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EXECUTIVE SUMMARY

More than 20 years ago, the intersection of the biodi-
versity-crisis and the financial system was analyzed
for the first time. In recent years, the concept of dou-
ble materiality shed light on the dependencies bus-
inesses have with ecosystem services, on the one
hand, and the negative impacts the private sector
has on the environment, on the other. The business
world’s acknowledgement of biodiversity risks and
their relationship to them is new, and thus this is a
wide-open field in which only a small percentage of
financial institutions (FIs) are active. But the topic is
gaining traction as ever more public and private ent-
ities come together to work on it.

One of its central concepts is biodiversity finance,
which refers to the financial resources, public and
private, that flow into the conservation, sustainable
use, and restoration of biodiversity. As proposed in
this study, it also relates to the investments made to
manage biodiversity-related risks at Fls and non-fi-
nancial companies.

A clear example of the growing prominence of biodi-
versity finance is the 2022 Kunming-Montréal Global
Biodiversity Framework (GBF) as formulated by the
Convention on Biological Diversity (CBD). GBF is the
most important accord in the global effort to value,
conserve, restore, and sustainably use biodiversity
by 2050. For the first time in CBD’s 20-year history,
its targets now aim for a deep transformation of the
financial system (CBD, 2022a). In this pursuit, evi-
dence-based science will guide financial decisions.

Among the tools to bridge science and financial ope-
rations, sustainable finance taxonomies are science-
based catalogues that facilitate identifying fundable
sustainable activities. These kinds of taxonomies
are critical to GBF’s realization. Translating scientific
concepts into concrete activities — for example, the
definition of sustainable fishing — makes it easier for
Fls to determine their portfolio composition. Never-
theless, developing countries, often biodiversity hot-
spots, have limited technical capacities to develop,
implement, and monitor the kind of taxonomies that
have a comprehensive approach to biodiversity.

This is why more alternatives should be considered
in addition to taxonomies. There are other tools to
measure biodiversity impacts and dependencies.
Such measurements are essential to help Fls ma-

nage risks and opportunities. Also, environmental,
social, and governance (ESG) frameworks are incor-
porating more detailed information on the biodiversi-
ty-related performance of companies. There are also
catalogue-style guidelines employed on a voluntary
basis. This means that, more than ever, FIs have ac-
cess to tools that, on the one hand, facilitate finan-
cing activities with measurable positive outcomes
and, on the other, inform divestment from activities
with harmful impacts.

Despite the progress, biodiversity-related risks are
still very difficult for businesses to ascertain and turn
into meaningful business practice. This is because
these risks are often systemic and location-speci-
fic (Dempsey, 2016; Responsible Investor & Credit
Suisse, 2021). Critical attention should be paid to
developments in this field, as well as adherence to
official global conventions, and the formulation of
decisions based on science and local conditions.
Fls must make themselves accountable and pull to-
gether in the same direction. Actors committed to
using emerging concepts, such as biodiversity cre-
dits and nature-positive activities, should strive for
consensus and scientific coherence, as well as seek
political support.

Beyond science, it is key that traditional knowledge
also be considered. It is a powerful source to define
worthy sustainable activities. This is of special im-
portance in regions where indigenous and local com-
munities co-manage territories. Moreover, traditional
knowledge also enhances social empowerment and
ownership.

This critically minded stocktaking report is based
on the topics examined in the Sustainable Finance
for Biodiversity in Brazil and Colombia (SF4B) pro-
ject. Its aim is to inform and inspire stakeholders to
develop strategies to address the financial risks of
biodiversity loss and the risks that business as usual
poses to biodiversity.

Although the content has been prepared for profes-
sionals working at Fls, it also pertains to public ent-
ities, companies, NGOs, civil society organizations,
and local communities. The transformation to over-
come complex environmental crises requires syn-
ergies and collaboration: biodiversity maintenance
must be tackled in a multidisciplinary way.
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1.1. = THE CONCEPT OF BIODIVERSITY FINANCE AND

STRUCTURE OF THIS REPORT

Biodiversity finance is a recent term that refers to “ex-
penditure that contributes — or intends to contribute
- to the conservation, sustainable use, and restora-
tion of biodiversity” (OECD, 2020). Biodiversity finan-
ce stems from public and private sources. Some of
the most common financing instruments are direct
government expenditure, subsidies, development fi-
nance, debt-for-nature swaps, payment for ecosys-
tem services (PES), impact investing, philanthropy,
and biodiversity offsets (OECD, 2019).

This stocktaking report explores diverse, sometimes
evolving, approaches to biodiversity finance. It ex-
plores initiatives created to bring more private funds
to biodiversity conservation efforts. It also expands
the concept of biodiversity finance by including a
comprehensive approach to risk management that
attempts to divest from harmful sectors.

CHAPTER 1

introduces the biodiversity loss crisis
and its relationship with the financial sector,
including the different types of biodiversity-
related risks and some historical facts.

CHAPTER 3

introduces the idea of sustainable
finance taxonomies as vehicles
to achieve goals.

Figure 1 Report structure

The report presents a general overview of evolving
aspects of biodiversity finance with the objective
of critically informing readers. Hence, without clai-
ming to be all-encompassing, the authors explore
the progress, challenges, and critical considerati-
ons to inspire further analysis.

The report follows a qualitative methodology. The
authors conducted a desk review analyzing secon-
dary sources, including journal articles, regulations,
sustainable finance taxonomy reports, and govern-
ment documents, as well as publications from inter-
national organizations, NGOs, and companies. Inter-
views took place in 2022 and until mid-2023 with
taxonomy developers from several countries, the
European Commission, FlIs, conservation experts,
and ESG data rating companies.

CHAPTER 2
talks about the international context focusing

on the Global Biodiversity Framework (GBF)
and it connection with the financial sectors.

CHAPTER 4

presents additional approaches to mobilize
biodiversity finance, including “alternative
taxonomies”, biodiversity credits, and a quick
glance at the current state of biodiversity ESG
data and the importance of divesting, i.e.
shifting financial resources.




1.2. = FINANCIAL IMPLICATIONS OF BIODIVERSITY LOSS

As human societies have developed, they have exer- There is a terminology section
ted increasing pressure on natural ecosystems, lea- at the end of this report
ding to a dramatic decline in biodiversity (Bradshaw
et al,, 2021). Especially in recent decades, as wealth
has grown, diversity in genes, species, and ecosys-
tems (i.e. biodiversity) has declined' (Wiedmann et
al., 2020). This relationship is called dependency
and it presents physical financial risks. Ultimately,
all economic activities depend on biodiversity and
ecosystem services in some way, such as freshwa-
ter, pollination, weather regulation, soil fertility, and
fibers. Biodiversity is thus essential for economic
systems. Most ecosystem contributions are co-pro-
duced together with anthropogenic assets, such as
knowledge, institutions, technology, infrastructure,
and financial capital. Not all contributions by nature,
however, can be substituted with anthropogenic as-
sets (IPBES, 2019).

The main drivers of biodiversity loss — changes in
land use, overexploitation of resources, climate
change, pollution and invasive species — originate
from companies in the real economy (IPBES, 2019).
The activities of these businesses are financed
through loans, investments, and insurance. Through
these services, Fls contribute indirectly to the degra-
dation of biodiversity. In other words, they too gene-
rate impacts. Unfortunately, most Fls do not monitor
or measure their impact on biodiversity (portfolio.
earth, 2020; Responsible Investor & Credit Suisse,
2021).

The dependencies and impacts linked to economic
activities create a vicious circle of financial mate-
riality that Fls and stakeholders now increasingly
acknowledge (NGFS, 2022). The Dutch central bank
(DNB & PBL, 2020), French central bank (Svartzman
et al., 2021), and World Bank (Calice et al., 2021) all
concur that a considerable share of the financial sec-
tor's portfolios depends substantially on biodiversi-
ty and ecosystem services. The biodiversity-related
risk that results from declining ecosystem services
is classified in the following ways:

1 For instance, since 1970, global populations of wild species have fallen by nearly two-thirds.




DEFINITIONS: ALL DEFINITIONS AND EXAMPLES ARE DRAWN FROM
(SVARTZMAN ET AL., 2021; TNFD, 2022, WEF & PWC, 2020; WWF, 2019)

Arise from material destruction or depletion — such as damage to infrastructure or
disruption of operations — as well as the failure to deliver goods and services due
to shortages of production supplies and required ecosystem services (e.g. soil nu-
trients, freshwater, pest control, etc.) Example: A blight that wipes out significant
parts of a harvest results in economic losses for agricultural producers.

Physical risks

Transition risks result from a misalignment of an organization’s or an investor’s stra-
tegy and management, on the one hand, and the changing landscape in which it ope-
rates, on the other. Developments aimed at halting or reversing damage to ecosys-
tems, such as government regulations or policy, technological developments, market
changes, litigation, and changing consumer preferences, can result in transition risks.
Transitions risks are divided into:

Regulatory and legal risks

Risks linked to higher costs and economic losses arising from laws, policies, regula-
tions, and court actions aimed at protecting biodiversity. Example: The proposed EU
Deforestation Law results in higher costs for companies because of mandatory value
chain due diligence.

Market risks

Customers adapt demand by renouncing products whose production negatively af-
fects biodiversity. Also, the increased pressure from competitors who produce in-
novative products that customers prefer over the original product. Example: The
demand for non-animal protein rises as consumer awareness about controversies
in meat production emerges, translating into financial risks through lower sales for
meat producers.

Transition risks

Reputational risks

Companies face reputational risks by being held accountable for negative impacts
on biodiversity. Lawsuits negatively affect the company’s reputation by lowering
brand value and decreasing sales. Example: The public increasingly acknowledges
business responsibility on the state of biodiversity. NGOs scrutinize firms and design
public campaigns against companies that can cause decreased sales.

Table 1 Types of biodiversity-related risks

Biodiversity-related risks are systemic. A World Eco-
nomic Forum (WEF) report explains the concept as:
“the risk to collapse an entire financial system or
entire market, as opposed to risk associated with
any one individual entity, group or component of a
system” (WEF, 2010a). Their impacts are largely lo-
cation-based, accumulate gradually, and depend on
interactions between multiple variables.

These categories of risks also describe the financial
impact of climate change. One difference though is
that the road to the standardization of the manage-
ment of climate-related risks has been more broadly
examined and integrated into FIs’ portfolio manage-
ment than biodiversity risks (FSB, 2023). Scientific
evidence from the Intergovernmental Platform on
Biodiversity and Ecosystem Services (IPBES) and the
Intergovernmental Panel on Climate Change (IPCC)
shows that these two crises should be addressed
together. Indeed, they reinforce each other (Portner,
Hans-Otto et al., 2021). There is clearly a priority to
plan beyond thematic siloes and act to manage cli-

mate and biodiversity-related financial risks (Ked-
ward et al., 2022). This is a key requirement for com-
prehensive sustainability strategies (CISL, 2022).

The concept of double materiality was first introdu-
ced in 2019 in the EU Non-Financial Reporting Direc-
tive (NFRD). Businesses face impact materiality as
their own operations and value chain impact the en-
vironment and society. Financial materiality refers to
the significance of sustainability policies on the ent-
ity's ability to create monetary value (EFRAG, 2021).

This graph illustrates it:
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Figure 2 Double materiality

Source: (EFRAG, 2021) as in (Tamayo Tabares et al., 2022)

Biodiversity dependencies and impacts are mea-
sured with quantitative tools, methodologies, and
metrics — most of which have specialized impacts
(footprint). Most of these resources are relatively
new and on steep learning curves. Thus, they have li-
mited applications and include complementary qua-
litative analysis that accounts for location and eco-
system-based information frequently not available
in the datasets used by the tools (Tamayo Tabares
et al., 2022). There are several publications compare
biodiversity measurement tools, including: EU Busi-
ness@Biodiversity Platform (B@B)'s Assessment of
biodiversity measurement approaches for busines-
ses and financial institutions, a Navigation Tool, and
the Guide on Biodiversity Measurement Approaches
— Finance for Biodiversity Pledge.

However, despite the growing awareness of biodiver-
sity loss and its implications, as well as progress in
tools and methodologies, there is still limited guidan-
ce on incorporating biodiversity risks into investing.
Some research exists (e.g. (Tamayo Tabares et al,,
2022; WEF, 2022b)) but its like is quickly outdated as
the development of frameworks and measurement
approaches has increased significantly since 2019.
We expect that through regulation and global volun-
tary initiatives, like the Taskforce on Nature-Related
Financial Disclosures (TNFD), Fls and corporates will
be better able to navigate and apply such resources.



https://green-business.ec.europa.eu/business-and-biodiversity_en
https://green-business.ec.europa.eu/business-and-biodiversity_en
https://green-business.ec.europa.eu/business-and-biodiversity_en
https://capitalscoalition.org/tools/navigation-tool/
https://www.financeforbiodiversity.org/publications/guide-on-biodiversity-measurement-approaches/
https://www.financeforbiodiversity.org/publications/guide-on-biodiversity-measurement-approaches/

1.3. = QUICK HISTORY: WHEN FINANCE MET BIODIVERSITY

Since 2020, there has been many new publications on the relationship between biodiversity and finance, issu-
ed mostly by large NGOs and international organizations. There are also a handful of journal articles. Interna-
tional business organizations and private firms sponsored the first publications in the early 2000s — with the
aim of protecting profit.

The table below documents some of the early reports (most of them listed at (Dempsey, 2016)):

2004

2007

2008

2009

2010

2010

2010
2010

2011
2011
2013
2014

2015

Is biodiversity a material risk for companies (F&C Investment Trust PLC )

Biodiversity, the next challenge for financial institutions? A scoping study to assess
exposure of financial institutions to biodiversity business risks and identifying opti-
ons for business opportunities (IUCN)

Dependency and impact on ecosystem services — unmanaged risk, unrealized op-
portunity: a briefing document for the food, beverage, and tobacco sectors (The
Natural Value Initiative)

The global state of sustainable insurance: understanding and integrating environ-
mental, social, and governance factors in insurance (UNEP FI's insurance group in-
cluding. Allianz and Swiss Re)

Biodiversity and Business Risk (PwC)
The next environmental issue for business (McKinsey)

Demystifying Materiality (UNEP FI)

‘COP’ Out? Biodiversity loss and the risk to investor (EIRIS Foundation)

The Nature of Ecosystem Service Risks for Business (KPMG)

Biodiversity principles: Recommendations for the financial sector (Association for
Environmental Management and Sustainability in Financial Institutions — Germany)

Business, Ecosystems, and Biodiversity. Journal Article. (M. Winn & S. Pogutz)

EU Business and Biodiversity (B@B) Workstream 1: Natural capital accounting for
business (Sustain Value commissioned by EU B@B)

Making the invisible visible: Analytical tools for assessing business impacts & de-
pendencies upon ecosystem services (Business Social Responsibility Network)

Table 2 Reports addressing the risks of biodiversity loss




It was not examined which other publications were
released between 2015 and 2020, as the objective
was to show the origin of the attention to the busi-
ness and financial risks posed by biodiversity loss. A
recent list of publications can be found in the biblio-
graphy.

