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Do you think there is a generally shared perspective amongst 
corporates, financial institutions, development practitioners 
and researchers on what sustainable finance means in relation 
to forests?

Key narratives on how to harness sustainable finance for forests

While “cash is king” and “money talks”, the importance of the 
financial sector for forests has often been overlooked in the past 
despite alarming deforestation rates and a clear need to better 
protect and manage forests worldwide. With NGOs campaigning 
against “dirty banks” driving deforestation in key hot spots such as 
the Amazon, it is no longer possible to ignore the connection of 
the two sectors. But change - at least in some parts of the financial 
sector - is on its way. Under the headline of “sustainable finance”, 
voluntary initiatives have developed in the financial sector and 
sustainable finance regulation in some parts of the world is emerging. 
At COP 26, 30 financial institutions such as banks, pension funds, as 
well as insurance and asset management companies committed to 
eliminate agriculture-driven deforestation from their investment 
and lending portfolios by 2025.
  
While these are positive signs, sustainable finance is yet a blurry 
term. Without academic research available, it is unclear how it 
connects to forests. That’s why we interviewed 51 experts from 
financial institutions such as banks and investment management 
companies, timberland and impact investors, international 
organizations, civil society organizations and academia. Most 
participants came from Europe, as one of the regions spearheading 
the development of regulation on sustainable finance globally. 

We found that 2/3 of interviewees agreed that there is no common 
understanding of what sustainable finance means in relation to 
forests. When asked concretely what the shared perspective is 
for those who answered with “yes” or “both”, we received very 
differing responses. This indicates that there is potential confusion 
on the topic itself even within the expert community. That’s why we 
decided to identify main narratives to see if there are any common 
threads and differences.
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Some forest and financial experts are sceptical about the potential to harness private finance for forests. The below drawing of narrative 1 shows in detail what 
the main issues are:



The current mainstream financial sector perspective is captured in narrative 2 on seeing mainly financial risks related to climate change, but not forests:  
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Deforestation risks are addressed by some financial institutions and civil society, as put forward in this narrative 3:  



While the financial sector is mainly concerned about financial and partially deforestation risks, forest and environmental experts are considering investment 
opportunities to enhance private finance for forests. Especially in the tropics, public finance is needed to enable private investments as illustrated in narrative 4:  
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Finally, for some experts, forests are already an attractive asset class, but more collaboration between sectors is needed to harness its potentials as indicated in 
narrative 5:



Further research and collaboration 
between sectors are needed

The 5 narratives express very different views on sustainable finance and 
forests along the following lines: 

Overall, these fundamentally different views create a complex narrative 
landscape under the surface of a widely shared “metanarrative” that a 
transition towards sustainable finance is per se desirable. However, there is 
disagreement on the extent, substance, and the way towards the envisaged 
transformation. Harnessing sustainable finance for forests, thus requires 
further integration work connecting the financial and forest sectors, and 
interdisciplinary research looking into the dimensions mentioned. Yet, it will 
also require acknowledging these different views and navigating sustainable 
finance related policies and projects through the narrative landscape.

For most experts in our study, there is no common 
understanding of what sustainable finance means 
in relation to forests.

Five narratives can be distinguished, differing 
strongly regarding several dimensions. These 
include varying risk-opportunity, private-public 
and forest-sustainability emphases.  

Strikingly different perspectives need to be 
considered in advancing policies on sustainable 
finance, including forests, as well as sustainable 
forest investments. 

Key messages:
Risks and opportunities are assessed differently by the 
experts, ranging from considering mainly financial and partially 
deforestation risks, to enabling and/or increasing forest 
investment opportunities in Europe and/or the tropics.
 
Some experts’ views on the role of public and private actors 
encompass strong preferences for private sector self-governance, 
while for others, more state regulation and sustainable public 
finance is desirable.

The sustainability of forests and forest investments is another 
key issue, where different forest and forest related activities and/
or investment approaches can be counted as sustainable finance 
for forests, according to the experts. 
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For more information on the results 
of our study, check out our YouTube 
video:

This work was carried out within the “New Ways for Forest Governance” (NewGo!) project of the European Forest Institute’s Governance Programme funded by 
the German Federal Ministry of Food and Agriculture (BMEL).
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How sustainable are your finances?
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https://www.youtube.com/watch?v=EjS_SZX80KU

