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In an era where environmental degradation poses existential threats to global economies and
societies, the intersection of finance and nature conservation has gained unprecedented
attention. Frank Kumli's LinkedIn post on "Finance Solutions for Nature: Pathways to Returns
and Outcomes" encapsulates this momentum, drawing from a pivotal report by the World
Economic Forum and McKinsey & Company (McKinsey & Company and World Economic
Forum, 2025). Published on 10 September 2025, the report positions nature as a burgeoning
strategic asset class, attracting institutional capital through innovative models that promise both
financial returns and tangible environmental benefits. It consolidates 37 financial solutions,
spotlighting 10 priority mechanisms designed to bridge the gap between investment and
nature-positive outcomes. These include Sustainability-Linked Bonds (SLBs), which tie bond
rates to nature targets; Thematic Bonds for funding specific projects; Sustainability-Linked
Loans (SLLs) that adjust loan terms based on nature goals; Thematic Loans requiring clearer
taxonomies; Impact Funds focused on governance and pipelines; Natural Asset Companies
(NACs) for equity-based monetization; Environmental Credits as tradeable -certificates;
Debt-for-Nature Swaps (DNS) for sovereign debt restructuring; Payments for Ecosystem
Services (PES) through long-term contracts; and Internal Nature Pricing (INP) as voluntary tools
to incentivize corporate performance. Yet, as Kumli astutely observes, persistent
complexities—such as fragmented data, pricing difficulties, and underdeveloped links between

climate and nature finance—hinder progress, leaving investors with inconsistent guidance.

This framework, while pragmatic, prompts a profound introspection: humanity's grasp on
evaluating nature's true contributions remains woefully insufficient. Nature is not just an
economic input or a portfolio asset; it is the life-giving and life-sustaining matrix that establishes
the very parameters for existence, from generating biodiversity to underpinning livelihoods and
economic systems. Traditional financial approaches often reduce nature to quantifiable metrics,
overlooking its intrinsic, multifaceted value. To equitize or trade natural portfolios—whether
ecosystems, processes, or assets—we must first delineate the specific layers of nature in
question, distinguishing between mere "trading" rights and genuine "ownership." This requires a
nuanced assessment of potential revenue streams through exploration, augmentation, and
ethical leveraging. This essay elucidates these themes, advocating for a knowledge-first
approach that prioritizes understanding nature's majesty before commaodification, using genetic
coding as a paradigmatic example to illustrate untapped possibilities and the imperative for

transformative strategies.
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The Landscape of Nature Financing: Opportunities and

Instruments

The report underscores nature's evolution into an investable frontier, where institutional
investors are channeling funds into models that align profitability with conservation (McKinsey &
Company and World Economic Forum, 2025). Unlike climate finance, which has matured
through policy incentives and standardized metrics, nature finance lags due to its inherent
complexity. Markets fail to adequately reward nature-positive actions, resulting in undervaluation
and underfinancing of ecosystems. The 10 priority solutions aim to rectify this by providing
scalable pathways: for instance, SLBs and SLLs introduce performance-linked incentives, while
NACs and Environmental Credits enable direct monetization through equity and tradable units.
Enabling actions proposed include standardizing nature data, bolstering de-risking mechanisms,
expanding project pipelines, fostering supportive regulatory environments, and reshaping

market norms to internalize nature's value.

These instruments represent a step forward, potentially boosting resilience and generating
returns. For example, PES schemes reward landowners for maintaining ecosystem services like
water purification or carbon sequestration, while DNS restructures debt to fund conservation in
developing nations. However, their efficacy hinges on overcoming barriers such as inconsistent

metrics and limited scalability, as highlighted in the report's call for evidence-based strategies.

Complexities and Limitations in Valuing Nature

Valuing nature economically is fraught with challenges, stemming from its non-market
characteristics and ecological intricacies (Sangha et al., 2017). Ecosystem services—ranging
from provisioning (e.g., food, timber) to regulating (e.g., climate moderation) and cultural (e.g.,
recreation)—often lack direct market prices, complicating monetization (La Notte et al., 2024).
Methods like contingent valuation or hedonic pricing attempt to capture these, but they grapple

with issues such as hypothetical bias, where respondents overstate willingness to pay, and the
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difficulty in quantifying non-use values like existence or bequest benefits (TEEB, 2010).
Moreover, ecosystems operate with thresholds and nonlinear dynamics; surpassing tipping

points can lead to irreversible losses, rendering static valuations obsolete (Daily et al., 2009).

