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A Word from the President:
Dennis Evans
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| have been pruning our walnut trees and trying to
release crop trees. Proper pruning improves the
quality of the tree and likely results in a higher
value. My goal is to have a minimum of 9 to 15-
foot butt logs free of defects. Please refer to a
Pruning Article written by member, Fred Crouse,
a few years ago titled: “Pruning Black Walnut for
Veneer” at our chapter website for more infor-
mation on the impact of pruning on log quality and
values. We have several articles at our chapter
website that are timely reading for this pruning
season. Pruning is one of the most important tasks
you can do to ensure high-quality trees if done
correctly and timely.

It’s a difficult decision to remove perfectly good
walnut trees to focus on higher quality trees
growing them to their maximum potential. | use
the crown competition factor (CCF) as one cri-
teria when deciding if a tree needs to be removed
from the plantation. The crown area of the tree
should be twice the diameter (converted to feet),
plus 5°. For example, if you have an 8-inch tree, it
will need 2|-feet of total crown area to have suffi-
cient leaf area for photosynthesis.

| recently visited with two walnut log buyers in
southwest Missouri, and they are reporting the
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walnut hardwood market is good. The average
price landowners are receiving is $1.40 to $1.80
per foot (Doyle scale) for walnut logs on the
stump. These prices are for unmanaged trees with
a lot of #2 common logs in the offering. High quali-
ty logs will bring more than the lower quality logs.
Our goal, as Walnut Council members, is to man-
age our forests to grow more higher quality logs.

A bill has been introduced in the Missouri House of
Representatives that prohibits the commercial sale
of five invasive species including the Calgary Pear
and Winter Creeper. As a member of the Walnut
Council, I fully support House Bill 1555. Please con-
tact your state representative and senators asking
for their support on this important legislation.

The Forest and Woodland Association of Missouri
(FWAM) is working on improving their relevance
for Missouri forest owners. FWAM is developing a
strategic plan and remarketing the organization. My
hope is that FWAM becomes a meaningful organi-
zation providing information on research, manage-
ment, and marketing for all forest landowners. |
envision the Missouri Chapter Walnut Council and
FWAM working together for the betterment of
Missouri’s forest and woodland landowners.

Watch for information about Beneficial Ownership
Information Reporting | FinCEN.gov

through the “Financial Enforcement Crimes
Network” that applies mainly to corporations,
foreign companies, and limited liability companies
(LLGCs). If this describes your business, plan to file
this form in 2024! Talk to your tax preparer.

Mark your calendar for the evening of April 19
and then Saturday, April 20, 2024, for our
spring meeting at the Paul and Lisa Heggemann
farm near Jonesburg, Missouri. More information
will be available in March. Topics will include white
oak and black walnut tree planting, management
and harvesting.

May the forest be with you,
Dennis
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ANATOMY OF AWALNUT SALE - A Plantation in a Portfolio
Matt Renkoski, Member, Missouri Chapter, Walnut Council

Most people grow and manage trees for more than one reason. Those reasons can include interests in
nature, love of outdoor activities, and a commitment to conservation. They also may consider the posi-
tive impact that owning woodlands can have on lifestyle and family. | had all those interests when | bought
an already established black walnut plantation in 1981. And this property has proven to be a nature won-
der for our family and friends. But from the start, | also thought of my walnut property as a financial
investment. And in this essay, it is from that perspective | would like to discuss a recent managed sale of
black walnut timber.

Before we get into Return on Investment (ROI), a little background on the property. It is a 30-acre bot-
tomland tract (Little Ridgeland Creek) in Moniteau County with mostly silt loam soils. According to the
NRCS “soil suitability index” (confirmed later in 2006) the planted area was well suited for eastern black
walnut planted in 1973 by the previous landowner. About fifteen acres were planted with Missouri De-
partment of Conservation (MDC) black walnut seedlings and another seven acres of larger native walnut
trees existed along the creek, ditches, and backwaters. The fifteen acres were planted in a twelve-by-
twelve foot spacing with excellent survival of the
seedlings. The former owner discovered that pruning
was a lot of work with no immediate income in sight
and put the property up for sale.

Buy -

| was recently out of college, had a good job and was
exploring ways to invest my earnings for the future. |
read an article in the “Missouri Ruralist” suggesting
black walnut timber could be a good long-term in-
vestment. So, | bought the property. At the time,
my knowledge of personal finance was minimal
Agronomy majors do not take many finance/
economic courses! My simplistic justification for this
purchase was it may be a wise retirement investment.

Our plantation, circa early 1980s.

