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October 16, 2019 

 
 

Green Bonds To Conserve Millions Of Acres Of At-Risk 
Forests, Like These 

 
By JEFF KART 
 

A working forest, like Cowee Forest in New York, Vermont and 
Massachusetts, is forestland that is sustainably managed to supply a 
steady, renewable supply of wood for industry and consumer purposes 
while providing jobs and community benefits. CARL E. HEILMAN 
 
The Conservation Fund has a goal of 
conserving 5 million acres of at-risk forests in 
the next 15 years. They’ve announced the 
closing of unique 10-year green bonds totaling 
$150 million. What does that mean? Pictures 
can tell part of the story. 
 

The Conservation Fund is working to protect 5 million acres of 
working forests across the U.S. So far it has secured more than 650,000 
acres—including 29,000 acres that became part of Gilchrist State 
Forest in Oregon. JUSTIN BAILIE 

The problem: Forests in America are being 
broken up and developed. In the last 30 years, 
36 million acres have been lost. Another 37 
million acres could be lost in coming decades 
if the situation is left unchecked, according to 
the fund, headquartered in Arlington, Virginia. 
 
And besides turning carbon dioxide into 
oxygen, offsetting as much as a fifth of the 
nation’s carbon emissions, forests support more 
than 8.5 million jobs, according to Larry 
Selzer, CEO of the fund. Selzer says the 
bonds are the first step in scaling up to a goal 
of conserving 5 million acres in the next 15 
years. 
 

The 23,000-acre Cowee Forest in New York, Vermont And 
Massachusetts.CARL HEILMAN 
 
Proceeds from the bonds will go to scale up 
The Conservation Fund’s Working Forest 
Fund, which is dedicated to mitigating climate 
change, strengthening rural economies and 
protecting natural ecosystems. 
 

http://www.ncsl.org/research/environment-and-natural-resources/state-forest-carbon-incentives-and-policies.aspx
http://www.ncsl.org/research/environment-and-natural-resources/state-forest-carbon-incentives-and-policies.aspx
https://www.conservationfund.org/green-bonds
https://www.conservationfund.org/green-bonds
https://www.conservationfund.org/green-bonds
https://www.conservationfund.org/green-bonds
https://www.workingforestfund.org/
https://www.workingforestfund.org/
https://www.workingforestfund.org/
https://www.workingforestfund.org/
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This happens through the permanent 
conservation of at-risk working forests, 
according to the nonprofit. The term “working 
forest” refers to land that’s “sustainably 
managed to supply a steady, renewable supply 
of wood for industry and consumer purposes 
while also providing jobs and community 
benefits.” 
 
John Gilbert, executive vice president and 
chief financial officer with The Conservation 
Fund, says the bonds should be fully utilized in 
the next six to nine months. Goldman Sachs 
Group Inc. was sole underwriter, Bloomberg 
notes. 
 

The Pleasant River Headwaters Forest in Maine. 
ECOPHOTOGRAPHY 
 
“We are going to intervene and buy the most 
important, at-risk forests when they come up 
for sale with the bond proceeds,” Gilbert says. 
“This is how we stop the sellers from 
fragmenting the forests, and how we buy time 
for public agencies to put funding in place that 
permanently protects the forests in a balanced 
way for nature, recreation and local jobs.” 
 
Anyone can buy one of the bonds, but like 
most corporate and municipal bonds, they are 
primarily sold to big investors and institutional 
accounts. “There was high interest among 
investors in these green bonds, and they were 
oversubscribed by 2.5 times the $150 million 
supply,” Gilbert added. 
 

The forest areas to be conserved will be chosen 
based on major private timber regions where 
large working forests are changing ownership 
at a rapid pace. Those areas include the 
Southeast, Northeast, Appalachia and Pacific 
Northwest. The fund has already secured more 
than 650,000 acres of working forests across 
the country, valued at more than $500 million. 
 
“This initiative is the first opportunity that 
investors can make an impact on climate, jobs 
and the environment in an integrated way, and 
in the U.S.,” Gilbert says. 
 
“The loss of our domestic forests is not well 
understood, but unless we intervene, we will 
continue to see our most prized green 
infrastructure broken apart and eventually 
developed.” 
 
He adds that the green bonds are a “substantial, 
initial step” toward reaching a goal of 
permanently protecting 5 million acres across 
the country. 
 
The fund is working to attract additional 
funding from philanthropic sources. 
 

 
The Conservation Fund's Big River Forests on California's North 
Coast. RACHID DAHNOUN 

https://www.conservationfund.org/
https://www.conservationfund.org/
https://www.conservationfund.org/
https://www.conservationfund.org/
https://www.bloomberg.com/news/articles/2019-10-04/trees-follow-rhinos-as-green-bonds-expand-into-conservation
https://www.bloomberg.com/news/articles/2019-10-04/trees-follow-rhinos-as-green-bonds-expand-into-conservation
https://www.bloomberg.com/news/articles/2019-10-04/trees-follow-rhinos-as-green-bonds-expand-into-conservation
https://www.bloomberg.com/news/articles/2019-10-04/trees-follow-rhinos-as-green-bonds-expand-into-conservation
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September 30, 2019 
 
 

Conservation Fund Closes Debut $150 Million Green Bond 
 

BY STEPHEN NAKROSIS

The Conservation Fund said Monday it closed 
a $150 million offering of 10-year green 
bonds, a first step to "scaling up to our goal of 
conserving 5 million acres in the next 15 
years." 
 
Goldman Sachs & Co. LLC served as the 
underwriter. 
 
The Conservation Fund said proceeds from the 
offering will be put toward its "Working Forest 
Fund." The fund is "dedicated to mitigating 
climate change, strengthening rural economies 
and protecting natural ecosystems through the 
permanent conservation of at-risk working 
forests." 
 
John Gilbert, the Fund's chief financial officer, 
said, "We believe these bonds will generate 
multiple dividends: conserving valuable 
forestlands, supporting rural economic 
resilience, and helping capture carbon," 
adding, "The scale and speed of the capital 
markets just became part of the solution to one 
of the greatest domestic conservation 
challenges of our time." 
 
The Conservation Fund said its mission is to 
"protect America's legacy of land and water 
resources through land acquisition, sustainable 
community and economic development, and 
leadership training, emphasizing the  
 

 
integration of economic and environmental 
goals." 
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October 4, 2019 

 
 

Conservationists Use Green Bonds to Fund New Trees 
 

By DAVID CALEB MUTUA and EMILY CHASAN 
 

 
 
Saving trees, protecting rhinos. The multi-
trillion dollar sustainable finance market is 
now branching out to support conservation. 
 
The Conservation Fund, an environmental 
non-profit, recently raised $150 million 
through a debut issue of green bonds to fund 
tree cultivation. It could be a roadmap for other 
similar deals. 
 
“This could potentially be a blueprint for other 
conservation groups to use as a model for 
tapping the bond market,” said Mallory 
Rutigliano, a green and sustainable finance 
analyst at BloombergNEF. 
 
Corporations and governments have been 
issuing green bonds at a record pace to fund 
environmentally-friendly projects, like solar 
panels, wind turbines and energy efficiency 
projects. Companies and public sector issuers 
including the World Bank have sold a record 
$146 billion of global green bonds so far this 

year, up from $89.1 billion in the same period 
a year earlier, according to data compiled by 
Bloomberg. 
 
The Conservation Fund’s deal supports a plan 
to acquire and secure privately-held working 
forests -- land that’s managed to provide a 
renewable supply of wood --- considered to be 
at risk, according to John Gilbert, executive 
vice president and chief financial officer. 
Goldman Sachs Group Inc. was sole 
underwriter on the 10-year investment-grade 
bond sale. 
 
Reducing Carbon 
It follows a first-of-its kind $50 million rhino 
impact bond, announced in July, aimed at 
preserving the endangered black rhino in 
Kenya and South Africa. Last month’s tree 
bond had the added benefit of using nature to 
suck carbon out of the atmosphere, suggesting 
another way conservation green bonds could 
grow. 
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“The markets are receptive and this 
intersection of climate change, actual on-the-
ground conservation and protecting rural 
economies is kind of all coming together,” said 
Gilbert. Relying on philanthropic and other 
types of support isn’t enough to address the 
losses -- forests will need access to a bigger 
balance sheet to fight climate change, he said. 
 
Such deals answer a call from investors 
seeking assets they “view as appropriate from 
an ESG perspective,” according to Colin 
Purdie, a chief investment officer of credit at 
Aviva Investors, which managed 346 billion 
pounds ($426 billion) as of 30 June 2019. 
 
“It’s not a huge surprise that people are looking 
at a slightly different avenue to get money off 
the fixed income space,” Purdie said. “My 
guess would be they are relatively small in size 
compared to other issuance, and probably quite 
niche in terms of the investors that are buying 
them.” 
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December 12, 2019 

 
 

How the Capital Markets Can Conserve America's Forests 
 

BY ROBERT BONNIE AND MATTHEW MCKENNA

As gridlock persists in addressing our nation’s 
critical infrastructure challenges – America’s 
roads, bridges and railways – a similar, yet 
vastly underreported set of challenges exist 
with our natural infrastructure: namely, the 
loss of our large privately-owned working 
forests. Consider the following: 36 million 
acres of forestland have disappeared over the 
past 30 years. Another 37 million more acres 
are at risk of fragmentation and development. 
It’s quietly becoming an irreversible 
environmental and economic crisis for 
communities across the country. 
 

