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Why do we need a better deal for nature?
Natural carbon sinks such as forests, wetlands, and oceans absorb approximately 40% of all emissions
today – an absolutely critical service for mitigating climate change. At the same time, they create resilience
for communities in the face of an already-changing climate, host millions of unique species of plants and
animals, and provide a foundation for equitable prosperity across the globe1.
Yet ecosystem destruction continues at an alarming pace. Protecting these extremely critical mitigants of
climate change is especially challenging as many of the world’s most critical natural carbon sinks are found
in frontier and emerging markets which, nature aside, can be tough places to do business.
However, the past years’ wave of corporate net zero pledges and resulting resurgence of voluntary carbon
markets are making investments in nature-based companies and projects more viable than ever before –
even in the most challenging geographies. Put simply, they create a better deal for nature.

How can carbon markets unlock private capital for naturebased solutions?
Photosynthesis is arguably the most reliable, scalable, low-cost
technology for carbon sequestration. If it were invented in a lab
today, billions of dollars would pour into this incredible
biotechnology that turns water and atmospheric CO2 into oxygen
and carbohydrates – the very substance of life on earth. Instead,
nature has been largely written off as too complex – and thus
undervalued – except where it can be systematically tamed and
measured such as in industrial agriculture and forestry.
This is changing. Carbon credits place a real dollar value on one of
nature’s most important services: carbon sequestration. And with
this dollar value comes the incentive to measure and sell this service
in the global marketplace.
Companies and projects that are able to successfully measure and
sell this service gain an important new revenue stream that makes
Learn more about nature-based
them a potentially attractive investment opportunity. Whereas
solutions in emerging markets
historically nature-based solutions have been funded by public and
philanthropic dollars – or not funded at all – the
addition of carbon credits into the business model for nature-based solutions can unlock new sources of
private capital.
Private investment in nature-based solutions is essential for reaching the planetary scale of ecosystem
restoration necessary to address the climate crisis. We discuss this topic in more depth in our white paper.
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The World Economic Forum estimates that half of global GDP – $44T – is moderately or heavily dependent upon nature.
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What are the characteristics of attractive frontier market
investments?
Since our founding in 2011, CrossBoundary has been at the forefront of facilitating private investment into
frontier markets. From conflict-affected Afghanistan and Mali to high-growth Nigeria and Vietnam, to
smaller markets like Moldova and Haiti, we have supported a wide variety of management teams to unlock
capital, and we have acted as a trusted advisor to investors spanning the spectrum from impact-first to fully
commercial.
Through this work, we have become acutely familiar with the unique challenges and opportunities of
investing in underserved markets and have observed the common characteristics of good investments in
these markets. In 2018, in partnership with the IFC’s SME Ventures team, we developed a framework that
highlights these characteristics which include: having revenues in hard currency, insulation from
international competition, limited domestic competition, and leveraging comparative advantages of the
country.
While good investments can be found outside of these characteristics, investments possessing one or
more of them are likely to see stronger financial returns than those without them. Figure 1 shows the
results of this research.
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Figure 1. Funds in fragile and conflict-affected situations (FCS) tend to invest in companies
with the following characteristics

Examples

Description

Companies with
revenues in hard
currency

Companies with
insulation from
international
competition

Companies with
restricted domestic
competition

Opportunistic
comparative
advantage
companies

Focus on exports or
providing goods /
services
to international
customers in-country.
Illustrative sectors
include tourism, exportoriented agriculture, and
mining/oilfield services.

Produce essential nontradeable goods or
produce goods with
high transportation
costs. Illustrative
sectors include logistics,
construction, FMCG
retail, business services,
hospitality, and
healthcare.

Provide services that
have a restricted license
to operate or provide
infrastructure that has
high capital
costs/barriers to entry.
Illustrative sectors
include telecoms, toll
roads, energy, and any
other sole licensee
business.

Leverage a comparative
advantage of the
country to build an
enterprise with unique
advantages. Illustrative
sectors include
extractives or unusual
crops native to the
region.

§ Maris Capital
invested
in separate housing
and warehouse
companies for
multinationals in
Mozambique

§ XSML invested in a
digital printing
company in the DRC

§ ManoCap invested in
the largest fishing
company in Sierra
Leone

§ AgDevCo invested in
tree crops (like
cashews) in
Mozambique that
have comparative
advantages for export
markets

§ Adenia Partners
invested in a beach
hotel in Madagascar
§ Solon Capital
invested in Flash
Vehicles, a vehicle
rental company in
Sierra Leone
§ African Century
invested in an
equipment leasing
company in
Mozambique and
Tanzania

§ TLG invested in a
healthcare provider
in Liberia
§ WAVF invested in a
bakery providing
products to locals
§ XSML invested in a
clinic in DRC
§ Beverage investments
include SABMiller in
South Sudan,
Heineken in Sierra
Leone, Coca-Cola in
Somaliland
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§ Whatana Investments
invested in a major
telecom provider in
Mozambique
§ Kinyeti Capital
invested in an airport
logistics company in
South Sudan
§ WAVF invested in a
company providing
logistic services to
the airport in
Monrovia

