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FOREWORD 

Nature degradation and biodiversity loss, together 
with climate change, are among the greatest threats 
to our planet, society and the economy. While there 
has rightly been much focus on climate change and 
the role pension providers can play in supporting 
companies to transition to net zero, far less 
attention has been paid to nature and biodiversity.

The most recent assessment report by the 
Intergovernmental Panel on Climate Change, 
followed by the United Nations (UN) Biodiversity 
Conference (COP15), held in December 2022, 
shone a spotlight on the risks that biodiversity loss 
presents to society and businesses, and therefore 
pension funds and their members. The emergence 
of a new Global Biodiversity Framework with 
clear goals and targets sets the scene for action.

As one of the UK’s largest pensions, savings and 
investment providers, we are clear on the need  
to engage with both the companies we invest in  

and our appointed investment managers on 
nature-related issues and biodiversity loss. 
Recognising the importance of nature themes like 
biodiversity and deforestation, we broadened our 
stewardship focus from ‘Climate’ to ‘Climate and 
the Environment’ in 2022, and have published a 
paper outlining our approach to deforestation.

This sets the foundation for us to explore nature-
related risk and its implications across our 
portfolios and to use our understanding to push 
conversations to tackle biodiversity loss across 
our industry and beyond. In order to make a 
difference on this existentially important subject, 
it’s vitally important that the pension industry 
works together to achieve success. I hope that this 
paper could serve as a catalyst to such action. 

Maria Nazarova-Doyle,  
Head of Responsible Investments  
and Stewardship 
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Scottish Widows is one of the UK’s largest 
pension providers, with significant investment 
in companies around the world. We manage our 
customers’ savings and investments to help secure 
their financial futures. As a responsible investor, 
we understand that degradation of nature and loss 
of biodiversity are systemic risks to our portfolios 
and our beneficiaries, but that addressing these 
risks also presents opportunities. We believe 
pension providers’ and schemes’ investments and 
their actions can have a positive impact on the 
environment, society and the economy. 

It is our natural safety net, a fundamental component of survival 
and an economic powerhouse. We know it as nature, and supporting 
the stability of it is biodiversity. As a critical characteristic of 
what is a complex and finely balanced global natural ecosystem, 
biodiversity supports all systems of life on Earth. An ecosystem 
higher in biodiversity is more stable and thus better able to 
sustain the provision of its services. 

Humankind has survived and thrived through innovation and 
production of essential items derived from nature. We obtain so 
much from nature, that more than half of global gross domestic 
product (GDP) is moderately or highly dependent upon it.1 It also 
provides us with cultural benefits, protects us from pathogens, 
and can support economic and social recovery efforts. 

Despite this, humans continue to drive an unprecedented and 
dangerous rate of biodiversity loss, which poses existential threats 
in the form of non-linear physical, transition and systemic risks.2

UN plans to decelerate and halt the decline of species and 
degradation of ecosystems, as set out in the Aichi Biodiversity 
Targets, have failed – none of the 20 targets were fully met by  
the 2020 deadline and biodiversity has continued to decline.3

1 World Economic Forum, Nature Risk Rising: Why the Crisis Engulfing Nature 
Matters for Business and the Economy, 19th January 2020.

2 Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services 
(IPBES). The global assessment report on biodiversity and ecosystem services, 2019.

3 Ibid.

EXECUTIVE SUMMARY

“We need to change course — now —  
and end our senseless and suicidal war 
against nature.” 

Antonio Guterres, UN Secretary-General� 
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 Links between climate change, 
degradation of nature and loss  
of biodiversity
Degradation of nature and loss of biodiversity are 
directly driven by, in descending order of impact: 

1 land and sea use change

2 exploitation of organisms

3 climate change

4 pollution

5 invasive species5

Climate change and loss of nature are inextricably interlinked 
and mutually reinforcing – climate change impacts environmental 
processes such as soil moisture and water cycles, while biodiversity 
loss exacerbates climate change. Interactions between climate and 
nature can amplify risks to business and financial portfolios – any 
focus on climate-related financial risks without due consideration 
of other environmental-related risks could lead to under-pricing of 
risk. It follows that both crises have to be addressed in tandem. 

Combined with climate change, the risks from loss of nature and 
biodiversity, and impact to the ecosystems upon which we rely, 
endanger global sustainable development and economic prosperity. 
This could include exacerbating climate change and the risk of 
natural disasters, falling crop yields leading to resource shortages 
and food security concerns, and much more frequent occurrence 
of zoonotic diseases, which can heighten the threat of pandemics 
as animals are forced into ever-closer proximity to humans.