 
 
Working forests provide us with clean air to 
breathe and clean water to drink. They support 
species diversity and generate more than 8.5 
million jobs in the forest products and outdoor 
recreation industries. Perhaps even more 
important, they are an essential part of our 
nation’s efforts to address climate change, 
sequestering 12-15% of the United States’ 
annual carbon emissions. 
 
 

 
As a country, we need to keep these forests 
intact and create a pathway for their permanent 
conservation as sustainable, working forests – 
and fast. This is where the bond markets come 
into play. In today’s economy, they are 
particularly good at identifying recurring 
streams of cash flow, risk adjusting and 
lending against them. Public policy isn’t a 
viable solution for a number of reasons – 
particularly state budget priorities that result in 
forest protection being an afterthought. 
According to the Institute of International 
Finance, total green and sustainability debt 
issuance in 2019 is projected to double levels 
from 2017. It will be nearly four times the level 
of issuance compared to 2016. So why not 
harness the bond market to help acquire these 
assets when they come up for sale in order to 
buy the time required to work out a permanent 
solution? 
 
It’s worth noting that this isn’t a commercial 
proposition, but one defined by the non-profit 
sector. It has found a way to tap into the 
investment grade bond market and help re-
engineer the markets to protect forests and 
stem the pace of loss. An abundance of capital 
and at-risk working forestlands, combined 
with a low-interest rate environment, squarely 
works in favor of conservation solutions that 
investors are gravitating toward. We must 
build on this. 
 
Consider the example of The Conservation 
Fund, an Arlington, VA-based nonprofit that 
recently issued the first-ever green bond for 
conservation – a $150 million ten-year 
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investment-grade offering. It provides a 
glimpse into how we might protect these 
forests. Investors received a market yield 
(thanks mostly to the revenue from sustainable 
tree harvesting) and the Fund received critical 
capital to accelerate their purchase of high 
conservation value forests when they become 
for sale. Once acquired, the Conservation Fund 
works with public agencies to put in place 
conservation easements that lock in the 
environmental and local economic benefits 
associated with working forests. Moreover, by 
combining philanthropic capital with the bond 
proceeds, there is a real chance to achieve 
impact at scale that is truly significant in 
moving the needle on climate change and rural 
economic development. 
 
The power of the capital markets to leverage 
philanthropy and government action is real. 
We can achieve permanent, tangible results on 
the ground at the speed and magnitude these 
great challenges demand. The world needs this 
kind of innovation, bringing the strength of the 
markets to bear on the greatest land use 
challenge in America today. While the world 
waits for governments to align their policies 
and practices to address the climate crisis, this 
is something permanent we can do right now. 
In short, we buy critical time. Let’s seize upon 
it. 
 
Robert Bonnie, Executive in Residence at the 
Nicholas School of the Environment at Duke 
University, served as Undersecretary for 
Natural Resources and Environment at the 
U.S. Department of Agriculture in the Obama 
Administration. Matthew McKenna was a 
senior official at the U.S. Department of 
Agriculture and currently leads the Rural 
Opportunity Initiative at Georgetown 
University’s McDonough School of Business. 
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September 23, 2019 

 
 

The Conservation Fund issues $150 million green bond to save forests 
 

BY JESSICA POTHERING

Trees are the best carbon capture tech on the 
planet. To ensure that vulnerable forests in the 
U.S. are preserved, The Conservation Fund is 
leveraging green bonds to finance the 
acquisition and protection of forestlands. 
 

 
 
The non-profit conservation organization 
developed a green bond framework that it will 
use to support its work on the whole. Proceeds 
from its first bond offering will go towards its 
Working Forest Fund, which is looking to 
bring together philanthropic and private capital 
to secure one million acres of U.S. forests. 
 
“By combining the power of the marketplace 
with the passion of philanthropy we aim to 
make a real difference in our nation’s efforts to 
protect forests, address climate change and lift 
up rural economies,” The Conservation Fund’s 
Larry Selzer said in a statement. 
 
The past year has seen some creative impact 
structures go to work on behalf of global forest 
preservation. Lyme Timber raised $300  

 
million for its fifth forest conservation fund. 
The Inter-American Development Bank made 
debt investments in Eco.business Fund, which 
invests in sustainable forests, fisheries and 
agriculture, and Ejido Verde, which protects 
and revives forests while building indigenous 
peoples’ livelihoods. The Packard Foundation 
took a concessionary “impact tranche” stake in 
New Forests’ Asia-focused forestry fund. And 
Blue Forest Conservation and World 
Resources Institute issued a $4.6 million 
“forest resilience bond” to proactively care for 
parts of the Tahoe National Forest. 
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December 20, 2019 

 
 

Climate Finance 2020: Leaders and laggards in the race to net-zero 
 

BY STAFF REPORTERS

Even in the best of circumstances, an annual 
7% reduction in greenhouse gas emissions 
would be a heavy lift. Yet 7%, every year for 
three decades, is actually just the minimum 
reduction target we must hit to try to avert the 
worst of catastrophic climate change. If we 
halve emissions by 2030, halve them again by 
2040, and then again by 2050, we may be able 
to reach net-zero emissions and meet the goals 
of the Paris climate accord. That 7% is a pace 
of change the world has never approached – 
the best-performing industries and geographies 
are achieving annual reductions of perhaps a 
couple percentage points – so the need for 
exponential progress has never been clearer. 
 
And these aren’t the best of circumstances. 
2020 was supposed to be the year emissions 
peaked and countries ratcheted up their 
ambitions for rapid reductions. Instead, the 
breakdown of the COP25 climate talks in 
Madrid set back the Paris process, perhaps 
irreparably. The IPO of oil giant Saudi Aramco 
may be a signal that we’ve reached Peak Oil, 
but the oil axis of Saudi Arabia, Russia and 
now the U.S. government is trying to ensure a 
long tail for the fossil fuel economy. At the end 
of the warmest decade on record, fires swept 
the Amazon, swaths of California and now 
Australia. U.N. Secretary General António 
Guterres laments that the point of no return “is 
in sight and hurtling toward us.” Climate wars, 
climate refugees and climate emergencies of 
disaster, drought and disease will test our 
social resiliency as never before. 
 

 
Around the world, young people are in the 
streets protesting inaction by governments, 
banks and energy companies. Dozens of 
countries have pledged to achieve net-zero 
carbon emissions by 2050. This winter will see 
a campaign to increase pressure on asset 
managers like BlackRock, which by its sheer 
size is among the biggest owners of fossil fuel 
companies, and big banks like JPMorgan 
Chase, the biggest backer of oil and gas 
projects. A presidential election in the U.S. 
will determine whether the world’s largest per 
capita emitter of greenhouse gases will be a 
climate leader or laggard. The table is set for 
dramatic action. Deadlines loom. But that’s the 
thing about exponential growth curves: Things 
move very slowly, until they move very fast. 
 
– David Bank and Amy Cortese 
 
1. Tiptoeing to the tipping point  
 
Expect falling costs for the low-carbon 
transition and an inevitable policy response. 
The economic case for the transition to a low-
carbon economy is overwhelmingly 
compelling. By next year, solar and onshore 
wind should become cost–competitive with 
existing coal and gas plants in key markets, 
meaning it will often make economic sense to 
shut coal plants down. Electric vehicles should 
be less expensive than conventional gas-
powered cars by 2025, as scale economics, 
driven by China, drive down costs. In a 
growing number of sectors, insurgent 
innovations are achieving the 5%, 10% or even 



 

2 
 

15% adoption rates that signal the impending 
disruption of the established order.  
 

• Carbon tax. Economy-wide, the tipping 
point in the low-carbon transition 
requires effective policy leadership. 
That may seem more distant than ever, 
but the inexorable science of climate 
change makes a policy response 
inevitable – eventually. The European 
Union is setting a global example with 
policies necessary for the ambitious 
European Green Deal passed earlier 
this month. Carbon tax, anyone? 
Makes sense to Elon Musk and Rex 
Tillerson (and a growing number of 
other Republicans), and most fossil 
fuel companies are already calculating 
a price on carbon. 

• Fresh calls. “To give us the best chance 
of combating climate change,” says 
Goldman Sachs’ David Solomon, 
“governments must put a price on the 
cost of carbon, whether through a cap 
and trade system, a carbon tax or other 
means.” The question is not if 
governments will act, but how fast. A 
belated response, say by 2025, will be 
“forceful, abrupt, and disorderly,” 
predicts the Principles for Responsible 
Investment. 

• ImpactAlpha is watching for: Nations 
to reveal their appetite for serious 
action at the U.N.-convened COP26 in 
Glasgow in November, when they 
submit quinquennial plan updates for 
long-term emission reductions.  

• Listen to ImpactAlpha’s latest Returns 
on Investment podcast, “The 
decapitalization of the fossil fuel 
industry.” Catch up on all our podcasts 
(and subscribe for free) on iTunes, 
Spotify, SoundCloud or Stitcher. 

