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ObjectivesObjectives

Citi s journey in the forest products sector

Developing a business & biodiversity partnership

Banking better forestry: requiring certification

Challenges in implementing a Sustainable 
Forestry Policy

From Risk to Opportunity



Citi s Journey in the 
Forest Products Sector

2002 Development of Anti-Illegal 
Logging InitiativeLogging Initiative

2003 Adoption of the Equator Principles

2006 Expansion of the Anti-Illegal 
Logging Initiative into a full Forest Logging Initiative into a full Forest 
Products Policy

2007 Launch of the Forestry & Finance 2007 Launch of the Forestry & Finance 
Program



Developing a Business & Biodiversity PartnershipDeveloping a Business & Biodiversity Partnership

Rainforest Alliance has been a key NGO 
stakeholder of Citi for many years

Rainforest Alliance is business friendly and not 
an activist organizationan activist organization

Rainforest Alliance s Smartwood program is 
recognized for forest certification expertise



Developing a Business & Biodiversity PartnershipDeveloping a Business & Biodiversity Partnership

In 2007, Citi and Rainforest Alliance launched the In 2007, Citi and Rainforest Alliance launched the 
Forestry & Finance Training Program

Full-day workshops were planned for Malaysia, Full-day workshops were planned for Malaysia, 
New York, and Brazil

Key component of the workshops included 
keynote sessions with clients in each region keynote sessions with clients in each region 



Banking Better Forestry Banking Better Forestry 

Risk Management at two levels:

1. CLIENT LEVEL:  Forest Products Risk 1. CLIENT LEVEL:  Forest Products Risk 
Assessment/ Annual Reviews

2. TRANSACTION LEVEL:  May also be subject to 2. TRANSACTION LEVEL:  May also be subject to 
broader Environmental and Social Risk 
Management (ESRM) Policy

CERTIFICATION REQUIREMENTS

Companies operating in high risk countries must 
commit to achieve certification over a period of 3-5 
yearsyears



From Risk to OpportunityFrom Risk to Opportunity

Merr ill Lynch Turning Trees 
into Money

Mar 11, 2008

PG&E to Fund Forest 
Projects

Feb 26, 2008
Britain s Woodland Sector:  

the New Hedge Funds

Mar 22, 2008



Assessing Biodiversity Business OpportunitiesAssessing Biodiversity Business Opportunities

Key financing considerations:  Key financing considerations:  
Type:  Lending or equity investments?

Credit enhancements MFI or ECA guarantees, tax credits, etc.Credit enhancements MFI or ECA guarantees, tax credits, etc.

Obtaining a credit rating

Debt-to-equity ratio

Key challenges:

Debt-to-equity ratio

Internal Rate of Return 15-20% needed for private equity

High cost of origination for international syndicated loans or bond 
issuancesissuances

Requires patient capital timber investments generally do not pay 
dividends for the first 10 years



Case Study:  Bosques Pico Bonito SrL

Three revenue streams:  

Case Study:  Bosques Pico Bonito SrL