Over time, ever more reports raised awareness. In
2010, for example, the WEF Global Risks Report pla-
ced biodiversity loss at the same materiality level as
international terrorism, with a 15 to 20 percent likeli-
hood of occurring. It called the issue one to “keep on
the radar.” WEF estimated that “the consequences of
these ongoing losses will not only affect businesses
dealing directly with natural resources but will also
touch the supply chains and growth objectives of
most industry sectors” (WEF, 2010b). Recognition of
the severity of biodiversity loss continued to rise to
such an extent that, in its 2022 report, WEF identified
“biodiversity loss” as the third most severe risk in the
coming five to ten years, after climate action failure
and extreme weather events (WEF, 2022c).

Nevertheless, after almost 20 years of private sec-
tor-led analysis on biodiversity loss risks, the issue
today is not integral to FIs and corporates’ risk ma-
nagement strategies. Indeed, it has gained nothing
close to the attention of climate change. Over the
last decade, new impact measurement tools were
designed and implemented. Nevertheless, biodiver-
sity-related risks are still very difficult to ascertain in
terms meaningful for business decisions. This is be-
cause of the systemic and location-specific charac-
ter of such risks. Market actors demand streamlined,
standardized, reliable, and cost-effective assess-
ment tools (Dempsey, 2016; Responsible Investor &
Credit Suisse, 2021). Ongoing initiatives in the volun-
tary and mandatory realms attempt to respond to the
requirements (Tamayo Tabares et al., 2022) but their
effectiveness is unsubstantiated.
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2.1. — THE CONVENTION ON BIOLOGICAL DIVERSITY AND
THE NEW GLOBAL BIODIVERSITY FRAMEWORK

In 2006 in Curitiba, Brazil, during the eighth Confe-
rence of the Parties (COP) to the Convention of Bio-
logical Diversity (CBD), conversations veered ever
more toward neoliberal axioms. Basing their analy-
sis on economic dynamics, diplomatic participants
began talking about ecosystem services and biodi-
versity offsets — economic not biological or environ-
mental categories (Dempsey, 2016). This shed light
on the economic relevance of biodiversity loss and
began to catalyze analyses from different types of
actors, such as NGOs, international institutions, and
some large IFs.

Since about 2000, CBD has set ten-year targets -
and has learned from the failure to achieve them.
The broad 2010 goal to reduce biodiversity loss and
boost planetary well-being, for example, went un-
met (ISSD, 2010). Subsequently, the goals for 2010
to 2020, called Aichi Targets, were formulated as
SMART (specific, measurable, ambitious, realistic,
time-bound), and include, for the first time, sustaina-
ble practices for central sectors such as agriculture,
fishing, and forestry. And yet, the Aichi Targets them-
selves faced four key shortcomings: ambiguity, low
levels of quantifiability, complexity, and redundancy.
And they were not achieved as a result of limited fun-
ding (mostly public sources) and a lack of political
will to translate the targets into specific actions and
(Butchart et al., 2016).

Another global joint effort is the 2030 Agenda for
Sustainable Development with its 17 Sustainable
Development Goals (SDGs), begun in 2015. This
approach is more integrative as it puts the biodiver-
sity agenda into a broader context of sustainability
across society. The most relevant SDGs for biodiver-
sity are SDG 14 “life below water” and SDG 15 “life
on land.” These SDGs break down into specific goals
with associated indicators. None of those with 2020
deadlines have been entirely reached. Some count-
ries performed better than others; for many there is
no published data (SDG Tracker, 2023).

Nevertheless, the latest CBD targets have new and
greater ambitions. In December 2022, delayed by
two years because of the COVID-19 pandemic, CBD's
Kunming-Montréal Global Biodiversity Framework
(GBF) was signed at COP 15. Two aspects are unpre-
cedented: indigenous and local communities’ rights
and crucial role in conservation, as well as gender
equality, were granted a more prominent role in the
final document - thanks to years of advocacy (Abulo
& Ghosh, 2022). Another novel aspect was the #Ma-
keltMandatory Campaign, backed by over 400 bus-
inesses and Fls from 52 countries. The campaign
demanded that GBF include mandatory assessment
and disclosure of impacts and dependencies on bio-
diversity for all large companies and Fls. #Makelt-
Mandatory recognized that voluntary actions are
insufficient to deliver the required transformation
at the scale and pace necessary to realize the CBD
agenda (Business for Nature, Capitals Coalition, CDP,
2022). The campaign's petitions are part of GBF’s
Target 15.

GBF has four overarching goals that should be met
by 2050: halt loss of and restore nature, use lands
and seas sustainably, share benefits and services
equitably, and mobilize necessary resources. The fi-
nal goal includes private and public funding (domes-
tic and international) for the conservation and sus-
tainable use of biodiversity and ecosystems (CBD,
2022b).

There are 23 specific targets that CBD's member
states agreed to achieve by 2030. Although the in-
dicators and language are more concrete than the
previous versions, critics still consider them vague
and insufficiently binding (Abulo & Ghosh, 2022).
The tables below depict the targets with the most
direct connection to FIs (only applicable details are
noted.)?

2The publication "Stepping Up on Biodiversity. What the Kunming-Montreal Global Biodiversity Framework Means for Responsible Investors”

(UNER 2023) presents a detailed analysis of all 23 targets and their relationship with Fls.



https://www.unepfi.org/industries/investment/stepping-up-on-biodiversity/

Relevance for the
financial sector

Component and
complementary
indicators

Comments

Table 3 GBF - Target 14 for Fls

Relevance for the
financial sector

Component and
complementary
indicators

Comments

Table 4 GBF - Target 15 for Fls

TARGET 14

Progressive alignment of all relevant public and private activities, fiscal and financial
flows with the goals and targets of the GBF (CBD, 2022a)

+ Indicator based on Task Force for Nature-related Financial Disclosures (TNFD)

+ Number of countries with Implementation of the System of Environmental Economic
Accounting (SEEA)(CBD, 2022b)

This target is a means to align financial flows in order to design sustainable finance
taxonomies. The instrument helps countries match their policy targets and fiscal in-
centives with concrete activities and assets in the real economy. Nevertheless, bio-
diversity loss is not an integral part of existing and developing taxonomies (Aceituno
etal., 2022).

Fls can increasingly expect systems of national accounts and global accounting stan-
dards to include biodiversity and ecosystem-related values, and should consider how
to reflect these appropriately in their risk analyses and impact assessments. Metrics
and guidelines, such as TNFD, exist or are being developed to support this process
(UNEP, 2023b).

TARGET 15

Development of legal, administrative, or policy measures to encourage and enable busi-
ness to ensure that large and transnational companies and Fls (CBD, 2022a):

+ regularly monitor, assess, and transparently disclose their risks, dependencies, and
impacts on biodiversity;

+ provide information needed to promote sustainable consumption patterns;
+ report on compliance with access and benefit-sharing regulations;

+ reduce negative impacts on biodiversity;

+ increase positive impacts;

+ reduce biodiversity-related risks to business and Fls;

+ promote actions to ensure sustainable patterns of production.

+ Species threat abatement and restoration metric
+ Ecological footprint

+ Number of companies publishing sustainability reports (CBD, 2022b)

CBD asks governments to make this series of procedures mandatory for large compa-
nies and all Fls. This might pose transition risks due to the elevated costs of collecting
and assessing information. Additionally, clients interested in sustainable finance pro-
ducts might invest elsewhere once information is publicly available.

CBD encourages common requirements for all market actors. Considerable public and
private efforts must happen to enable this approach. Small businesses do not currently
have finance and technical capacities to undertake such a complex process. Recent
efforts to incorporate robust biodiversity-related criteria for reporting at the EU level
have been water downed, despite the ambitious recommendations of experts (Euro-
pean Sustainability Reporting Standards (ESRS)) (Eurosif et al., 2023; T&E, 2023). Thus,
this target will likely face significant challenges.




Relevance for the
financial sector

Component and
complementary
indicators

Comments

Table 5 GBF - Target 18 for Fls

Relevance for the
financial sector

Component and
complementary
indicators

Comments

Table 6 GBF - Target 19 for Fls

TARGET 18

Identify by 2025, and eliminate, phase out or reform incentives, including subsidies
harmful to biodiversity, in a proportionate, just, fair, effective, and equitable way whi-
le substantially and progressively reducing them by at least USD 500 billion a year by
2030. Also, scale up positive incentives (CBD, 2022a).

+  Number of countries with biodiversity-relevant taxes

+  Number of countries with biodiversity-relevant charges and fees (CBD, 2022b)

Environmentally harmful subsidies encourage unsustainable production or consump-
tion and harm, in this case, biodiversity. Such subsidies were part of the Aichi Targets.
However, progress was very slow since such subsidies are difficult to identify and track,
even for governments that create them. Many government departments operate in silos
without awareness of subsidies offered by other ministries. Additionally, sectoral and
political elections hinder improvement (Dempsey et al., 2020).

This target might also mean considerable transition risks since many harmful econo-
mic activities are profitable, not least because of subsidies and lax legislation on envi-
ronmental damage. Also, cleaner options will likely become more attractive to investors
(Koplow & Steenblik, 2022). Hence, Fls should assess which operations and assets may
be affected by the elimination of subsidies, such as those related to food and agri-
culture, and monitor opportunities arising from repurposing subsidies to activities and
industries contributing to GBF goals (UNEP, 2023b).

TARGET 19

Increase the level of financial resources — substantially and progressively — from all
sources, in an effective, timely, and easily accessible manner, including domestic, inter-
national, public, and private resources by 2030, mobilizing at least USD 200 billion per
year. The means include (CBD, 2022a):

increasing total biodiversity-related international financial resources from developed
countries;

significantly mobilizing domestic resources;
leveraging private finance (e.g. impact funds) and promoting blended finance;

stimulating innovative schemes such as payment for ecosystem services (PES),
green bonds, biodiversity offsets and credits, and benefit-sharing mechanisms, with
environmental and social safeguards;

optimizing co-benefits and synergies of finance targeting the biodiversity and climate
crises;

enhancing the effectiveness, efficiency, and transparency of resource provision and
use.

Foreign direct investment (FDI), official development assistance, and South-South co-
operation

«  Amount and composition of biodiversity-related finance reported to the OECD creditor

reporting system (CBD, 2022b)

PES have already been introduced in different countries (Calvet-Mir et al., 2015). Their
application could be innovative if businesses incorporate such payments as part of their
balance sheets, while recognizing dependencies on biodiversity and responsibility in
ecosystem services. PES are based on valuation methods that cannot account for the
incommensurability of different values attached to biodiversity (Lliso et al., 2020).

The climate-biodiversity nexus is a topic of increasing attention under the promising-yet-
contested idea of nature-based solutions (NbS) (Seddon et al., 2020, 2021). Biodiversity
credits and offsets are also in the sights of researchers and private-sector developers.




Clearly, to achieve GBF’s goals, CBD has tasks for
everyone. As shown in the tables above, CBD urges
organizations of all sizes to align their financing
and programming decisions with GBF (CBD, 2022c).
Hence, actions from private and public sectors need
to be monitored and results aggregated. GBF must
be ratified by all of CBD's 196 member states and
translated into national and subnational objecti-
ves through the national biodiversity strategies and
action plans (NBSAPs). This should help address
GBF’s vagueness. The NBSAPs should be updated
or drafted accordingly with GBF by 2024 (COP 16)
(CBD, 2022a). Consequently, and although countries
commit to comply, the only way to reach the targets
and monitor the progress is to have strong NBSAPs
linked to national legislation, with allocated financial
resources and capacity development and monitoring
plans. Thus, NBSAPs should incorporate specific na-
tional biodiversity finance plans (NBFPs) (UNEP FI et
al., 2023), such as map internal financial resources
from private and public sources, and design a resour-
ce mobilization plan (blending suitable private and
public sources and instruments). For this process, it
is crucial that governments learn from previous ex-
periences and refer to documented lessons learned
and cases studies on NBSAPs (Shames et al., 2023).

Such policy, financial, and technical tasks are particu-
larly challenging for developing countries, which are
the most biodiverse (Cardona Santos et al., 2023).

To remedy this problem and boost funds transfer
from richer countries, CBD welcomes initiatives such
as NBSAP Accelerator Partnership, the High-Ambiti-
on Coalition for Nature and People 2.0, the Legacy
Landscapes Fund, the Kunming Biodiversity Fund,
and the Japan Biodiversity Fund (CBD, 2022c).

In an effort to address local financial limitations, it
calls for:

A fundamental transformation of the global financial
architecture and the reform of multilateral develop-
ment banks and international finance institutions,
including investment banks, to make them fit for pur-
pose in supporting implementation of the global bio-
diversity framework, sustainable development, and
just transition efforts in developing countries (CBD,
2022c).

While governments prepare themselves and com-
mence to roll out financial pledges and strategies, a
number of papers already advise Fls how to manage
biodiversity double materiality (e.g. (Tamayo Taba-
res et al., 2022). Additionally, initial GBF guidance
has been published specifically for Fls. United Nati-
ons Environment Program (UNEP, 2023b) and UNEP
Finance Initiative (UNEP Fl, 2023) connected GBF
with recommendations for investors and banks.® The
central request is to take immediate and ambitious
action to align operations and portfolios with GBF,
which can help prepare for policy developments.

