
 

 

Current and Ongoing Supply and Price Increase Issues Overview 

Good morning everyone, 

 As many of you will already be aware, the building and construction industry is facing 

unprecedented supply issues and price increases. Unfortunately, these issues are not going to 

improve in the foreseeable future and I would like to take this opportunity to provide some clarity 

behind some of the reasons for the supply disruptions and price increases we are facing now and 

into the future.    

Government Stimulus Package 

 The Federal Governments HomeBuilder stimulus package to boost the building and 

construction industry during the current Covid pandemic has been a welcome one and has 

certainly had the desired effect. Most construction firms and builders are reporting massive 

increases in building contracts and many are struggling to keep up with the demand. To compound 

the relatively positive problem of keeping up with demand is the product supply issues and 

consequent price rises that have arisen from a plethora of past and current problems in the supply 

chain. 

Supply of Products 

 To keep this short and to the point, I will talk about the supply issues around the timber 

industry, though these issues are not limited to the timber industry alone. This applies to virtually all 

industries that supply the building and construction sector. 

 Australia produces about 75% of the structural timber we consume domestically. The other 

25% is imported from Europe and New Zealand among others.  

 The Australian market for timber is minute in comparison to markets such as China and the 

US. As an example, what we consume in pine framing in a month, the US consumes in one day. 

Also, domestic timber prices in larger markets have more than doubled in the past year, so this has 

driven demand for import product into the larger markets such as the US and subsequently most of 

the imports that Australia relied on are going to these larger markets. This is the old adage of 

supply and demand at play here. 

 Our mills here in Australia have ramped up production with extra shifts and infrastructure 

upgrades in order to combat the increase in demand, but simple maths tells us that the demand for 

timber is well above what we are able to produce. 

 Our suppliers are doing the best they can to secure imported timber, but because of the 

worldwide demand for timber it is becoming more and more difficult to achieve this. Even securing 

a container is not a guarantee that it will land in Australia. If the wholesaler receives an offer from a 

larger market, they will divert the goods there. The general consensus in the industry is that supply 

is only going to get worse before it gets better.  



 

 

Price Increases 

 Unfortunately, price increases go hand in hand with supply and demand. We are seeing 

unprecedented increases across the whole supply chain of the building and construction industry. 

Currently in the timber industry we are seeing on average increases of 10-15% every one to two 

months. Below is a visual depiction of what $50k worth of lumber in the US could build in 2020 

compared to 2021: 

 (Supplied Natbuild) 

 This portrays a very similar trend happening in Australia caused by the import supply 

issues. We are doing our best to purchase smart in order to keep the price increases to a 

minimum, but the cost of timber products is increasing therefore we will inevitably have to pass 

these costs on. When or if the industry will go back to some sort of normality is anybody’s guess at 

this stage.  

  

 



 

 

In Summary 

 People can only borrow so much to build. For example, if you borrowed a maximum $500k 

for a new build and because of increase in demand from the stimulus it takes your builder six 

months to start the build, at current rates build material costs could potentially have gone up by 30-

40%, maybe even more. This very quickly becomes cost prohibitive to build because you cannot 

borrow anymore money to cover the extra costs. On the builder’s side, the contracts have to allow 

for the increase in cost and therefore producing pricing that will price many consumers out of the 

market. 

 I therefore believe it will be the consumer that will dictate where our industry will be in the 

coming months and year.  

 I hope this goes some way to help to explain the very volatile and fluid market our industry 

is dealing with at the moment. Please feel free to reach out to me if you have any questions or 

would like to talk more about these issues we all face. 
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