PROGRESS ON THE NEW YORK DECLARATION ON FORESTS

Accelerating finance to 57

reduce forest emissions



Provide support for the development and
Implementation of strategies to reduce

forest emissions

Ending natural forest loss will require
significant new sources of finance as well
as the greening of existing flows.

Goal 8 of the NYDF calls for the global community to
provide support — specifically financial support — for
concerted efforts to reduce greenhouse gas emissions
from forests.

Estimates of finance needed to

. Current international and domestic
funding averages only USD 2.4 billion -
- per year. This compares to over USD 10 billion
per year that has been spent on agriculture and forestry
subsidies by deforestation countries since 2010.
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Sources:
Source Notes
Global climate finance
Climate Policy Initiative (2019) Global Landscape of Climate Finance 2019. Available at  https://www.climatepolicyinitiative.org/publication/global-landscape-of-climate-finance-2019/. 

Forest finance to date
2020 NYDF Goal 8 Assessment
USD 20.2 billion in public finance for forests has been committed to deforestation countries since 2010 (Figure 1).  An estimated USD 5.4 trillion is needed to reduce emissions from tropical deforestation by just under a third by 2050, suggesting to date only 0.4 percent of these financing needs have been met. Fischedick, M., Schaeffer, R., Adedoyin, A., Akai, M., Bruckner, T., Clarke, L., et al. (2011). Mitigation Potential and Costs. In O. Edenhofer, R. Pichs-Madruga, Y. Sokona, K. Seyboth, P. Matschoss, S. Kadner, et al. (Eds.), Renewable Energy Sources and Climate Change Mitigation (pp. 791–864). https://doi.org/10.1017/CBO9781139151153.014.
Grey financing in the form of government spending for agriculture and forestry in countries with significant deforestation is estimated at USD 135 billion since 2010.

Forest finance needs 
2021 NYDF Goal 7 Progress Report. Climate Focus calculation of needs based on Benson, S., Gilks, H. & Gent, D. Nature for Net Zero: consultation document on the need to raise corporate ambition towards nature based net-zero emissions. (2020); NYDF Assessment Partners. Goal 8 assessment: Providing finance for forest action. (2020); Environment, U. N. State of Finance for Nature. UNEP - UN Environment Programme http://www.unep.org/resources/state-finance-nature (2021).
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Seven years after the NYDF was launched, there remains a pressing
need to redirect harmful “grey” investments into forest-positive
activities. 175

International
finance for

Around the world, vast quantities of money remain 150 agriculture
invested in activities that have potential to drive
deforestation and forest degradation (grey finance). 15

Green finance, on the other hand, refers to
investments aligned with objectives for the
conservation, protection, or sustainable use of
forests. 75 Domestic

finance for
agriculture

Grey finance can be ‘greened’, through the and forestry
introduction of safeguards and zero-deforestation >0
investment policies, but systemic barriers that must

first be overcome include perverse economic 25
incentives, weak governance of forest resources, and

limited transparency in the finance sector.
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Grey vs. green international and domestic
finance for forests between 2010-2019



Sources:
Source Notes
Grey finance
International finance for agriculture in deforestation countries (USD 39.6bn). Climate Focus analysis of development finance commitments retrieved from the OECD Creditor Reporting System database. Cumulative 2010-2019. Available at https://stats.oecd.org/Index.aspx?DataSetCode=crs1. 
Domestic finance for agriculture and forestry in deforestation countries (USD 135bn). Climate Focus compilation of FAOSTAT data on government expenditure for the agriculture and forestry sectors (cumulative 2010-19. No more recent data available). Available at https://www.fao.org/faostat/en/#data/IG.

Green finance
International mitigation finance for forestry in all countries (USD 7.7bn). Mitigation finance for forestry in all countries: Climate Focus compilation of bilateral and multilateral climate mitigation-related development finance flows to all countries (cumulative 2010-19). OECD DAC External Development Finance Statistics: Climate change. Available at https://bit.ly/3g9JGKu. 
International REDD+ finance (USD 6.7bn) International REDD+ finance: Climate Focus compilation of REDD+ readiness and implementation finance commitments (cumulative since 2010) – Data obtained directly from contacts, from publicly available reports, or from Climate Funds Update. Includes commitments from NICFI, FCPF, GCF, FIP, ISFL, UN-REDD, REDD Early Movers, CBFF.
Domestic REDD+ finance (USD 10.1bn). Domestic REDD+ finance from government investment plans of 16 REDD+ countries. Climate Focus analysis of FCPF EPRDs (the 16 countries that budgeted for government expenditures). Note that investment plans cover different timeframes. Available at https://www.forestcarbonpartnership.org/countries. 
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But there are some , with the amount of green finance
channeled to forests and the availability of tools for finance sector both
increasing in the last seven years.

