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Nature Risks | At What Price? 
While pricing nature could lead to risks for companies, it could also 
incentivize its protection, so valuation will be important. 

How this will shape 2022 

Governments now see the decline of nature as a key policy matter. Big policy 
shifts, though with distant targets, could trigger regulation in 2022 to set the world 
on the right trajectory to arrest the decline in biodiversity. At COP 26, dubbed the 
“Nature COP,” global leaders announced a target of halting and reversing forest loss 
and land degradation by 2030, which, importantly, included Brazil and Indonesia. In 
the EU, the biodiversity strategy announced in July will see 30% of lands and seas 
protected by 2030. 

Investors are turning their gaze to reliance on unpriced natural capital where 
biodiversity risks are immediate and high, such as in consumer goods, 
agribusiness, and mining. One reason: companies will have to report and act on 
nature-related risks under a framework the Taskforce on Nature-Related Financial 
Disclosures will deliver in 2023. Equally, consumer-goods companies and their 
suppliers are responding to demand for deforestation-free goods, such as palm oil 
and soy. Plus, various certification schemes, like the Roundtable on Sustainable 
Palm Oil, and sourcing policies, such as No Deforestation, No Peat, No Exploitation 
(NDPE) should thwart clear cutting for palm oil production, such as in 
Indonesia. Other nature-dependent supply chains, such as mining and fisheries, 
could see greater investor and consumer scrutiny in 2022. 

More efficient food systems will help eliminate food loss and waste while reducing 
their impact on the environment, especially since about 14% of the world's food is 
lost before reaching supermarket shelves. Companies able and willing to adjust their 
business models and adopt sustainable agronomic practices can strengthen their 
resilience to operating setbacks and reduce food-related emissions, while delivering 
higher margins through value-added product offerings. 

What we think and why 
Business and finance are becoming more aware of nature-related risks. We 
believe more companies will develop robust monitoring capabilities and adopt 
universal standards, such as NDPE sourcing policies to reduce nature-related 
financial risks like supply chain disruption and volatility in raw material prices—
such as the drop in maize output and the 36% year-on-year spike in prices in Brazil 
February-July 2021.  
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The Value Of The Stock Of Natural Capital Has Declined By Nearly 40% In The Past 20 Years 
Global Wealth Per Capita: 1992-2014 
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Accounting for the 
ecosystem services nature 
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Policy analysts suggest nature pricing as a means to encourage protection. 
Natural capital valuation, much like carbon pricing, would internalize the wider 
environmental impacts and encourage more nature-friendly practices. The 
Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services 
suggests payments for ecosystem services to encourage more forest-friendly 
farming practices. We found the cost of deforesting the Amazon to produce beef in 
2020 was $4 billion, in a hypothetical case study.  

What could go wrong 

Deforestation targets may not be achievable. Meeting targets to protect nature 
protection while ensuring adequate sustenance for a growing global population will 
be difficult, given that climate change will disrupt food production. However, a 
dietary shift toward plant-based foods could narrow the food gap, the land gap, and 
the greenhouse gas emissions gap: reducing land use requirements 76%, GHG 
emissions 49% and scarcity-weighted freshwater withdrawals 19%, according to 
Poore and Nemecek, 2018. 

Nature-dependent supply chains are tricky to monitor. For instance, supply 
chains are extremely fragmented for beef produced in Brazil. Smallholder farmers 
often breed animals before selling them to larger farmers who then sell directly to 
beef processors. This indirect part of the supply chain can be up to five times larger 
than the direct one and is thought to account for much of the deforestation. 

Putting a price on nature could be a source of false precision. Such pricing is 
unlikely to reliably indicate optimal natural capital usage, points of no return 
associated with nature's depletion, or nature's future benefits. Yet the implied 
current price of zero, as is now the case, does not foster protection, so some form of 
valuation will be important. 

Biodiversity and disclosure policies could prove ineffective. These need to be 
implemented and at the same time as nature-damaging policies end. Indeed, such 
subsidies globally total an estimated US$6 trillion a year.  
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