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INTRODUCTION

Risk factors are central to any discussion in financial services. Global warming 
and climate change are existential risks for the planet’s ecosystem and must be 
considered in all global financial risk considerations as well as in all corporate 
risk evaluations. This is the key takeaway from Citigroup’s October 2019 report 
entitled Managing the Financial Risks of Climate Change. The report goes on to 
estimate that the global GDP effect could reach $44 trillion and the net impact of 
taking action should not have a detrimental effect.

Given this dire outlook we must use more than the standard tools and mindset. 
Beyond governments, corporations, entrepreneurs, NGOs and the UN, we must 
engage as many people as possible. Technology, including but not limited to 
Blockchain or better Distributed Ledger Technologies and crypto philosophy, as 
I posit here, must also be brought to bear in this battle. 

ESG (Environmental, Social and Governance) investments are a hot topic,  
indeed, it has been labeled the most significant investment trend of a genera-
tion. This trend has its roots in 2004; led by the UN and indeed supported by 
the Swiss Government it led to initiatives, for example, at the New York Stock  
Exchange called Principles for Responsible Investment (PRI) in 2006. Growth 
has been explosive.

Morningstar reports “The growth of environmental, social, and governance  
investing has been astronomical over the past few years. … [I]nvestments in 
European and U.S. ESG-oriented funds increased 44% between the end of 2014 
and the end of 2018, reaching a total of EUR 761 billion.” 
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Given this interest regulators and policymakers are naturally taking a hard look at the space 
to ensure these investments are safe. 

Morningstar notes the following three main issues being reviewed:

1. ESG regulation in investment management and advice  
This package includes amendments to the Markets in Financial Instruments Directive 
(known as MiFID II) and the Insurance Distribution Directive that would require advi-
sers to establish their clients’ ESG preferences during suitability assessments. 

2. ESG regulation in disclosure and governance   
Stakeholders should have access to a gamut of information, including a product’s 
approach to sustainability in its selection of investments, if and how its managers en-
gage with their investee companies, how managers vote on shareholder resolutions, 
and how a product performs against its objectives.

3. ESG regulation toward a sustainability investment language  
Without a level playing field, it can be difficult for investors to compare products and 
determine what constitutes a sustainable investment. Worse, this lack of standardi-
zation heightens the risk of green-washing, where products might exaggerate their 
ESG credentials. 

Blockchain or other distributed ledger technologies are well suited to support the latter two 
initiatives by providing tamper proof data sources and transparency, for example. 

The strong appetite for ESG investments over the last years has come primarily from the 
baby boomer generation as they are the most aggressive investors. But that situation is 
about to change. As PWC notes we are on the cusp of a transfer of wealth to Generation X 
and millennials.1 This $30-trillion estimated transfer will come with many changes over the 
next decades. Furthermore, these two, younger generations are technically savvy having 
grown up with computers and smart phones, as digital natives. Moreover, they are early 
adopters of new technology like Uber and challenger banks more than their parents.

But here again is another twist in the story. A 2017 survey by broker-dealer Legg Mason 
Investor Services notes that 85% of millennials say they have a conservative risk tolerance. 
Of that total, 52% identify as “very conservative.” This is very different than a third of the baby 
boomer investors surveyed by the firm who said they would describe themselves as “very 
conservative.” 

This divergence is reasonable given that these later generations have witnessed the impact 
that the dot com crash and the global financial crisis of 2008 had on their parents. Likewise, 

1 Link to the study: https://www.pwc.ch/en/publications/2018/new-ecosystens-in-wealth-management.pdf
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the current reality of global warming (the human impact on climate), climate change (the 
earth’s evolution) and the implications for the future means that many in those generations 
see these as a vital topics to address. Indeed, the older generation’s awareness of these 
issues has driven investment in ESG for both the future of the planet and returns on their 
investments.

As digital natives, technology developments have also had a powerful impact on the two 
younger generations. The concurrent timing of the rise of crypto technology, the smart phone 
and the digital disruption of banking and other sectors so prevalent today will continue to 
transform the day to day interactions and dependencies of these generations.

By 2019, these streams (technology and global warming) have matured and converged due 

 ▶ to awareness and investment, 

 ▶ to the myriad well-funded acceleration and innovation programs around the world, 

 ▶ to the enabling of individuals toward self-directing decisions around investment and 
money management and,

 ▶ to the implementation of crypto driven themes.

Crypto has elevated the opportunities for transparency and digitization and more generally 
personal empowerment and community. Let us reflect on these themes in the world of fo-
restry. Tokenization of currency (not a new idea), gold, real estate, collectables, social credit 
and others, with so the many articles and projects launched is a hot topic. Tokenization 
broadens the long-term investment options of today with the digitization of physical assets 
via technology – offering transparency, democratization and liquidity where it was not avai-
lable. These three features can unlock the value of forests for ESG and for impact investors. 