Public : <1 billion committed to REDD+
investment > 2021 >6.7 billion committed to REDD+

:<USD 50 million in private finance channeled into forest protection and restoration from
Private voluntary carbon market activities

investment > 2021 >USD 159 million private finance channeled into forest protection and restoration from
voluntary carbon market activities

Guidance for >: Only a handful of finance sector tools or frameworks available for guiding investment
finance sector decision-making to avoid forest-risks in finance

: Rapidly growing landscape of investment tools, including the Task Force on Climate-
to address » 2021: Rapidly growing land fi ls, including the Task F Clir
deforestation related Financial Disclosures, Task Force on Nature-related Financial Disclosures, Climate
risk Action 100+, and Trase. [However — financial institution uptake of these tools is difficult to track]
management ;. 2021 USD 1,048 billion (2018) [The US in particular has seen a dramatic rise in recent years, from
In ESG funds USD 5.4 billion in 2018 to USD 51.1 billion in 2021]

*Of the 350 companies and 150 financial institutions assessed by Global Canopy’s annual Forest 500 assessment.


Sources:
Source Notes
Public investment
2015: See NYDF Assessment Partners: Goal 8 (2015) and (2016). Available at https://forestdeclaration.org/goals/goal-8/.
2021: NYDF Assessment Partners (2021) NYDF Goal 7 Progress Report. Available at https://forestdeclaration.org/resources/taking-stock-of-national-climate-action-for-forests/.

Private Investment
2015 & 2021: Ecosystem Marketplace (2021) State of the Voluntary Carbon Markets 2021. Available at https://www.ecosystemmarketplace.com/publications/state-of-the-voluntary-carbon-markets-2021/.

Guidance for finance sector to address deforestation:
2015 & 2021: Range of guidance and tools available to the authors’ knowledge. For more examples see NYDF Assessment Partners (2020) Goal 8 Assessment. Available at https://forestdeclaration.org/wp-content/uploads/2021/08/2020NYDFGoal8.pdf

Assets under management in ESG funds:
2012: OECD (2020) ESG Investing: Practices, Progress and Challenges. Available at https://www.oecd.org/finance/ESG-Investing-Practices-Progress-Challenges.pdf. 
2021: See above source; and MORNINGSTAR (January 28, 2021) “A Broken Record: Flows for U.S. Sustainable Funds Again Reach New Heights”. Available at https://www.morningstar.com/articles/1019195/a-broken-record-flows-for-us-sustainable-funds-again-reach-new-heights.


Finance is increasingly recognized as a key lever for
meeting global climate goals... but commitments must be
met with real action.

At COP26 in November 2021, 30 financial institutions covering more than USD 8.7
trillion in assets under management pledged to eliminate investment in commodity-
driven deforestation in the beef, soy, palm oil, pulp and paper sectors by 2025.

Also at COP26, 12 countries collectively committed to provide USD 12 billion in forest-
related climate finance between 2021 and 2025.

In recent years, several major investors have publicly divested from deforestation-
linked activities or implemented safeguards to this end. Nonetheless, the COVID-19
pandemic may have negatively impacted progress, with one report finding that during
the early months of the COVID-19 pandemic, a group of the world’s largest financial
institutions actually increased their investments to deforestation-linked companies,
by USD 8 billion.

Of the financial institutions with a deforestation policy in place, only 40% are reporting
on policy implementation, suggesting that high-level commitments must be
accompanied with implementation transparency.


Sources:
Source Notes
Financial sector commitment to tackling commodity-driven deforestation: See https://globalcanopy.org/press/thirty-financial-institutions-commit-to-tackle-deforestation/

COP26 Global Forest Finance Pledge: See https://ukcop26.org/the-global-forest-finance-pledge/

Evidence of divestment
In 2020, BlackRock – the world’s largest fund manager with USD 7 trillion in assets – announced that it will double the number of sustainability-focused exchange traded funds it offers, and also require companies to disclose their climate risk according to the Sustainability Accounting Standards Board and the Task Force on Climate-Related Financial Disclosure. Source: Henderson, R., Nauman, B., & Edgecliffe-Johnson, A. (2020, January 14). BlackRock shakes up business to focus on sustainable investing. Financial Times. https://on.ft.com/3AFpnya. 
Also in 2020, Norges Bank Investment Management (NBIM) – announced that it had withdrawn investment in the Peruvian consumer goods giant Alicorp S.A.A, after it was revealed the firm was buying palm oil from a plantation tied to multiple environmental and human rights abuses. Source: Forest Peoples Programme. (2020, March 5). Press release: World’s largest sovereign wealth fund divests from Peruvian consumer goods giant over human rights violations and deforestation in palm oil supply chain. https://www.forestpeoples.org/en/lands-forests-territories-palm-oil-rspo/press-release/2020/press-release-worlds-largest-sovereign.