3 There are several papers with recommendations to mainstream biodiversity finance, most of them published in the last three years.
Biodiversity and Finance: Managing the Double Materiality offers a good overview of existing guidance.



https://www.bfn.de/publikationen/broschuere/biodiversity-and-finance-managing-double-materiality

Build critical capacity internally on biodiversity, and establish ownership at the
executive/board level to shape governance

Regularly screen and assess investor portfolios for biodiversity risks (stem-
ming from dependencies and impacts), at sector- and location-level, using
tools such as ENCORE, IBAT, WWF Risk Filter Suite, and UNEP-WCMC Nature
Risk Profile for risk management processes

Engage with high-risk investees to access further information (including asset
location data), mitigate risks, and explore potential opportunities

Pilot the disclosure recommendations from TNFD and build capacity for trans-
parent disclosure and reporting

Develop investment policies and strategies related to biodiversity and drivers
of biodiversity loss, including sector-specific policies or exclusions

Actively identify opportunities to develop or participate in financial mecha-
nisms contributing to GBF targets and vision

Become involved in relevant initiatives, such as the Finance for Biodiversity
Foundation, TNFD, and Science-based Targets Network

Share lessons learned and mobilize others to take individual and coordinated
collective action

Figure 3 Recommendations to align Fls with the GBF (UNER 2023b)




Considering CBD’s record of failure, researchers
have recommended a new and transformative ap-
proach to biodiversity governance to inspire a new
era of GBF. This approach should apply to all actors
and be led by governments. This approach focuses
on addressing underlying causes (indirect drivers)
of sustainability issues and should be described as
(Visseren-Hamakers & Kok, 2022):

— integrative by addressing challenges and sustai-
nable solutions at all scales and sectors;

—inclusive by, for instance, empowering the most
vulnerable to contribute to biodiversity conserva-
tion, e.g. with special traditional knowledge;

- adaptive by learning from feedback and by sha-
ring openly lessons;

- transdisciplinary by incorporating different know-
ledge systems and fields;

— anticipatory by applying the precautionary princi-
ple, especially with new technologies to select at
an early-stage risk mitigation or transfer mecha-
nisms.

REGIONAL APPROACH TO GOAL
SETTING IN THE EU

Regional efforts have been made to address biodi-
versity loss at the EU level. The main objective of
the 2030 EU Biodiversity Strategy is to ensure the
recovery of Europe’s biodiversity by 2030 (European
Commission, DG ENV, 2021). In the same vein, the
European Green Deal (2019), a plan to sustainably
transform Europe’s economy, considers preserving
biodiversity a chief priority in the transformation of
the EU into a resource efficient and competitive eco-

nomy (European Commission, 2021b). Both policy
documents acknowledge that the biodiversity and
economic crises are intrinsically linked, and actions
needed to address them should be aligned. The EU
taxonomy, presented in next chapter, aligns both
policies.

Tip: The Leaders Pledge 4 Nature is a collaboration
of 94 national governments to foster actions to re-
verse biodiversity loss by 2030. Its website offers
an overview of actions taken in the member count-
ries, such as binding policies, legislations, and de-
claration of protected areas.

Text box 1 Regional approach to goal setting in the EU



https://www.leaderspledgefornature.org/actions/

2.2. — VOLUNTARY AND PRIVATE INITIATIVES

Worldwide private actors, sometimes with public sponsorship, have come together to face the challenges of
biodiversity loss. However, such initiatives did not gain traction and a new wave of joint actions began around
2019. The table below illustrates some of the most active and recognized initiatives.

Taskforce on
Nature-rela-
ted Financial
Disclosures
(TNFD)

Finance for
Biodiversity
(FfB) Founda-
tion

Partnership
for Biodiversi-
ty Accounting
Financials
(PBAF)

An international initiative based on a model developed by the Taskforce on Climate-Related
Financial Disclosures (TCFD). Its mission is to provide a framework to organizations indica-
ting how environmental risks and opportunities can be addressed by turning capital flows into
positive environmental action. The final TNFD framework is currently in progress.

Was set up in March 2021 with the aim to support a call to action and collaboration between
Fls in the form of working groups, as a connecting body for contributing signatories and part-
ner organizations. Fls that have signed the FfB pledge can become a member of the FfB
Foundation. Currently, 45 Fls are members.

An independent foundation based in the Netherlands and a sister-initiative of the Partner-
ship for Carbon Accounting Financials (PCAF). PBAF's primary aim is to develop the PBAF
standard that enables Fls to assess and disclose impact and dependencies on biodiversity of
loans and investments.

A collaboration of more than 45 global non-profits working together to equip companies as
well as cities with guidance to set science-based targets for all of Earth's systems. In May
2023, SBTN launched a set of science-based targets for nature building on global momentum
on climate with over 2,600 companies setting science-based targets for climate. The guidan-
ce draws on science and includes collaboration with Earth Commission, a scientific group. It
is also aligned with GBF, the Paris Agreement, and the SDGs.

Science-based
target network
(SBTN)

Table 7 Main private-led initiatives on biodiversity

ON OTHER GLOBAL TRENDS: WHAT DOES “NATURE-POSITIVE” MEAN?

Nature positive is a term increasingly used at the international level to articulate an ideal situation in the interface bet-
ween economic activities and nature that drives improvement of nature’s condition (CISL, 2021). To date, the concept
remains vague.

Some stakeholders describe it as a movement (WEF, 2021). It also linked to a Global Goal for Nature adopted primarily by
large NGOs (WWF, Conservation International, TNC, and others) — as a global state to be achieved. Theoretically, it aligns
to GBF goals: halt and reverse nature loss by 2030 and live in harmony with it by 2050, with 2020 as baseline (Multiple
organizations, 2022). It appears, thus, as an interpretation of the CBD , 2050 Vision and 2030 Mission.“ However, and con-
trary to expectations (Fernandez & Nele, 2022), the CBD main text and annexes do not refer to the concept (CBD, 2022a).
There are neither standard indicators nor guidelines on how to measure the level of positiveness of company strategies.

If one breaks down the concept, it becomes even more vague. Nature is a complex term that means different things to
different people. Positive is also complicated since measurement from local to global scales is still largely based on pro-
xies and existing (and to some extent limited) science. It also related to the concept of ,net-zero,’ which opens the doors
for the contested ideas of offsets and compensations (119 experts, 2022; Fernandez & Nele, 2022; Greenpeace, 2022)
(for more on this topic see box 6 in the last chapter).

The vagueness of nature positive could facilitate its use for greenwashing (Zu Ermgassen et al., 2022). Public and private
actors should stick to official global conventions and decisions based on science and local conditions. Critics argue
that they must make themselves accountable and all pull in the same direction. Actors committed to using the concept
should strive for consensus, political support, and scientific coherence.

Text box 2 Nature-positive concept



https://tnfd.global/
https://pbafglobal.com/
https://sciencebasedtargetsnetwork.org/
https://earthcommission.org/
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3.1 — ROLE OF SUSTAINABLE FINANCE TAXONOMIES TO

ACHIEVE GOALS

To accelerate the highest priority shifts in capital
flows, sustainable finance taxonomies have emer-
ged as a tool to classify economic activities contri-
buting to environmental goals.

These types of taxonomies work
as a classification system that
catalogue economic activi-
ties considered ecologically
benign. They provide clear
instructions and precise
environmental  perfor-
mance metrics and cri-

teria for each activity

(Xu et al, 2022). The

goal is to guide inves-

tors and other market
stakeholders, support

their  decision-making
toward sustainability, and
avoid greenwashing. By
outlining the types of data
required to evaluate an asset's
contribution, taxonomies catego-
rize an asset or activity depending on
how well they support specific sustainabili-
ty goals (Ehlers et al., 2021).

Additionally, taxonomies* help governments track
financial flows directed to policy objectives as they
are commonly designed and implemented in the fra-
mework of national strategies and plans (Aceituno
et al., 2022). Consequently, taxonomies are set for
specific jurisdictions such as countries and regions
(e.g. the EU). The jurisdictional approach enables
the alignment with national or regional policies and
local conditions, the determining of baselines, and
achievement of goals. However, crossborder rela-
tionships imply that some Fls and companies would
face the challenge of expanding the application of
taxonomies to other jurisdictions or observing mul-
tiple regulations depending on location (Aceituno et
al., 2022).

Market actors seeking to enlarge the positive im-
pacts of their portfolios benefit from standardized
definitions of sustainable activities. Simultaneously,

in cases where mandatory reporting is part of the
application, like in the EU, Fls and companies might
struggle to gather and disclose the required data.
The reason is that technical details concer-
ning environmental performance are
generally not reported. In particular,
long global value chains are ridd-
led with data gaps. The hope
is that through taxonomies
and related regulations,
the capacities of imple-
menters will improve
over time. This is why,
typically, the application
of taxonomies includes

a preparatory phase.

Types and uses of sustai-
nable finance taxonomies

Current trends show that exis-
ting taxonomies often adhere to
the following three approaches (UN-
DESA & IPSF, 2021):

Whitelist-based: This approach includes a list of
activities, assets, technologies, and projects con-
sidered green or sustainable in the taxonomy. The
Chinese, Mongolian, and Russian taxonomies follow
this approach.

Technical screening criteria (TSC)-based: Specific
screening criteria must be met by an activity or pro-
ject to be included in the taxonomy. EU and South
Africa follow this approach.

Principle-based: A set of principles is used to assess
and categorize economic activities based on their
alignment with climate objectives and contribution
to facilitating the transition toward a low-carbon eco-
nomy. Malaysia and Japan adopted this approach to
develop their taxonomies.

“Sustainable finance taxonomies and taxonomies are used interchangeably in this publication.




Additionally, two broad starting points have been
identified — although the underlying local reasons,
objectives, and methodological characteristics of
national taxonomies vary. First, there are countries
that consider the EU taxonomy as a benchmark but
follow other international standards as well, and
adapt them to the local context. The second ap-
proach seeks to close existing gaps in taxonomies or
include activities that are not already covered (Gond-
jian & Merle, 2021).

These instruments can differ widely. Experts insist
on the importance of taxonomies to reflect local con-
ditions while incorporating equivalence and interope-
rability considerations to allow for their application
beyond borders (Aceituno et al., 2022).

COMMON FRAMEWORK OF SUSTAINABLE FINANCE TAXONOMIES FOR LATIN AMERICA
AND THE CARIBBEAN (UNER 2023A)

This framework was developed to guide the creation of new taxonomies as well as the updating of existing ones
in Latin America and the Caribbean, a region where the number of taxonomies is constantly growing. Its objective
is to foster interoperability and the application of science, which implies that taxonomies must be based on similar

guiding principles and have common design elements.

This framework prioritizes sectors based on the objectives of climate change mitigation and adaptation for LAC.
It also provides guidance for the inclusion of activities, as well as guidelines for the definition of metrics and thres-

holds for certain sectors of the taxonomy.

Guiding Principles

Seek interoperability with other taxonomies globally

Make material positive contribution to well-defined objectives and avoid damage

Provide clear definitions that are science-based for environment or evidence-based for other sustainability issues

Allow for a credible transition of high emission sectors with a clearly defined final goal, regardless of the pathway

Be dynamic and subject to regular reviews

Ensure good governance, transparency, and practical applicability

Biodiversity-related objectives will be addressed between 2023 and 2024. For now, the framework includes the relevant
DNSH principles. The development may benefit from guidance around GBF and the finalization of the TNFD framework.

Text box 3 Common framework of sustainable finance taxonomies for Latin America and the Caribbean




3.2 — THE IMPORTANCE OF SCIENCE IN TAXONOMY

DEVELOPMENT

Transforming sustainability goals into measurable
targets, such as the SDGS and those in the Paris Ag-
reement, requires scientific methods. The scientific
approach links objectives with quantifiable results,
such as specific reductions in greenhouse gas emis-
sions, decreased deforestation rates, or targeted le-
vels of biodiversity preservation (Ehlers et al., 2021).
Hence, science is a cornerstone of taxonomies: from
the establishment of goals and the identification of
priority sectors to the definition of milestones, trans-
formation pathways, and monitoring frameworks.

Building on the experience of existing taxonomies
and the recommendations from experts, the core ta-
xonomy elements to incorporate scientific knowled-
ge are as follows:

— Technical expert groups (TEG): Independent of
the public or private institutions leading the de-
velopment of the taxonomies, collaboration with
sectoral and environmental experts (according to
the objectives) is indispensable. Only experts with
a sectoral and scientific background can evaluate
the extent to which policy goals, current circums-
tances, and capacities align with the safe opera-
ting space within planetary boundaries. A TEG
developed the EU taxonomy draft presented to the
European Commission in 2021. This group consis-
ted of experts from finance, academia, and civil
society who engaged with 200 additional experts
from different backgrounds to define the taxonomy
elements outlined below (DG FISMA, 2020). It is
worth mentioning that this TEG did not start from
scratch. European Commission's Joint Research
Centre (JRC) was tasked to perform a preliminary
analysis of methodologies and options for develo-
ping criteria for substantial contribution to the four
objectives beyond climate, which include biodiver-
sity (Canfora et al., 2022) The EU taxonomy will be
presented later in this paper.

- Definition of substantial contribution: For activi-
ties and assets to be listed in a taxonomy, their
substantial contribution must be proven. Experts
should then follow several steps, which according
to the JRC include (Canfora et al., 2022):

+ Defining types of substantial contribution. For
example, reducing pressure on the environ-
ment, directly improving the state of the envi-
ronment, or enabling other activities.

+ Introducing possible approaches to define
substantial contribution. Quantitative or quali-
tative methods to assess contribution.

+ Setting the level of ambition. Based on avai-
lable reference points (policies and scientific
literature), experts should set which level of
contribution should become the goal to be em-
ployed as a reference.

+ Establishing technical screening criteria
(TSC). The previous steps and selection of the
priority economic sectors are crucial inputs for
experts to define TSC used to select the activi-
ties and assets eligible for the taxonomy.

+ Selecting the most suitable approach. Accor-
ding to the decisions made in the previous
steps.

- Do No Significant Harm (DNSH): One underlying
characteristic of multi-objective taxonomy is that
the achievement of one of goal should not harm
therest.® Science is critical in evaluating the inter-
actions of multiple activities and environmental
aspects (Canfora et al., 2022).

— Metrics and indicators: Science provides the ba-
sis for defining thresholds, indicators, and guide-
lines to develop sector-specific criteria. Expert
groups involved in the development of the Clima-
te Bond Initiative taxonomy, for example, utilized
up-to-date climate science, incorporating findings
from IPCC and International Energy Agency (IEA).
These scientific resources were leveraged to iden-

° In the case of the EU taxonomy, there are six environmental objectives: climate change mitigation and adaptation, sustainable use and pro-
tection of water and marine resources, transition to a circular economy,pollution prevention and control, and the protection and restoration of

biodiversity and ecosystems.




tify eligible assets and projects that align with the
taxonomy's criteria and objectives (World Bank,
2020).

There are also multiple benefits from a science-ba-
sed approach:

— Transparency and consistency: There are chal-
lenges to applying similar measurement metrics
in different jurisdictions. Therefore, science-ba-
sed quantifiable, verifiable, and comparable me-
trics set an international standard that can be
followed by all jurisdictions and reduce inconsis-
tency in taxonomies (World Bank, 2020).

— Structured revision and update processes: Taxo-
nomies are living documents that must be upda-
ted regularly. The updating process normally is
twofold: 1) policy-wise to adapt to new policies
and laws, and 2) science and technology-wise
to account for technical developments (UNEP,
2023a).

