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1.   Executive Summary

Presentation Objective: Share experiences of 

traditional and innovative systems of financing 

sustainable forest management for the wide range of 

products and services provided by forests.

Goal:

Chart new initiatives and activities to strengthen future 

development in both regions.

Implement new and innovative finance mechanisms…….. 

……………………………………. right now ¡¡¡



2.   General Statistics
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2.   

General 

Statistics

0 100,000 200,000 300,000 400,000 500,000 600,000 700,000 800,000 900,000

Bolivia
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Ecuador

Peru

Venezuela

Forest Resources - 2000
Land area (1000 ha) Total Forest 1 (1000 Ha)

Percentage Area Forest Wood Wood

Country of Land Area Per Capita Plantations Volume in Biomass in

(%) (Ha) (1000 Ha) Forest 2 Forest 3

(m3/ha) (T/Ha)

Bolivia 48,9 6,5 46 114 183

Brazil 64,3 3,2 4,982 131 209

Colombia 47,8 1,2 141 108 196

Ecuador 38,1 0,9 167 121 151

Peru 50,9 2,6 640 158 245

Venezuela 56,1 2,1 863 134 233

1 Total natural and forest plantations.

2 Volume over bark of living trees above 10 cm diameter at breast height.

3 Mass of the woody part above ground, that includes the stem, bark, branches and twigs.

Source: FAO, 2001. Global forest resources assessment-2000. Main Report, FAO Forestry

Forest Area 2000



2.   General Statistics

R o u n d w o o d S a w n w o o d W o o d -b a se d W o o d Im p o rts E xp o rts

C o un try p ro d u c tio n 1 p ro d u c tio n p an e ls p u lp o f fo res t o f fo res t

(1  000  m 3 ) (1  000  m 3 ) p ro d u c tio n 2 p ro d u c tio n 3 p ro d u c ts p ro d u c ts

B o liv ia 2  8 56 34 7 12 35  5 14 28  46 2

B raz il 23 8  5 36 21 ,20 0 6  2 83 8 ,8 69 728  2 53 2  8 30  02 4

C o lo m b ia 9  9 59 59 9 2 07 2 09 415  4 46 1 42  82 9

E cu a d o r 6  2 63 75 0 1 96 2 270  9 31 95 ,21 3

P eru 1 0  2 65 55 7 56 234  3 16 93 ,90 5

V en e zu e la 5  0 34 50 1 3 02 2 68 190  8 98 98 ,27 7

1 . R e p res en ts  the  s um  o f w ood  fue l, in c lud ing  w ood  fo r c ha rc oa l, s aw logs  a nd  ven ee r logs ; pu lpw ood , round  a nd  s p lit  a

2 . R e p res en ts  the  s um  o f venee r s hee ts , p lyw ood , pa rt ic le  boa rd  and  f ib re  boa rd .

3 . R e p res en ts  the  s um  o f m ec han ic a l w ood  p u lp , s em i-c he m ic a l w ood  pu lp , c hem ic a l w ood  pu lp  and  d is s o lv ing  w ood  pu lp .

S o u rc e : F A O , Y ea rb ook  o f F o re s t P roduc ts , 2003 .

F O R E S T  P R O D U C T IO N  A N D  T R A D E , Y e ar 20 03



3. Traditional and innovative Finance 

Mechanisms 

Traditional Innovative Production Social Environmental Bolivia Brazil Colom bia Ecuador Perú Venezuela

Credit Lines and Project Financing **

Bank credit lines (including SME and micro-credits) X X X H H M L N

Targeted grants X X X X X H H M H M

Project loans grants from international agencies X X X X X H H M M M

Debt-related instruments (debt-for-nature swaps) X X L L L M M

Environmental and Forestry Funds
National forestry funds X X X X H H H H H

Environmental funds X X X M M M M M

Conservation trust funds X X H H M H L

Market Development Instruments
Forestry-based carbon offset payments X X M M L M L

Water resource use charges X X X M M H H L

Tradable development rights/extraction quotas X X X X X H M M H L

Tradable protection right payments X X H M M H L

Bioprospecting fees X X X M M L M L

Private Capital Instruments
Venture capital funds X X X M M L M M

Securitization X X (X) N N L N N
Guarantees (policy guarantees, forest business guarantees) X X X (X) L L L L L

Grants by Philanthropies, NGOs
Conservation grants X X X M M M M M

Research and development grants X (X) X X M M M M L

No reimbursable social development financing X X X L L L L L

Sustainable forest business development grants X X (X) M M M M M
Source: Inter-American Development Bank; Forest Financing in Latin America; Feb/2002

Key: X applicable, (X) applicable but with limitations High (H);   Medium (M);   Low (L);   None (N)

** Not available

Forestry Implementation

Financing Sources and Instruments for Forest Management Investments 

Based on "Estrategías y m ecanism os financieros

para la conservación y el uso sostenible de los

bosques" studies to the Am azon Region - Nov/06

Own Adaptation: Jorge Muñoz Nov/06



4. Finance Mean Conclusions 

and Suggestions **
HIGHLIGHTS

1. Not enough "finance mechanisms" to guaranty forestry activities and sustainable forest management

sfm; There is no only one recipe; Shall to consider multiple factors

2. Limited markets to the forest goods and very reduced markets to the forest services ¡¡¡

3. Financial disadvantages of the Forestry Sector such as the long time return vs. short time activities or

expectations of the bankers and the investors

4. Non acceptable guaranties ( rapidly convertible in cash) to financial sector from forestry activity.

SUGGESTIONS
1. Interinstitutional coalition and conciliation; including participation of private sector with an integral

proposal of a General Forestry Law which allows to modernize regulations for the forestry resources

management, conservation, and use, in line with the current needs of the different Sectors