Biodiversity, a core component, exacerbates these issues. As a repository of genetic
information, it defies simple commodification (Hoban et al., 2021). Economic assessments often
adopt a Total Economic Value (TEV) framework, incorporating use and non-use values, but
critics argue this anthropocentric lens undervalues biodiversity's holistic role (Pascual et al.,
2017). Indigenous perspectives further highlight relational values, where nature's worth
transcends utility, emphasizing cultural and spiritual dimensions that resist monetary translation
(Sangha et al., 2017). These complexities underscore why current financial solutions, while

innovative, risk superficial engagement without deeper valuation reforms.

The Inadequacy of Human Valuation: Nature as Life's Foundation

Humanity's limited understanding of nature's contributions manifests in our inability to fully
appraise its life-sustaining essence. Nature sets the biophysical parameters for life—regulating
climate, cycling nutrients, and fostering biodiversity—that enable human societies to thrive. Yet,
economic models often treat it as a substitutable resource, ignoring its irreplaceable role in
generating livelihoods and wealth. For instance, global ecosystem services are estimated at
trillions annually, yet biodiversity losses erode this foundation, with costs increasingly
recognized by economists (Costanza et al., 1997). The controversy surrounding biodiversity
valuation stems from its multifaceted nature: it encompasses genetic, species, and ecosystem
diversity, each yielding intangible benefits that elude precise quantification (Pascual et al.,
2017).

This inadequacy calls for humility. Rather than hastily monetizing, we must acknowledge
nature's magnanimity—its boundless provision without depletion when managed
sustainably—and shift toward integrated assessments that blend ecological, socio-cultural, and

economic lenses (Daily et al., 2009).
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Discerning Layers: Trading Versus Owning Natural Assets

To effectively "trade" or "own" natural portfolios, clarity on nature's layers is essential. Trading
might involve rights to ecosystem services, like carbon credits, without implying ownership of the
underlying biome. Ownership, conversely, could entail stewardship of physical assets, as in
NACs. Revenue streams emerge from exploration (e.g., bioprospecting), trading (e.g., credit
markets), and augmentation (e.g., restoration enhancing yields). However, without standardized
taxonomies, these distinctions blur, risking exploitation (McKinsey & Company and World
Economic Forum, 2025). Ethical considerations demand community engagement, particularly

for Indigenous groups, to ensure equitable benefits.

Equitising Ecosystem Processes at the Interface with Human

Economic Systems

Equitising ecosystem processes—transforming the intangible benefits of natural systems, such
as pollination, nutrient cycling, water filtration, and carbon sequestration, into equity-based
financial instruments—represents a innovative pathway to integrate ecological health with
human economic systems. This approach, exemplified by Natural Asset Companies (NACs),
allows investors to hold shares in entities dedicated to the management and enhancement of
these processes, thereby channeling capital toward conservation while generating returns
through sustainable revenue streams like carbon credits or eco-tourism (Securities and
Exchange Commission, 2023; Wyoming Legislature, 2024). At the interface, ecosystem
processes are quantified and monetized as "ecological performance rights," licensed from
landowners or governments, creating a direct link between environmental stewardship and
market dynamics. For instance, a NAC might equitise a forest's carbon sequestration capacity,
issuing equity that appreciates based on improved ecosystem metrics, thus aligning investor

incentives with planetary health.

To ensure the viability and ethical integrity of this equitisation, robust governance frameworks
must embed authority, accountability, and responsibility within an environment of trust and

transparency. Authority is vested in NACs through long-term license agreements (minimum 10
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years) that grant management rights over designated areas, enabling decisions on restoration
and sustainable activities while prohibiting degradative practices like mining or fossil fuel
extraction (Securities and Exchange Commission, 2023). This authority is balanced by clear
responsibilities outlined in the company's charter, which mandates a primary focus on
enhancing ecosystem services and community well-being, with any deviations risking delisting
from exchanges like the NYSE (PwC, 2023).