— Policy support: Robust and evidence-based re-
commendations are more likely to receive poli-
tical support and drive effective policies as they
are viewed as independent and objective (Luca-
relli et al., 2020).

+ The EU taxonomy is usually a reference when
discussing taxonomies since it was the first
and was designed following a comprehensive
science-based approach. Since it was prepared
to be part of a mandatory regulation on sus-
tainable finance, it went through a process of
European Commission and EU parliament de-
liberations, adjustments, and final approval. In
the end, the TEG's recommendations were only
partially observed — a product of political com-
promise influenced by multiple industries’ lob-
bies. In the case of climate change, and against
TEG advice, the Commission incorporated the
classification of certain fossil gas and nuclear
energy activities as transitional activities that
contribute to climate-change mitigation. These
activities are thus deemed sustainable. Multip-
le experts, academics, and civil society organi-
zations protested this classification, claiming
that this undermines the credibility of the ta-
xonomy as a tool for economic transformation
(Azizuddin & Holmstedt-pell, 2022).

The next subsection will examine the biodiversity
component of the EU taxonomy and others.

THE ROLE OF TRADITIONAL KNOWLEDGE FOR SUSTAINABILITY

Traditional knowledge is the information, innovations, and practices of indigenous and local communities around
the world. Developed from experience and observations over centuries it is usually transmitted orally from gene-
ration to generation (UNEP & CBD, 2012). Traditional knowledge often holds invaluable insights about the environ-
ment and ecosystems. Indigenous and local communities have developed a deep understanding of their surroun-
dings over generations, including knowledge about plants, animals, weather patterns, and natural resources. This
knowledge can inform sustainable practices, such as land management techniques, resource conservation, and
business innovation (Bir6 et al., 2019; Thakuria, 2014).

GBF recognizes the relevance of traditional knowledge by stressing "the roles and contributions of indigenous
peoples and local communities as custodians of biodiversity and partners in the conservation, restoration, and

sustainable use. Its implementation [the GBF] must ensure their rights, knowledge, including traditional knowledge
associated with biodiversity, innovations, worldviews, values, and practices of indigenous peoples and local com-
munities are respected, documented, and preserved" (CBD, 2022a).

Despite the instrumental contributions of traditional knowledge, guidelines to develop sustainable finance taxono-
mies do not mention it for the definition of screening criteria (e.g. TSC). The common framework for LAC also does
not highlight indigenous and local practices as sources to define what can be called sustainable, although Latin
America and the Caribbean have over 45 million indigenous people living in vast territories (CEPAL, n.d.). Studies in
the region prove that they can contribute to address climate change and build resilience (UNESCO & FILAC, 2021).

Respect for and recognition of traditional knowledge should go beyond the boundaries of social safeguards, and be
reflected and integrated in the technical components of taxonomies . This is of outmost importance in regions with
indigenous and local groups. Doing so can further

Text box 4 The role of traditional knowledge for sustainability




3.3 — BIODIVERSITY IN SUSTAINABLE FINANCE

TAXONOMIES

Scientific knowledge is obviously a fundamental
component of taxonomy development. This study
has also mentioned how biodiversity considerations
have been largely overlooked in conjunction with
economic development and financial operations.
One of the reasons for this is the perceived comple-
xity of the topic and the prominence of gained by cli-
mate crisis. Climate change mitigation and adapta-
tion are covered by almost all the taxonomies around
the world (CCAP, 2022).

Our interviews with taxonomy developers made cle-
ar that developing countries often lack the technical
expertise to include biodiversity-related considera-
tions, without which an integral approach to sustai-
nability cannot happen. Fls in developing countries
struggle to implement and comply with climate-ba-
sed taxonomies because of their limited capacities,
expertise, and lack of data from clients. Regulators
are also concerned that biodiversity and ecosystem-
related data are constricted for business use cases
and complex verification processes. Hence, even in
cases where biodiversity has been included in taxo-
nomies, developers do not expect high levels of im-
plementation. Financial incentives could support the
application but there are currently no plans to intro-
duce them (FS interviews, June 2023).

Nature related
DNSH criteria (%)

Nature related
objectives (%)

As for the role of biodiversity in existing taxonomies,
of 17 megadiverse countries only a third of them
have sustainable finance taxonomies: Brazil, China,
Colombia, Malaysia, Mexico South Africa. Another
17 percent are currently working on their develop-
ment. Of the 30 current sustainable finance taxo-
nomies, only 12 incorporate or plan to incorporate
nature-related factors into their framework. This in-
clusion often means one of the objectives refers to
nature protection (also meaning water, soil, etc.) and
DNSH aspects (Aceituno et al., 2022) (see graph).

There is considerable difference in terms of detail
and activities that the taxonomies cover. Some of
the adopted taxonomies cover nature-relevant envi-
ronmental objectives — water conservation, pollution
prevention, the protection of biodiversity and eco-
systems — while others don't. For example, the Mal-
aysian taxonomy only focuses on climate change
objectives; other categories are considered by way
of DNSH principles. The Russian and Mongolian ta-
xonomies label the objective of biodiversity as ,im-
provement of the environment” and ,improvement of
livelihood” (Merle & Gondjian, 2021).

41%

30 40 50

Figure 4 Nature and biodiversity covered in existing sustainable finance taxonomies (Aceituno et al.,, 2022)
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In the Sri Lankan taxonomy, ,ecological conservation
and resource efficiency” and ,pollution prevention
and control” are among the main four objectives,
although merged as ,other green objectives” be-
sides the climate change category. A lack of tech-
nical expertise in Sri Lanka explains the failure to
adequately incorporate biodiversity and ecosystem
considerations into the development of sustainable
finance taxonomies (FS interview, 2023). In Georgia,
biodiversity conservation is highlighted in the taxo-
nomy and technical standards are aligned with natio-
nal policies. But Fls have less interest in biodiversity
and as a consequence Georgia has not issued any
green loans. Though the country lacks the expertise
to implement the taxonomy and measure biodiversi-
ty, the taxonomy helps to share a common definition
across sectors (FS interview, 2023).

In 2022, a study carried out by WWF and Climate &
Company, a sustainable finance think tank, provided
the following recommendations to improve nature-
related issues in sustainable finance taxonomies
and contribute to GBF goals (Aceituno et al., 2022):

— G20 countries should include biodiversity issues
comprehensively in existing and developing ta-

xonomies. Sustainable finance strategies should
account for nature-positive outcomes.

Policymakers from megadiverse countries should
introduce interoperable taxonomies that can be
used for international trade. Given the high com-
plexity of globalisation processes and production
supply chains, identifying those responsible for
causing ecosystem degradation is a challenging
task. This often results in the burden of ecosys-
tem destruction falling disproportionately on the
most biodiverse countries. These countries end-
ure the negative consequences without simulta-
neously enjoying the immediate economic gains.

Another crucial aspect is the consideration of
value chains to go beyond direct impacts in a
specific location. Final products are commonly
the result of complex processes across regions.
Hence, impacts and dependencies have a multi-
location character. International voluntary sustai-
nability standards can help address such globali-
zation challenges to define what counts as green
or environmentally harmful.




- Policymakers should also strive for taxonomies
that cover both “green” and “transition activities”
(i.e., intermediate environmental performance),
as well as “significant harm” aligned with GBF.

— Jurisdictions should use an ,adopt-or-adapt” ap-
proach to drive the convergence of critical taxo-
nomy design features (see for example, text box
3 on the LAC Common Framework).

At the same time, there are efforts to recognize that
transitions to sustainability happen in a gradual
manner. As defined in the EU taxonomy, transition
activities are activities that contribute to the transi-
tion to the net-zero emission goal by 2050, but are
not “green” at the moment. Graded taxonomies of-

fer a solution as they allow for the identification and
classification of activities that actively work toward
adopting more sustainable practices (International
Platform on Sustainable Finance, 2022). In general,
the transition component in taxonomies is rather
new. Many stakeholders criticize the often-used bi-
nary design of taxonomies that only allows econo-
mic activities or assets to be either aligned with the
taxonomy or not. Using a binary design makes it dif-
ficult to allow gradations, sometimes called “shades
of green.” Not all economic activities can immediate-
ly meet the criteria for environmental sustainability,
but are on a path that reduces their impact and im-
proves their environmental performance.

COLOMBIA’S GREEN TAXONOMY

The conservation and sustainable use of biodiversity is a component of Colombian sustainability policies, such
as green growth policy and long-term climate strategies. In the particular case of sustainable finance, the national
green taxonomy adopted in 2022 includes two sets of objectives: climate mitigation and land-use sectors. The
second category includes the objective of ,conservation of ecosystems and biodiversity“ and connects to agricul-
ture, forestry, and land use (referred to as the AFOLU) sectors. However, the activities that meet the taxonomy's
requirements are not defined for each environmental objective. Biodiversity aspects are considered throughout the
classification as the main criteria or as part of the national environmental regulation (Gobierno de Colombia, 2022).

To illustrate the Colombian taxonomy’s understanding of diversity, biomass, biofuel, and biogas-based electricity

generation require:

full traceability of the supply through the relevant chain;

all forest biomass used in the process must comply with the forestry regulatory framework;

the biomass used must conform to the requirements defined in the national biomass and biofuels regulations
and to those requirements defined in the taxonomy'’s forestry section.

The criteria are not as detailed as in the EU taxonomy (next subsection) and rely primarily on existing regulations.
Fortunately, work on specific biodiversity criteria for the taxonomy is expected. This is encouraging since much can
be accomplished through new sustainable thresholds beyond compliance with regulation.

Text box 5 Example - Colombian Green Taxonomy




3.4 — BIODIVERSITY IN THE EU TAXONOMY

One of the six environmental objectives in the EU
taxonomy is the ,protection and restoration of bio-
diversity and ecosystems.” The ambition guiding the
definition of TSC and aligned with the EU Biodiversity
Strategy was (European Commission, 2020):

To ensure that by 2050 all of the world’s ecosystems
and their services are restored to a good ecological
condition, resilient, and adequately protected. The
objectives of the EU Biodiversity Strategy will be
achieved at latest by 2030. From today the world’s
biodiversity needs to be put on the path to recovery
and no deterioration in conservation trends and sta-
tus of all protected habitats and species by 2030 will
be ensured.

The activities substantially contributing to the achie-
vement of this goal were, in the first place, described
by the TEG of the Sustainable Finance Platform. Ap-
proved in June 2023, it reflected the changes incor-
porated through feedback and review periods.

The TEG's initial drafts (2019 to 2021) contained sus-
tainability criteria for activities central to tackle the
loss of biodiversity, such as agriculture (animal and
crop production), construction, fishing, and forestry.
But they are not part of the delegated act,® which
does not mean they cannot be included in the future
(European Commission, 2023; Schrems & Bar, 2021).
The reason given for this exclusion is that ,further
assessment and calibration of criteria“ are needed.
TEG members criticized that Commission decisions
- similar to the case of gas and nuclear energy -
deviate from the TEG's science-based recommenda-
tions. They charge that if policymakers opt to ignore
experts advise, backed with convincing evidence,
they should explicitly justify their reasoning (Allen &
Hiller, 2023).

Annex 4 of the second delegated act for EU taxono-
my outlines general criteria for the following activi-
ties:

Environmental protection and restoration activities:
Conservation, including restoration, of habitats, eco-
systems, and species. Related activities include in-
situ conservation and different forms of restoration.
TSC, among others, include a detailed description of
the initial ecological situation, the establishment of a
management plan (content described in the annex),
and regular audits.

Accommodation activities: Hotels, holiday, camping
grounds, and similar accommodation. The activities
must contribute to the conservation of restoration
of biodiversity and ecosystems following an action
plan, a sustainable supply chain, environmental ma-
nagement system, and regular audits.

Although the scope of the EU taxonomy for biodi-
versity has shrunk significantly, TEG members were
relieved to discover that as they recommended, bio-
diversity offsets were not part of the regulation. This
means that ecosystem benefits derived from con-
servation and restoration activities cannot traded to
compensate environmental damage caused by other
activities (WWF, 2023).

¢ Original fishing criteria included, for example, % of minimum sea surface as no-take zone, thresholds for by catch of protected, endangered
or threatened species. In the case of construction, buildings contributing to biodiversity restoration should have at least 60% of the external
horizontal surface area (excluding surface area that is required for renewable energy sources in order to comply with mandatory local requi-

rements), dedicated to natural habitat or biotopes.
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4 - OTHER APPROACHES TO BIODIVERSITY FINANCE

The figure below illustrates two pathways for Fls to
improve their performance on biodiversity. One op-
tion includes mainstreaming activities with proven
positive biodiversity outcomes. The other calls for di-
vesting from harmful sectors. The result will depend
on both. An FI with products fostering sustainable
practices but with large investments with negative
impacts will have a final balance with high risks and
adverse effects on the ecosystem services. In ot-

Finance activities with
substantial contribution

Ways to create positive
impacts and align to GBF

her words: such an IF is not constructively managing
double materiality (Tamayo Tabares et al., 2022).
This chapter will present examples of the progress
and challenges Fls experience when navigating the
world of biodiversity finance.

Follow official sustaina-
ble finance taxonomies

Refer to voluntary
classifications
(e.g. IFC Reference Guide)

Shift funding toward
portfolio activities with
positive impacts or low

materiality

Reduce negative impacts

Divest from harmful
sectors

*Information is needed either from own impact and dependency assessments or ESG data

Figure 5 Ways to create positive impacts and align to GBF




4.1. BIODIVERSITY-LINKED FINANCIAL PRODUCTS

The sustainable finance taxonomies introduced in
the previous chapter can be used in different ways.
For instance, companies and project promoters can
choose to meet the criteria of the EU taxonomy to
attract responsible investors. Alternatively, inves-
tors can use the taxonomy criteria for due diligence
screenings and identifying sustainable investment
opportunities to achieve a positive environmental
impact. They can also design financial products
specifically for sustainable activities. The TSC and
DNSH principles support the selection of clients and
monitoring activities (impact assessment). In this
sense, taxonomies facilitate the advancement of Fls
that otherwise were not ready to undertake the requi-
red technical development of such products to green
their portfolios (European Commission, 2021a).

In fact, taxonomies already play a pivotal role in esta-
blishing standards for diverse financial products, as
well as foster the development of new ones in a stan-
dardized manner. The EU, for example, has come to
a provisional agreement about the creation of Euro-
pean Green Bonds (EuGB). The legal framework puts
uniform standards on bond issuers who want to re-
fer to their green bonds as EuGB. These bonds must
follow the EU taxonomy and be consistent with its
environmental objectives (European Council, 2023).

