CENTER UPDATE

FROM THE

CENTER FOR FOREST ProbucTts MARKETING

Volume 5, Issue 1

February 1995

MARKETING WORKSHOP

Sponsored by
The Center for Forest Products Marketing
Virginia Forest Products Association
and
Hardwood Manufacturers Association
April 3-5, 1995

The Center for Forest Products Marketing will hold
its Marketing Workshop occurring the first week of
April 1995. Last year's course was an over-
whelming success and all participants recommended
further training in this area. Suggestions from last
year have been implemented, with an optional one-
half day being added to cover industry basics for
new personnel. The course will begin on Monday,
April 3 at 1:00 P.M. and end at 4:00 P.M. on
Wednesday, April 5. It will be held at the Marriott
Inn, Blacksburg, Virginia.

The course will be aimed primarily at new marketing
and sales personnel or employees who may be
unfamiliar with the forest products industry.
Emphasis will be placed on the basics of marketing,
characterization of the industry and its markets,
trends within the industry, salesmanship and sales
techniques, and strategies for success in our
competitive wood products industry. The optional
one-half day session will familiarize attendees with
the wide variety of products produced from wood as
well as their uses and raw material requirements.

Mark your calendars now! Registration ($225 for
employees of Center member companies and $325
for others) includes instruction and course materials,
continental breakfasts, and lunch on Tuesday and
Wednesday. Attendees are invited to stay for the

Center Membership dinner on Wednesday night and
the annual meeting on Thursday. Registration must
be made by March 15, 1995 and will be limited to
the first 30 people. A block of rooms has been
reserved at the Marriott Inn, Blacksburg, at a special
rate of $62 single and $69 double. Commercial air
service is available to Roanoke and transportation to
Blacksburg (approximately 40 miles) is available.

For further course information or a registration
package, please contact the Conference Registrar's
Office at Virginia Tech's Division of Continuing
Education (703) 231-5182. And remember, "An
investment in your employees is an investment in
your company's future.”

MARKET OVERVIEW

Can the Fed Make a Soft Landing
for Wood Products?

by
John Muench

Can you imagine yourself piloting an airplane on
final approach to the runway and trying to make a
good landing? Many people have done it
successfully. Why not you? But let's throw some
complications into the situation. First, the runway
scene you see through the windshield is not current.
It suffers a time delay of a minute or so. Moreover,
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I could complicate the scene even more by bringing
in international factors (maybe hostile antiaircraft
fire). But | think the metaphor suffices to illustrate
the difficulty of the Fed's job.

It is important for wood products manufacturers to
understand what motivates the Fed to change
monetary policies. That's because the Fed's
principal monetary policy tools, the federal funds
rate and the discount rate, directly affect short term
interest rates and, indirectly, long term credit rates.
The latter are especially important to wood products
markets because houses, furniture and many other
wood products are often bought on credit and, being
durable goods, their replacement can be postponed
until credit terms are more attractive.

n the past, waiting until inflation was evident
required the Fed to put on the economic brakes with
large changes in interest rates. Even then, it had to
defend its actions from political criticism. It was
accused of taking away the punch bowl just when
the party was getting good -- employment was
strong and businesses were making money. But the
results were the interest rate cycles so devastating
to producers of wood products and other durable
goods. This time, however, the Fed is trying to
preempt inflation by tapping the brakes -- making
small corrections and before their need is evident.
If it is successful in this approach, the chances for
smooth landing are good.

The Fed implements its monetary policy through its
influence on bank reserves. When it wants to slow
the economy, the Fed draws down bank reserves
and, thus, the ability of banks to make loans. It
does this with its open market operations, through
which it sells government securities to banks,
subtracting from the banks' reserve accounts. The
so-called federal funds rate, the rate at which banks
with surplus reserves make overnight loans to banks
that need to bring up their reserves to required
levels, is an indicator of the tightness of monetary
policy. The Fed's target for the federal funds rate
was raised six times in 1994.
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