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Top 250 high-impact companies
represent 73% of MSCI World Index
footprint (1564 companies)


https://unsplash.com/@justusmenke?utm_content=creditCopyText&utm_medium=referral&utm_source=unsplash
https://unsplash.com/photos/green-trees-and-brown-soil-Xywi2MePlYQ?utm_content=creditCopyText&utm_medium=referral&utm_source=unsplash

RISK

Feedback between economy Contagion within

Endogenous risk (impact of

financed activities on nature) and financial sector financial system

Sources Financial
of risk risk
Degradation of nature

and its ecosystems Strategic risk

driven by: Physical risk '
y - Increased uncertainty
Microeconomic effects on - Change of business model

- Land use change
Overexploitation Decline of ecosystem services, e.q.:
businesses/households, e.g. via:
Damage to assets Credit risk

Climate change Provisions (fish, timber, energy)
Pollution Climate, surface temperature St ot
ra assets :
- Increases in defaults

Higher or more volatile prices - Collateral depreciation

Disruption of processes
Relocation and adjustment
and floods
- Increased insurance gap

Invasive alien species and hydrological cycle requlation
of economic activities Market risk
Habitat, species and
Liquidity risk

Water capture and filtration
Reduced human health and/or ) "
labour productivity ) IE:ErE 2;;:2 of assets
biodiversity intactness Risks from
- Shortages of liquid assets
- Refinancing risk
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Soil quality
i?.ﬁmf.:gf Regional/sectoral Underwriting risk

Hazard protection from storms
on nature - Increased insured losses

Transition risk

Misalignment with actions aimed

at rotecting, restoring, and/or
ucing negative impacts on

na'ture, e.g. via:
Regulation/policy/legal precedent

- Technology

- Consumer and investor
preferences

Macroeconomic effects, e.g. via:
Prices
Productivity
Trade and capital flows
Capital (investment
needs/depreciation)
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| MORE

Operational risk

Socio-economic changes - Disruption of financial
Fiscal balances institution’s processes

Almost 75% of bank loans to
f' companies highly dependent on
&9 nature, says ECB

June 14,2023 | Written by Scotl Speer | European Central Bank

NGFS Conceptual
Framework

Preliminary findings from European Central Bank's research that almost 75% of all bank
a = * loans are provided to companies highly dependent on at least one ecosystem service. If
nature degradation continues, these companies may be negatively impacted and

subsequently cause significant risks to bank credit portfolios,
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The financial sector and ecosystem
services dependencies per Malaysian
ringgit invested (in million RM)
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DEPENDENCIES

"Among all ecosystem
services, Malaysian banks
depend most strongly on
individual ecosystems
which provide surface
water (30 percent), ground
water (14 percent), flood
and storm protection (16
percent), and climate
regulation (26 percent). Of
every RM per loan, almost
half depends highly or very
highly on these four
ecosystem services”




Nature-related Value at Risk (nVaR)
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The Green Scorpion: the Macro-
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Nature-Related Value at Risk
(nVaR) for scope 1 + scope 3 -
selected figures: surface water
impacts on (a) agriculture and (b)
manufacturing; (c) water quality
Impacts on services; (d) air quality
Impacts on services; (e)
groundwater impacts on
construction; (f) groundwater
Impacts on electricity utilities; (g)
water quality impacts on
manufacturing; (h) pollination to
agriculture. Grey zones are
missing data in EXIOBASE.

Source: Authors



International risks account for more than

UNIVERSITY OF

half of all nature-related financial risks OXFORD

ECONOMY GROUP

International nature-related risks transmit to the UK economy through four main channels:

Ventilation Pollination
UK firms - 1. Overseas supply chains
2. Changing global macroeconomic
UK economy g gionditions
UK Economy
and Financial . = 0
Institutions . : : . . " e -
3. Financial flows linked to direct ownership of entities . | . L o
overseas —equities etc (FDI) e e . :.'..' . '?_ .
- - - o Surface Water Soll Quality
4. Direct financing of entities overseas, assets and supply - -

chains (lending, bonds, insurance transactions)

on a wider set of assets through supply chains, which may represent
approximately £5.8 trillion of assets, of which £3.2 trillion, or 56% of
the total upstream exposure are highly or very highly dependent

The £3.8 trillion in assets from UK banks and insurers are dependent I I
on nature. International banks are particularly highly exposed. - agaa s B
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GRI Risk Viewer Hazard Exposure Vulnerability Risk

Droughts

Earthgquakes

UNIVERSITY OF

GLOBAL FINANCE & OXFORD

ECONOMY GROUP

Exposure

Population
Buildings
Infrastrectung

= ISy

Significant refinements to nVaR to 5 arc min
resolution to allow asset-level risk assessment, in
additional to significant enhancements to supply
chain representation

Mup shows global databasss of cemant, inen
ond sied produciion assets, from the Spatial
Fimance InfAistive, MoGarten et of (3021)
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First glimpse new nVaR high res metrics:
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Opportunity:
Biodiversity-Water-Carbon
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Jung et al. (2021) Areas of global importance for conserving terrestrial biodiversity, carbon and water.
Nature Ecology and Evolution. https://www.nature.com/articles/s41559-021-01528-7 12



Opportunities
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Leveraging Earth
Observation for Nature
Finance (LEON):
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Financial Risk

LEON: Pilots

N 2,
Nature Markets Sovereign Debt Instruments
Risks, Dependencies
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Mining Agricultural Supply Chain

Natural Capital Accounting



LEON: Early Adopters and Stakeholders

Early Adopters
Climate Advisers
Wider stakeholders
PSP Investments

Early Adopters
Banco de Mexico
BBVA

Santander

BEVA Finance Denmark Wider stakeholders
Howden Group De Nederlandsche Bank Barclays

Santander UK Danish Climate Forest Foundation European Central Bank
Rio Tinto* Early WWF Norway- Rainforest Foundation Deutsche Bundesbank

BNP Paribas adopters Impax Asset management

Aviva Morges Bank Investment Management

L
TTL Intarnatianal® Greenbank Investments

Royal Friesland Campina Schroeders
EARSC

Impact Partners

Wider stakeholders

Early adopters

Global Early
Adopters ' : Core
World Bdhk . . Partners

GEO BON
Early Adopters

NEFP FI
U o - Asian Development Bank
NatureAlpha Early Adopters  ceappiF

ICMM FSDA/ANCA
Bloomberg Natural State
XD WTW
Finance for Biodiversity Sustainability-Linked Sovereign Debt Hub /Nature Finance
ShareAction Wider stakeholders

':limalﬂ BDI"‘IElS ll"liTIEILI'-."E ThE Mature CDHEEWE”EF

Wider stakeholders Economic Commission for Africa/Sustainable Debt Coalition
fNFD

European Space Agency

Principles for Responsible Investment

Sustainable Stock Exchanges Initiative

Climate Bonds Initiative

We have strategically
assembled a group of
supporting organisations

that represent the breadth of
Nature Finance activities and
with financial interests, data
and projects across the globe

Early adopters will work with
us to co-design and evaluate
solutions; wider stakeholders
play a critical role in scale
and impact, allowing LEON to
respond to wider
requirements, gain feedback
and increase uptake; impact
partners help us connect to
wider community of EO
providers, users but also
regulators and governments
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Leveraging Earth Observation for Nature Finance
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