 
2. Bursting the carbon bubble  
 

Expect more stranded asset write downs as oil 
and gas majors reckon with deteriorating fossil 
fuel economics. ExxonMobile may have 
escaped fraud charges, but it can’t hide from 
mounting climate risks. The rapidly crumbling 
economics of fossil fuels, in particular coal and 
shale oil, drove write-downs at Repsol and 
Chevron. More will come. The question is 
whether the write-downs will be part of a 
proactive net-zero strategy, as at Repsol, or 
forced onto companies without effective 
decarbonization plans. All told, oil and gas 
companies will have to shrink production by 
more than a third to meet the Paris goals, 
according to Carbon Tracker. The challenge 
for the financial markets will be to manage a 
massive write-down of assets that makes the 
mortgage bubble of little more than a decade 
ago look like a hiccup. 
 

• Rapid repricing. The repricing of 
climate risks extends beyond energy 
companies. This year began with 
PG&E’s climate-related bankruptcy. 
GE lost nearly three-quarters of its 
market value from 2016 to 2018, in part 
because of its ill-timed acquisition of 
Alstom’s thermal power division. Last 
year, GE took a $23 billion write-
down, roughly double its purchase 
price for Alstom three years earlier.  

• BlackRock’s stranded assets. Over the 
past decade, BlackRock’s fossil fuel 
investments have lost investors $90 
billion in value. “Markets are 
mispricing the potential for an abrupt 
and disruptive shift in climate policy,” 
says Grantham Research Institute’s 
Nick Robins. The longer policymakers, 
companies and investors delay, the 
more rapid and disruptive the transition 
to a zero-carbon economy will have to 
be. Prepare for shocks ahead: “In 
reality, sudden changes in return 
impacts are more likely than neat, 
annual averages,” the consultancy 
Mercer advises.  
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• ImpactAlpha is watching for: Major 
asset owners and other shareholders to 
press fossil fuel companies to manage 
their own decline, throwing off cash 
while writing down assets and winding 
down operations. “There’s a complete 
clash between what companies want to 
do and what their shareholders want 
them to do,” Carbon Tracker’s Mark 
Campanale tells ImpactAlpha. 

 
3. Banks in the hot seat  
 
Expect pressure on banks to curtail financing 
for a growing range of fossil fuel projects. 
Divestment only gets you so far. Climate 
activists and shareholders have a new target: 
the banks that finance fossil fuel infrastructure 
that will be with us for decades to come. Since 
the Paris accord, a few dozen global banks 
have financed nearly $2 trillion worth of fossil 
fuel business. That puts them at risk of being 
saddled with stranded financial assets, yet 
they’ve shown a “systematic reluctance” to 
push transformational change onto their 
carbon-intensive clients. JPMorgan, by far the 
largest fossil fuel enabler, has been the target 
of protests and shareholder resolutions pushing 
for more disclosure and action. 
 

• Turning point. Just this week, Goldman 
Sachs dropped future financing for oil 
exploration in the Arctic and Liberty 
Mutual said it would stop underwriting 
companies that get more than a quarter 
of their revenues from coal extraction 
or production. “If these financial giants 
begin to move, the effects will be both 
quick and global,” says activist Bill 
McKibben. 

• Multilateral gains. The European 
Investment Bank, the world’s largest 
multilateral bank, announced it would 
cease funding fossil fuel projects after 
2022. Climate financing from the six 
multilateral development banks grew 

22% last year, even as global climate 
finance fell.  

• Glass half full. Boston Common Asset 
Management found that 37 of 58 major 
banks had reported substantive 
progress across climate-related 
strategy, risk management and 
opportunities. More than 30 banks are 
restricting lending or investment as a 
result of these assessments.  

• ImpactAlpha is watching for: Stress 
tests for banks and insurance 
companies along the lines of the Task 
Force on Climate-Related Financial 
Disclosure‘s recommendations, as an 
increasing number of central banks 
move to quantify climate risks to their 
financial systems. 

 
4. Solutions at hand 
 
Expect investors to look to a broader range of 
climate solutions as they seek to meet their 
pledges for climate action. Forests are climate-
negative technology at scale. Regenerative 
agriculture practices improve soil health, 
which helps sequester carbon. Electrification 
of transport could reduce the energy sector’s 
carbon emissions by 72% by 2050, but carbon 
capture technologies, long dismissed as a pipe 
dream, will still need to remove 10 gigatons of 
carbon a year. Goldman Sachs’ $750 billion 
commitment to sustainable finance themes by 
2030 includes sustainable transportation, 
agriculture and ecosystem services, as well as 
clean energy. Played right, we’ll be writing the 
story of how global capital blew past the “clean 
trillion” goal for annual low-carbon 
investments, just as solar and wind energy 
capacity has already blown past the best-case 
scenarios of only a few years ago. 
 

• Natural capital. “Catalytic” investors 
are backing forest funds. Terra Silva, a 
new $90 million fund of funds, aims to 
prove that sustainable tropical forests 
are a profitable bet for commercial 
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investors. The Conservation Fund is 
leveraging green bonds to finance the 
acquisition and protection of 
forestlands. 

• Soil wealth. At least 54 U.S.-based 
investment vehicles, with nearly $50 
billion in assets, are backing farmers 
boosting soil health with regenerative 
farming practices in order to mitigate 
climate change.  

• Carbon tech. A growing number of 
startups and their climate-smart 
venture backers are aiming to scale 
techniques to suck billions, or hundreds 
of billions, of tons of carbon out of the 
atmosphere.  

• ImpactAlpha is watching for: Green 
bonds and other sustainable financing 
mechanisms to truly break out. A 
record $250 billion of green bonds 
were issued last year – but that still 
represents a tiny slice of the fixed-
income market. 
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October 8, 2019 

 
 

Conservation finance: Can banks embrace natural capital? 
 

BY HELEN AVERY

Climate is no longer the only risk in town: 
thanks to a loud call from the scientific 
community, nature has finally been given a 
seat at the table with finance ministers, 
regulators and central bank governors. 
 
Degradation of natural capital through human 
activity has brought us to a tipping point. The 
risks are multiple and varied, from precipitous 
declines in economic growth to the uncertain 
future of our species. All sectors of society are 
being called on to go ‘beyond carbon’ and 
reduce their negative impact on the natural 
environment, finding solutions that regenerate 
natural resources. How can financial 
institutions best be of service? By examining 
their balance-sheet exposure to nature-related 
risks and by channeling finance to businesses 
and projects that are restoring natural 
resources. They have the full support of the 
scientific community. 
 
Tucked in a box that seemed almost an 
afterthought in the April inaugural report on 
climate change and financial risk from 42 
central banks and observers, including the 
World Bank, OECD and the IFC, was a clear 
signal that measuring climate-related risk is 
only a starting point for the financial industry. 
The report from the new Network for Greening 
the Financial System (NGFS) said there were 
“compelling reasons” to look beyond climate 
risk to broader environmental risks. It raised 
concerns that environmental degradation could 
“cascade to risks for financial institutions” \ 

 
because “reduced availability of fresh water or 
a lack of biodiversity could limit the operations 
of businesses in a specific region” – businesses 
that banks are exposed to. It was certainly not 
an afterthought, however.  
 
Since April, heads of sustainable finance 
around the world say they have been in closed-
door meetings with their central banks, 
regulators, politicians and peers to discuss how 
to measure environmental risk exposure, how 
to begin to price natural capital (minerals, 
water, oxygen, biodiversity) and the ecosystem 
services they provide, and to weigh in on a 
potential follow-up or expansion to the current 
Task Force on Climate-related Financial 
Disclosure (TCFD) – a Taskforce on Nature-
related Financial Disclosure (TNFD).  
 
The NGFS isn’t the only group pushing for 
greater global debate around finance and 
nature. In May this year, the World Wide Fund 
for Nature (WWF) and Axa Investment 
Managers called for a task force on nature 
impact disclosures, highlighting not the risk to 
financial institutions of nature’s degradation 
but rather the risk to nature if investors and 
lenders continue to ignore its worth in their 
decision-making.  
 
They are asking businesses to identify and 
analyze activities that have a material impact 
on biodiversity, as well as activities with 
‘transition’ potential to support biodiversity 
protection and restoration. If we do not 



 

2 
 

integrate environmental costs and risks into 
capital markets, none of the sustainable efforts 
will make any difference – we will all go under   
- Peter Bakker, World Business Council for 
Sustainable Development That WWF and Axa 
report came on the heels of yet another – the 
Global Deal for Nature – driven by One Earth, 
an initiative of the Leonardo DiCaprio 
Foundation, and a group of scientists that laid 
out the costs and actions required to protect up 
to 50% of the Earth’s natural resources in a bid 
to save biodiversity and prevent climate 
change.  
 
That report estimated that costs for nature 
conservation measures could be more than 
$100 billion a year. As environmental activists 
Greta Thunberg and George Monbiot declared 
in their video to coincide with the UN General 
Assembly meetings and New York Climate 
Week in September, we need to “protect, 
restore” and, in a sign of the times, “fund” 
nature.  
 