Adult Education -
Independent of the walnut farm, | got married, started a family, and began thinking more about finances
and realized we needed to be more intentional about our investing choices. | started reading everything |
could find on stocks and bonds. | listened to experts on the radio and even became a regular watching the
Wall Street Week TV show with Louis Rukeyser on PBS. | happened upon an article in the Wall Street
Journal (WS)) (see below) that positioned black walnut as a high value commodity in high demand and
short supply. The WS§J
must know a good in-
estment when they see
one! Right?

_),&B THE WALL STREET POURNAL TUESDAY, APRIL 25, 1989

Walnut Trees Often Are Grown
) For a leferent Variety
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into the woods on slimmer leads,"
for what his: boss, Tom McMillal

e now know these
eturns are only feasible
ith good management
nd trees growing on
he right soils.
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Adult Education - Continued -

| learned most experts preach investing for the long-term view. | was glad to hear that since my trees were
about four inches in diameter! | became comfortable with terms like blue chip stocks, mutual funds, IRAs,
capital gains, and corporate/municipal bonds. When considering stock purchases, | began reviewing company
financial data like free cash flow, EBIT and profit margins. But | learned that other non-company issues affect-
ed stock performance going forward. Things like geopolitical events, inflation, consumer trends and interest
rates. The lesson was that tracking dependable data on individual investments and market trends could
increase your chance of a successful investment. Professional investors rely on lots of data to make decisions
on buys and sells.

At first, | used a well-known brokerage firm as an advisor and mostly invested in mutual funds they recom-
mended. | subscribed to stock-picking newsletters and was in an investment club. Through these newsletters
and the encouragement of a knowledgeable friend (who also owned timberland), | also became active with
individual stocks. Over time, with the onslaught of online technology and the entrance of low-cost trading
brokerage houses, | got moved away from my full-service broker and became my own investment manager. |
felt like | had become competent enough to make my own investment choices and execute the buys and
sells. My whole strategy was based on a long-term view, using data for decisions, staying invested, and being
diversified.

| bought into asset allocation and diversification and a balanced financial portfolio concept. Asset man-
agement is the mix of stocks, bonds, cash and other assets in your portfolio. History shows that the best
performing asset class varies over time. It is important to diversify with a mixture of asset classes to help
maximize potential returns while balancing your risk. Harry Markowitz, the guy credited with this concept
(Modern Portfolio Theory), won the Nobel prize in Economics in 1990. Markowitz showed that the key to
investment success is in deciding how much of your portfolio to put into stocks in the first place—and by
extension, how much to put into bonds, oil and gas, gold, commaodities, real estate and so on. Suddenly, |
could see how my walnut plantation fit into this portfolio as a long-term real estate/commodity
element. And because of the obvious reality that it takes a long time to grow a 25-inch DBH walnut tree, it
was also a Buy and Hold piece. | had already bought it, but eventually | would have to figure out when and
what process | would use for the Sell decision. That seemed a long time away back in 1990. But time flies,
unless you are pruning high walnut limbs in 20-degree January weather!

Hold... the keepers -

Meantime, back at the ranch, | was doing all the yeoman work it takes to grow a potential veneer tree. |
read all | could on managing black walnut trees for maximum timber quality. | bought a VHS tape on pruning
walnuts. My Missouri Department of Conservation-Division of Forestry resource forester visited and helped
confirm the need for pruning and thinning. | joined Walnut Council and through them obtained great refer-
ence materials. Material that helped make decisions on pruning, thinning, controlling fescue, and controlling
invasive species. | (with help from my brother-in-law) did all the pruning, bush hogging and thinning. | added
chain saws, pole pruners, and industrial size “OFF” tick killer cans to my tool shed.

Our sons, friends and other family members also helped with pruning and tree measurement. If you want to
find out if you have a true friend, have them prune walnut trees with a pole saw for a weekend! Since my
job/career had little physical requirements, | enjoyed the outside work in the plantation which only occurred
a few times a year.

With a good start on pruning and grass control, | started to look at the plantation as a mutual fund of hun-
dreds of stocks that now needed culling so only the best performers remained. In the 1990s, thinning was
the priority and while there were many good resources for guidance, | centered on the 1977 version of
“MANAGERS HANDBOOK FOR BLACK WALNUT” (General Technical Report NC-38) from the USDA

— Forest Service.

Continued on Page 4
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While the target trees/acre goals were clear, | needed to be more data driven with my trees to make the
best decisions around the Keepers and Culls. | split my property into ten zones and individually identified
and labeled trees. By this time, the native trees are also being managed. In 1993 my sons and | started col-
lecting data on DBH (diameter breast height) per tree, trees per zone acre, and numeric notes regarding
general tree quality (damage, straightness, and clear limb height).

