Analysis

As climate change and biodiversity loss reshape the global economy,
sustainable forestry is emerging as a powerful tool, says Manulife’s

Investing In nature
and climate transition

There is a growing consensus that the
inexorable nature and climate transi-
tion taking place across the globe will
have profound implications for the
world economy. From where we sit as
a global asset manager, this transition
implies a broad range of emerging pos-
sibilities for asset allocators.

With that in mind, we’ve identified
five investment themes that we think
encompass the various challenges and
opportunities arising from climate
change and nature loss. We believe
the investable universe associated with
these five themes is enormous, cuts
across the global capital markets, and
offers a long-term runway that all in-
vestors should explore (see table on
next page).

As the world’s largest timberland in-
vestment manager, we are honored to
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celebrate our 40th year of business as
we continue to conduct our business in
a way that improves our environment,
nourishes our communities, empowers
our people and delivers performance
for our clients. We believe sustainable
forestry plays a key role in addressing
these challenges without sacrificing
performance.

Beyond traditional financial benefits,
investment in sustainable forestry can
support global ecosystems, positively
impact climate, nature and communi-
ties, and align with evolving investor
objectives — bolstering today’s compel-
ling case for investing in timberland.

Value beyond forest products
Timberland’s traditional investment
fundamentals are increasingly aug-
mented by the value created through
sustainable forest management. We
believe that good stewardship is good
business, and that effective stewardship
of both people and the environment is
critical for long-term timberland pro-
ductivity.

In addition to the sustainable pro-
duction of timber for use in forest prod-
ucts, this approach also supports global
ecosystems through its positive impact
on climate, nature and people. These
benefits, long associated with sustaina-
ble timberland, are now being assigned
tangible value, strengthening returns,
adding optionality to timberland man-
agement and bolstering the compelling
case for investing in timberland today.
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This optionality is not new but is
becoming more fully realized given
rising recognition of the economic
and societal value intrinsic to natural
capital. In our view, this not only of-
fers an opportunity to diversify and
strengthen revenue streams and ex-
pand capabilities to create individual-
ized timberland portfolios for meeting
varied investor objectives, but could
also attract a wider and more diverse
set of investors and investment strat-
egies that may broaden demand and
enhance performance.

Recognizing the value timberland
produces beyond wood products, we
established a value-add services (VAS)
team to actively identify investment
opportunities from these additional
environmental and ecosystem benefits
for our clients and stakeholders. Con-
sequently, we’ve expanded our sustain-
able timberland management practices
to explicitly include investments in car-
bon sequestration, wetland mitigation
and other ecosystem services.

As a result, the VAS team has ena-
bled us to unlock additional value for
our timberland clients. The following
case studies were selected as the VAS
projects that are furthest along their
respective regulatory pathway and
closest to being implemented as part
of the timberland operational manage-
ment plan for each property. These ex-
amples showcase the potential positive
financial and environmental impacts of
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the projects identified and implement-
ed by our VAS team on the timberland
properties we manage for our inves-
tors.

Gopher tortoise conservation
On a client investment property in
Florida, Manulife Forest Management
(MFM) identified an area with unique
attributes. This area offered an oppor-
tunity to create a long-term recipient
site for gopher tortoises, providing a
permanent home for tortoises in need
of relocation due to real estate devel-
opment, and was designated as a VAS
project named Camp Azalea in 2022.
The Camp Azalea project repre-
sents roughly 2 percent of the larg-
er timberland property and presents
a unique opportunity to support a
threatened keystone species, realize
strong returns for our clients, and
continue to operate the remaining
property under traditional sustainable
timberland management practices.
The VAS team developed a manage-
ment plan to permit the project in
two phases: Camp Azalea North and
South. This initiative requires permit-
ting from the Florida Fish and Wildlife
Conservation Commission (FWC).
The gopher tortoise, native to east-
ern North America, dates back 60 mil-
lion years. Its traditional habitat has
been encroached upon as real estate
development has expanded in Florida.
As a keystone species, this also
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impacts many other animals that de-
pend on the gopher tortoise for their
survival. More than 350 species of in-
vertebrates, birds, reptiles, amphibians
and mammals have evolved to rely on
the tortoises’ multichambered, sandy
burrows.