Supervised entities under the Colombian Superinten-
dency of Finance (SFC) are encouraged to leverage
the Colombian Green Taxonomy for multiple objec-
tives. These include identifying funding and invest-
ment prospects, assessing portfolio alignment with
green assets, and designing sustainable products
and solutions (Circular Externa 005 de 2022, 2022).
Green credit instruments can be exempt from of-




fering fees to incentivize the issuance of thematic
instruments and promote the utilization of this ta-
xonomy. Alternatively, compliance with international
standards and indicators is acceptable for econo-
mic activities or assets not covered by the country’s
green taxonomy (Resolution 0586 - 2023, 2023).

If policymakers follow the recommendations outli-
ned in the previous chapter, new and updated taxo-
nomies will increasingly cover biodiversity issues
in coming years. Meanwhile, existing guidance and
standards can be adapted as “voluntary taxono-
mies.” Fls can seek reference cases of existing fi-
nancial products with a focus on biodiversity. This
includes exploring the data behind such products'
design, implementation, and monitoring procedures.

Take, for example, the Biodiversity Finance Referen-
ce Guide, which builds on the Green Bond Principles
and Green Loan Principles of the International Finan-
ce Corporation (IFC). The aim of the guide, intended
for Fls and investors, is to offer an indicative list of
investments, activities, and project components that
contribute to biodiversity conservation, ecosystem
services, and sustainable natural resource manage-
ment. The guide has been updated to align with GBF
and offers the following (IFC, 2022):

—a structured approach for investors and financi-
ers to identify eligible use of proceeds that cons-
titute biodiversity finance;

—a guideline for policymakers to design biodiversi-
ty finance taxonomies; and

—an indicative list of biodiversity finance invest-
ment activities and project components.

- The biodiversity finance eligible activities fall into
three categories:

— investment activities that seek to generate biodi-
versity co-benefits;

—investments in biodiversity conservation and/or
restoration as the primary objective; and

— investments in nature-based solutions to conser-
ve, enhance, and restore ecosystems and biodi-
versity.

The following table summarizes the technical input
of the guidance (first four columns), while the fifth
column responds to a matching process completed
by the authors. The financial products in the list were
selected exclusively based on their thematic descrip-
tion and are used as examples. There is no further
analysis of their transparency, environmental integ-
rity, and impact.” As shown later in this chapter, this
type of analysis is challenging to conduct.

7 These financial instruments are based on the ‘objectification” and “singularization” of (parts of) biodiversity and by which financial transac-
tions become possible. This approach has advantages and limitations that can be explored further in Biodiversity Finance and Transformati-

ve Governance: The Limitations of Innovative Financial Instruments.



https://www.cambridge.org/core/books/transforming-biodiversity-governance/biodiversity-finance-and-transformative-governance-the-limitations-of-innovative-financial-instruments/B255A23F2F51143592B0EFA86D6928BB
https://www.cambridge.org/core/books/transforming-biodiversity-governance/biodiversity-finance-and-transformative-governance-the-limitations-of-innovative-financial-instruments/B255A23F2F51143592B0EFA86D6928BB

Biodiversity
Finance
category

Subcategory
(example)

Green Bond/
Green Loan
Principles'
Environmental
Objectives®

GBF
Targets

Potentially aligned financial
products

Investment
activities
that seek
to generate
biodiversity
co-benefits

Productive land
use/ agriculture
that increases
crop yields/quality
on existing land
without increasing
the environmental
footprint.

B, NRC, PPC,
CCM, CCA

Land Degradation Neutrality
Fund's (LDN) mission is to
catalyze transformative capital,
uniting public and private
investors to finance projects
that advance Land Degradation
Neutrality. It includes sustai-
nable agriculture (UNCCD &
Mirova, 2017).

Forestry and
plantation such as
sustainable forest

production and
management that
meet international
best practices.

B, NRC, CCM

ASN Biodiversity Fund’s objec-
tive is to contribute to the pre-
servation, protection, and rest-
oration of biodiversity through
global investments in projects
and businesses, focusing on
sustainable forestry, agrofo-
restry, seas and fisheries, and
ecotourism sectors (Green
Finance Institute, 2022).

Freshwater/ma-
rine sustainable
production via
sustainable fis-
heries and fishery
practices (adhere
to gear restricti-
ons and modifica-
tions, offtake and
sourcing procedu-
res, vessel modifi-
cations, minimize
by-catch).

Sustainable Ocean Fund seeks
to support the sustainable

use of ocean resources by
investing in a range of sectors,
including sustainable fisheries,
aquaculture, and ocean-related
renewable energy projects
(Mirova, 2020).

Investments
in biodiversity

conservation
and/or
restoration

as the primary
objective

Freshwater and
marine habitat
conservation or
restoration, such
as seagrass beds,
coral, and mang-
roves, that protect
important species,
improve habi-
tats, and provide
services or import-
ant ecological
functions.

B, NRC, CCM

DWS Concept ESG Blue
Economy primarily invests in
companies addressing issues
like ocean acidification, marine
pollution reduction, marine
conservation, sustainable
resource management, and
fisheries sustainability (DWS,
2023).

Investments
in NbS to
conserve,
enhance, and
restore eco-
systems and
biodiversity

flooding and soil/
water salination.

Table 8 Biodiversity Finance Reference Guide (IFC)

B, NRC, CCM,
CCA

Wetlands Environmental Im-
pact Bond aims to bridge fun-
ding gaps for essential coastal
wetland restoration projects

in Louisiana by mitigating the
effects of coastal erosion, sea
level rise, storm surges, and
nuisance flooding on commu-
nities (Quantified Ventures,
2021).

8 B= Biodiversity, PPC= Pollution Prevention and Control, NRC= Natural Resource Conservation, CCM= Climate Change Mitigation,
CCA= Climate Change Adaptation.




TRENDING TOPIC ON ALTERNATIVE APPROACHES:

BIODIVERSITY CREDITS

Biodiversity credits (or biocredits) may sound familiar
to the highly contested carbon credits (Fischer & Knuth,
2023; Hache, 2019). Nevertheless, the organizations
promoting them emphasize that biodiversity credits
are different because in contrast to carbon credits, they
are not intended to be used as offsets (i.e. actions ta-
ken to compensate for the negative impacts on the en-
vironment).

Biodiversity credits are defined as (Porras & Steele,
2020):

an economic instrument that can be used to finance
biodiversity-enhancing actions (such as protecting
or restoring species, ecosystems or natural habitats)
through the creation and sale of biodiversity units. Po-
tentially, biocredits would be generated by those who
conserve biodiversity and bought by those who want
to invest in biodiversity conservation. Once purchased,
biocredits could be retired from the market or potenti-
ally sold in secondary markets.

It is envisioned that through the purchase of these cre-
dits, companies will demonstrate their commitment to
managing nature-related risks. One example is the “vo-
luntary biodiversity credits” of the Spectacled Bear Ha-
bitat Bank in Colombia. Each credit (priced at USD 30)
corresponds to 30 years of conservation and/or rest-
oration of ten square meters of forest. Another exam-
ple is the Australian “biodiversity unit” that combines
one carbon credit with one biocredit equivalent to 1.5
square meters of habitat protection (WEF, 2022d).

By mid-2023, at least ten initiatives were working on
biodiversity credits. The idea is to include existing and
potential regulation on impact and dependency disclo-
sure that will attract attention to companies’ biodiver-
sity performance (The Biodiversity Consultancy, 2022).

Though no international standards to develop biocre-
dits exist — that is, to determine a fungible unit of mea-
surement — there are at least three specific methodo-
logies (Ducros & Steele, 2022) and multiple others that
can be adapted to develop credits, i.e. quantify biodi-
versity gains (Nature Finance & carbone4, 2023). Also,
there are efforts to design global principles (Biodiversi-
ty Credit Alliance, 2023; The Biodiversity Consultancy,
2022).

Information on this topic is growing, but it does not ne-
cessarily mean that the concept is becoming clearer. In
some sources, the conceptual framework and practical

use of credits versus offsets becomes tangled (Por-
ras & Steele, 2020; South Pole, 2023). A recent biodi-
versity credits taxonomy clearly mentions offsetting
as one of the possible typologies (Nature Finance &
carbone4, 2023). Additionally, the concept links to the
not-so-straightforward “nature positive” movement
(introduced in chapter two), which inherently relates
to the concepts of net-zero, not-net-loss, and net gain,
which in principle imply compensatory activities (119
experts, 2022).

Although advertised as different, market developers
emphasize that biocredits developers should reflect
on the lessons learned from the performance of car-
bon credits. Crucial elements must be ensured such
as environmental integrity and additionally.° Equally
important, fair and timely inclusion of indigenous peo-
ples and local communities to safeguard their rights
and ensure an equitable distribution of monetary
benefits as well as adequate governance structures
(Taskforce on Nature Markets, 2022; WEF, 2022a).

Additional reflections should include the ethical issu-
es around biodiversity offsetting. For instance, offset-
ting may exacerbate environmental harm because
it erodes ethical barriers. Indeed, it can be used as a
“permit to destroy” (Ives & Bekessy, 2015). Common-
ly, mandatory compensation does not capture the in-
trinsic value of biodiversity correctly (Karlsson & Ed-
vardsson Bjornberg, 2021). The zero-sum character of
offsetting also lacks substantial contribution ; in other
words, it does not create value (Apostolopoulou et al.,
2018)). This is why it was left out of the EU taxonomy,
as the TEG recommended.

This market-based solution is quoted in GBF as one
innovative schemes to mobilize financial resources
on Target 19. Simultaneously in the same target, CBD
suggests also relying on non-market-based approa-
ches, such as community-based natural resource
management, and civil society cooperation and soli-
darity (CBD, 2022a). Finding ways to reconcile both ap-
proaches is critical and must be evaluated by govern-
ments. Critics point to the dangers of disproportionate
focus on the market-based approach and biodiversity
financialization (119 experts, 2022). In a world where
markets have grave failures, governmental institutions
should safeguard the wellbeing of people and eco-
systems. At the same time, most biodiverse countries
face weak governance and government structures.
There are grounds for caution as market development
moves faster than policymaking.

° A (bio)credits project is additional if the level of conservation or restoration achieved would not have occurred without

revenue from the sale of the credits.

Text box 6 Excursus - Trending topic on alternative approaches: Biodiversity credits
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4.2. ESG DATA AND MEASURING CHALLENGES

An important piece to this puzzle is keeping Fls and
corporations accountable for the results of their bio-
diversity-relevant products and actions. The requi-
red analysis is essential for market actors to make
decisions. The challenge is that this information is
frequently difficult to retrieve at the location and as-
set-specific level (GDFA, 2022). Reports on
existing footprinting tools, certificati-
ons, and data sets show alternati-
ve ways to generate the requi-
red information (CREM & Pré
Sustainability, 2019). No-
netheless, these approa-
ches are often based
on proxies or sectoral
assumptions that can-

not account for causa-

lity or are not flexible

enough to incorporate

sustainable practices,

i.e. results stem from

traditional production
processes.
Another aspect is ESG

data. A recent analysis in-
dicates that although climate

disclosure has gained significant

attention in the business world, cor-
porate disclosure related to biodiversity is
not progressing at the same — and urgent — pace.
Last year, more than 18,700 companies disclosed
their climate data through Carbon Disclosure Project
(CDP), reflecting a remarkable increase of 42 per-
cent. In the same period, data on forests — just one
aspect of ecosystems — was disclosed by just over
1,000 companies, showing a growth rate of only 20.5
percent compared to 2021 (Business for Nature, Ca-
pitals Coalition, CDP, 2022). In addition to insufficient
reporting obligations, Fls face various data and mea-
surement challenges concerning biodiversity which,
in turn, result in limited disclosure practices.

In general, there are increased references to biodiver-
sity in ESG frameworks and with data providers

while building the ESG materiality matrix (WEF,
2022b). ESG rating agencies tend to include variab-
les such as: the impact of companies on land, forest,
water, and biodiversity; management strategies to

-

protect biodiversity and ecosystems; and the align-
ment with SDG 15 (life on land). However, ESG data
providers measure these variables based on publicly
available data. This affects the accuracy of biodiver-
sity impact data.

Some ESG approaches use special foot-
printing metrics. For instance, the ISS
ESG’s Biodiversity Impact Assess-
ment Tool (coverage about
7,400 issuers) focuses on
two main biodiversity in-
dicators: the Potential
Disappeared Fraction of
species (PDF) and the
Mean Species Abun-
dance (MSA). Additio-
nally, it considers ten
other  environmental
midpoint factors: cli-
mate change, marine
acidification, freshwater
acidification, terrestrial
acidification, freshwater
eutrophication, marine eu-
N trophication, freshwater eco-
. . toxicity, water availability, land
’/‘ transformation, and land occupa-
tion (ISS, 2022).

As biodiversity risks are highly location and region-
specific, geospatial analysis is at the core of tools
that enable companies and investors to focus on
impact. Some tools also analyze ecological and en-
vironmental risks of companies through location-ba-
sed multi-layer geospatial analysis. They measure
species distribution, proximity of protected areas,
and provide biodiversity due diligence data, among
other things (MSCI, 2022b; RepRisk, 2022). Scree-
ning methods are also used in biodiversity-related
risk assessment. MSCI tools include biodiversity-
sensitive area and deforestation screening metrics
in their ESG database (MSCI, 2022a).




Though tools exist for assessing and integrating
biodiversity risk into the ESG framework, there is no
standard methodology for determining and reporting
biodiversity (CREM & Pré Sustainability, 2019). Fls
and non-financial companies consider biodiversity in
their ESG database according to different standards.
To address this inconsistency, TNFD’s reporting gui-
delines can be crucial for ESG practices. The appli-
cability of the TNFD framework will be determined
when it is released in full and applied. EU regulation
and other international standards will be key to en-
hancing disclosure.

As already argued, impacts assessments depend
on the specific production process, the location
(ecosystem), and environmental risk management
practices. Proxy approaches are difficult to apply.
Sustainable finance taxonomies represent a solution
as they delimit what is considered sustainable, nor-
mally following science-based evidence for a certain
jurisdiction. If taxonomies are robust, Fls can utilize
them as a catalogue and create positive impacts on
biodiversity.

This chapter shows that there is available, though
not perfect information to help Fls begin their jour-
ney toward transforming their portfolios to the bene-
fit of biodiversity.

SHIFTING FINANCIAL RESOURCES AWAY
FROM HARMFUL ACTIVITIES

In 2020, a study estimated that the funding needed
to halt biodiversity loss ranges between USD 722
and USD 967 billion annually. However, this estima-
tion considers only the sustainable transformation
of agriculture, forestry, and fishing practices (Deutz
et al.,, 2020). While these sectors significantly inflict
much of the damage on biodiversity, factors such
as local economic practices and ecological condi-
tions should be factored in to obtain a more accu-
rate estimation. In other words, global figures serve
as indicators to convey urgency. They are, however,
highly imprecise. Activities in mining, oil and gas
extraction, industrial production, energy generation,
infrastructure, and transportation are also central to
the transformation (Kurth et al., 2020).

