7.5

Inflation rates

General inflation rate: 5%

Pulpwood inflation rate: 3%

Sawtimber inflation rate: 9%

Guiding rate: 4%

Todays prices

Pulpwood: $15 / cord

Stumpage: $150 / MBF

Yields

Age 20:


Pulpwood, 20 cords, $300 (at today's prices)

Age 30:


Pulpwood, 10 cords, $150 (at today's prices)


Sawtimber, 20 MBF, $3,000 (at today's prices)

Present value of pulpwood harvest

Use equation (7-xx), with r = 0.04, k = 0.05, and p = 0.03


20-year harvest 


V0 = [(($300)(1.0320)) / ((1.0420)(1.0520))]


V0 = [(($300)(1.806)) / (5.8137)]


V0 = $93.19


30-year harvest


V0 = [(($150)(1.0330)) / ((1.0430)(1.0530))]


V0 = [(($150)(2.427)) / (14.018)]


V0 = $25.97

Present value of sawtimber harvest

Use equation (7-xx), with r = 0.04, k = 0.05, and p = 0.09


30-year harvest


V0 = [(($3000)(1.0930)) / ((1.0430)(1.0530))]


V0 = [(($3000)(13.267)) / (14.018)]


V0 = $2839.32

Total net present value = $2,839.32 + 25.97 + 93.19 = $2,958.48

