity of whether this increase in sales activity of 
smaller forest parcels is the result of:smaller forest parcels is the result of:

–– Forest owners selling off a portion of a Forest owners selling off a portion of a 
larger forest land holding (which indicates larger forest land holding (which indicates 
parcelization is occurring).parcelization is occurring).

(or)(or)

–– Smaller forest tracts becoming a more Smaller forest tracts becoming a more 
dominant share of Minnesotadominant share of Minnesota’’s forest land s forest land 
sales market.sales market.



Ownership ChangeOwnership Change



Dist. Of Buyer Acreage
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Acreage Bought vs Sold (individuals)
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Ownership ChangeOwnership Change
Individuals sold 87 percent of all forest land. Individuals sold 87 percent of all forest land. 

Individuals bought 94 percent of all forest land.Individuals bought 94 percent of all forest land.

Individuals acquired more than 400 additional Individuals acquired more than 400 additional 
parcels and 38,000 acres of forest land than they parcels and 38,000 acres of forest land than they 
sold from 1989sold from 1989--2004.2004.

Implications  Implications  ---- Forest land may be:Forest land may be:
–– Less intensively managed for timber. Less intensively managed for timber. 

(e.g., land sold by forest industry)(e.g., land sold by forest industry)
(or)(or)

–– Converted to more intensive uses. Converted to more intensive uses. 
(e.g., land sold by land develop./investment (e.g., land sold by land develop./investment 
companies)companies)



Timber Management as a Timber Management as a 
Competitive Forest Land UseCompetitive Forest Land Use



MN Forest Land vs. Aspen Stumpage Prices
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Capitalization Rate
value of annual tree growth/median sale price per acre
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Timber Management as a Timber Management as a 
Competitive Forest Land UseCompetitive Forest Land Use

Because real estate price increases lagged Because real estate price increases lagged 
behind stumpage price increases, returns behind stumpage price increases, returns 
to forest management as a percent of land to forest management as a percent of land 
value increased through mid 1990s value increased through mid 1990s –– then then 
decreased as land prices increased.decreased as land prices increased.

Comparing annual timber rents to forest Comparing annual timber rents to forest 
land prices suggest forest management land prices suggest forest management 
was no less competitive in 2004 (med. sale was no less competitive in 2004 (med. sale 
price = $1,000/acre) than in 1989 (med. sale price = $1,000/acre) than in 1989 (med. sale 
price = $175/acre).price = $175/acre).
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