Using a rotation plan, we were able to measure every tree individually in each zone every three years. In the
off years for any one zone, we measured five in that zone and applied those growth rates to the rest. That
way, every zone did have a representative number of trees measured EVERY year, just not every tree meas-
ured every year.

My oldest son, Ben, set up a spreadsheet that allowed

BEFORE THINNING us to manage the data and calculate comparative
Trees/acre  Average d.bh. growth rates. Simplistically, when there was a tough
(Number) (Inches) decision on which tree to eliminate, we used the DBH
First thinning 436 3.5 and the latest three-year growth rate to make the deci-
Second thinning 235 5.6 sion. We became more data driven than Jerome Powell
:?:i:“ﬂ:‘:;ig ' 13; 1§:T trying to fix inflation!
Fifth thinning o ;g'j Later we added a formula to the spreadsheet to esti-
FEE £ ] mate total board feet, and | used this to document a
AFTER THINNING basis calculation for tax usage in preparation for a sale.
Trees/acre  Average d.b.h. While the first utility of this spreadsheet was to assist
(Number) (Inches) in culling trees of little value, you will see later how the
First thinning 235 4.0 data also helped us make decisions on which trees to
Second thinning 121 62 include in our first real sale.
Third thinning 73 9.1
Fourth thinning 41 13.0 Over the years, we cut a few large native trees to make
;ﬁ‘egﬁmg 33 li'o beautiful two-inch walnut slabs. We now have several

tables in our family as a reminder of this woodland

experience. No monetary value attached, but still an

Thinning schedule from USDA importan.t part of the Return On Investment. We als'o
used a sizable number of the logs from culled trees in

the plantation (third and fourth thinning's) milled

with a portable sawmill. Unused barn-dried walnut

boards were sold online.

Forestry Handbook, 1977 using
an initial 12’ x 12’ tree spacing.

i

Our oldest son, Ben (right), and second
oldest son, Nick, ready to measure trees!
Circa 1999.

Continued on Page 5
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SELL... When to Sell in a Buy and Hold Strategy

After the first three stand reductions and occasional harvest of larger trees, we averaged about thirty-eight
trees per acre, but that number varied by zone. By 2018, our trees were between |7 and 27 inches DBH.
On the site, 27 to 28 inches DBH seemed to be where the growth slowed or stopped. Over the years, my
MDC foresters have strongly recommended there is no benefit to keeping trees after they stop growing. It
was time to make a SELL plan. | decided to make two commercial SELLs to help manage/hedge pricing
and other risks. The first one would be in 2023 (the fifth thinning) (refer to the table on page 4) and the
second and final sale will be approximately |5 years later in 2038. The first sale is to reduce the average
number of trees per acre from 38 to 23 with ONLY the highest quality trees remaining.

Using the data we collected the first sale would be trees that: 1) were of lower quality and were crowding
a more valuable tree, 2) were more than 20 inches DBH and in a vulnerable position (on a creek or ditch
bank) or had stopped growing, and 3) were good quality but needed to be removed to meet the 23 trees per
acre objective. In 2021, using the DBH and growth data, | identified and marked the targeted trees. Based
on forecasted weather, market trends, reducing damage to the field and optimum demand/price | scheduled
spring 2023 for this harvest sale.

INVEST... in a Trusted Advisor

Here is where | made a major shift in my strategy, and again, it was made because of financial experience.
At this point, | had been doing my own investing for decades and felt comfortable in the stock market. | am
comfortable with the risk that goes along with investing. | was in it for the long run and for most of my in-
vesting life had time on my side. Through prudence, hard study, and good fortune, | have been successful in
building a nice nest egg and, now that time is less on my side, | have shifted my balanced portfolio to fewer
stocks and more fixed income. A good job of saving and investing for 40 years has put our family in a com-
fortable financial position.

However, today, | no longer manage that nest egg alone. | now use a financial advisor. Why? Because | do
not feel nearly as comfortable with managing the issues/complications/tax implications of withdrawing mon-
ey from IRAs. | feel the same way about trusts and estate planning and charitable giving. Making money and
investing is one thing — hanging on to it and passing it on with minimum tax implications is another. | have
found a specialized advisor who can help me with RMDs, estate planning and tax management.

