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Manulife’s Forest-Fund Gambit Luring Investors
The largest manager of natural capital closed its first of what it hopes will be many 
funds that will buy and plant forests, with a carbon credit market twist.

By Michael Thrasher

Tom Sarno is a forester by training who has been planting 
and cutting down trees his entire professional life. For the 
last 20 years, he’s been doing it for Manulife Investment 
Management and recently, the opportunity for a new kind 
of fund arrived.

As the global head of timberland investments, Sarno leads 
the world’s largest “natural capital” business, with nearly 
$15 billion in assets spanning six countries and almost 6 
million acres. With a total area slightly bigger than the state 
of Vermont, that’s something like a Brookfield Asset Man-
agement of wooded areas. Like the alternatives firm that 
both owns and operates real estate, Manulife’s timberland 
group owns and operates forests. Its 450 employees include 
investment professionals and forestry technicians on the 
ground who protect and care for the trees.

For decades, the timberland group has helped private and 
institutional clients invest in the asset class for its diver-
sification, inflation protection, and potential returns. The 
National Council of Real Estate Investment Fiduciaries’ 
Timberland Property Index, which tracks annual income 
generated and capital appreciation, is up  10 percent in 
2023 and has an average annual return of 5.9 percent over 
the past 10 years and 7.2 percent over the past 20 years.

The traditional appeal of timber remains strong. But 
more governments, companies and organizations volun-
tarily — or under existing or future mandates — are trying 
to meet net emission goals and those efforts have created a 
burgeoning market for carbon credits. The current address-
able market for voluntary carbon offsetting is around $2 
billion annually in transaction volume. But it could grow to 
between $40 billion and $50 billion by 2030.

Manulife has created and sold carbon credits for years 
but it believed a new fund could capitalize on the trend.

Late last year, it launched the first Manulife Forest Cli-
mate Fund whose objective is to mitigate climate change by 
buying, planting and sustainably managing timber forests 
while prioritizing carbon sequestration. It also has what 
Sarno described as a novel attribute: The carbon credits it 
creates will be available through direct in-kind transfers for 
investors’ own climate goals or can be monetized in the 
carbon markets via offset sales. “That is a very advanta-
geous feature of the fund that we hypothesized would be 
well received. And that one certainly was,” Sarno said.

The fund and its affiliated offshore vehicles recently had 
its first close after getting up to $224.5 million in commit-
ments towards the $500 million target.

The term of the fund is 12 to 15 years, which is short in a 
world where the prime age to harvest a tree might be 30 or 
older. But many investors interested were new to the asset 
class — they needed a defined window to help them deter-
mine how the fund fit in their portfolio.

Some investors have included timber in their allocations 
to infrastructure, private equity, real estate, if they don’t 
have a specific allocation to real assets.

PORTFOLIO

ILLUSTRATION BY II



(#S0119080) Reprinted with permission from the November 10, 2023 online edition of Institutional Investor. © Institutional Investor, LLC. 2023. 
For more information about reprints and licensing visit www.parsintl.com.

PORTFOLIO

That is a short time horizon for assets like timber and car-
bon. Most investments Manulife has done have timelines 
of 20 to 30 years. The fund “was trying to find that sweet 
spot for investors where we think we can be very competi-
tive and very compelling in the market,” Eric Cooperström, 
managing director of impact investing and natural climate 
solutions at Manulife Investment Management, said.

Cooperström joined the firm almost three years ago to 
help develop the Manulife Forest Climate Fund and the 
firm expects it will be their first of many.

The carbon credit market is still facing challenges. Off-
setting emissions has been touted as one of the best ways 
to combat climate change and as corporate interest in them 
has grown, the  financial hustles surrounding them have 
proliferated. The carbon credit market is young, developing 
and imperfect. But it’s facing more scrutiny and improving. 
Manulife’s forests are certified under either the Sustainable 
Forestry Initiative or the Forest Stewardship Council and 
the firm says its vertically integrated business helps it en-
sure investors are getting what they were promised.

Voluntary carbon offsetting transactions of $2 billion 
don’t sound like much in the world of asset management, 
but that was four times as much compared to recent years. 

The momentum is real, Cooperström explained.
There are other tailwinds, too. Company investment and 

sustainability teams are interacting and collaborating more, 
which was historically uncommon. That means sustainable 
investments like timber are getting more attention.

“We’re starting to see the advent of people thinking about 
whether they should have a natural capital bucket,” Sarno 
said. “I don’t think anybody three years ago had a bucket for 
it, and I’m not sure how many do now, but that’s part of the 
discussion in their allocation. If they don’t have a specific 
bucket, they’re also thinking about the term natural capital 
and how much of that should they deploy and where it fits.”

