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New Forests Pty Ltd

• New Forests is an asset management and advisory 

services firm established in July 2005 

• A specialized business focussed on creating value from 

environmental services, including carbon, water and 

biodiversity

• Company currently has fourteen staff, and offices 

located in Sydney, Washington, DC and San Francisco

• New Forests is a growing business and now provides 

services to a number of clients around the world
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What Does Land Represent?

• A bundle of services?

– Productive capacity for timber, crops and domestic 
animals

– Regulation of water quantity and quality

– Regulation of carbon stocks and cycles

– Biodiversity and its role in health, pollination, waste 
management, etc.

The last three of these services are generally unpriced, 
and therefore we treat them wastefully or under-
invest in their conservation

Even worse--environmental values are often even seen 
as liabilities—eg endangered species
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Making sustainable land management a profit centre

• Need to create market-based solutions to chronic environmental 
issues

– Climate change

– Land and Water Degradation

– Loss of Biodiversity

• Examples are starting to emerge of a new approach to the 
environment—pricing of environmental and ecosystem values—
shifting these to assets on the balance sheet
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Status of the Global Carbon Market in 2007
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Growth of carbon markets is rapid…



7

Wetlands and Endangered species banks in the United States
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The Value of Water

• Privatization of water rights is creating a substantial 

environmental asset

• This forces a rationalization of agribusiness

• Should facilitate productivity improvements (eg 

substitution of technology for water)

• Should also lead to new market actors and ancillary 

water quality markets
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Investment Fundamentals

• Environmental investment has been largely left to the public account

• With eco-markets there is rapidly rising investor interest in emerging 
opportunities—eg $14 billion now invested in carbon markets

• Long-term institutional investment is critical to creating sustainable 
landscapes, but poor cash flow and low returns have prevented 
investment in environmental assets—this is now changing fast



Carbon Rights

as an

Example
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Generalized investment Model
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Capitalizing environmental externalities in land 
management
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Example—Tarrangower

• 8,500 hectare property in New South Wales

• Largely used for cattle grazing

• 50% of area will be reforested for native timber production, 
50% for conservation of biodiversity

• $9 million purchase price.  Timber return about 4% real IRR, 
plus 3% real IRR for carbon sequestration credits, plus 105 Ml 
of water rights, plus ridgetop potential for windfarm

• Reforestation project was rated by local Catchment 
Management Authority to have high biodiversity benefits– led 
to $1 million grant

At least half of the returns from this investment come from 
environmental revenue streams
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These programs starting to create shifts in land 

management entities
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Conclusion

• Commercial value drives investment and current lack of 

value for the environment leads to under-investment in 

sustainable land management

• New investment models are emerging that make the 

environment a profit centre, and which will shift the 

commercial basis of land management

The competitive advantage of nations emerges from 

addressing their own unique challenges and then 

exporting the solutions…

Michael Porter
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