| had also been comfortable with managing my walnut plantation up to this point. But | was getting closer to
making and executing a SELL with my walnut tree investment. With blue chip stocks, they can be sold on
the open financial exchange/market. You do not need to find a buyer. You just push a few keys on the com-
puter, wait a few seconds and an unknown person/computer or entity grabs it at the market price you can
see on the screen. That is not true with timber. There is no New York Stock Market for standing wal-
nut timber. | decided | needed help from someone who: 1) knows the pricing trends of the walnut market,
2) is experienced, well known, and reputable, 3) who knows the potential buyers for my logs, and 4) has
the tools to quantify and market my timber to a prospective buyer.

| talked to three consulting foresters in my area and picked one who met my criteria. We toured the prop-
erty, and | shared with him the process | used to mark the targeted trees. | told him about my requirements
regarding logging and minimizing damage to remaining trees and the land. After the tour, he made some
good suggestions, and together we made a few changes/trades and added a few more trees to the sale. We
then signed a consulting contract to go forward. He came back to the property and marked trees being sold
with his paint (I used flagging earlier). Trees with paint were the final targets. He measured the board feet
by tree, and he sent out bid forms to his list of potential buyers. | liked the fact this consulting forester had
experience with all of the prospective buyers, plus we were using a time proven timber sale contract. This
made me feel more comfortable there would not be any surprises — financial or ethical.

Continued on Page 6
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After the bids came in, the forester and | reviewed and agreed on the winning buyer. Then we met with the
logger at the farm. | was satisfied with the price and the buyer paid 100% of the bid amount upfront. Also,
the sawmill involved sent a rep out to inspect the logs. | was there for most of the logging and oversaw the
work being done. The logger was conscientious, careful, and knowledgeable. Where possible, he was willing
to move treetops and limbs to places that work best for me. Today, six months later, you would not know
that there had been a timber harvest on our property. We got lucky. The weather was dry during the
entire harvest.

o

o

Photos Above & Below:

Typical downed trees from
our 2023 sale.

Photo Above: Logs
being inspected
by the buyer.

Continued on Page 7
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Management Decisions that Grew a Quality Portfolio

Pruning black walnut trees pays and the rate per hour of work
performed is well worth the investment. Our harvest bids :
reflected higher prices because we were selling standing timber
with 9’ plus clear butt logs and several of those trees were
veneer quality (See photo right). If we had NOT pruned this &
plantation our portfolio value would have been dramatically less.
We sold 12,000 board feet of black walnut timber in this select
cut timber sale.

Keys to making this type of investment profitable depend largely &
on decision making. This article focuses on black walnut, but Mis-|
souri grows outstanding white and red oak too. Plus, there ar
hardwood species that may be more suitable on your soils and
landscape position. In my situation, | purchased land with thej
plantation already in place. My decision was really one of does thi
stand of black walnut warrant continued intense management? If you
are establishing a plantation that situation introduces an

additional set of decisions and none of are made easily.

When and how to prune your trees followed by which trees and how t P al deci-
sions that must be made by someone. Either you become literate in managing fine hardwood trees or you
find someone who can and pay them a “management fee” to grow your investment under their guidance.
Regardless, these decisions are complex just as managing a typical investment portfolio is challenging.

4 At some point in time you, our heirs, or possibly a future buyer
‘of this land, must decide when and how to harvest or SELL

their” investment. These difficult decisions become a little easier
hen you are surrounded by individuals with similar questions
nd concerns. Joining Walnut Council and our Missouri Chap-

t very minimal expense! | find it interesting that my friends and
eighbors fret over their investments wanting to ensure their net
orth is increasing and not slipping away, yet woodland land-
downers too often fail to realize their portfolio in trees can be
srowing daily too. With proper care and management the value
; >f those trees can be substantial over time. Woodland landown-
ars may be willing to do more to manage timber if they viewed
rowmg timber as an Investment in addition to good forest

Our next timber sale will be the final sale completing the finan-
ial return on this investment. A harvest plan is already in place.
hat final timber sale for this plantation or stand will be the big-
=" gest contribution to the financial results of this investment. The

remaining trees will be the largest and most valuable trees on the
Photo Above: Veneer Log property. | am confident it will be a good financial return and
more than that, owning the property has delivered a lifetime
experience and enrichment in our family that goes well beyond
the financial aspects in ways | could not have possibly anticipated in 1981 when | bought the property. As
trees grow, they have a way of inviting you to grow alongside them!
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Collateral Benefits of Thinning Black Walnut

Photo Left: Our plantation site includ-
ed a few existing, native, natural regen-
eration black walnut trees. We made
several live-edge dining tables like this
from those trees.

For our family this sale was about more
than just the MONEY!

Photo Right: These dining
room tables were built by my

brother-in-law, Jeff Fishburn, in
December, 2013. The trees
were harvested from our farm
near Tipton, Missouri.
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