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KEY TAKEAWAY

Institutional capital is often described as flowing toward the best assets. In practice, it more often flows toward the
operating platforms, management teams, and governance structures that have earned long-term trust. As natural
capital markets mature, institutional trust may become one of the most durable competitive advantages available
to investment platforms.

THE MARKET IS MATURING

Recent discussions across institutional investors, timberland managers, corporate buyers, and natural
capital operators suggest the market is entering an important phase of institutional maturation. This note
explores why trust—not simply performance—may become a progressively important determinant of long-
term competitive advantage.

Historically, institutional markets have not matured only because attractive investment opportunities

emerged. They matured because investors developed confidence in the people, governance structures,
reporting standards, and operating disciplines responsible for managing capital over long investment

horizons.

Natural capital appears to be approaching its own institutional maturation - where durable platforms,
trusted operating partners, and disciplined capital allocation begin to separate long-term winners from early
participants.

TRUST IS BUILT, NOT RAISED

Institutional capital is often described as being "raised." In reality, the strongest long-term capital
relationships are rarely the product of a single fundraising effort or successful transaction. They are earned
over years through consistent execution, disciplined decision-making, transparent communication, and
demonstrated alignment between managers and their investment partners. Across institutional markets,
investors commit capital with the expectation that it will be stewarded responsibly over decades—not
quarters. As a result, due diligence increasingly extends well beyond the underlying asset to evaluate the
operating platform itself. Governance structures, incentive alignment, reporting standards, operational
capability, and the quality of leadership often become just as important as projected returns.
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Trust, therefore, is not established through presentations, marketing materials, or ambitious projections. It is
built through repeated interactions that reinforce confidence that a platform will continue to make
thoughtful decisions through evolving market conditions.

The organizations that consistently earn institutional trust are often those that demonstrate:

e Alignment between managers and long-term capital partners

e Transparent communication and disciplined reporting

e Operational consistency across market cycles

e Strong governance and thoughtful decision-making

e A demonstrated commitment to long-term stewardship over short-term optimization

Over time, these characteristics become increasingly difficult to replicate. Like reputation, institutional trust
compounds gradually through consistent behavior and can become one of the most durable competitive
advantages available to an investment platform.

Institutional trust is not simply a reputational asset—it is the cumulative result of consistent execution
over time.

WHY TRUST MATTERS

Institutional trust is often viewed as an intangible quality—important, but difficult to define or quantify. In
practice, however, trust has measurable economic consequences that influence nearly every stage of the
capital formation process. None of this diminishes the importance of investment performance. Strong,
consistent returns remain the foundation of every enduring institutional relationship. Trust simply
determines how those returns are interpreted, sustained, and translated into long-term partnerships.

Trust touches the willingness of investors to dedicate resources toward diligence, the speed at which
investment decisions are made, the resilience of capital relationships, and the degree of strategic flexibility
afforded to an operating platform over time. While these outcomes rarely appear directly within financial
statements, they increasingly influence how institutions allocate capital across competing opportunities.

Platforms that reliably earn institutional trust often benefit from advantages that compound across multiple
investment cycles, including:

e Reduced diligence friction and more efficient investment decisions

e Higher probability of repeat capital commitments and follow-on allocations

e Broader access to strategic partnerships and proprietary opportunities

e (Greater resilience during periods of market uncertainty

e Enhanced ability to attract patient, long-duration capital aligned with long-term objectives

These characteristics are not notional. They have been demonstrated repeatedly throughout the evolution of
the institutional timberland sector.

Over several decades, many of the industry's most stable timberland and real asset investment platforms
have successfully navigated commodity downturns, financial crises, ownership transitions, changing
regulatory environments, and shifting investor priorities while continuing to earn the confidence of
sophisticated institutional capital.
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Their success was rarely defined by producing the highest annual returns or the strongest headline
performance metrics alone.

Instead, they built enduring institutional relationships by consistently demonstrating disciplined portfolio
management, transparent communication, thoughtful governance, operational excellence, and an
unwavering commitment to long-term stewardship.

As a result, many institutional relationships have endured across multiple fundraising cycles, generations of
investment professionals, and evolving market conditions. That continuity reflects something broader than
historical investment performance.

It reflects confidence.