These declarations, while seemingly having 
different motives, have at their core urgent 
calls from the scientific community on the 
plight of nature and the collective ignorance of 
what a degraded natural world means for 
humans. Their message has been that climate 
change is a subset of a much broader set of 
environmental crises now unfolding.  
 
Reports out this year have underscored this 
point. The Intergovernmental Science-Policy 
Platform on Biodiversity and Ecosystem 
Services (IPBES) Assessment, compiled by 
145 expert authors from 50 countries, reported 
that one million animal and plant species are 
now threatened with extinction, many within 
decades. It listed plastic pollution as having 
increased 10-fold since 1980; 300 million to 
400 million tonnes of heavy metals, solvents, 
toxic sludge and other industrial waste are 
being dumped annually into the world’s 
waters; and fertilizers entering coastal 
ecosystems produce more than 400 ocean 
‘dead zones’ covering more than 245,000 

square kilometres. Among other revelations, 
the IPBES stated that up to $577 billion in 
annual global crops are at risk from pollinator 
loss and nearly 75% of freshwater resources 
are being channelled to crop or livestock 
production.  
 
It highlighted an increase in communicable 
diseases and malnutrition, and a heightened 
risk of flood, drought and extreme weather. On 
page after page it repeated that we cannot exist 
without nature’s contribution. “The media 
seemed to focus on the issue of species loss, 
but the assessment offers very detailed and 
startling warnings of the flood hazard, food-
supply shortages and water-supply shortages 
that will severely impact the human race due to 
nature’s degradation,” says Mary Ruckelshaus, 
director of the Natural Capital Project (NCP). 
“People have to understand that scientists are 
conservative in their estimates.  
 
This is a clarion call.” Peter Bakker, World 
Business Council for Sustainable 
Development The NCP is run at Stanford 
University in collaboration with the Chinese 
Academy of Sciences, the University of 
Minnesota, the Stockholm Resilience Centre, 
The Nature Conservancy and the WWF. It 
provided the modelling for the IPBES report 
that shows how global environmental changes 
will transform ecosystem services and the lives 
of the people who rely on them. IPBES chair, 
Sir Robert Watson, tried to connect the dots for 
those that didn’t understand when he pointed 
out that:  
 
“We are eroding the very foundations of our 
economies, livelihoods, food security, health 
and quality of life worldwide.” The 
Intergovernmental Panel on Climate Change 
land use report that came in the summer only 
compounded the dire warnings: that our soil is 
so degraded from chemicals that it cannot 
support food growth or sequester carbon. That 
our use of land is also exacerbating climate 
change as agriculture, forestry and other types 
of use account for 23% of human greenhouse 
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gas emissions. This year has to be seen as 
wake-up call, says Peter Bakker, chief 
executive of the World Business Council for 
Sustainable Development. “The IPBES report 
showed us we’re not just in a climate crisis, 
we’re also in the middle of a biodiversity and 
nature crisis.  
 
A TNFD seems inevitable, and at some point 
TCFD and TNFD will have to become 
mandatory and not voluntary, because right 
now we’re coasting along and in five years’ 
time we’re going to be in a blind panic.” 
Speaking of its 200 members that include firms 
such as PepsiCo, Unilever, ExxonMobil, Shell, 
Microsoft, BASF, Honda, Danone, Bayer and 
several banks, Bakker says businesses are 
responding to the crises by reviewing exposure 
in their own supply chains to natural capital 
and the ecosystem services it provides – food, 
water products, wood, fibre and medicine – 
both from a risk perspective and to better 
understand how they can reduce their impact 
on nature. He stresses, however, that the 
transition of all sectors to ones that regenerate 
or conserve natural capital will only be 
possible if the financial sector supports that 
transition.  
 
“If we do not integrate environmental costs and 
risks into capital markets, none of the 
sustainable efforts will make any difference – 
we will all go under.” The move is away from 
focusing solely on climate change to see the 
broader environmental threats – many of 
which may come more acutely and more 
quickly.  
 
The financial community is being called upon 
on many fronts: to work with scientists, central 
banks and governments to assess and mitigate 
the systemic financial risk; to work with 
businesses to help them transition supply 
chains; and to work with conservation NGOs 
to develop the tools to move capital towards 
regenerating and protecting nature. Finance is 
key, insists Ruckelshaus. “When we are 
invited to work with governments on natural 

capital restoration ambitions their first 
introductions are to the minister of the 
environment, or resources such as fisheries or 
forests,” she says. “We often agree it is also 
critical to meet the finance ministers and 
central bank governors, because if 
governments don’t realize the economic risks 
of not preserving natural capital, then we will 
not be able to get done what we need to do.”  
 
Assigned value  
If you ask ecologists who to speak to about 
finance and the environment, they will tell you 
Ed Barbier. Not that he always agrees with 
them – he’s an economist and not an ecologist, 
but he is one of few who can speak both 
languages. Indeed, Barbier is one of the best-
known environmental economists in the world, 
having written for decades about natural 
capital and the need to price it accurately. Over 
his 30-year career, Barbier has been asked 
many times how to put a price on nature; his 
response is a hard-truth: “When people talk 
about natural capital not being assigned a 
value, it’s not true. We have put a price on 
nature. And that price is zero. Ed Barbier “We 
are destroying mangroves as if they were 
worthless,” he continues. “But is that true? Is 
their ability to defend coastal areas from 
damage or support fisheries valueless? No. It 
makes no sense. We include the price of labour 
within the production of cars, yet we do not 
include how the natural environment supports 
and protects human activity.” Barbier has been 
suggesting incorporating environmental values 
within decision-making for over 30 years. In 
1989 at the International Institute for 
Environment and Development in London he 
co-authored ‘Blueprint for a green economy’ – 
it highlighted how environmental values must 
be internalized within costs and natural capital 
accounted for. Then in 2009 he was 
commissioned by the UN Environment 
Programme (UNEP) to write ‘A global green 
new deal’. It was designed to offer a new way 
of looking at economics after the financial 
crisis – one that included greater consideration 
of the use of natural resources and the impacts 
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of pollution and greenhouse gas emissions. “It 
was all standard stuff – policy changes, 
pollution taxes, putting a correct price on 
nature and using that within accounting,” says 
Barbier. “This isn’t some radical solution that 
requires the end of capitalism. It’s about 
having sound approaches to break the deadlock 
of overusing the natural environment. “Yet 
here we still are.”  
 
But economics as we know it could be about to 
change. Several governments have begun work 
on understanding the cost of their natural 
capital in a way that moves beyond GDP as a 
means for measuring economies. China, for 
example, is developing and testing a new 
measure of ecological performance – a Gross 
Ecosystem Product (GEP) that it will report 
alongside GDP. It is working with the NCP as 
it seeks to re-zone the entire country to account 
for ecosystem service importance and 
ecological sensitivity. When people talk about 
natural capital not being assigned a value, it’s 
not true. We have put a price on nature. And 
that price is zero   - Ed Barbier Ruckelshaus 
says NCP is working with an increasing 
number of stakeholder groups and 
governments to help them better understand 
the value of their ecosystem services. 
Countries as far apart as New Zealand, 
Scotland and Chile are following the likes of 
Bhutan and moving beyond GDP to include 
environmental metrics, recognizing not only 
the value of natural capital in terms of 
resources but also how it relates to the 
wellbeing of their citizens. The UN’s 
Biodiversity Finance Initiative (Biofin) has a 
mandate specific to biodiversity. So far it has 
been working with 35 countries to help them 
understand their spending gap on biodiversity 
and how to bring in data and tools to help them. 
Onno van den Heuvel, its global manager, 
says:  
 
“What came out of the Convention on 
Biological Diversity in Japan in 2010 was that 
one of the fundamental reasons biodiversity 
goals were not being advanced by nations was 

because of the inability to direct finance to 
those goals.” The notion that nature has a role 
in economic growth began to gain momentum 
in the finance industry between 2005 and 2010. 
In 2006, Pavan Sukhdev, a former banker 
(including as chief operating officer for 
Deutsche Bank’s global emerging markets 
division), led The Economics of Ecosystems 
and Biodiversity (TEEB) – a study 
commissioned by the G8+5 and hosted by 
UNEP. Working with ecologists, biodiversity 
and soil scientists, economists, sociologists, 
systems modellers and policy analysts, TEEB 
sized the global problem of biodiversity loss 
and ecosystem degradation in economic and 
human welfare terms, providing financial 
estimates on what could be lost through 
environmental degradation.  
 
Karin Kemper, World Bank It showed that 
nature and its services have value, but not 
price. The annual economic value of insect 
pollinating activity was estimated at that time 
to be $153 billion (9.5% of global agricultural 
output). At the ecosystem level, the benefits 
associated with coral reefs in terms of living 
conditions were estimated to be between $30 
billion and $172 billion a year. The global 
over-exploitation of fishing resources, for 
example, led to a $50 billion shortfall each 
year. “We cannot continue to leave nature 
outside of the economic system,” says 
Sukhdev, now president of WWF 
International, based in Switzerland. “How we 
measure, value and respond to externalities 
should be the number-one item on all 
government agendas. And until it becomes part 
of the reporting of companies, including banks, 
there will remain no visibility, and private 
profits will continue to create public losses.”  
 