These 15-foot burrows offer tem-
perature regulation, storm protection,
and ecosystem benefits. Residents in-
clude the endangered eastern indigo
snake, the gopher frog and even a spe-
cies of burrowing owl.

The Camp Azalea footprint com-
prises approximately 1,052 acres, pri-
marily dominated by pine plantation
with minor components of mesic flat-
woods, mixed hardwoods/conifers and
wetlands. The parcels are adjacent
to land under conservation easement
managed by the Suwannee River Water
Management District.

Based on an assessment of the two
parcels, MFM estimates the optimal
tortoise density to be up to 1,800 tor-
toises, which requires aggressive thin-
ning, fire management and supple-
mental planting of native groundcover.
These management actions would con-
vert existing mesic plantation to more
open canopy upland flatwoods, meet-
ing the FWC’s desirable vegetative
criteria throughout both parcels. Based
on these estimates, the implementation
of the Camp Azalea conservation pro-
ject could generate an estimated gross
revenue of between $6 million and $8.5
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Virginia stream mitigation bank
conservation project

In Pittsylvania County, Virginia, the Manulife value-add
services team has identified approximately 285 acres of
streams, wetlands and other aquatic resources within a
1,958-acre area of client-owned timberlands as suitable for
developing a stream mitigation bank.

Following the development and approval of its design by mitigation
authorities, we will facilitate the sale of a conservation easement from our
client across these 285 acres for the implementation of the restoration plan.

The plan includes restoring the watercourse and riparian areas for pre-
determined credits and is expected to take several years to complete, with
mitigation credits available to developers on an ongoing basis. The plan
also includes a perpetual monitoring program to ensure long-term success.
The conservation easement is being sold for approximately $2.4 million,
monetizing an area of the timberlands that otherwise contributes minimally
to the property’s revenues.

The primary objective of a stream mitigation bank is to restore, enhance
and/or preserve streams and their surrounding environment, thereby
creating a reserve of ecological credits. Entities with an impact on streams
can purchase these credits to offset their effects, ensuring no net loss of
aquatic resources. This system promotes more efficient and effective
environmental restoration and conservation by concentrating mitigation
efforts on larger, more ecologically meaningful projects.

We have established a strategic partnership with Resource
Environmental Solutions (RES), the nation’s leading provider of nature-
based solutions. RES focuses on transforming impaired lands and waters
into fully functioning ecosystems. Through this partnership, we leveraged
our acreage under management to identify project areas with the potential
to significantly enhance the ecology and health of stream ecosystems
through the development of stream mitigation banks.

The closing date for the conservation easement sale was end of May
2025, and we believe that this project, which dedicates less than 1 percent
of the property to ecological enhancement, has the potential to enhance
near-term financial performance of the overall property while having a
positive impact on the environment.

million, based on the mitigation bank
parameters.

Despite Camp Azalea representing
only about 2.3 percent of the broader
investment property’s total acres, we
believe the project could have a mean-
ingful positive financial impact on the
overall property.

Camp Azalea North is currently
undergoing authorization review by
the FWC, with anticipated permitting
in Q2 2025. Phase II (Camp Azalea
South) is slated for authorization in
2026. Permitting the projects in dis-
tinct phases allows for revenue to be
spread over a broader timeline, while
achieving optimal habitat conditions.

Sustainable timberland

At Manulife, we believe that sustain-
ably managed natural capital assets
can enhance portfolio diversification,
provide a proven inflation hedge and
boost long-term return potential while
promoting healthier ecosystems. Our
experience and scale help us deliver
ecological, social, and financial value
for investors through additional val-
ue-added strategies, such as recreation
and renewable energy leases, con-
servation and carbon projects. These
strategies can help investors meet their
financial objectives while contributing
positively to a better future.

As we proudly celebrate our 40th
anniversary, marking four decades ded-
icated to natural capital investment,
our commitment to sustainable invest-
ing — good stewardship is good busi-
ness — is as relevant and true today as
it was when we started out in 1985. We
believe our clients’ success depends on
the health of the farms and forests we
manage on their behalf, and our glob-
al vertically integrated farmland and
timberland management teams — from
portfolio managers to professional
farm and forest managers — are set up
to help us achieve both objectives.

Tom Sarno is chief investment officer,
managing director and global head
of timberland investments at Manulife
Investment Management
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