Evidence of stalled progress during the COVID-19 period
BlackRock finance to companies driving deforestation increased by 157% between 2020 and 2021, to a total of USD 2 billion. Source: Forests&Finance (2021) “World’s 50 Largest Banks And Investors Driving Deforestation Through Weak Policies And Major Investments, New Study Finds”. Available at https://forestsandfinance.org/news/worlds-50-largest-banks-and-investors-driving-deforestation-through-weak-policies-and-major-investments-new-study-finds/. 
Banks increased deforestation-linked investments by $8B during Covid-19. Source: Mongabay (2021) “Banks increased deforestation-linked investments by $8B during Covid-19: report”. Available at https://news.mongabay.com/2021/06/banks-increased-deforestation-linked-investments-by-8b-during-covid-19-report/ and https://forestsandfinance.org/data/. 

Other examples of finance continuing to flow to deforestation-linked activities
Global Witness (2021) “Chinese banks' risky agribusiness portfolio”. Available at https://www.globalwitness.org/en/campaigns/forests/under-spotlight-chinese-banks-risky-agribusiness-portfolio/
Inside Climate News (2021) “Big Banks Make a Dangerous Bet on the World’s Growing Demand for Food”. Available at https://insideclimatenews.org/news/07032021/agriculture-banks-climate-change-emissions-meat-dairy-blackrock/

Transparency
Just 23 of the 57 financial institutions with a deforestation policy (of the 150 financial institutions assessed in Global Canopy’s 2022 Forest 500 report) reported on their progress towards implementing their policy. Source: Global Canopy’s Forest 500 (2022) A climate wake-up: but business failing to hear the alarm on deforestation. Available at https://forest500.org/publications/climate-wake-business-failing-hear-alarm-deforestation
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Serious challenges in achieving transformational change remain.

The entry bar for REDD+
remains high. The complexity of
the application and approval
stages tends to increase with
project size, limiting countries
with ambitious project plans.

@

The forest-risk commodity M
industry is as lucrative and
destructive today as in 2015,

while forests are still not i )
. . Even where donor finance is
valued for the essential Economic available, a lack of technical

services they provide. incentives capacity at project level can

Technical limit the channels through which
capacity funds can be directed.

Public and private finance for
drivers of forest loss — such as
agricultural investments and
subsidies — greatly exceed
forest positive investments.

REDD+ finance is still falling
short: all forest countries face
financial barriers to fully
implement their REDD+
strategies.

Financial institutions are still lagging on
transparency in implementation of forest
policies, principles, and safeguards. 62% of
financial institutions do not have any
policies on deforestation.

Transparency
& governance

The necessary capacity to combat illegal
deforestation and conversion —an essential
step in stemming illicit and grey financial
flows - is lacking in many forest countries.


Sources:
Source Notes
Public agricultural subsidies
See Climate Focus analysis of global grey and green finance sources, on slide 3.

Financial sector zero-deforestation commitments
93 of the 150 financial institutions most exposed to deforestation do not have a deforestation policy covering their investments and lending to companies in key forest-risk commodity supply chains (62%). Source: Global Canopy’s Forest 500 (2022) A climate wake-up: but business failing to hear the alarm on deforestation. Available at https://forest500.org/publications/climate-wake-business-failing-hear-alarm-deforestation. 


More action is heeded Governmentsmust:

: : < Align public budgets and fiscal policies with objectives to halt deforestation.
toa I Ig n foreSt fl nance Reform subsidies to provide benefits for forests and other sustainable development

with its mitigation goals and include environmental and social safeguards.
Otential - Mobilize private-sector funding to leverage the growing interest in carbon
p ¢ markets, carbon pricing mechanisms, and other sustainable investments in

conservation or sustainable forest use.

« Consider the use of border measures for carbon to generate revenues to invest in
forest mitigation goals.

« Create dialogues between results-based REDD+ donors and forest countries to
harmonize and simplify requirements, making them more applicable to
individual country contexts.

« Develop new up-front financing mechanisms that can complement results-
based REDD+ programs.

Private sector must:

- Improve the transparency of investments by assessing and disclosing the risks
and benefits they pose to forests for activities such as infrastructure, mining
developments, and the production of forest-risk commodities.

« End investments into deforestation-linked practices to accelerate global
progress towards deforestation-free supply chains.

« Explore opportunities to invest in jurisdictional forest programs to strengthen
governance and support participation in results-based payments and carbon
markets,.


Sources:
Source Notes
Forest finance needs 
2021 NYDF Goal 7 Progress Report. Climate Focus calculation of needs based on Benson, S., Gilks, H. & Gent, D. Nature for Net Zero: consultation document on the need to raise corporate ambition towards nature based net-zero emissions. (2020); NYDF Assessment Partners. Goal 8 assessment: Providing finance for forest action. (2020); Environment, U. N. State of Finance for Nature. UNEP - UN Environment Programme http://www.unep.org/resources/state-finance-nature (2021).

Recommendations for aligning global forest finance
See NYDF Assessment Partners. (2021). Taking stock of national climate action for forests. Climate Focus. Available at https://forestdeclaration.org/resources/taking-stock-of-national-climate-action-for-forests/.. 
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