Accountability is enforced through rigorous oversight mechanisms, including audit committees
that review ecological performance and independent reviewers who examine reports under
standards from the Public Company Accounting Oversight Board (PCAOB) or American Institute
of Certified Public Accountants (AICPA) (Securities and Exchange Commission, 2023; PwC,
2023). These committees must annually assess the preparation of Ecological Performance
Reports (EPRs), which detail the valuation and condition of ecosystem processes, ensuring that
management is answerable for both financial and environmental outcomes. Transparency is
further advanced by mandatory public disclosures: NACs must publish EPRs, Equitable Benefit
Sharing (EBS) Reports, and policies on environmental, social, biodiversity, and human rights
issues on their websites, alongside SEC filings that report material events affecting ecosystems,
such as natural disasters (Securities and Exchange Commission, 2023). This openness fosters
trust by providing investors and stakeholders with verifiable data, supplemented by equitable
mechanisms like distributing shares (at least 5-50% depending on land type) to local
communities via independent trusts, ensuring benefits are shared and Indigenous rights
respected in line with UN Guiding Principles (Wyoming Legislature, 2024; Securities and

Exchange Commission, 2023).

In this trust-centric environment, responsibility extends to ongoing monitoring and adaptive
management, where NACs are obliged to replenish resources and report on sustainable
operations, with independent attestations enhancing credibility (PwC, 2023). While challenges
remain—such as the 2024 withdrawal of the NYSE's NAC listing proposal amid concerns over
property rights—these frameworks demonstrate how equitisation can responsibly bridge
ecosystems and economies, provided governance evolves to prioritize long-term resilience over

short-term gains (Wyoming Legislature, 2024).
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Genetic Coding: A Paradigm of Untapped Revenue and

Knowledge

Genetic resources exemplify nature's revenue potential. Biodiversity's genetic coding harbors
information for innovations in biotechnology, pharmaceuticals, and agriculture (Hoban et al.,
2021). For instance, plant-derived compounds have yielded drugs like aspirin from willow bark,
generating billions in revenue (United Nations Environment Programme, 2024). Digital
Sequence Information (DSI) on genetic resources fuels products from cosmetics to medicines,
with a multilateral fund under the Kunming-Montreal Global Biodiversity Framework channeling
profits back to conservation (United Nations Environment Programme, 2024). Crop wild relatives
provide genetic diversity for resilient varieties, safeguarding food security against pests and
climate change (World Wildlife Fund, n.d.). These streams—via licensing, patents, or
bio-economy ventures—highlight how even partial harnessing creates wealth, yet the full

enormity remains unexplored.

The Enormity of Nature's Knowledge: Majesty and Possibilities

Nature's majesty lies in its complexity: trillions of genetic sequences across species offer
blueprints for sustainable technologies, from biomimicry in engineering to novel enzymes in
industry. This knowledge opens vistas in regenerative agriculture, personalized medicine, and
environmental monitoring via environmental DNA (eDNA) (World Wildlife Fund, n.d.). Yet,
pressures like habitat loss threaten this repository, necessitating monitoring and conservation
(Hoban et al., 2021). Harnessing it ethically could revolutionize economies, but only if prioritized

over premature financialization.

Toward a Knowledge-First Approach

A knowledge-first paradigm inverts the current model: invest in research, data standardization,

and interdisciplinary collaboration before scaling finance. This ensures solutions like those in the

MAMUN, SM (2025)



Chapeaux Note: Rethinking Nature's Valuation: From Financial Instruments to a Knowledge-First Paradigm

(As on 13 September 2025)

report yield equitable, resilient outcomes, avoiding commodification pitfalls (La Notte et al.,
2024). By integrating biodiversity into national accounts and fostering diverse values, we can

mainstream conservation (Pascual et al., 2017; TEEB, 2010).

Call for Action: Fostering Transformative, Equitable Outcomes

Nature investing holds promise for resilience and returns, but only if grounded in profound
valuation. By embracing nature's life-sustaining majesty and prioritizing knowledge—exempilified
by genetic resources—we can evolve from fragmented ideas to evidence-based, inclusive

strategies. This shift demands collective action, ensuring finance serves nature, not vice versa.
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