§ Maris Capital
invested in a teak
company exporting
from South Sudan
§ I&P invested in a
lychee exporter in
Madagascar
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How can carbon credit revenues make companies and projects
more attractive for investment?
When we apply this framework to nature-based companies and projects, it’s easy to see how the sale of
carbon credits exhibits each of these characteristics.
Figure 2. Carbon credit revenues and offtake contracts can make deals more attractive to
investors, especially in more challenging markets

Projects with revenues
in hard currency

Carbon credits are an
export paid for in hard
currency by an
international customer,
reducing exposure to
local currency volatility
Unlike other exports,
carbon credits do not
rely on local
infrastructure such as
roads or ports

Projects with
insulation from
international
competition

Projects with
restricted domestic
competition

Many corporates look to
purchase credits in the
same region as their
operational footprint or
supply chains

Carbon project
developers may secure
long-term offtake from
a corporate or other
buyer

Barriers to entry for
international firms, as
successful projects rely on
long-standing, trusted
relationships with local
communities and land
stewards

Overall, the global market
for high-quality projects is
supply-constrained, and
more projects in a
country can be
mutually beneficial

Opportunistic
comparative
advantage projects
Nature-based solutions
are inherently local
Corporates are looking
for the impact story
alongside the carbon
There is a price
premium for cobenefits

Revenues in hard currency
Firstly, carbon credits are an export paid for in hard currency (typically USD or EUR) by international
customers. This provides a revenue stream that is protected against currency volatility which can hurt
companies in underserved markets who have financial obligations in hard currency. For example, if a
company’s sales are in local currency but its debt needs to be paid back in USD, when that local currency
is devalued, significantly greater sales are required to pay back their financial obligations. And unlike other
exports, carbon credits do not rely on local infrastructure such as roads and ports, which can be unreliable
or nonexistent in underserved markets.

Insulation from international competition
Secondly, investors like companies with insulation from international competition. This often includes local
service industries, or industries that produce essential, non-tradable goods or items that are so bulky that
transport costs kill the imports. While locally generated carbon credits do face international competition,
corporate buyers of credits often try to align their source of carbon credits to the geographies in which
they are generating carbon emissions through their operational footprints or supply chains for raw
materials. This means a corporate buyer with a supply chain in East Africa will prefer to buy credits from
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projects in Kenya or Tanzania as opposed to those in Spain, thereby reducing international competition.
There is also the simple fact that when location matters, carbon projects become non-fungible: in order to
preserve the Congo Basin rainforest, we must invest in projects in the Congo Basin.
At the same time, there are barriers to entry for international firms seeking to develop new carbon
projects in the local market, as the most successful projects rely on long-standing, trusted relationships
with local communities and land stewards which are not easily or quickly replicated by new players.

Limited domestic competition
Thirdly, investors seek out companies with limited domestic competition, either through providing services
with a restricted license to operate or high barriers to entry. While on the whole, carbon projects do face
domestic competition, those which acquire long-term offtake contracts with corporates or other buyers
can similarly secure future revenue streams against competition.
More important, however, is the bigger picture story of a supply-constrained global market for high-quality
nature-based carbon projects. In this context, domestic competition should be a lesser concern to
investors. In fact, a greater number of successful projects in a particular country can have mutual benefits
by giving confidence to international investors in a less familiar geography, and providing upward pressure
to improve the regulatory environment in that country.

Leverage competitive advantages of the local market
Lastly, nature-based carbon credits inherently leverage the unique competitive advantages of the local
market. Each region has its own unique story to tell when it comes to the ecological and human landscape,
and buyers are listening to that story. Co-benefits such as community livelihoods and biodiversity carry a
price premium, and corporates in particular are often looking for the impact story alongside the carbon
credit. Projects with strong impact – and which can communicate this impact effectively – can turn this into
a competitive advantage. Carbon is not yet a commodity, especially in the voluntary carbon market.

•••
Of course, it is not simple to implement a high-quality carbon project, or to generate and sell credits. In
this series, we will explore the many steps in project development and common ways to finance naturebased carbon projects.
If you are developing a carbon project, exploring investment opportunities, or otherwise would like to be
in touch, please reach out to CrossBoundary’s Natural Capital team: naturalcapital@crossboundary.com.
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About CrossBoundary
CrossBoundary Group’s mission is to unlock capital to make a strong return and a lasting difference in
underserved markets globally. The firm has over 120 professional staff, and offices in Accra, Bamako,
Bangkok, Beirut, Bogota, Chișinău, Dakar, Dubai, Ebene, Erbil, Johannesburg, Kinshasa, Lagos, London,
Mumbai, Nairobi, Tunis, New York City, and Washington D.C. CrossBoundary Advisory was founded in
2011 and provides a broad spectrum of investment and transaction advisory services across a range of
sectors in underserved markets globally. CrossBoundary Energy was launched in 2015 and is subSaharan Africa's leading provider of renewable energy services to commercial and industrial businesses.
CrossBoundary Energy Access was launched in January 2019 as Africa’s first project finance facility for
mini-grids, delivering first time power to rural households and businesses.
CrossBoundary Natural Capital
CrossBoundary’s Natural Capital practice provides investment advisory services for transactions with a
strong impact on climate, biodiversity, and the people whose livelihoods depend on nature.
www.crossboundary.com