FORESTS

When most people think about investments, owning sustainable forests as a means of 
growing wealth reliably over time does not usually come to mind.  Yet there has been growing 
recognition among investors, that forests offer some unique benefits, which include real, 
stable returns over the long term that are largely uncorrelated with more traditional assets 
such as stocks or bonds. 

While gold has long been recognized as a “defensive asset”, in recent years sustainable 
forests have also started to gain the prominence. As “real” assets, both tend to protect inves-
tors’ wealth from the twin threats of economic downturns and inflation. Forests, however, are 
also near-perfect assets for the environmentally conscious investor, since photosynthesis 
naturally occurring during the growth process takes carbon out of the atmosphere as the 
trees grow – both in size and economic value.
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THE PROBLEM WITH SUSTAINABLE FORESTRY

Despite the obvious benefits, however, very few people own any forests at all as part of 
their investment portfolio. Those that do, acquire these assets either via inheritance or by 
committing large sums of money – typically more than 5 million euro. Then there is the incon-
venience of having to wait for decades for the forest to reach maturity with little opportunity 
for liquidity before maturity.

These factors have traditionally served as barriers to entry, thereby limiting forest ownership 
to governments, institutions, and a very narrow class of high net worth individuals. This 
further limits growth, interest and liquidity in the asset class. A further barrier has been the 
high transaction costs between the people who own the forests and those who manage it.

Studies have shown that returns from forest assets tend to come primarily from biological 
growth (the two other drivers being land and wood price appreciation), yielding an approxi-
mate rate of 3-4% per annum. After taking into consideration relevant fees for estate mana-
gers, administration and financial intermediaries – investors are effectively left with less than 
1-3% per annum.

Prohibitive transaction costs in the forest investment sector have come in many forms  
including: 

1. The acquisition of forests, 

2. The difficulty in understanding the drivers of returns, 

3. The opaque processes for investor reporting, reselling,   
and in capital returning post-harvest, 

4. And finally the use of questionable marketing tactics and governance standards.

BLOCKCHAINS AND FORESTS: A NATURAL FIT

While maintaining a skeptical view of some of the wilder claims of Blockchain’s impact, there 
is conviction among some early stage businesses that there are opportunities for Blockchain 
impact with investment in forests. Especially, in the broadly described “Natural Capital” sec-
tor – blockchains could be a true game changer.

On one hand, Forests represent indisputable real value for people – in economic, social 
and environmental terms. More importantly, however, they are real assets that grow in a 
predictable way over time – and have a multitude of uses in everyday life.
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On the other hand, studies surveying a diverse array of investors – spanning a wide range of 
objectives, geographies and professions – clearly indicate that there is a latent, potentially 
large pool of untapped “Conscious Capital”, people who express a latent dissatisfaction with 
the status quo of alternative investments, where they are made to choose between doing 
well for themselves and doing good for others, or indeed the environment. “Conscious Ca-
pital” wants to marry profit with purpose – and often would like to do so in a measurable, 
tangible way.

With an interested pool of investors and the rising tide of ESG investors in general, toke-
nization of forests offers an opportunity to serve this demand for this asset class. While 
tokenization itself is not the complete solution, it does serve as the first step on the path 
to removing the barriers that have caused these assets to underperform their potential – 
including large tickets, illiquidity, and poor asset governance stemming from poor visibility. It 
makes ownership small and accessible enough to make a difference when put in the hands 
of this growing class of Conscious Capitalists, or as some prefer, Impact Investors.

As in any digital transformation project, technology, in this case crypto technologies can 
minimize intermediaries, streamline contracts, simplify auditing of activities and reduce 
transaction costs. Blockchain becomes the engine for moving value securely among the 
broadest base of investors. This ultimately ensures that the maximum proportion of returns 
go back to who they should fundamentally belong to – forest owners. 

Blockchains provide a ready, transparent and economic infrastructure for radically lowering 
transaction costs between owners and managers – if not eliminating them entirely. Thereby 
empowering new and dormant class and communities of “Conscious Capitalists” who ge-
nuinely think and act like owners – both economically and psychologically. 

In other words, the democratization of forestry investments worldwide utilizing blockchain 
technology could enable an influx of capital into the sector, helping to plant millions more 
trees and combat global warming and climate change – essentially letting investors “save for 
their future, whilst saving the future”.

ESG investment is a large and fast-growing trend of which forests are a small part. Forests 
are however a special combination of uncorrelated investment diversification, use, CO2  
sequester and steady long-term growth. The costs associated with this investment can be 
dramatically minimized with the use of crypto technologies.

By engaging in both a top down manner via government regulation and corporate action 
and a bottom up approach via Distributed Ledger Technology and entrepreneurship, we can 
include all people on the planet to solve this existential challenge.
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