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Forestry Investment 

 

Taxation 

Income Tax 

Income generated from commercial woodlands is free from income tax (and corporation tax). Conversely, this also 

means that no tax relief is available for development or interest costs. It is possible to purchase investment crops aimed 

to mature in a certain year, for example, with a 10 or 30 year time horizon. 

Capital Gains Tax 

The increase in value of timber on commercial woodlands is not subject to capital gains tax. However, any gains 

generated on sale of the land itself would be chargeable.  

Capital gains from the sale of a business asset can be ‘rolled-over’ (deferred) by reinvesting the gain into another 

qualifying asset – which includes commercial woodland.  As the timber value is exempt from CGT, it is only the land 

value which qualifies for roll-over relief. If the woodland is held until the investor dies, however, no CGT would be 

payable.  

Inheritance Tax 

Commercial woodland qualifies for 100% business property relief once it has been held for 2 years, and so no IHT is 

then payable at death on the total value of the land and trees.  

Please note that the above is intended to be only a brief outline of the tax treatment, and we recommend that investors 

seek specialist advice.  

 

 
Methods of Investment 
 

In addition to direct investment, various schemes are available to enable investors with amounts as low as £10,000 to 

invest in a diversified forestry portfolio benefiting from the tax treatment above. These unregulated collective investment 

schemes have the advantage of providing management expertise, reducing the administration involved, and giving easy 

access to a diversified portfolio, which may not otherwise be available. However, there is a limited choice of managers in 

this area, and the managers will clearly charge a fee for this, which must be factored in. 

 

 

  

Investment in forestry has certain tax advantages that can make it attractive to investors, in 

addition to any investment return potential. 

Investors should be aware that this is a highly specialised investment area, and investment 

risk and charges can be correspondingly high. Investment liquidity can also be very low, and 

investors should view this as a very long term investment. 
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Specific Risk Warnings 

A potential problem with investment in property concerns liquidity, and the fact that repurchase or surrender might be 

delayed during a period when the property is not readily saleable. Furthermore, the property valuation is a matter of 

judgment by a valuer. 

This investment is considered to be speculative and could involve considerable fluctuations both up and down in value.   

Investments in this type of scheme involve risk, particularly in view of the long-term illiquid nature of the investment. 

Consequently, an interest in a forestry trust is designed as a longer-term investment and is not suitable as a medium or 

short-term investment. 

There is no recognised market for a member’s interest in a forestry trust. Therefore, it may be difficult for an investor to 

sell the investment or to obtain reliable information as to its value, or the extent of the risks to which it is exposed. 

Investors should be aware that the taxation treatment of forestry and/or forestry trusts could change in the future. 

A holding in the trust is potentially an illiquid investment, which it may not be possible to realise until the property is sold. 

The level of any distribution may vary and investors may not get back the amount of capital invested as: 

• The trust is investing in a commodity whose price may decline as well as appreciate. 

• Although the Trust will invest in low risk woodlands and will insure against the main risks, damage could be 

caused to the crops by adverse weather events, which could affect both the timing and total amount of the 

distributions. 

• The anticipated timber volume may fail to materialise due to damage caused by pests, disease or other factors 

that slow the growth of the trees. 

 

 

 

 

 

 

 

Important information: Our views are based upon our understanding of current legislation in England. Levels and bases of, and reliefs 

from, taxation are subject to change and their value to you will depend upon your personal circumstances. You should not act on any of 

the information without seeking professional advice.  

Risk Warning: The past is not necessarily a guide to future performance.  The value of your investment and the income from it can fall 

as well as rise and is not guaranteed. You may not get back the full amount invested.  
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Find out more 

If you would like to discuss any of the issues raised in this research note, or to arrange a meeting with a clarity 

adviser, please don’t hesitate to get in touch:  

Tel:  0800 368 7511  

Email:  enquiries@clarityglobal.com  

Web:  www.clarityglobal.com 

 