Even in cases where biodiversity loss is “compen-
sated,” the final balance of lost versus gained ent-
ails uncertainty as it is based only on estimations
(Apostolopoulou et al., 2018). Certainly, Fls should
foster activities that preserve, restore, and sustai-
nably use biodiversity, but they should also shift the
billions invested in harmful activities. One analysis
of biodiversity-related risks put it this way: “To pre-
vent extinction, banks have to stop funding it” (port-
folio.earth, 2020). Transition risks might push in
that direction, but since adequate regulation must
be developed and then enforced, Fls committed to
the protection of the planet should not wait to em-
bark on far-reaching transformation (Tamayo Taba-
res et al., 2022).

Text box 7 Shifting financial resources away from harmful activities




CONCLUDING REMARKS

The success of GBF relies substantially on the finan-
cial sector's involvement. Contributions of Fls and
companies need to be more concrete, ambitious, and
aligned with GBF targets. Moreover, the private finan-
cial sector must take a proactive role by voluntarily
participating in joint initiatives. The new era posed
by the GBF demands a transformative approach to
biodiversity governance that is integrative, inclusive,
adaptive, and anticipatory. This new approach to bio-
diversity loss crises requires efforts from all actors,
and a fundamental transformation global finance’s
architecture.

Sustainable finance taxonomies offer the opportunity
to contribute to this transformation by utilizing scien-
ce-based criteria to define sustainable activities that
contribute to the conservation and restoration of bio-
diversity. Nevertheless, trends show that biodiversity
is not comprehensively integrated in current taxono-
mies. Although there is not a best practice to follow,
guidance exists to enable taxonomy developers and
“updaters” to expand taxonomies to biodiversity-re-
lated issues by including new sectors contributing
to conservation, restoration, and sustainable use. At
the same time, negative impacts should be halted
in the short term by fostering transition finance and
strengthening environmental regulation. Impact and
dependency measuring are also strategies to sup-
port an informed divesting from harmful sectors.

More than 20 years ago, Fls, companies, and interna-
tional organizations began discussing the financial
risks of biodiversity loss. Models, methodologies,
metrics, and tools have been developed to measure
biodiversity impacts and dependencies. Neverthe-
less, they are not widely utilized, and little has been
done to transform the relationship between humans
and other species and ecosystems.




TERMINOLOGY

Biodiversity: The variability among living organisms in terrestrial, marine, and other aquatic ecosystems. This
includes diversity within species (genetic), between species, and of ecosystems (CBD, 1992).

Biodiversity finance: Expenditure that contributes - or intends to contribute - to the conservation, sustainable
use, and restoration of biodiversity (Hanson et al., 2012; OECD, 2020).

(Biodiversity) dependency: A business’s reliance on or use of nature where nature functions as an input, or
enables, enhances, or influences environmental conditions required for successful business performance (Na-
tural Capital Finance Alliance & UNEP-WCMC, 2018).

Biodiversity loss: Global trend in which life on Earth declines at various levels, ranging from reductions in gene-
tic diversity to the degradation of entire ecosystems. For instance, vertebrate species populations monitored
across years have declined by an average of 68 percent over the last five decades (WWF, 2020). Biodiversity
loss also implies a reduction in ecosystem services (Bradshaw et al., 2021). Estimations of biodiversity loss
rely on mathematical equations that allow for discrete quantitative measures to account for the uncertainty
that not all species have been described (Dempsey, 2016).

Biodiversity offsets: Conservation measures employed to compensate for unavoidable residual damage oc-
curring at the final stage of the mitigation hierarchy (Bull et al., 2013).

Biodiversity-related risks: Financial or economic risk related to biodiversity loss (NGFS, 2022).

(Nature) conservation: The prevention of the destruction, degradation, and decline of species, landscapes, and
ecosystems and measures to ensure their long-term survival (Lanjouw, 2021).

Convention on Biological Diversity (CBD): Signed by 150 government leaders at the 1992 Rio Earth Summit,
the CBD is the central intergovernmental biodiversity process. CBD has three main objectives: the conserva-
tion of biological diversity, the sustainable use of its components, and the fair and equitable sharing of the
benefits arising out of the utilization of genetic resources. The Conference of the Parties (COP) to the CBD
meets every two years (CBD, 1992).

Double materiality: This concept acknowledges the double character of materiality in terms of nonfinancial/
sustainability reporting. Namely, it refers to how businesses contribute to the unprecedented biodiversity loss
and how, at the same time, such loss impacts the performance of companies. Businesses face “impact ma-
teriality” as their own operations and value chain affect the environment and society. “Financial materiality”
refers to the level of significance of a sustainability issue on the reporting entity’s ability to create financial
value (EFRAG, 2021).

Ecosystem services: The benefits people obtain from ecosystems, including biodiversity. Ecosystem services
can be classified as follows (Alcamo et al., 2003):

- Provisioning services are products such as timber and fuel wood from forests, freshwater from rivers.

- Regulating services are the benefits obtained from the regulation of ecosystem processes, including clima-
te, hydrological, and biochemical cycles.

— Cultural services are the nonmaterial benefits people obtain from ecosystems through spiritual enrichment,
cognitive development, reflection, recreation, and aesthetic experiences.

- Supporting services are processes necessary for the production of all other ecosystem services. Their
impact on people are either indirect or occur over a long period. Examples include soil formation and the
nutrient cycle.

ESG: A framework system that integrates environmental (E), social (S), and governance (G) factors in financial
operations. ESG refers to responsible investment as “a strategy and practice to incorporate ESG factors in
investment decisions and active ownership.” (Li et al., 2021).




Impacts: A positive or negative effect of business activity on the quantity or quality of biodiversity levels or
ecosystem services (Hanson et al., 2012; Natural Capital Finance Alliance & UNEP-WCMC, 2018).

Megadiverse countries: the 17 countries that harbor 70 percent of species diversity of the planet. Seven such
countries are in the Americas: Brazil, Colombia, Ecuador, Mexico, Peru, USA, Venezuela (IPBES, 2023).

Nature: Nature includes biodiversity, ecosystems (both physical structure and functioning), evolution, biosphe-
re, humankind’s shared evolutionary heritage, and biocultural diversity. Nature is inextricably linked to humans
and not a separate entity (IPBES, 2017). Nature is a very complex and plural concept. “Context-specific, sub-
jective, normative and dynamic worldviews and values are at play in any definition of nature. Being aware of
this pluralism is essential for avoiding “objective” definitional attitudes that risk disregarding and marginalizing
the plurality of values and worldviews connected to different definitions of nature.” (Visseren-Hamakers & Kok,
2022).

Nature-based solutions (NbS): Umbrella term for solutions to societal challenges that involve working with
nature. They encompass a wide range of actions, such as the protection and management of natural and semi-
natural ecosystems, the incorporation of green and blue infrastructure in urban areas, and the application of
ecosystem-based principles to agricultural systems (Seddon et al., 2020).

Nature-related risks: arise when a change in a business’s impacts or dependencies on nature become a thre-
at to that business’s operations and profitability (WWF, 2019). Unlike biodiversity-related risks, nature-related
financial risks are financial or economic risks posed by natural processes, including climate, weather, and bio-
diversity loss (NGFS, 2022).

(Ecological/nature) restoration: The total set of ideas and practices - social, scientific, economic, political -
involved in assisting the recovery of an ecosystem that has been degraded, damaged, or destroyed (Clewell et
al., 2004; Higgs, 1994).




REFERENCES

119 experts. (2022). Open letter: 119 experts call to protect nature from the “nature positive economy”. https://
greenfinanceobservatory.org/2022/11/04/open-letter-119-experts-call-to-protect-nature-from-the-nature-po-

sitive-economy/

Abulo, L., & Ghosh, S. (2022, Dezember 20). Nations adopt Kunming-Montreal Global Biodiversity Framework.
Mongabay Environmental News. https://news.mongabay.com/2022/12/nations-adopt-kunming-montreal-glo-
bal-biodiversity-framework/

Aceituno, E., Cheung, C., Erdmann, K., Hessenius, M., Jiirgens, ., Krimphof, J., Nayan, L., & Scharwies, D. (2022).
When Finance talks Nature. WWF France in cooperation with Climate & Company. https:/wwfint.awsassets.
panda.org/downloads/when_finance_talks_nature.pdf

Alcamo, J., Bennett, E. M., & Millennium Ecosystem Assessment (Program) (Hrsg.). (2003). Ecosystems and
human well-being: A framework for assessment. Island Press.

Allen, B., & Hiller, N. (2023). New sustainability criteria: IEEP’s take on the Commission’s proposal for the EU
taxonomy. https://ieep.eu/news/new-sustainability-criteria-ieeps-take-on-the-commissions-proposal-for-the-

eu-taxonomy/

Apostolopoulou, E., Greco, E., & Adams, W. M. (2018). Biodiversity Offsetting and the Construction of ‘Equi-
valent Natures’: A Marxist Critique. ACME: An International Journal for Critical Geographies, 17(3), Article 3.

Azizuddin, K., & Holmstedt-pell, E. (2022). EU Taxonomy: What happened last week and what does it mean
for investors? Responsible Investor. https://www.responsible-investor.com/eu-taxonomy-what-happened-last-
week-and-what-does-it-mean-for-investors/

Biodiversity Credit Alliance. (2023). Home | Biodiversity Credit Alliance. https://www.biodiversitycreditalliance.

org/

Bird, M., Molnar, Z., Babai, D., Dénes, A., Fehér, A., Barta, S., Safian, L., Szabados, K., Ki$, A., Demeter, L., &
Ollerer, K. (2019). Reviewing historical traditional knowledge for innovative conservation management: A re-
evaluation of wetland grazing. Science of The Total Environment, 666, 1114-1125. https://doi.org/10.1016/j.
scitotenv.2019.02.292

Bradshaw, C. J. A., Ehrlich, P. R,, Beattie, A., Ceballos, G., Crist, E., Diamond, J., Dirzo, R., Ehrlich, A. H., Harte,
J., Harte, M. E., Pyke, G., Raven, P. H., Ripple, W. J., Saltré, F., Turnbull, C., Wackernagel, M., & Blumstein, D. T.
(2021). Underestimating the Challenges of Avoiding a Ghastly Future. Frontiers in Conservation Science, 1,
615419. https://doi.org/10.3389/fcosc.2020.615419

Bull, J. W, Suttle, K. B., Gordon, A., Singh, N. J., & Milner-Gulland, E. J. (2013). Biodiversity offsets in theory and
practice. Oryx, 47(3), 369-380. https://doi.org/10.1017/S003060531200172X

Business for Nature, Capitals Coalition, CDP. (2022). Make It Mandatory: The case for mandatory corporate
assessment and disclosure on nature.

Butchart, S. H. M., Di Marco, M., & Watson, J. E. M. (2016). Formulating Smart Commitments on Biodiversity:
Lessons from the Aichi Targets: Lessons from the Aichi Targets. Conservation Letters, 9(6), 457-468. https://
doi.org/10.1111/conl. 12278

Calvet-Mir, L., Corbera, E., Martin, A., Fisher, J., & Gross-Camp, N. (2015). Payments for ecosystem services
in the tropics: A closer look at effectiveness and equity. Current Opinion in Environmental Sustainability, 14,
150-162. https://doi.org/10.1016/j.cosust.2015.06.001

Canfora, P, Arranz Padilla, M., Polidori, O., Pickard Garcia, N., Ostojic, S., & Dri, M. (2022). Development of the
EU Sustainable Finance Taxonomy — A framework for defining substantial contribution for environmental ob-
jectives 3-6. JRC.



https://greenfinanceobservatory.org/2022/11/04/open-letter-119-experts-call-to-protect-nature-from-the-nature-positive-economy/
https://greenfinanceobservatory.org/2022/11/04/open-letter-119-experts-call-to-protect-nature-from-the-nature-positive-economy/
https://greenfinanceobservatory.org/2022/11/04/open-letter-119-experts-call-to-protect-nature-from-the-nature-positive-economy/
https://news.mongabay.com/2022/12/nations-adopt-kunming-montreal-global-biodiversity-framework/
https://news.mongabay.com/2022/12/nations-adopt-kunming-montreal-global-biodiversity-framework/
https://wwfint.awsassets.panda.org/downloads/when_finance_talks_nature.pdf
https://wwfint.awsassets.panda.org/downloads/when_finance_talks_nature.pdf
https://ieep.eu/news/new-sustainability-criteria-ieeps-take-on-the-commissions-proposal-for-the-eu-taxonomy/
https://ieep.eu/news/new-sustainability-criteria-ieeps-take-on-the-commissions-proposal-for-the-eu-taxonomy/
https://www.responsible-investor.com/eu-taxonomy-what-happened-last-week-and-what-does-it-mean-for-investors/
https://www.responsible-investor.com/eu-taxonomy-what-happened-last-week-and-what-does-it-mean-for-investors/
https://www.biodiversitycreditalliance.org/
https://www.biodiversitycreditalliance.org/
https://doi.org/10.1016/j.scitotenv.2019.02.292
https://doi.org/10.1016/j.scitotenv.2019.02.292
https://doi.org/10.3389/fcosc.2020.615419
https://doi.org/10.1017/S003060531200172X
https://doi.org/10.1111/conl.12278
https://doi.org/10.1111/conl.12278
https://doi.org/10.1016/j.cosust.2015.06.001

Cardona Santos, E. M., Kinniburgh, F., Schmid, S., Biittner, N., Probstl, F., Liswanti, N., Komarudin, H., Borasino,
E., Ntawuhiganayo, E. B., & Zinngrebe, Y. (2023). Mainstreaming revisited: Experiences from eight countries
on the role of National Biodiversity Strategies in practice. Earth System Governance, 16, 100177. https://doi.
org/10.1016/j.esg.2023.100177

CBD. (2022a). Kunming-Montreal Global biodiversity framework Draft decision submitted by the President.

CBD. (2022b). Monitoring framework for the Kunming-Montreal global biodiversity framework Draft decision
submitted by the President. CBD/COP/15/L.26.

CBD. (2022c). Resource mobilization. Draft decision submitted by the President: CBD/COP/15/L.29.

CBD. (1992). Convention Text—Art. 2 and art 6. Secretariat of the Convention on Biological Diversity. https://
www.cbd.int/convention/articles/?a=cbd-02

CEPAL. (0. J.). Guaranteeing indigenous people’s rights in Latin America: Progress in the past decade and
remaining challenges,.

