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Market conditions and structural challenges  
facing the timber industry

 
The economic situation of the timber industry in the 
DACH region is largely shaped by the ongoing weakness 
of the construction sector. The rise in key interest rates 
from 0.0% to as high as 4.5% since 2022 has significantly 
undermined the economic viability of construction pro-
jects. Combined with high construction and property 
costs as well as regulatory uncertainties, investors, pro-
ject developers, and builders are less inclined to invest. 
The decline in construction projects has a delayed but 
long-term impact on demand for wood products.

At the same time, the industry is facing significant cost 
pressures. Although energy prices have fallen from their 
peaks in some cases, they remain at a structurally higher 
level than before the energy crisis. Particularly energy-
intensive production stages (sawmills, wood-based ma-
terials industry) are consequently facing permanently 
reduced margins. Added to this are rising labor, logistics, 
and financing costs, which can only be passed on to a 
limited extent in a highly competitive market.

In addition, uncertainty regarding the availability of raw 
materials is growing. Environmental disasters lead to a 
surplus of timber supply and downward pressure on pri-
ces in the short term, but increase the risk of structural 
shortages in the medium to long term. This high volatility 
makes reliable production and investment planning con-
siderably more difficult.

Regulatory complexity continues to grow. The EU Defo-
restation Regulation, stricter sustainability and reporting 
requirements, as well as inconsistent national building 
codes, increase the administrative burden and create ad-
ditional barriers to market entry. For small and medium-
sized enterprises in particular, this ties up management 
resources that are urgently needed for operational and 
strategic matters.

The situation is exacerbated structurally by the ongoing 
shortage of skilled workers. Despite declining capacity 
utilization, many companies are retaining staff to safe-
guard expertise and remain capable of acting should the 
market recover. In the short term, however, this puts 
pressure on the cost base and reduces adaptability. Ove-
rall, this creates a market environment characterized by 
high uncertainty, a widening gap in economic perfor-
mance, and increasing pressure to transform.

Strategic implications and  
restructuring leverage

 
Against the backdrop of current market disruptions, the 
strategic flexibility of many companies in the timber in-
dustry is significantly limited. Short-term improvements 
are no longer sufficient to ensure economic stability. 
What is needed is a comprehensive restructuring

  

approach that consistently integrates financial, operatio-
nal, and strategic measures and aims to achieve a sustai-
nable stabilization of the business model.

In the short term, the focus is on securing liquidity. 
Robust, rolling liquidity planning forms the basis for 
further decisions. Significant potential lies in working 
capital, particularly in reducing excess inventory of 
roundwood, semi-finished goods, and finished products.  
In addition, proactive management of payment terms, 

Context

The timber industry in the DACH region is currently ex-
periencing a period of extraordinary economic strain, 
the intensity and complexity of which far exceed tho-
se of traditional economic cycles. This is because the 
industry is simultaneously facing a weak construction 
sector, structurally higher costs, increasing regulato-
ry complexity, and long-term uncertainties regarding 
the availability of raw materials. This convergence of 
multiple crisis dimensions not only makes it difficult 
to stabilize earnings in the short term but also fun-
damentally calls into question many business models.

In particular, the industry’s reliance on residential and 
commercial construction makes large parts of the 
timber industry vulnerable to macroeconomic shocks. 
Rising interest rates, high construction costs, and a 
notable pronounced reluctance to invest have led to 
a significant decline in building permits and project 
starts. This development is affecting production struc-
tures that in recent years were designed for growth, 
high capacity utilization, and economies of scale. The-
se structures lack flexibility and can only respond to 
the changing market to a limited extent.

Compounding this issue is the strong interdepen-
dence among individual stages of the value chain. 
Fluctuations in prices and demand are passed along 
the chain with virtually no delay, while the core indus-
trial segment – comprising sawmills and engineered 
wood manufacturers – often has to bear the brunt 
of margin compression. At the same time, long-term 
supply relationships, contractual obligations, and so-
cial responsibility toward employees prevent a rapid 
adjustment of cost structures.