The TEEB marked the first steps in 
understanding the economic risk of exploiting 
natural capital – steps that are slowly becoming 
strides. In 2010, the UN Principles for 
Responsible Investment (PRI) and the UNEP 
Finance Initiative commissioned Trucost to 
calculate the cost of global environmental 



 

5 
 

damage. Annual environmental costs from 
human activity were calculated at $6.6 trillion 
in 2008, equivalent to 11% of world GDP, with 
the top 3,000 public companies responsible for 
a third of this. In 2015, the Economics of Land 
Degradation Initiative estimated land 
degradation alone could be costing the world 
as much as $10.6 trillion every year. The 
numbers on the page are brought to life in 
everyday examples. Trucost’s chief executive, 
Richard Mattison, has them at his fingertips. 
“After 30 to 40 years of mass clear-cutting of 
trees to make way for farms to support its 
growth, China suffered catastrophic floods in 
1998 and a subsequent drought – the forests 
that supported soil that could absorb water had 
gone. Around 4,000 people died, millions were 
displaced and the damages amounted to more 
than $30 billion – far more than the timber 
sales had produced for the economy.” It’s 
incredibly important for these countries to 
maintain and productively use natural capital, 
and we think it is high time to have it 
considered as its own asset class – alongside 
human, produced and financial capital   - Karin 
Kemper, World Bank Alongside the 
realization that humanity’s negative impact on 
nature is being felt in the near term, there is the 
knowledge that the impact is being felt hardest 
by those already on the margins. Karin 
Kemper, global director for environment, 
natural resources and blue economy at the 
World Bank, says: “In low-income countries, 
natural capital makes up nearly half of the 
wealth. It’s incredibly important for these 
countries to maintain and productively use 
natural capital, and we think it is high time to 
have it considered as its own asset class – 
alongside human, produced and financial 
capital.”  
 
Policy changes  
Policy changes are inevitable. In early 
September, for example, India’s prime 
minister, Narendra Modi, announced the 
decision to implement zero budget natural 
farming (chemical pesticide and fertilizer-free 
agriculture) across India at the UNCCD 

Conference of Parties. Pavan Sukhdev, WWF 
International In the same month, Germany said 
it will ban the use of the weedkiller glyphosate 
in 2023. “We’re using a corporate model and 
accounting standards from the 1850s, and 
because of that, risk is building in the system,” 
says Sukhdev. “There’s reputational and 
litigation risk, risk of investors pulling out, and 
a risk of stranded assets. If you’re a bank 
making profits by lending to coal-fired power 
plants or pesticide firms, then the game is 
going to be up for you soon, because you 
cannot fool all of the people all of the time.” 
Sonja Gibbs runs the sustainable finance 
working group at the Institute for International 
Finance. She agrees that policy changes are on 
the horizon: “So far, the policy push to curb 
climate and broader ESG [environmental, 
social and governance] risks – including 
environmental degradation in all its forms – 
has been slow to materialize. But it is coming, 
it’s going to be substantial and we in the 
financial sector need to prepare for a new 
policy and regulatory landscape.” But the 
challenge is this: financial institutions cannot 
guess which policies are coming or the nuances 
they will contain.  
 
If you’re a bank making profits by lending to 
coal-fired power plants or pesticide firms then 
the game is going to be up for you soon, 
because you cannot fool all of the people all of 
the time   - Pavan Sukhdev, WWF International 
Gibbs points to the work of the Inevitable 
Policy Response (a collaborative project of the 
UN PRI, Vivid Economics and Energy 
Transition Advisors) that could be helpful to 
banks as well as asset owners. It seeks to 
prepare financial markets for climate-related 
policy risks and opportunities that are likely to 
emerge in the short and medium term – such as 
lower sales of beef and an increase in nature-
based solutions. But even once it understands 
the coming policy changes, the financial 
industry still needs to measure its balance-
sheet exposure to natural capital effectively. 
Help is coming.  
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Trillion-dollar free lunch  
Along with Barbier and Sukhdev, Andrew 
Mitchell is a long-time proponent of putting a 
price on nature. He started his career up in the 
canopies of trees and saw first-hand how 
conservation efforts stood no chance against 
“the tsunami of capital markets that send 
money flowing, blind to its impact on nature”. 
He set up research group Global Canopy 18 
years ago to better understand the flows of 
finance that were indirectly or directly causing 
deforestation and biodiversity loss. Then in 
2012, he established the Natural Capital 
Finance Alliance with the UNEP Finance 
Initiative to bring together banks and asset 
managers to help them screen their portfolios 
and see for themselves how their portfolios 
were exposed to natural capital risk. Andrew 
Mitchell, Global Canopy The work was 
designed to support the Natural Capital 
Declaration announced at the Rio Earth 
Summit in 2012 – a commitment by leaders in 
finance to say they would start to include 
natural capital commitments in their 
investments and lending. The NCD was an 
achievement, though only 40 chief executives 
signed up – mostly sector-leading banks and 
some insurers – though none of the largest 
banks. “While it got a lot of attention, there 
wasn’t much of an appetite because everyone 
was busy obsessing about carbon,” says 
Mitchell. Nonetheless it led to the creation of 
Encore, which launched in 2018, the first tool 
to help the financial sector understand 
dependencies on nature so it can better manage 
its risks. “[Encore] boils down the world’s 
natural assets into eight categories with 21 
ecosystem services that flow into 157 business 
sectors,” says Mitchell. “You can begin to 
screen your portfolio for those sectors or by 
environmental risk and see your exposure.” 
BNP Paribas, Yes Bank and FirstRand Bank 
have been users. PricewaterhouseCoopers has 
tested the tool in Peru, Colombia and South 
Africa to see if its data is accurate. It also 
developed a tool with Bloomberg to allow 
investors in copper and gold mines to measure 
water risk. Mitchell points out that banks are 

heavily exposed to water through agricultural 
finance. More to the point: “We’ve had a 
trillion-dollar free lunch on nature,” he says. 
“It’s all coming home to haunt us now.” 
Mitchell also points to the work of Trucost 
(now part of S&P Global Market Intelligence) 
in highlighting the risk on bank balance sheets. 
Mattison at Trucost says there is a reason the 
firm isn’t called Climatecost: “Climate, 
biodiversity loss, water quality, air pollution, 
soil health – they are all interrelated. Increased 
air pollution, for example, means reduced crop 
yields, health issues and water contamination 
in addition to climate change.” We’ve had a 
trillion-dollar free lunch on nature. It’s all 
coming home to haunt us now   - Andrew 
Mitchell, Global Canopy Trucost’s research 
shows that if companies must internalize the 
costs of natural capital, it will be painful. Its 
report on Brazil showed that if the animal 
slaughtering, rendering and processing sector 
had to internalize just 2% of the natural capital 
costs it generates, it would no longer be 
profitable. In petrochemical manufacturing, 
the profits of the sector would disappear if 13% 
of its natural capital costs were internalized.  
 
Companies in highly natural capital-intensive 
sectors only have to internalize a small fraction 
of the cost of the environmental externalities 
they are generating for their financial 
performance to be greatly impacted. A similar 
report by Trucost and Yes Bank in India shows 
the total annual natural capital cost of 
companies financed by India’s banks to be 
Rs90,496 billion ($1.3 trillion), equivalent to 
2.9 times the credit provided to these 
companies. If companies had to pay these 
costs, it would impact their profitability. 
Clearly, tools are needed to allow banks to 
screen their own lending and investment 
portfolios for entire risk. And, thanks to the 
work of CDC Biodiversité and a small Dutch 
Bank, those tools are being refined. ASN Bank 
is a subsidiary of de Volksbank, the 
Netherlands’ fourth largest bank; it recently 
worked with CDC Biodiversité, Actiam and 
Finance in Motion to estimate the impact on 
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biodiversity of its investments. The 
methodology is called ‘biodiversity footprint 
for financial institutions’ and its measurements 
are in hectares. “In 2017, for example, we 
know we were responsible for a loss of 64.849 
hectares of biodiversity,” says Roel Nozeman, 
senior adviser on biodiversity at ASN Bank – 
probably the only person with such a title in the 
banking industry. He offers an illustration of 
how ASN Bank got to that figure using an 
investment in a Spanish shoe company as an 
example. Roel Nozeman, ASN Bank “First we 
find out how many shares of this shoe 
company we own – 1% of the shares means 1% 
of the company’s biodiversity impact is on us. 
Then we determine which economic activities 
we are actually investing in. Does this shoe 
company produce only shoes? Then we use the 
database Exiobase to find the environmental 
footprint of a shoe company in Spain. It 
provides us with an exact list of emissions, 
resources used and land used there.  
 