Confidence that capital will continue to be managed with discipline when markets become uncertain. Confidence
that incentives remain aligned over decades rather than quarters. Confidence that stewardship will not be
compromised in pursuit of short-term opportunity.

In many respects, this institutional confidence has become one of the defining characteristics of the
timberland investment industry itself. For sophisticated allocators, investment decisions have long extended
beyond projected IRRs, MOICs, or near-term financial outcomes. They increasingly incorporate confidence in
the operating platform—its governance, organizational culture, investment discipline, alignment of interests,
and demonstrated ability to consistently make prudent decisions across market cycles.

Natural capital appears to be entering the stage where institutional trust, platform quality, and disciplined
execution increasingly separate long-term leaders from early participants.

EVERY INSTITUTIONAL ASSET CLASS HAD TO EARN TRUST BEFORE IT EARNED SCALE
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investable when operators when platforms were underwritten when were embraced when Expanding opportunity,
proved they could deliver demonstrated discipline, operators consistently stewardship, consistency, greater complexity, and
reliability at scale. alignment, and governance. executed through cycles. and transparency built the same requirement:
lasting confidence. trust in the platform.

Carbon, biodiversity, conservation finance, resilience, water resources, recreation, and other ecosystem
services undoubtedly expand the opportunity set available within working forests. At the same time, they
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introduce additional underwriting complexity, evolving policy considerations, measurement challenges, and
execution risk.

Historically, institutional investors have demonstrated a willingness to embrace complexity when they
possess confidence in the operating platform responsible for managing it.

Natural capital is unlikely to prove different.

As the opportunity set expands, competitive differentiation may increasingly depend less on access to any
individual ecosystem revenue stream and more on an organization's ability to thoughtfully integrate
multiple sources of value while preserving the operational discipline that institutional investors have
historically rewarded.

The strongest platforms may therefore distinguish themselves not by pursuing every emerging opportunity,
but by demonstrating the judgment to evaluate new opportunities without compromising the integrity of the
underlying business.

Over time, institutional trust may become more than a qualitative characteristic. [t may become a
quantifiable strategic advantage influencing acquisition competitiveness, fundraising efficiency, partnership
formation, organizational resilience, and ultimately the relative cost and durability of capital itself.

Institutional trust is not reflected on a balance sheet. Yet it may ultimately determine the quality, durability,
and cost of the capital that appears on one.

Institutional trust is not earned when markets are easy. It is earned through the decisions that institutions
remember long after the market has moved on.

THE CENTRAL QUESTION

Historically, institutional investors evaluated timberland through the lens of biological growth, asset quality,
geography, manager capability, and portfolio construction. Those fundamentals remain essential. Yet as
natural capital continues to mature, another variable progressively appears to influence where long-duration
capital is willing to concentrate.

Trust. Not trust as reputation. Trust as confidence.
Confidence in governance. Confidence in stewardship. Confidence in disciplined decision-making. Confidence
that an operating platform will continue making prudent decisions long after markets, commodity prices,

political priorities, and environmental markets inevitably evolve.

The defining question may therefore no longer be who can raise institutional capital. [t may be who
consistently earns the confidence to steward it.

Josh Yearout
Founder & Managing Partner
Verdant Natural Capital Partners
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DISCLAIMER

This material has been prepared by Verdant Natural Capital Partners LLC (“Verdant”) for informational and discussion purposes only and
does not constitute investment advice, an offer to sell, or a solicitation of an offer to purchase any security, investment product, or advisory
service. The views and opinions expressed herein are those of the author as of the date of publication and are subject to change without
notice. Certain statements may contain forward-looking views, expectations, or assumptions which are inherently uncertain and subject to
risks, market developments, and other factors beyond Verdant's control. This material should not be relied upon as legal, tax, accounting,
regulatory, or investment advice. Readers should consult their own professional advisors regarding any investment, legal, or business
decisions. While information contained herein has been obtained from sources believed to be reliable, Verdant makes no representation or
warranty as to the accuracy, completeness, or reliability of the information presented.

© 2026 Verdant Natural Capital Partners LLC. All rights reserved. Verdant Natural Capital Partners™ and associated branding are
proprietary marks of Verdant Natural Capital Partners LLC. Unauthorized reproduction, distribution, or use of this material without written
permission is prohibited.
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