Demand for wood products is also growing. There will 
always be the need for new homes and other structures, but 
electric cars, solar farms and other sustainable projects are 
all reliant on an expanding electrical grid and poles, which 
means they depend on big trees.

“This is the first of what we intend to be many natural 
climate-solution oriented vehicles,” Cooperström said. 
“We wanted to prove the concept and build on our track re-
cord and our in-house expertise and be able to successfully 
deploy the capital and that will certainly inform our future 
offerings.”



 

Footnote:  

1. IPE research as of 2/5/2023. Ranking is based on total Natural Capital AUM, which 
includes forestry/timberland and agriculture/farmland AUM. Firms were asked to provide 
AUM and the as of dates vary from 12/31/2021 to 12/31/2022 

2. As of December 31, 2022. 100% of our forests were certified under either Sustainable Forestry 
Initiative® (SFI®) (3.2 million acres in the United States and Canada) or Forest Stewardship 
Council® (FSC®)  (2.3 million acres in Australia, New Zealand, Brazil, and Chile). Most current 
data shown. As of June 22, 2023, 100% of our eligible U.S. farms were certified by Leading 
Harvest (over 300,000 acres in the United States). Certification is based on an annual 
assessment of the conformation to the Farmland Management Standard. Most current data 
shown. Please see https://www.leadingharvest.org/. Please refer to Appendix A for important 
information on third party certifications. 

 

Important disclosures: 

This material originally appeared in Institutional Investor and is repurposed with permission. 
Unless otherwise noted, the views expressed are those of the original author and are subject to 
change. Manulife Investment Management is not responsible for the comments by or views of 
anyone not affiliated with Manulife Investment Management or its affiliates.  

This content describes Manulife Forest Climate Fund LP (the Fund), a Delaware limited 
partnership in formation. The information is for information use only. This is not an offer to sell or 
a solicitation of an offer to buy any security, including any interest in the Fund. Interests in the 
Fund are being offered solely on the terms of the Fund’s Confidential Private Placement 
Memorandum (the Offering Memorandum) and related Subscription Documents, as they may be 
amended and supplemented from time to time. Prospective investors in the Fund should 
carefully review the Offering Memorandum and related Subscription Documents. No investor 
should rely on this communication as the basis for making any investment decision. 

Manulife Investment Management Timberland and Agriculture Inc (“MIMTA”) is the investment 
advisor of the Fund. MIMTA is registered with the U.S. Securities and Exchange Commission as 
an investment advisor. It is a wholly owned subsidiary of Manulife Financial Corporation 
(“Manulife”) and is affiliated with several U.S. based and non-U.S. based investment advisers 
which are also subsidiaries or affiliates of Manulife. MIMTA has prepared this webpage and it is 
intended for institutional and professional investors only. Recipients should carefully read and 
evaluate the risks outlined in the Fund’s Memorandum. 

Any general discussions or opinions contained within this communication regarding securities or 
market conditions represent the view of either the source cited or MIMTA as of the date 
indicated and are based on current market conditions, which will fluctuate and may be 
superseded by subsequent market events or for other reasons. The information and/or analysis 
have been compiled or arrived at from sources believed to be reliable but MIMTA does not 
make any representation as to their accuracy, correctness, usefulness or completeness and 
does not accept liability for any loss arising from the use hereof or the information and/or 
analysis contained herein. Information about a portfolio’s holdings, asset allocation, or country 
diversification is historical and will be subject to future change. The Fund is intended to 
complement other types of investments and is not intended to serve as an investor’s only 
investment. Neither MIMTA or its affiliates, nor any of their directors, officers or employees shall 



 

assume any liability or responsibility for any direct or indirect loss or damage or any other 
consequence of any person acting or not acting in reliance on the information contained herein. 

Nothing in this constitutes investment, legal, accounting, tax or other advice, or a representation 
that any investment or strategy is suitable or appropriate to any prospective individual investor’s 
circumstances, or otherwise constitutes a personal recommendation to a prospective investor. 
Prospective investors should take appropriate professional advice before making any 
investment decision. 

The distribution of the information contained in this communication may be restricted by law and 
persons who access it are required to comply with any such restrictions. The contents of this 
communication are not intended for distribution to, or use by, any person or entity in any 
jurisdiction or country where such distribution or use would be contrary to any applicable laws or 
regulations. Each recipient confirms that it is aware of the laws in its own jurisdiction relating to 
the purchase and sale of the interests in the Fund discussed and each recipient warrants and 
represents that it will not pass on or utilize the information contained in the webpage in a 
manner that could constitute a breach of such laws by any Manulife entity or any other person. 

This article has not been reviewed by, is not registered with any securities or other regulatory 
authority, and may, where appropriate, be distributed by the following entities. 

United States: John Hancock Investment Management Distributors, LLC, Member FINRA, 
SIPC, Listed MSRB. Canada: Manulife Investment Management Distributors Inc. 