Now, we have to figure out the effect on 
biodiversity.” To do this ASN uses the ReCipe 
methodology developed by the Dutch National 
Institute of Public Health and Environment. 
“The result is a parameter that expresses the 
fraction of species lost in a certain area during 
a certain time: potentially disappeared fraction 
of species (PDF). And this unit (PDF.m² per 
year) is then translated into hectares.” 
Nozeman says the bank can now work to lower 
its biodiversity footprint. It intends to have a 
net positive impact on biodiversity by 2030. 
Nozeman says ASN Bank began asking itself 
where it wanted to be regarding biodiversity by 
2030 back in 2014 because it understood the 
value. “Biodiversity is not only the source of 
life, it is also a source of prosperity: it provides 
services that are of economic, aesthetic, 
religious and cultural value to people,” he says.  
 
“What is more, to many people, biodiversity 
has an intrinsic value that, in itself, is sufficient 
to legitimize its protection. “We are committed 
to protecting it – with its fragile balance 
between different animals, plants and micro-

organisms. The extinction of just one species 
can lead to a chain reaction, causing their home 
ecosystem to no longer work properly and 
preventing it from providing any more 
ecosystem services.” Nozeman says he is 
“genuinely appalled by the lack of urgency 
displayed in the banking industry” and says 
that both the financial sector and governments 
should take responsibility. “Facing the life-
threatening issue of biodiversity loss is not an 
issue of only ministries of agriculture and 
environment, it should also be a top priority for 
the ministries of economy,” he adds. He says 
ASN Bank would welcome incorporating 
biodiversity into the TCFD or creating a 
TNFD.  
 
ASN is not the only bank trying to understand 
the natural capital risk in its investments. 
Mirova, the sustainable investment affiliate of 
Natixis Investment Managers, is also working 
with CDC Biodiversité to find natural capital 
values for six to eight companies in its 
portfolio. The results will be released in 
October. “If the model works, then the 
difficulty begins,” jokes chief executive 
Philippe Zaouati, “because then we’ll need to 
do it on 2,000 companies.” Philippe Zaouati 
ASN Bank He says Mirova is talking with data 
providers such as Trucost to see if it is possible 
to scale up natural capital valuation models. 
“We think the momentum is here, but the 
technology at the right cost may not be yet.” 
Nozeman, who says that ASN Bank will begin 
to look at its loan portfolio next, also puts 
forward an idea that has drawn attention.  
 
“Policymakers should reward frontrunners and 
require higher capital requirements of financial 
institutions that do not address biodiversity 
loss, lack transparency in this field and that are 
therefore more likely at risk,” he says. The 
corollary of this is to lower capital 
requirements of bank loans to companies that 
score better for biodiversity or natural capital 
preservation – an extension of the Green 
Supporting Factor that was put to the European 
Commission by the High Level Expert Group 
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on Sustainable Finance (HLEG). The People’s 
Bank of China, for example, offers capital 
relief to banks that are lending to green 
activities, passing on reduced rates of up to 
60% to qualifying companies. But Zaouati, 
who was a member of HLEG, says it received 
push back from central banks because neither 
the risk nor the meaning of “green” was 
understood at that time. Interestingly, it led 
Natixis to implement its own version of the 
Green Supporting Factor – an initiative it 
announced during UN Climate Week called 
the Green Weighting Factor. The bank maps 
all of its loans from dark green to dark brown 
and applies internal capital requirements that 
favour green loans. How that works can be 
changed as green markets develop. Such a 
model could be extended to incorporate 
broader environmental risks than carbon 
emissions alone.  
 
Ill-prepared  
Through the work of CDC Biodiversité and 
tools such as Encore and those from the 
Natural Capital Project it is possible to see a 
future where banks are indeed including 
reports on environmental risk more broadly. It 
is also clear that the journey towards better 
assessing risk in the financial sector would be 
a lot easier if companies were offering up those 
details. However, corporations are almost as 
ill-prepared as the banks. Andrew Deutz, 
director of global policy, institutions and 
conservation finance at The Nature 
Conservancy, says:  
 
“Companies have not figured out how species 
and ecosystem loss and environmental 
degradation impacts their bottom line. Just a 
handful of companies we speak to get it. 
Andrew Deutz, The Nature Conservancy 
“Beverage companies that rely on watersheds 
have a little more grasp of what is at stake, but 
we also have a challenge in that we don’t have 
simple and universal metrics that companies 
can be held accountable to for ecosystems, the 
way companies can simply count carbon 
emissions for climate. I spoke to a head of one 

firm leading the charge in sustainability who 
still thought that, in the absence of those 
metrics, accounting for degradation simply 
meant not sourcing from protected areas. We 
haven’t managed to get companies to fully 
understand what is coming yet.” Martin Lok is 
deputy director of the Natural Capital 
Coalition – an international collaboration of 
more than 300 organizations that work 
collectively to identify, measure and value 
their direct and indirect impacts and 
dependencies on natural capital. NCC has 
developed a protocol to help companies 
improve their decisions by better 
understanding natural capital risk and 
opportunities through implementing tools and 
methods such as Encore.  
 
Lok says businesses need confidence to 
publish their impacts and dependencies on 
nature. “It is important that they understand the 
benefits of natural capital thinking and that 
they are confident about their approach,” he 
says. The coalition is working with businesses 
to at least begin to improve the tools to help 
businesses embed nature in their decision-
making. Deutz says Encore is a start as it 
allows companies, including financial 
institutions, to see the risks of environmental 
degradation. But more detailed metrics and 
natural capital accounting is needed for them 
to realize policy changes are coming and that 
someone is going to be expected to pay the true 
price of natural capital. That someone is 
unlikely to be the consumer in the near term. 
Bakker at the World Business Council says: 
“Ideally, we would price externalities into 
consumer prices, so that products that are 
better for the environment are cheaper. 
However, pricing all externalities of food into 
the prices would more than double the prices 
of food; and we need to find new ways to give 
these price signals without causing social 
unrest.” Tentative steps are being made, 
however, to price at least the cost of carbon 
into goods.  
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For example, ice cream company Ben & 
Jerry’s ran a pilot in London last year where 
customers could join them in contributing 
towards carbon credits from a forest 
conservation project in Peru and take action at 
the point of sale using blockchain technology. 
Lisa Walker, chief executive at Ecosphere+, 
which works with the project to source carbon 
credits, says customers were willing to pay the 
extra because of the transparency and 
explanation of where the costs were going. 
Shell has also piloted an initiative whereby 
drivers can opt to pay for their carbon footprint 
at the pump as they fill their vehicle’s tank. 
Away from carbon, Danone North America is 
testing pricing of its dairy products as it has 
shifted farmers to non-genetically modified 
and regenerative farming practices. 
Companies have not figured out how species 
and ecosystem loss and environmental 
degradation impacts their bottom line. Just a 
handful of companies we speak to get it   - 
Andrew Deutz, The Nature Conservancy It’s 
going to be an education for consumers, 
though it will more likely fall on the shoulders 
of companies to pay for government policy 
changes, pollution taxes or the removal of 
subsidies – at least in the short term. They 
would be wise, therefore, to transition their 
supply chains to become more 
environmentally friendly sooner rather than 
later. Some are – such as Danone.  
 
But in a Catch 22, just as banks need 
companies to become transparent and 
transition their supply chains to lower the risk 
to those banks, so companies need banks to 
lend them the money to transition. And it’s 
here where it gets sticky. Banks’ own risk 
policies and their capital requirements are 
preventing them from making the loans. The 
result of this Catch 22 is going to be stranded 
assets. If any organization has seen the writing 
on the wall, it would be the WWF. Bob 
Litterman, former head of risk for Goldman 
Sachs and founding partner of Kepos Capital, 
sits on the US board of the WWF and advises 

the NGO on the investment strategy of its $250 
million reserve fund. 
 
 “Back in 2013, we looked at what our risk was 
at having stranded assets, which we originally 
defined as coal and tar sands,” says Litterman. 
“Later we added oil exploration and 
production.” After divesting a natural 
resources fund, WWF found it had less than 
1% invested in stranded assets. “There was 
exposure to tar sands and coal, for example,” 
says Litterman, “so we sold what we could and 
hedged the bits and pieces that were left in 
externally managed private equity, public 
equity or hedge fund allocations.” The hedge 
was a stranded asset total return swap, long the 
S&P500 and short companies invested in 
stranded assets, says Litterman. It was the right 
call. The stranded assets have underperformed 
the broad equity market by an average 13% a 
year, almost 100% in a little under six years. 
Litterman says he expects that rate of 
underperformance to increase: “I would 
suggest investors who have not started 
considering stranded asset risk to start doing 
so. Now.”  
 
Learning curve  
And so we arrive back at the urgent need to 
have banks begin to disclose their nature-
related risks, and the creation of a TNFD, 
which may be a standalone set of requirements 
or may end up being an extension of the TCFD 
– a ‘TNCFD’ or ‘TCNFD’. There are 
conflicting views across the banking industry 
about which would be preferable. Daniel Klier, 
global head of sustainable finance at HSBC, 
points out that if climate and biodiversity are 
separated then there is the risk of financing 
something like a hydro dam that ticks a box on 
clean energy but that would disrupt 
ecosystems. “We need to be careful that we 
don’t just take things as piecemeal but rather 
look at the environmental risks together and 
take a view on a sector,” he says.  
 