CISL. (2022). Integrating climate and nature The rationale for financial institutions. University of Cambridge
Institute for Sustainability Leadership (CISL).

CISL. (2021, September 20). Nature-Positive Hub [Text]. https://www.cisl.cam.ac.uk/resources/nature-posi-
tive

Clewell, A., Aronson, J., & Winterhalder, K. (2004). The SER International Primer o n Ecological Restoration So-
ciety for Ecological Restoration International Science & Policy Working Group (.

CREM, & Pré Sustainability. (2019). Positive impacts in the biodiversity footprint financial institutions.

Dempsey, J. (2016). Enterprising nature: Economics, markets, and finance in global biodiversity politics. WILEY
Blackwell.

Dempsey, J., Martin, T. G., & Sumaila, U. R. (2020). Subsidizing extinction? Conservation Letters, 13(1). https://
doi.org/10.1111/conl. 12705

Deutz, A., Heal, G. M., Niu, R., Swanson, E., Townshend, T., Li, Z., Delmar, A., Meghji, A., Sethi, S., & Tobin-de la
Puente, J. (2020). Financing Nature: Closing the global biodiversity financing gap. The Paulson Institute, The
Nature Conservancy, and the Cornell Atkinson Center for Sustainability.

DG FISMA. (2020, Juli). Technical expert group on sustainable finance (TEG). European Commission. https://
finance.ec.europa.eu/publications/technical-expert-group-sustainable-finance-teg_en#:~:text=The%20
TEG%20also%20engaged%20with,change%20mitigation%20and%20adaptation%20activities.

Ducros, A., & Steele, P. (2022). Biocredits to finance nature and people Emerging lessons. IIED.

DWS. (2023). DWS Concept ESG Blue Economy LC. https://funds.dws.com/en-ch/equity-funds/lu2306921490-
dws-concept-esg-blue-economy-Ic/

EFRAG. (2021). Proposals for a relevant and dynamic EU sustainability reporting standard-setting (final report).

Ehlers, T., Gao, D. (Nicole), & Packer, F. (2021). A taxonomy of sustainable finance taxonomies. Bank for Inter-
national Settlements, Monetary and Economic Department.

European Commission. (2021a). FAQ: What is the EU Taxonomy and how will it work in practice?

European Commission. (2023). Annex 4—To the Comission Delegated Regulation supplementing the Regula-
tion (EU) 2020/852- C(2023) 3851 final.

European Commission. (2020). EU Biodiversity Strategy for 2030. https://eur-lex.europa.eu/legal-content/EN/
TXT/HTML/?uri=CELEX:52020DC0380&from=EN

European Commission. (2021b, Juli 14). An European Green Deal. https://commission.europa.eu/strategy-



https://doi.org/10.1016/j.esg.2023.100177
https://doi.org/10.1016/j.esg.2023.100177
https://www.cbd.int/convention/articles/?a=cbd-02
https://www.cbd.int/convention/articles/?a=cbd-02
https://www.cisl.cam.ac.uk/resources/nature-positive
https://www.cisl.cam.ac.uk/resources/nature-positive
https://doi.org/10.1111/conl.12705
https://doi.org/10.1111/conl.12705
https://finance.ec.europa.eu/publications/technical-expert-group-sustainable-finance-teg_en#
https://finance.ec.europa.eu/publications/technical-expert-group-sustainable-finance-teg_en#
https://funds.dws.com/en-ch/equity-funds/lu2306921490-dws-concept-esg-blue-economy-lc/
https://funds.dws.com/en-ch/equity-funds/lu2306921490-dws-concept-esg-blue-economy-lc/
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal_en

and-policy/priorities-2019-2024/european-green-deal_en

European Commission, DG ENV. (2021). EU biodiversity strategy for 2030: Bringing nature back into our lives.
Publications Office. https://data.europa.eu/doi/10.2779/677548

European CounC|I (2023) Sustainable finance: Provisional agreement reached on European green bonds.

eement reached -on- european—green bonds/
Eurosrf PRI, IGCC, EFAMA & UNEP FI. (2023). Eurosif, PRI, IIGCC, EFAMA, UNEP FI - Joint statement on ESRS.
) if-

on- ESRS 1 pdf

Fernandez, M., & Nele, M. (2022). How positive will “Nature Positive” be? GYBN. https://www.gybn.org/nature-
positive

Fischer, T., & Knuth, H. (2023, Januar 19). CO2 Certificates: Phantom Offsets and Carbon Deceit. Die Zeit.
https://www.zeit.de/wirtschaft/2023-01/co2-certificates-fraud-emissions-trading-climate-protection-eng-

lish?utm_referrer=https%3A%2F %2Fwww.google.com%2F

FSB. (2023). FSB Roadmap for Addressing Financial Risks from Climate Change Progress report 2023 pro-
gress report.

GDFA. (2022). Open-source Biodiversity Data Platform Initiative Technical scoping paper. Finance for Biodiver-
sity (F4B) initiative

Gobierno de Colombia. (2022). Taxonomia Verde de Colombia.

Gondjian, G., & Merle, C. (2021). Sustainable Taxonomy development worldwide: Astandard settlng race bet—
ween competingjurisdictions. NATIXIS. https:

ble-taxonomy-development-worldwide-a-standard- settlng—race -between-competing-jurisdictions

Green Finance Institute. (2022). ASN Biodiversity Fund. https://www.greenfinanceinstitute.co.uk/gfihive/case-
studies/asn-biodiversity-fund

Greenpeace. (2022). What is wrong with “Nature Positive”? Greenpeace International. https:/www.green-
peace.org/international/story/57395/what-wrong-nature-positive

Hache, F. (2019). 50 Shades of Green: The fallacy of environmental markets — Part Il. Green Finance Observa-
tory 2019.

Hanson, C., Ranganathan, J., Iceland, C., Finisdore, J., World Business Council for Sustainable Development,
World Resources Institute, & Meridian Institute. (2012). Guidelines for identifying business risks and opportu-
nities arising from ecosystem change: Version 2.0.

Higgs, E. (1994). Expanding the Scope of Restoration Ecology. Restoration Ecology, 2(3), 137-146. https://doi.
org/10.1111/j.1526-100X.1994.tb00060.x

IFC. (2022). Biodiversity Finance Reference Guide. https://www.ifc.org/en/types/insights-reports/2022/biodi-
versity-finance-reference-guide

International Platform on Sustainable Finance. (2022). International Platform on Sustainable Finance. https://

finance.ec.europa.eu/sustainable-finance/international-platform-sustainable-finance_en

IPBES. (2019). Global assessment report on biodiversity and ecosystem services of the Intergovernmental
Science-Policy Platform on Biodiversity and Ecosystem Services (Version 1). Zenodo. https://doi.org/10.5281/
ZENODO0.3831673

IPBES. (2017, Dezember 8). Nature. IPBES Secretariat. https://ipbes.net/node/16380

IPBES. (2023). Megadiverse countries | IPBES secretariat. https://www.ipbes.net/glossary-tag/megadiverse-

countries



https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal_en
https://data.europa.eu/doi/10.2779/677548
https://www.consilium.europa.eu/en/press/press-releases/2023/02/28/sustainable-finance-provisional-agreement-reached-on-european-green-bonds/
https://www.consilium.europa.eu/en/press/press-releases/2023/02/28/sustainable-finance-provisional-agreement-reached-on-european-green-bonds/
https://www.eurosif.org/wp-content/uploads/2023/07/Eurosif-PRI-IIGCC-EFAMA-UNEP-FI-Joint-statement-on-ESRS-1.pdf
https://www.eurosif.org/wp-content/uploads/2023/07/Eurosif-PRI-IIGCC-EFAMA-UNEP-FI-Joint-statement-on-ESRS-1.pdf
https://www.gybn.org/nature-positive
https://www.gybn.org/nature-positive
https://www.zeit.de/wirtschaft/2023-01/co2-certificates-fraud-emissions-trading-climate-protection-english?utm_referrer=https%3A%2F%2Fwww.google.com%2F
https://www.zeit.de/wirtschaft/2023-01/co2-certificates-fraud-emissions-trading-climate-protection-english?utm_referrer=https%3A%2F%2Fwww.google.com%2F
https://gsh.cib.natixis.com/our-center-of-expertise/articles/sustainable-taxonomy-development-worldwide-a-standard-setting-race-between-competing-jurisdictions
https://gsh.cib.natixis.com/our-center-of-expertise/articles/sustainable-taxonomy-development-worldwide-a-standard-setting-race-between-competing-jurisdictions
https://www.greenfinanceinstitute.co.uk/gfihive/case-studies/asn-biodiversity-fund
https://www.greenfinanceinstitute.co.uk/gfihive/case-studies/asn-biodiversity-fund
https://www.greenpeace.org/international/story/57395/what-wrong-nature-positive
https://www.greenpeace.org/international/story/57395/what-wrong-nature-positive
https://doi.org/10.1111/j.1526-100X.1994.tb00060.x
https://doi.org/10.1111/j.1526-100X.1994.tb00060.x
https://www.ifc.org/en/types/insights-reports/2022/biodiversity-finance-reference-guide
https://www.ifc.org/en/types/insights-reports/2022/biodiversity-finance-reference-guide
https://finance.ec.europa.eu/sustainable-finance/international-platform-sustainable-finance_en
https://finance.ec.europa.eu/sustainable-finance/international-platform-sustainable-finance_en
https://doi.org/10.5281/ZENODO.3831673
https://doi.org/10.5281/ZENODO.3831673
https://ipbes.net/node/16380
https://www.ipbes.net/glossary-tag/megadiverse-countries
https://www.ipbes.net/glossary-tag/megadiverse-countries

ISS (2022 September 15). ISS ESG Launches BlodlverS|ty Impact Assessment Tool. ISS Insights. https:/in

ISSD. (2010). Summary report 18-29 October 2010. 1ISD Earth Negotiations Bulletin. http://enb.iisd.org/
events/cbd-cop-10/summary-report-18-29-october-2010

Ives, C. D, & Bekessy, S. A. (2015). The ethics of offsetting nature. Frontiers in Ecology and the Environment,
13(10), 568-573. https://doi.org/10.1890/150021

Johnston, R. (0. J.). Ecosystem services | Definition, History, & Importance | Britannica. Abgerufen 31. Juli

2023, von https://www.britannica.com/science/ecosystem-services

Karlsson, M., & Edvardsson Bjoérnberg, K. (2021). Ethics and biodiversity offsetting. Conservation Biology,
35(2), 578-586. https://doi.org/10.1111/cobi.13603

Kedward, K., Ryan-Collins, J., & Chenet, H. (2022). Biodiversity loss and climate change interactions: Financial
stability implications for central banks and financial supervisors. Climate Policy, 1-19. https://doi.org/10.108
0/14693062.2022.2107475

Koplow, D., & Steenblik, R. (2022) Protecting Nature by Reforming Enwronmentally Harmful SubS|d|es The
Role of Busmess h ) if -

tally-harmful- subS|d|es[.3009677[

Kurth, T., Wiibbels, G., Meyer zum Felde, A., Zielcke, S., Vaupel, M., Buschle, M., Kriiger, J.-A., Kreiser, K., & Trapp,
M. (2020). The Biodiversity Imperative for Business Preserving the Foundations of Our Well-Being. NABU.

Lanjouw, A. (2021). De-colonizing conservation in a global world. American Journal of Primatology, 83(4).

https://doi.org/10.1002/ajp.23258

Li, T.-T., Wang, K., Sueyoshi, T., & Wang, D. D. (2021). ESG: Research Progress and Future Prospects. Sustaina-
bility, 13(21), 11663. https://doi.org/10.3390/su132111663

Lliso, B., Pascual, U., Engel, S., & Mariel, P. (2020). Payments for ecosystem services or collective stewardship
of Mother Earth? Applying deliberative valuation in an indigenous community in Colombia. Ecological Econo-

mics, 169, 106499. https://doi.org/10.1016/j.ecolecon.2019.106499

Lucarelli, C., Mazzoli, C., Rancan, M., & Severini, S. (2020). Classification of Sustainable Activities: EU Taxono-
my and Scientific Literature. Sustainability, 12(16), Article 16. https://doi.org/10.3390/su12166460

Merle, C., & Gondjian, G. (2021). The New Geography of Taxonomies. NATIXIS. https://gsh.cib.natixis.com/api-

website-feature/files/download/12087/the_new_geography_of_taxonomies_final_version_november__2021
natixis_gsh.pdf

Mirova. (2020). Sustainable Ocean Fund. Impact Report 2020.

Montoya, J. M., Donohue, I., & Pimm, S. L. (2018). Planetary Boundaries for Biodiversity: Implausible Science,
Pernicious Policies. Trends in Ecology & Evolution, 33(2), 71-73. https://doi.org/10.1016/j.tree.2017.10.004

MSCI. (2022a). Biodiversity: The New Frontier of Sustainable Finance. https://www.msci.com/docu-
ments/1296102/35426413/MSCI+Biodiversity-crb-en.pdf

MSCI. (2022b, Mai 10). Location Matters: Using Geospatial Analysis to Assess Biodiversity Risks. https:/www.
msci.com/www/blog-posts/location-matters-using/03176029261

Multiple organizations. (2022). Nature Positive. Nature Deal. https://www.naturepositive.org
Nanayakkara, M. (2023, Juni 22). Sri Lanka Gree Finance Taxonomy Interview [Online].

Natural Capital Finance Alliance, & UNEP-WCMC. (2018). Exploring Natural Capital Opportunities, Risks and
Exposure: A practical guide for financial institutions.

Nature Finance, & carbone4. (2023). Harnessing Biodiversity Credits for People and Planet.



https://insights.issgovernance.com/posts/iss-esg-launches-biodiversity-impact-assessment-tool/
https://insights.issgovernance.com/posts/iss-esg-launches-biodiversity-impact-assessment-tool/
http://enb.iisd.org/events/cbd-cop-10/summary-report-18-29-october-2010
http://enb.iisd.org/events/cbd-cop-10/summary-report-18-29-october-2010
https://doi.org/10.1890/150021
https://www.britannica.com/science/ecosystem-services
https://doi.org/10.1111/cobi.13603
https://doi.org/10.1080/14693062.2022.2107475
https://doi.org/10.1080/14693062.2022.2107475
https://policycommons.net/artifacts/2250980/protecting-nature-by-reforming-environmentally-harmful-subsidies/3009677/
https://policycommons.net/artifacts/2250980/protecting-nature-by-reforming-environmentally-harmful-subsidies/3009677/
https://doi.org/10.1002/ajp.23258
https://doi.org/10.3390/su132111663
https://doi.org/10.1016/j.ecolecon.2019.106499
https://doi.org/10.3390/su12166460
https://gsh.cib.natixis.com/api-website-feature/files/download/12087/the_new_geography_of_taxonomies_final_version_november__2021_natixis_gsh.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/12087/the_new_geography_of_taxonomies_final_version_november__2021_natixis_gsh.pdf
https://gsh.cib.natixis.com/api-website-feature/files/download/12087/the_new_geography_of_taxonomies_final_version_november__2021_natixis_gsh.pdf
https://doi.org/10.1016/j.tree.2017.10.004
https://www.msci.com/documents/1296102/35426413/MSCI+Biodiversity-crb-en.pdf
https://www.msci.com/documents/1296102/35426413/MSCI+Biodiversity-crb-en.pdf
https://www.msci.com/www/blog-posts/location-matters-using/03176029261
https://www.msci.com/www/blog-posts/location-matters-using/03176029261
https://www.naturepositive.org

NGFS. (2022). Central banking and supervision in the biosphere: An agenda for action on biodiversity loss,
financial risk and system stability Final Report of the NGFS-INSPIRE Study Group on Biodiversity and Financial
Stability.