No entity makes any representation that the contents of this communication are appropriate for 
use in all locations, or that the transactions, securities, products, instruments or services 
discussed in this communication are available or appropriate for sale or use in all jurisdictions or 
countries, or by all investors or counterparties. All recipients of this communication are 
responsible for compliance with applicable laws and regulations. 

 

Third-Party Certifications 

Any third-party certification is as of the date presented and Manulife has not separately verified 
the information underlying any such certification. Neither Manulife nor its affiliates compensated 
any such third-party for such certification, other than the third-party’s standard fees, such as 
program fees and audit costs. Payment of those fees is no guarantee of certification. 
Certification by the third-party does not reflect any endorsement by that third-party to invest in 
the Fund. None of the certifying entities references herein endorses Manulife Investment 
Management or the Fund or recommends any investment in the Fund.  

 

 

Risk Factors 

Investments in the Fund’s strategy include a number of risks and limitations, including but not 
limited to the risk of loss. Forestry investments involve a number of significant risks, any one of 
which could cause the Fund and investors in the Fund to lose all or part of the value of their 
investment. 



 

Carbon credits are an emerging and evolving asset class, and thus the regulatory and taxation 
rules and valuation standards that apply to them and forestland held primarily for the generation 
of carbon credits are also emerging and evolving. Valuing Forestry Investments and related 
assets is subject to uncertainties and there is no guarantee that values determined by Manulife 
IM or its affiliates will represent the value that could be obtained for an asset if it were then 
disposed of in a market sale or when it is ultimately disposed of. The long-term demand for 
carbon credits is also uncertain, as demand is driven by political and social commitments to the 
goal of reducing greenhouse gas emissions, which goals may change or may be superseded by 
newer or more cost-efficient technologies. 

There can be no guarantee that there will be a sufficient number of suitable investments 
available to the Fund to permit it to execute on the Fund’s strategy. For example, the Fund will 
compete with other forestland purchasers in acquiring investments. Because the Fund is 
prioritizing the generation of carbon credits over commercial timber production, the Fund may 
not be able to offer pricing for a property that is competitive with an offer from a timber 
production-only buyer. Once the Fund has acquired a property, there can be no assurance as to 
whether it will be successful in implementing carbon projects on the property or in generating 
carbon credits for sale or distribution in kind to the partners. The development of a carbon 
project is a complex and lengthy process and subject to independent verification procedures. 
Even if the Fund is able to generate carbon credits from carbon projects on its property, the 
ability of the Fund to distribute them in kind may also be limited due to a number of factors 
beyond its control, including the requirements of the registries on which the carbon credits are 
registered or regulatory restrictions or burdensome requirements with respect to the transfer of 
carbon credits. 

Forestland is also subject to damage from fire, flood, wind, drought, insects, disease, storms 
and/or natural disasters and poor soil productivity that could result in loss or damage to the 
forests or negatively impact future carbon sequestration and/or productivity. The Fund may also 
be subject to environmental liabilities related to its forestlands. A portion of the Fund’s strategy 
will include commercial timberland production. The markets for timberland products are global in 
nature, very competitive and impacted by numerous factors. 

For a more complete description of the risks, please refer to the Fund’s Offering Memorandum, 
as amended, restated, supplemented or otherwise modified from time to time. 

 

Information about Environmental, Social and Governance (ESG) Considerations 

ESG Integration is the systematic inclusion of financially material ESG issues in investment 
analysis and investment decisions. We look to incorporate material ESG considerations 
throughout the stages of our investment and asset ownership lifecycles, taking into account the 
characteristics of the asset class and investment process in question, as well as industry and 
geography, among other factors. Each investment team operates in different markets and with 
different nuances to its approach to investing. Accordingly, each team integrates ESG factors 
into its investment process in a manner that best aligns with its investment approach. ESG is 
only one of many considerations that Manulife Investment Management takes into account 
when making investment decisions, and other considerations can be expected in certain 
circumstances to outweigh ESG considerations. While ESG analysis is integrated into our 
investment process the strategy is not optimized or constructed on the basis of sustainability or 



 

ESG factors in isolation. There is no guarantee that the evaluation of ESG characteristics will be 
additive to a strategy's performance. ESG is not a uniformly-defined characteristic and 
information used to evaluate ESG characteristics may not be readily available, complete, or 
accurate, and may vary across providers and issuers. Because of the subjective nature of ESG 
integration, there can be no guarantee that ESG factors considered will reflect the beliefs or 
values of any particular client. Unless otherwise noted, any references in this communication to 
ESG or sustainability reflect the general approach of Manulife Investment Management to 
integrating sustainability risk considerations into our investment decision-making processes. 
Further details on Manulife Investment Management’s general approach to sustainability are 
available at www.manulifeim.com/institutional/global/en/sustainability. 