Those who argue for a separate taskforce say 
that the TCFD already provides a framework 
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and that, while there are more complexities in 
valuing natural capital than carbon, there are 
enough stakeholders in the scientific 
community willing to help it come to fruition. 
They also argue there is an urgency to focus on 
nature. One high-level financial industry 
expert who has been speaking to banks and 
governments about the possibility of a TNFD 
says: “It’s going to be a learning curve; we can 
develop the mechanisms that turn the 
information and insight that arises into action 
in parallel. We should not wait.” Bankers and 
investors, however, say they are still coming to 
grips with the TCFD voluntary requirements 
(which look set to become mandatory) and that 
another set of disclosures so soon would be too 
much. What everyone does agree, however, is 
that before the end of the 2020 Convention on 
Biological Diversity in Kunming, China, 
nature-related risk is going to be on the radar 
of every financial institution.  
 
Which financial tools for conservation?  
John Tobin was a tropical ecologist doing 
arboreal and biology studies under Edward 
Wilson, spending his time in the treetop 
canopy collecting insects for research.  
 
It was up one of these trees that Tobin felt 
called to conservation and, realizing he needed 
practical skills, he followed a three-year law 
degree and then took a job on Wall Street so he 
could better understand where the money 
needed for conservation would come from. 
John Tobin, Cornell University He ended up as 
global head of sustainability at Credit Suisse. 
Now a professor of management at Cornell 
University, Tobin is one of a rare few who can 
straddle the worlds of finance, conservation, 
ecology and academia. He speaks the language 
of each sector – and they are entirely different. 
“Their pace of work is different, the way they 
work is different and they don’t understand 
each other,” says Tobin. “While 
conservationists grasp the bigger picture of the 
threats to nature and what nature needs, they 
have little understanding of how business or 
the real economy operates. And on the other 

side you have bankers and investors who don’t 
understand the science, and see nature as 
unmeasurable and risky.” If the collective goal 
is to move finance into the conservation of 
natural resources, then these fields need to start 
understanding one another so that they can 
work together.  
 
Partly driven by this motivation, Tobin co-
founded the Coalition for Private Investment in 
Conservation (CPIC), along with Frank 
Hawkins at the International Union for 
Conservation of Nature (IUCN), Deutz at The 
Nature Conservancy (TNC) and Fabian 
Huwyler (then at Credit Suisse). While 
conservationists grasp the bigger picture of the 
threats to nature and what nature needs, they 
have little understanding of how business or 
the real economy operates   - John Tobin, 
Cornell University Its goal, through a 
collaboration of the public, conservation and 
private sectors, is to drive private capital into 
the restoration and conservation of nature. It is 
working with think-tank the Paulson Institute 
(founded by former US treasury secretary and 
conservationist Hank Paulson) on the funding 
gap and how it might best be filled. “The good 
news is that from our research we can see that 
fund flows in foreign aid towards saving 
ecosystems have doubled to about $10 billion 
annually,” says Deutz. “The problem is that we 
estimate the amount needed to be $250 billion, 
and the majority is going to have to come from 
the private sector.”  
 
Appetite  
Tobin says: “It’s easy to just throw in the towel 
when you see that kind of gap. But if we can 
tap into just 1% of new and reinvested capital 
from private sources, that gap would be filled.” 
CPIC approached some of Credit Suisse’s 
clients in 2014; their response was that if 
capital was safe and doing something positive 
for the environment, then the appetite from the 
buy side would be there. CPIC now has 
approximately 60 member institutions that 
include conservation NGOs, impact 
investment funds and platforms, consultants, 
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universities and research firms, as well as the 
European Investment Bank and UN 
Development Programme. Charlotte Kaiser, 
NatureVest What was missing was investable 
product, chiefly because conservation NGOs 
had only worked with donor money. But about 
the same time CPIC was being put together a 
shift had begun. NatureVest was formed in 
2014, for example – an investment arm of TNC 
with the mission of creating investment 
opportunities in nature. “We have to access 
that world,” says NatureVest’s managing 
director, Charlotte Kaiser. “There is no other 
way. All the research shows how much we 
need to do, and we’re just not getting near it. 
We need to see natural capital as an investable 
asset and not a charity case, and certainly not 
an asset of no value at all.” Indeed, impact 
investments, where (in this definition at least) 
for-profit investors are prepared to accept low 
financial returns or a little more risk in 
exchange for positive environmental and/or 
social impact returns, have proved a good 
bedfellow for conservation. But it has not been 
easy. “We thought we would do a deal and the 
money would come,” says Kaiser, “but what 
emerged was that you can create a very 
compelling business case with a return, but if 
it is novel or a risky business model, it will not 
go through investors’ screens.” Indeed, 
excluding sustainable forestry and sustainable 
aquaculture, impact investments in marine or 
land-based conservation have been minimal, 
according to impact-investment data 
platforms.  
 
Hawkins, director of the North American 
office at the IUCN, says that one of the 
challenges for investors is that the data 
available doesn’t match investors’ need for 
impact measurements. “We can talk about the 
number of hectares protected, the jobs created, 
we can even talk about carbon sequestration 
rates, but we’ve not been able to truly put a 
figure on biodiversity impact, so that we could 
say: ‘Yes, your investment in this rainforest 
initiative prevented the extinction of these 
frogs and lemurs.’” That may be coming 

however. The IUCN is working on a species 
conservation metric that will help companies, 
the financial sector, countries and even 
individuals quantify their contribution.  
 
“Biodiversity can seem esoteric in a way that 
maybe carbon isn’t because we’ve put metrics 
around the latter,” says Hawkins. “We’ll have 
something in the next few months to increase 
investor appetite and show how we can 
collectively achieve global targets such as the 
Sustainable Development Goals.” Deal flow 
does seem to be picking up. “I don’t think that 
risk appetite has changed necessarily, but the 
universe of those investing has increased,” 
says MaryKate Bullen, director of 
sustainability and communications for 
sustainable forestry investor New Forests. We 
need to see natural capital as an investable 
asset and not a charity case, and certainly not 
an asset of no value at all   - Charlotte Kaiser, 
NatureVest Recent headline-grabbing deals 
include the Seychelles blue bond, launched last 
year.  
 
Calvert Impact Capital, Nuveen and Prudential 
were the main impact investors in the $15 
million bond to help the island state replenish 
its fish stocks and protect its reefs, among other 
conservation aims. The recently announced 
$50 million Rhino impact bond is another 
example of a new tool for investing in nature.  
 
Furthermore, as the notion of ‘conservation’ 
has expanded, so too have the potential ways 
in which to invest in nature. “People have 
thought of conservation as protected areas or 
protected species,” says Kemper at the World 
Bank, “but now it also includes protecting our 
ecosystems and biodiversity everywhere, so 
conservation can include sustainable forestry, 
sustainable farming and sustainable water use. 
It could mean reducing waste to prevent 
pollution.  
 
There are many ways in which we can invest 
in preserving natural capital.” Land 
regeneration and a shift to sustainable or 
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regenerative agriculture are providing impact 
investment opportunities in New Zealand and 
in the Amazon, for example. These funds are 
all highly innovative in their design, using new 
financial tools such as outcomes-based 
payments or registering as carbon-offset 
projects to increase funding. But they therefore 
tend to be unscalable. Because they are 
incredibly new, the up-front cost of research 
and time on the ground meeting with various 
stakeholders tends to be paid for by NGOs or 
multilateral organizations – such as the World 
Bank in the case of the Seychelles blue bond. 
To help ease this up-front burden, CPIC’s 
members have been creating ‘blueprints’ – 
essentially case studies of deals done or ready 
to go – that could result in easier replication of 
the investments and that allow financial 
institutions to step in with loans or investments 
more comfortably. “Financial institutions 
aren’t good at doing the long-term background 
work required to develop new financial 
instruments,” says Tobin. “Bankers have to 
meet their annual budgets, so there is huge 
disincentive to work on novel deals that can 
take a long time to execute, are legally 
intensive, and may ultimately lead nowhere – 
because new directions are always risky. They 
want something where there can be a level of 
certainty that results will be delivered in a few 
months. “CPIC members provide 80% of the 
work that is needed to get done for a deal to 
close – the preliminary work on the deal 
structure, the types of investors, enabling 
conditions, etcetera – and then private 
institutions can pick that up and hopefully take 
it across the finish line,” he adds.  
 
Abyd Karmali, Bank of America Merrill 
Lynch Yet while ticket sizes seem to be 
growing and more deals can be expected – 
certainly from NatureVest and impact 
investment houses such as Althelia and 
Conservation Capital – impact investing in this 
form is not going to get close to meeting the 
$250 billion a year needed for conservation – 
not in the short term at least. “What we are all 
looking to figure out is what can be scaled and 

replicated, as well as being innovative,” says 
Abyd Karmali, managing director and climate 
finance executive at Bank of America Merrill 
Lynch. He says his bank has been looking at 
creating a financial solution around water for 
some time to complement the work it has 
already done – a $5 million zero-interest loan 
to WaterEquity’s WaterCredit Investment 
Fund 3. He also points to the forestry carbon 
bond that BAML co-arranged in 2016 as a 
structure to be explored further. The $152 
million bond issued by the IFC had an enabling 
factor in which BHP Billiton provided a floor 
price for carbon. “That experience showed us 
it is quite difficult to do something so bespoke 
and small and relatively illiquid that attracts 
investors,” says Karmali.  
 