Despite these challenges, the timber industry has 
structural strengths. The growing focus on sustainable 
construction, CO₂ reduction, and industrial prefabrica-
tion ensures that wood will play a central role in the 
long-term transformation of the construction sector.

This white paper examines the current economic situ-
ation of the timber industry in the DACH region, analy-
zes the key challenges, and identifies the restructuring 
and transformation strategies needed to proactively 
navigate the current market phase and ensure long-
term competitiveness.



 

Market Drivers in the Value Chain

investment priorities, and financing structures are beco-
ming increasingly important to secure financial flexibility 
and maintain the confidence of investors.

At the same time, measures to improve margins are ne-
cessary. The current market situation calls for a critical 
review of product and customer portfolios, as not all 
volumes are economically viable under the existing cost 
structures. Key drivers of profitability include a focus on 
higher-margin products, a reduction in product variety, 
and the consistent passing on of costs wherever the mar-
ket allows.

Operationally, the focus is on industrial performance. 
Effective approaches in this regard include energy ef-
ficiency programs, process optimization, and increased 
automation. At the same time, aligning capacity with 
actual demand often involves challenging organizational 
and cultural decisions, particularly in the context of small 
and medium-sized enterprises with structures that have 
evolved over time.

Beyond operational stabilization, strategic direction is 
becoming increasingly important. The current crisis is 
accelerating structural consolidation within the industry. 
Financially strong companies are using the situation to 
pursue acquisitions, partnerships, or vertical integration 
in order to achieve economies of scale, enhance supply 
security, and reduce dependence on individual market 
segments. 

For less integrated market participants, exploring al-
ternative strategic options – including partnerships 
or a targeted niche focus – is becoming a priority.  
In the long term, the ability to adapt determines a 
company’s competitive position. Investments in automa-
tion, digitalization, and industrial prefabrication are key

prerequisites for increasing productivity, mitigating the 
shortage of skilled workers, and sustainably improving 
cost structures.

Today, restructuring should be viewed as an ongoing 
management process. Early transparency, clear priori-
ties, and a consistent organizational focus increase the 
chances of emerging stronger from the current econo-
mic cycle.

Conclusion and outlook

 
The DACH timber industry is undergoing a period of 
profound structural adjustment. In the short to me-
dium term, a rapid return to previous levels of growth 
and margins is not expected. The combination of a weak 
construction market, structurally higher costs, regulatory 
complexity, and uncertainties regarding the availability 
of raw materials will continue to weigh on the indust-
ry. At the same time, long-term prospects remain intact. 
Sustainability requirements, rising demand for afforda-
ble housing, and industrial transformation clearly point 
to wood as a key building material of the future. How-
ever, the primary beneficiaries will be those companies 
that stabilize their economic footing, actively adapt their 
structures, and sharpen their strategic positioning.

The current market phase is thus having a selective effect: 
it is separating robust, adaptable business models from 
those that will no longer be able to meet the industry’s 
structural requirements in the future. For stakeholders in 
the local timber industry, this means recognizing restruc-
turing as an active process of shaping the future. Early 
action and consistent prioritization are crucial to mitiga-
ting risks and capitalizing on opportunities.
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Haselhorst Associates is one of the leading restructuring consultancies in Germany and part of the growing 
H&Z Group. The team of around 35 internationally experienced consultants and partners develops tailor-made 
solutions for its clients: from analysis through project planning to implementation. In addition, Haselhorst 
Associates supports municipalities, utilities, and companies in their strategic positioning as well as operatio- 
nal implementation around urban transformation. A central instrument of this work is the annually prepared 
Smart City Ranking, which provides a comprehensive and well-founded data basis for the development of the 
400 largest cities in Germany.
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sociates since 2020. The graduate industrial engineer 
has previously held various concept and management 
roles as a director in the restructuring of industrial com-
panies with assignments in Europe, the USA and China. 
His focus is on operational restructuring and reorgani-
zation, in CRO and team mandates and as COO within 
restructuring. Before joining Haselhorst Associates, he 
worked as a consultant in the operations environment 
and as a plant manager in medium-sized companies.
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