OECD. (2019). Biodiversity: Finance and the Economic and Business Case for Action.
OECD. (2020). Comprehensive Overview of Global Biodiversity Finance.

Porras, ., & Steele, P. (2020). Making the market work for nature: How biocredits can protect biodiversity and
reduce poverty (IIED Issue Paper). lIED.

portfolio.earth. (2020). Bankrolling Extinction. The banking sector’s role in the global biodiversity crises.

Portner, Hans-Otto, Scholes, Robert J., Agard, John, Archer, Emma, Arneth, Almut, Bai, Xuemei, Barnes, David,
Burrows, Michael, Chan, Lena, Cheung, Wai Lung (William), Diamond, Sarah, Donatti, Camila, Duarte, Carlos,
Eisenhauer, Nico, Foden, Wendy, Gasalla, Maria A., Handa, Collins, Hickler, Thomas, Hoegh-Guldberg, Ove, ...
Ngo, Hien. (2021). Scientific outcome of the IPBES-IPCC co-sponsored workshop on biodiversity and climate
change (Version 5). Zenodo. https://doi.org/10.5281/ZENOD0.4659158

Quantified Ventures. (2021, August 26). Wetlands Environmental Impact Bond. Quantified Ventures. https://
www.quantifiedventures.com/wetlands-environmental-impact-bond

RepRisk. (2022). RepRisk | RepRisk launches first-of-its-kind biodiversity risk tool, finds 73% of oil and gas
projects are near environmentally sensitive sites. https://www.reprisk.com/news-research/news-and-media-
coverage/reprisk-launches-reprisk-geospatial

Responsible Investor, & Credit Suisse. (2021). Unearthing investor action on biodiversity.

Schrems, |, & Béar, H. (2021). Introduction to the EU Taxonomy on Biodiversity and Ecosystems. Forum Oko-
logisch-Soziale Marktwirtschaft e.V. https:/www.nabu.de/imperia/md/content/nabude/sustainablefinan-
ce/210412_nabu_taxonomy_biodiversity-and-ecosystems.pdf

SDG Tracker. (2023). Measuring progress towards the Sustainable Development Goals—SDG Tracker. Our
World in Data. https://sdg-tracker.org/

Seddon, N., Chausson, A., Berry, P, Girardin, C. A. J., Smith, A., & Turner, B. (2020). Understanding the value and
limits of nature-based solutions to climate change and other global challenges. Philosophical Transactions of
the Royal Society B: Biological Sciences, 375(1794), 20190120. https://doi.org/10.1098/rstb.2019.0120

Seddon, N., Smith, A., Smith, P, Key, I., Chausson, A., Girardin, C., House, J., Srivastava, S., & Turner, B. (2021).
Getting the message right on nature-based solutions to climate change. Global Change Biology, 27(8), 1518—
1546. https://doi.org/10.1111/gcb.15513

Circular Externa 005 de 2022, (2022).

Resolution 0586—2023, (2023). //xperta.legis.co/visor/legcol/legcol_7762e9d020834df68c1f0aa376368f22/
coleccion-de-legislacion-colombiana/resolucion-586-de-abril-24-de-2023

Shames, S., Ramos, J. C., Scherr, S., Wolfs, E., Schep, S., Duinmeijer, C., & Robinson, P. (2023). Lessons lear-
ned from Integrated Landscape Finance to advance the Global Biodiversity Framework: Review of experience
and recommendations for National Biodiversity Strategies and Action Plans and National Biodiversity Finance
Plans. EcoAgriculture Partners and Wolfs Company | Grant Thorton.

South Pole. (2023). Biodiversity Projects. South Pole. https:/www.southpole.com/de/projekte/investments-
in-biodiversity-projects

Svartzman, R., Etienne, E., Gauthey, J., Hadji-Lazaro, P, Salin, M., Allen, T., Berger, J., Calas, J., Godin, A., & Vallier,
A. (2021, August 27). A “Silent Spring” for the Financial System? Exploring Biodiversity-Related Financial Risks
in France. Banque de France. https://publications.banque-france.fr/en/silent-spring-financial-system-explo-
ring-biodiversity-related-financial-risks-france

Tamayo Tabares, E., Hessenius, M., Diaz, P, & Nayan, L. (2022). Biodiversity and finance: Managing the dou-



https://doi.org/10.5281/ZENODO.4659158
https://www.quantifiedventures.com/wetlands-environmental-impact-bond
https://www.quantifiedventures.com/wetlands-environmental-impact-bond
https://www.reprisk.com/news-research/news-and-media-coverage/reprisk-launches-reprisk-geospatial
https://www.reprisk.com/news-research/news-and-media-coverage/reprisk-launches-reprisk-geospatial
https://www.nabu.de/imperia/md/content/nabude/sustainablefinance/210412_nabu_taxonomy_biodiversity-and-ecosystems.pdf
https://www.nabu.de/imperia/md/content/nabude/sustainablefinance/210412_nabu_taxonomy_biodiversity-and-ecosystems.pdf
https://sdg-tracker.org/
https://doi.org/10.1098/rstb.2019.0120
https://doi.org/10.1111/gcb.15513
http://xperta.legis.co/visor/legcol/legcol_7762e9d020834df68c1f0aa376368f22/coleccion-de-legislacion-colombiana/resolucion-586-de-abril-24-de-2023
http://xperta.legis.co/visor/legcol/legcol_7762e9d020834df68c1f0aa376368f22/coleccion-de-legislacion-colombiana/resolucion-586-de-abril-24-de-2023
https://www.southpole.com/de/projekte/investments-in-biodiversity-projects
https://www.southpole.com/de/projekte/investments-in-biodiversity-projects
https://publications.banque-france.fr/en/silent-spring-financial-system-exploring-biodiversity-related-financial-risks-france
https://publications.banque-france.fr/en/silent-spring-financial-system-exploring-biodiversity-related-financial-risks-france

ble materiality. Bundesamt fiir Naturschutz. https:/www.bfn.de/publikationen/broschuere/biodiversity-and-fi-
nance-managing-double-materiality

Taskforce on Nature Markets. (2022). Embedding Equity in Nascent Nature Credit Markets.

T&E. (2023, Juni 9). EU Commission looks to water down transparency rules for corporate sustainability re-
porting. Transport & Environment. https:/www.transportenvironment.org/discover/eu-commission-looks-to-
water-down-transparency-rules-for-corporate-sustainability-reporting/

Thakuria, G. (2014). Traditional knowledge for sustainable development: A geographical analysis. IMPACT:
International Journal of Research in Applied, Natural and Social Sciences.

The Biodiversity Consultancy. (2022). Exploring design principles for high integrity and scalable voluntary bio-
diversity credits: A technical working paper.

TNFD. (2022). The TNFD Nature-Related Risk and Opportunity Management and Disclosure Framework Beta
v0.2.

Tvalodze, S. (2023, Juni 29). Brief interview on Georgian green taxonomy development [Persénliche Kommu-
nikation).

UN- DESA & IPSF. (2021). Improving compatibility of approaches to identify, verify and align investments to
sustainability goals. Input paper for the g20 sustainable finance working group (SFWG). https://g20sfwg.org/
wp-content/uploads/2021/09/G20-SFWG-DESA-and-IPSF-input-paper.pdf

UNCCD, & Mirova. (2017). Land Degradation Neutrality Fund: An innovative fund project dedicated to sustai-
nable land use.

UNEP. (2023a). Common Framework of Sustainable Finance Taxonomies for Latin America and the Caribbean.
Latin America and the Caribbean. https://www.unepfi.org/publications/common-framework-for-sustainable-
finance-taxonomies-for-latin-america-and-the-caribbean/

UNEP. (2023b). Stepping Up on Biodiversity: What the Kunming-Montreal Global Biodiversity Framework me-
ans for Responsible Investors.

UNEP & CBD. (2012). Traditional Knowledge, Innovation and Practices.

UNEP FI. (2023). Banking on nature: What the Kunming-Montreal Global Biodiversity Framework Means for
Responsible Banks May.

UNEP FI, CBD, UNDP, World Bank Group, FfB Foundation, & Finance Montréal. (2023). High-level roadmap July
2023 Aligning financial flows with the Kunming-Montreal Global Biodiversity Framework.

UNESCO, & FILAC. (2021). Informe sobre la Aplicacion de conocimientos ancestrales en la prevencion y ge-
stién de riesgos ambientales (unpublished).

Visseren-Hamakers, I. J., & Kok, M. T. J. (Hrsg.). (2022). Transforming Biodiversity Governance (1. Aufl.). Cam-
bridge University Press. https://doi.org/10.1017/9781108856348

WEF. (2010a). Biosiversity and business risk. World Economic Forum.
WEF. (2010b). Global Risks 2010: A Global Risk Network Report. World Economic Forum.

WEF. (2022a). High-level governance and integrity principles for emerging voluntary biodiversity credit mar-
kets. Consultation paper.

WEF. (2022b). Investing in a Biodiversity-Integrated Manner. White paper.
WEF. (2022c). The Global Risks Report 2022, 17th Edition,.

WEF. (2021, Juni 23). What is ,nature positive” and why is it the key to our future? World Economic Forum.
https://www.weforum.org/agenda/2021/06/what-is-nature-positive-and-why-is-it-the-key-to-our-future/



https://www.bfn.de/publikationen/broschuere/biodiversity-and-finance-managing-double-materiality
https://www.bfn.de/publikationen/broschuere/biodiversity-and-finance-managing-double-materiality
https://www.transportenvironment.org/discover/eu-commission-looks-to-water-down-transparency-rules-for-corporate-sustainability-reporting/
https://www.transportenvironment.org/discover/eu-commission-looks-to-water-down-transparency-rules-for-corporate-sustainability-reporting/
https://g20sfwg.org/wp-content/uploads/2021/09/G20-SFWG-DESA-and-IPSF-input-paper.pdf
https://g20sfwg.org/wp-content/uploads/2021/09/G20-SFWG-DESA-and-IPSF-input-paper.pdf
https://www.unepfi.org/publications/common-framework-for-sustainable-finance-taxonomies-for-latin-america-and-the-caribbean/
https://www.unepfi.org/publications/common-framework-for-sustainable-finance-taxonomies-for-latin-america-and-the-caribbean/
https://doi.org/10.1017/9781108856348
https://www.weforum.org/agenda/2021/06/what-is-nature-positive-and-why-is-it-the-key-to-our-future/

WEF. (2022d). Biodiversity Credits: Unlocking Financial Markets for Nature-Positive Outcomes.

WEF, & PwC. (2020). Nature Risk Rising: Why the Crisis Engulfing Nature Matters for Business and the Econo-
my.

Wiedmann, T., Lenzen, M., KeyRer, L. T., & Steinberger, J. K. (2020). Scientists’ warning on affluence. Nature
Communications, 11(1), 3107. https://doi.org/10.1038/s41467-020-16941-y

World Bank. (2020). Developing a national green taxonomy: A World Bank Guide. World Bank.
WWEF. (2019). The Nature of Risk. A Framework for Understanding Nature-Related Risk to Business.

WWEF. (2020). Living Planet Report 2020: Bending the Curve of Biodiversity Loss. Almond, R.E.A., Grooten M.
and Petersen, T. (Eds).

WWEF. (2023). New sustainable finance package and EU Taxonomy: A clear signal for action. https://www.
wwfmmi.org/?10915966/New-sustainable-finance-package-and-EU-Taxonomy-a-clear-signal-for-action

Xy, X., Xie, W., & Deng, M. (2022). Global green taxonomy development, alignment, and implementation. Clima-
te Bonds Initiative. https://www.climatebonds.net/files/reports/cbi_taxonomy_ukpact 2022 01f.pdf

Zu Ermgassen, S. 0. S. E., Howard, M., Bennun, L., Addison, P. F. E., Bull, J. W., Loveridge, R., Pollard, E., & Starkey,
M. (2022). Are corporate biodiversity commitments consistent with delivering ‘nature-positive’ outcomes? A
review of ‘nature-positive’ definitions, company progress and challenges. Journal of Cleaner Production, 379,
134798. https://doi.org/10.1016/j.jclepro.2022.134798



https://doi.org/10.1038/s41467-020-16941-y
https://www.wwfmmi.org/?10915966/New-sustainable-finance-package-and-EU-Taxonomy-a-clear-signal-for-action
https://www.wwfmmi.org/?10915966/New-sustainable-finance-package-and-EU-Taxonomy-a-clear-signal-for-action
https://www.climatebonds.net/files/reports/cbi_taxonomy_ukpact_2022_01f.pdf
https://doi.org/10.1016/j.jclepro.2022.134798

°® SF/B

Sustainable Finance for Biodiversity

55' Frankfurt School

of Finance & Management

German Excellence. Global Relevance.




	Executive Summary
	List of Acronyms 
	1Introduction: Financial risks and 
biodiversity finance
	1.1. – The concept of biodiversity finance and structure of this report 
	1.2. – Financial implications of biodiversity loss
	1.3. – Quick history: When finance met biodiversity

	2 International Context and 
Discourses
	2.1. – The Convention on Biological Diversity and the New Global Biodiversity Framework
	2.2. – Voluntary and private initiatives

	3 Sustainable Finance Taxonomies and Their Link to Biodiversity
	3.1 – Role of sustainable finance taxonomies to achieve goals
	3.2 – �The importance of science in taxonomy 
development
	3.3 – Biodiversity in sustainable finance 
taxonomies
	3.4 – Biodiversity in the EU taxonomy

	4Other approaches to biodiversity 
finance
	4.1.	Biodiversity-linked financial products
	4.2.	ESG data and measuring challenges
	Concluding remarks
	Terminology
	References