2. Consolidate industrial forestry sector to access national and international markets with high quality

competitive products and well categorized forest services

3. "Bridge" mechanisms (equity investments, venture capital founds) to join unproductive forest

periods with finance sources expectations. Estimule international long-term private investment abroad

in the forestry sector 

4. Structure guaranty systems from forest sector.   Forest Risk Capital Funds   



HIGHLIGHTS
5. In terms of value and volume, inaccurate information about finance supply resources, just as, goals of

National Forestry  Programmes.   Does not exist National Forestry Plans Finance Strategies NFPFS

6.  Undervaluation of forests and timber

7. Inaccurate information about forest prices and markets in order to make investment and financing

decisions 

8. Forestry stakeholders ignorance about Capital Markets opportunities 

SUGGESTIONS
5. Budget financial resources vs. goals of National Programmes of Forestry. Development of The

National Forest Plans Finance Strategies NFPFS

6. Develop Models for Economic Valuation of forests and timber

7. Stimule and create National or Regional Private Forestry Register Offices to keep statistical and

trade information of the whole forestry activity; to be available to general public (e.g.. investors, banks) 

8. Attract domestic and foreign investment with the international technical co-operation to dynamize

the generation of Capital Markets opportunities  



HIGHLIGHTS
9. Finance and forestry sectors: Mutually strangers

10. General perception of high risk associate to the growing forest activity

11. Major financing to the forest plantations, passing over sustainable forest management sfm

12. Little contribution of the Forestry Sector to the Gross Domestic Product GDP :  < 5%

SUGGESTIONS
9. Promotion of Forestry into Finance Sector; A competitive strategy for funding to the Forestry Sector

10. Map of forest risks and coverages in order to minimize false perception; Prepare a programme on

forestry and environmental education and public information.

11. Consolidate environmental services collection and payment system as a financial mechanism to

support the development of the Forestry Sector, by means of the creation of a national environmental

services market

12. Integral promotion of wood and non wood for domestic consumption and for exports in

international events; Support to products marketing; Economic and fiscal benefits to the producers and

exporters.



HIGHLIGHTS
13. Economic advantages of other land use compared to sustainable forest management; occupation of

lands devoted to permanent forestry production

14. Legal uncertainty;  insecurity in relation to land tenure and illegal logging

15.  Payment for environmental forest goods and services do not included in Free Trade Agreements

16. Precarious monitoring, control y evaluation systems

SUGGESTIONS
13. A sectorial and cross-sectorial coordination mechanism; Generation of value added and

competitiveness improvement

14. Application of the Sustainable Forestry Development Strategy and implementation or reform to the

forestry law regulations under the basic principles of sustainable forestry management; Structure an

illegal logging prevention strategy; guarantee a proper implementation

15. Coordination of government participation at different levels and of society as a whole in the

planning and execution of its respective Free Trade Agreements

16. Private and Public Supervision and Control of Forest plans, programmes and projects.



5.   A successful forestry finance method 5.   A successful forestry finance method 

developed by Bolivia and Colombiadeveloped by Bolivia and Colombia

Loan = Bank
Alternative financing = Private Investors

Certificate of Deposit

Bank or Exchange

Warehouse



To The Investors

Innovative Mechanism of Investment

Risk / Portfolio Diversification

Competitive Profitability

Independent Risk Evaluation From Forestry Activity

Liquid Market “Paper”

Banking or exchange Safety and Trust 

To The Forestry Stakeholders

Competitive Cost

Permanent Cash Flow

Rollover

Don´t lose stocks

Wood is guarantee

Repo´s Advantages



6.   Forestry Securitization
Is the process of conversion of 

existing assets (any

commodity) or future cash 

flows into marketable

securities.

Securitization deals with the 

conversion of assets which are 

not marketable into

marketable ones.

Capital 
Markets:

Is the

alternative to

credit lines

or traditional

bank

resources



General Structure

Local 

Trust/

Trustee

ForwardForward contractcontract

ConstantConstant ValueValue; No ; No pricesprices

TrusteeTrustee

PaymentPayment GuaranteeGuarantee

PaymentPayment

RightRight CessionCession

of of ForwardForward

ContractContract

Forestry / Forestry / WoodWood

TradeTrade / / SawmillSawmill

EnterpriseEnterprise

PaymentPayment

Flow
Flow

of 
of Funds

Funds

““GreenGreen””

ValuesValues

INVESTORSINVESTORS

Timing

Investment Banking

Estructure
6 months

Values Term5 / 10 / 15 years



Finance and
Economics

Economic growth of 

developing countries and 

emerging markets

Canalize Finance and

Investment Funds

No maximum investment size

Low-cost for economy scale

and investment size

Innovative financing

mechanism

Forest

Securitization Benefits

Social 
Long-term private investment abroad

Build forestry acceptable guarantees

Explicitly covers and transfer risks

Link Forest Sector and Capital Markets

Long-term contracts = Safe Markets

Competitive products or services in 

local and world markets 

Remunerative trade conditions (market 

access, prices)

Carbon sequestration “included”

Directing fund flows to SFM

Use for: New plantation projects, joint 

venture, acquisition, expansion, 

modernization and restructuring of debt

Commercial strengths

Social development

More job

Open to all countries, 

involving beneficiaries and 

financing sources in decision-

making

Access to financing and 

financial stability



A lot of thanks ¡¡¡

Gracias en Thai

Muchas 
gracias ¡¡¡

Jorge Alexander Muñoz Sánchez
Investment Banking to The Forest

Latin America

And

Asia-pacific

aspresidencia@cable.net.co /   jalexms@yahoo.com

Celular phone in Colombia: 0057 312 376 7141