Challenging  
Much larger sums of investment money need 
to be moved, but without being able to show 
large investors their natural capital-risk 
exposure or biodiversity footprint, it is 
challenging to motivate them.  
 
One way may be big deals in formats large 
investors are already comfortable with – green 
bonds, for example.  
 
In September, the Conservation Fund launched 
a $150 million green bond that is perhaps the 
first pure conservation green bond of its kind. 
And it is as plain vanilla as you can get – a 10-
year bond with a 3.4% coupon, rated A3 by 
Moody’s, with a green bond opinion by 
Sustainalytics. Goldman Sachs is the 
bookrunner.  
 
Proceeds are being used to increase the scale of 
the Working Forest Fund, which invests in 
sustainable forestry and protecting natural 
ecosystems through the permanent 
conservation of at-risk working forests. “The 
money will not be used for headquarters, 
general purposes or as a substitute for spending 
an endowment,” says John Gilbert, chief 
financial officer of The Conservation Fund. “It 
will go into specific forest conservation 
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projects that would not be possible without the 
proceeds – so you could say it’s the greenest 
bond out there.”  
 
The proceeds will help fund in its long-term 
plan to conserve five million acres of forests in 
the US over 15 years. What the bond’s very 
plain vanilla structure enabled, however, was 
institutional investor involvement – insurance 
companies and large asset managers, as well as 
family offices and impact investors.  
 
Gilbert points out that for some impact 
investors it was too plain even: “Some 
investors just like to be in smaller, more 
esoteric deals.” However, it will be hard to 
replicate the bond because The Conservation 
Fund is a unique organization. “We create 
outcomes with dual benefits of economic 
development and conservation of critical 
natural resources,” explains Gilbert. “We act 
as a financier of conservation properties on 
behalf of the US government, states and non-
profits.”  
 
Its portfolio has more than $800 million in 
assets and $500 million in conservation land. 
But he adds that there is a lot that could be 
learned from the bond, given it has brought 
conservation into the green bond realm. Green 
bonds have tended to be the domain of clean 
energy.  
 
Gilbert says he hopes the green bond market 
will adopt more deals that deliver clear 
environmental and economic outcomes at 
scale.  
 
Biofin’s van den Heuvel says it has been 
working with countries on the possibility of 
issuing a green bond to finance protected areas 
and identify other biodiversity opportunities 
within green finance frameworks.  
 
Changing behaviour  
The nascent transition bond market could also 
serve to move bigger chunks of funding 
through the large-scale transitioning of land 

use away from unsustainable to sustainable, or 
even regenerative, practices. Beef supplier 
Marfrig’s $500 million transition bond from 
ING and BNP Paribas in July this year could 
offer an example. Its proceeds are being used 
to buy beef from cattle ranchers who comply 
with non-deforestation criteria. Rabobank is 
working with development banks and UNEP 
on a deal where it can provide up to $700 
million in loans to farmers moving to 
sustainable practices in developing countries. 
Marisa Drew, Credit Suisse Together these 
deals show that the financial markets can be 
used to change behaviour towards conserving 
nature, as well as to finance companies that are 
transitioning supply chains. Credit Suisse 
announced in September its collaboration with 
the Climate Bonds Initiative to develop a 
framework to spur the growth of a ‘sustainable 
transition bond’ market. Marisa Drew, chief 
executive of the impact advisory and finance 
department at Credit Suisse, says this is where 
the large-scale change will be.  
 
“Companies are slowly starting to understand 
their impact on natural capital and ecosystems 
through their supply chains, and are wanting to 
transition those to be aligned with the UN’s 
Sustainable Development Goals, which 
includes helping preserve our natural 
resources. Where we as a financial industry 
can play a role is by helping them do that.” It 
echoes the earlier point of Bakker at the World 
Business Council: that financial institutions 
need to start developing models to help finance 
company’s transitions. Drew says it may 
require a form of blended finance whereby the 
private sector steps in at the end.  
 
“We need to look at everything,” says van den 
Heuvel. “Biodiversity credits, carbon offsets, 
payments for ecosystem services, impact 
investments, bonds, equities, taxes, lotteries, 
crowdfunding. We have to be open to it all.” 
Companies are slowly starting to understand 
their impact on natural capital and ecosystems 
through their supply chains, and are wanting to 
transition those to be aligned with the UN’s 
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Sustainable Development Goal   - Marisa 
Drew, Credit Suisse Indeed, it is clear that it is 
going to take the collaboration of the private 
sector, scientists, academics and the public 
sector to truly get private capital moving. 
Many bankers interviewed for this article that 
were yet to be involved in any conservation-
specific deals say that the incentives are just 
too small to build teams committed to small-
scale transactions. Credit Suisse is still the only 
bank member of CPIC. Deutz suggests we 
“need to change market mechanisms or 
provide incentives” – such as a Green 
Supporting Factor. Indeed several former 
bankers-turned-conservationists say that the 
change won’t come without regulation. CPIC’s 
Huwyler adds: “We’re just not going to be able 
to save our natural resources by taking small 
incremental steps. Just ‘doing a little better’ is 
not going to be enough. We have to crack 
natural capital valuations and build them into 
the entire market.”  
 
Human-driven crisis  
And so it comes full circle. To move large-
scale financing towards protecting and 
restoring natural resources, financial 
institutions need to be able to put a price on 
nature so they can begin to understand the risk 
and opportunity that nature-related 
investments hold. Or they need governments 
and central banks to offer them support and 
incentives to start lending to or investing in 
companies and projects that themselves 
support conservation. As yet, very few banks 
have stepped forward to lead the way. At the 
launch of the UN Principles for Responsible 
Banking (PRB) in New York during Climate 
Week in September, of the 15 or so bank chief 
executives that discussed their role as a 
signatory at BNP Paribas’ PRB event, only one 
mentioned the word ‘biodiversity’.  
 
That was Jean-Laurent Bonnafé, chief 
executive of BNPP. The French bank has 
announced it will be making several 
commitments in the field of biodiversity, and 
early this year dedicated €6 million to a climate 

and biodiversity initiative programme that 
supports eight scientific research projects until 
2022. There are others joining it, but for the 
most part the focus has been clean energy and 
carbon because it has been an easier nut to 
crack. It’s not enough. We’re just not going to 
be able to save our natural resources by taking 
small incremental steps. Just ‘doing a little 
better’ is not going to be enough. We have to 
crack natural capital valuations and build them 
into the entire market   - Fabian Huwyler, CPIC 
Kaiser says it is the inertia of the financial 
industry that concerns her most:  
 
“There’s an old adage: ‘No one gets fired for 
buying IBM stock’. It means no one wants to 
go against the tide, least of all in the financial 
industry. But we have been slow to recognize 
exactly how volatile the world is about to get.” 
Indeed, there are those in the financial industry 
who are trying to sound the alarm that we don’t 
have until 2030 – the timeline many are 
currently working to. Jeremy Grantham is co-
founder and chief investment strategist of 
Grantham, Mayo, & van Otterloo, a Boston-
based asset management firm with over $66 
billion in assets. He is also a conservationist 
and this August announced he is dedicating 
98%, about $1 billion, of his personal wealth 
to fight climate change. “My pitch is this,” he 
says. “We are in the race of our lives between 
technological progress and increasing 
environmental damage. Use your influence as 
a portfolio manager, as a boss, as a banker to 
push for behaviour change directed to saving 
our planet – that includes your clients. This 
isn’t something trivial – this is the future of our 
children and grandchildren, and yet people sit 
around chatting about their Christmas bonuses. 
Work with NGOs. Demand policy change. 
Work with others. Be useful.” Thomas 
Lovejoy, United Nations Foundation There is 
perhaps no one better than Thomas Lovejoy to 
sum up the urgency of what is required from 
bankers, investors, finance ministers and 
central bank governors. He is known as the 
‘godfather of biodiversity’ having coined the 
word in the 1980s. A conservation ecologist 
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who began working in the Brazilian Amazon 
in the 1960s, Lovejoy has served as director of 
conservation for WWF-US where he 
originated the idea of debt-for-nature swaps 
and went on to be the chief biodiversity adviser 
to the World Bank. Today Lovejoy is a senior 
fellow of the United Nations Foundation. He 
advises foundation leaders on biodiversity and 
environmental science, and is a professor at 
George Mason University. His message is 
simple: “The living planet and its diversity of 
life is fundamental to a sustainable and 
promising future for humanity. We are in the 
initial stages of a human-driven crisis, the likes 
of which has not been experienced in the 
history of life on Earth and which is neither 
necessary nor inevitable. We need to wake up 
to the peril and the promise – and lift our eyes 
above our immediate surroundings and self-
interests to scope out the path to sustainability 
for humans and all forms of life.” Over the 
following pages Euromoney explores the tools 
being explored and used by policymakers, 
financial institutions, philanthropists, 
multilateral organizations and NGOs to turn 
finance into a vehicle for conservation. 
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