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THEME
Forestry

STAGE
Implementation

INSTRUMENT
Equity

GEOGRAPHY
Asia

INVESTMENT SIZE
US$ 170 million

TIME HORIZON
2013 - ongoing
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11. TROPICAL ASIA FOREST  
 FUND - MALAYSIA

First forestry fund dedicated to 
sustainable forestry in Southeast Asia

New Forests, Acacia Forest Industries Sdn Bhd 
(AFI), Sabah Forestry Development Authority 
(SAFODA), Hijauan Bengkoka Plantations Sdn 
Bhd (HBP) 
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Landscape context
Hijauan Bengkoka Plantations (HBP) and Acacia Forest 
Industries (AFI) are responsible for the management, harvest, 
and future rotations of an Acacia mangium plantation on 
the Bengkoka Peninsula in Northern Sabah. The plantation 
area includes about 11,000 hectares of acacia plantation 
and borders the Bengkoka Forest Reserve which has been 
classified as a Class 1 protected forest. The forest and the 
plantation are important habitats for wildlife including the 
Sunda Clouded Leopard and Proboscis Monkey, as well as 
Banteng (wild cattle) and sunbear. Yet, human settlements 
combined with mixed horticulture have caused fewer fauna 
species to be found in the area, increasing the need for a more 
sustainably managed plantation that balances a growing wood 
demand with positive community relations and environmental 
stewardship. 

Investment context
Timber in Southeast Asia is a high-growth market with the 
bulk of global demand over the next 30 years coming from 
Asia. The fund responds to this demand by sustainably 
managing plantations and by offering the scale and resources 
as sought by investors. The financing is liquid, meaning that 

HUMAN SETTLEMENTS 
COMBINED WITH 
MIXED HORTICULTURE 
HAVE CAUSED FEWER 
FAUNA SPECIES TO 
BE FOUND IN THE 
AREA, INCREASING 
THE NEED FOR A 
MORE SUSTAINABLY 
MANAGED 
PLANTATION

11. TROPICAL ASIA FOREST  
 FUND - MALAYSIA

Activities

Carbon credit 
revenues 
through 
increased 
sequestration

Generating 
revenue from 
timber sales

(Estimated) Impacts

2.5 million 
seedlings per 
year 

25,000 ha
planted 
with timber 
species

Half of 
plantation area 
set aside for 
conservation 
& livelihoods

Generating 
revenue 
from other 
products
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Project partners:

immediate cashfl ow can be generated from mature timber. 
Yet, as Malaysia is an emerging market, forestry investment 
demands a high standard for managing environmental, social 
and governance aspects. For this reason, after rating the 
risk-adjusted returns attractive enough due to a degree of 
acceptable policy and market certainty, the Australian-based 
company New Forests has launched the Tropical Asia Forest 
Fund (TAFF).

Project description
TAFF is a closed private equity fund introducing best-in-
class management systems and modern forestry practices to 
hardwood timber plantations and environmental assets that 
are often poorly managed or abandoned. The investment 
was realized with the goal of making AFI the major supplier 
of certifi ed eucalyptus to domestic and regional markets. It 
supports the improvement of AFI’s plantation quality, while 
strengthening its position as a leading plantation company in 
Sabah. The project does this through:

• Planting and replanting an area of 25,000 hectares. 
Applying best forest management practices and attaining 
FSC certifi cation for its assets;

• Switching crops from planting primarily Acacia mangium 
to Eucalyptus pellita - as this crop offers additional 
market versality and is more resilient to locally prevalent 
tree diseases;

• Implementing capital investments to construct a new 
state-of-the-art nursery for Eucalyptus pellita with an 
improved production capacity as well as to refurbish 
facilities and support local water infrastructure projects;

• Making management, governance, technical and 
operational improvements in line with international best 
practice – increasing the value of the estate;

• Piloting new models for out-grower forestry to support 
livelihood opportunities.

THE INVESTMENT WAS 
REALIZED WITH THE 

GOAL OF MAKING AFI 
THE MAJOR SUPPLIER 

OF CERTIFIED 
EUCALYPTUS TO 

DOMESTIC AND 
REGIONAL MARKETS
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11. TROPICAL ASIA FOREST  
 FUND - MALAYSIA

Investment structure
Launched in 2012, TAFF is the first private investment vehicle 
dedicated to sustainable forestry in Southeast Asia. Overseen 
by New Forests, it uses long-term institutional capital totaling 
US$170 million from three European development finance 
institutions, two funds managers, and four pension fund 
groups. The fund has taken equity positions in three forestry 
businesses in Malaysia, Indonesia and Laos, encompassing 
more than 150,000 hectares of land with the target of 
managing and establishing over 60,000 hectares of certified 
plantation forests. TAFF’s first investment in Malaysia was in 
2013 by acquiring a majority interest in the Hijauan Group 
of companies. In 2018, New Forests, together with SAFODA, 
a Sabah State government agency involved in reforestation 
development, made an additional equity investment to 
continue to improve and execute AFI’s strategic plans.

Business model &  
revenue generating activities
Financial returns are being generated from a combination of 
cash yield and capital appreciation:

• Sale of timber – immediate cashflow will arise from 
mature FSC-certified timber being sold at a premium 
price. A continuous supply of timber will be ensured as a 
result of the introduction of more resilient species. The 
professionalization of the estate further enhances sales;

• Sale of other products – the fund’s investments include, 
other than eucalyptus and acacia, rubber plantations that 
will produce latex additionally to timber products;

• Carbon revenue – monetizing carbon revenue that is 
generated through the management of a mixed landscape 
of conservation and production.

RISKS MAY ARISE 
FROM POTENTIALLY 
CONFLICTING 
INTERESTS OF 
MAXIMIZING WOOD 
PRODUCTION AND 
MANAGING POSITIVE 
COMMUNITY 
RELATIONS AND 
ENVIRONMENTAL 
STEWARDSHIP

TAFF IS THE FIRST 
PRIVATE INVESTMENT 
VEHICLE DEDICATED 
TO SUSTAINABLE 
FORESTRY IN 
SOUTHEAST ASIA
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Risks & safeguards
Risks may arise from potentially conflicting interests of maximizing wood 
production and managing positive community relations and environmental 
stewardship. A social engagement program was therefore carried out. AFI has 
developed a new social forestry strategy based on the outcomes, including land 
tenure arrangements and improved local livelihood opportunities. Moreover, 
New Forests is a signatory to the UN backed Principles for Responsible 
Investment. It operates a corporate Social and Environment Management 
System, using third-party forest certification and performance standards.

Figure 20:
This investment structure 

is simplified for clarity 
purposes. Ownership of AFI 

by TAFF is structured through  
its majority ownership of 
the Hijuan group, whose 
subsidiary HBP is a joint 

shareholder of AFI, alongside 
SAFODA. 