4 United Nations, Climate Action Fast Facts, accessed January 2023.
5 IPBES, Global Assessment Report, 2019, op. cit.

37%
healthy ecosystems can 
provide 37 per cent of the 
mitigation needed to limit 
global temperature rise�4 
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 Nature and biodiversity in crisis

83% 420 MILLION 
HECTARES 75% 300%  

INCREASE 
69%  

AVERAGE 
AROUND  

ONE MILLION 

of wild mammals 
wiped out  

by humanity�6 

of forest have been 
converted to other land 

uses since 1990 – a 
land mass 200 times 

the size of Wales�7 

of terrestrial 
environment “severely 

altered” to date  
by human actions 
(marine 66%)�8

increase in food  
crop production  

since 1970�9

relative decline 
in studied animal 

populations  
since 1970�10

animal and plant 
species are  

threatened with 
extinction�11

As well as the risks that biodiversity loss presents, halting and 
reversing that loss offers potential opportunities at both a societal 
and economic level. Global institutions, including the financial 
services industry, are recognising these risks and opportunities 
and reflecting on how they interact with nature. Governments, too, 
must adopt the integrated policy frameworks necessary to halt the 
destruction of nature and loss of biodiversity, while businesses 
should increasingly focus on nature-related risk management, 
and society lead a way of life that is in harmony with nature and 
within planetary boundaries. 

Fighting this crisis and unlocking 
the necessary financing is no easy 
task. Pension funds and pension 
providers could play a critical role 
in supporting financial flows into 
nature-positive assets. 

In this paper, we dive into this topic in detail and explore key 
steps that can support policy makers, as they lead a global reset, 
and the pensions industry, as we all manage the associated 
financial risks and contribute to the transformation. 

6 World Economic Forum, ‘Nature risk rising’ op. cit.
7 The World Bank, ‘Securing our future through biodiversity’, 7th December 2022.
8 IPBES Global Assessment Report, 2019, op. cit.
9 Ibid.
10 World Wildlife Fund (WWF), Living Planet Report 2022.
11 IPBES Global Assessment Report, 2019, op. cit.



6

 
BREAKING DOWN NATURE

Biodiversity, ecosystems services and natural capital are 
critical components of what is known as the biosphere 
– the space occupied by all living organisms and sum 
of all ecosystems. These are terms that could be used 
interchangeably, complicating what is already a complex 
field. Building a better understanding of what these terms 
encompass, alongside greater standardisation in their use, 
could support more robust measurement, monitoring and 
reporting. This would make it easier to agree upon and 
construct the necessary indicators and could lead to better 
outcomes for nature and biodiversity.

Natural capital 

is the Earth’s stock of renewable and non-renewable natural 
resources. It is the entire living and non-living world around 
us, for example, plants, animals, air, water, soils and minerals. 
Directly or indirectly, natural capital assets combine over time, 
often with other forms of capital (human, produced and social)  
to yield a flow of ecosystem services into the global economy.

Biodiversity

is the variability among all that is living within natural capital, 
and is a characteristic of ecosystems. It resembles diversification 
in portfolios – it reduces uncertainty in yield. It is sometimes 
regarded as the number of species inhabiting the Earth, however, 
it has many more dimensions than this. Variability includes 
terrestrial (land-based), marine and other aquatic ecosystems, 
and the ecological complexes they are part of. It encapsulates 
millions of species, billions of individuals, and trillions of different 
functional characteristics from plants and animals to fungi and 
microscopic bacteria, and how all of these interact. By maintaining 
the health and stability of natural capital, biodiversity ensures 
resilience and secures it for the future. 

Ecosystem services 

can be categorised as provisioning, regulating, supporting and 
cultural. Many ecosystems provide services that have global as well 
as local benefits (e.g., the Amazon ecosystem). All of these services 
can be severely impacted by the loss of nature and biodiversity – 
loss impacts the health and stability of natural capital, which in 
turn can reduce the quantity, quality and resilience of ecosystem 
services. Similarly, degradation in the resilience of one ecosystem 
service can negatively impact others. In the fight against the 
effects of global warming, conservation, management and 
restoration of ecosystems can provide benefits to biodiversity 
and, in turn, climate change mitigation and adaptation. While 
some believe the intrinsic value of nature to be infinite, its annual 
contribution to the global economy, by way of ecosystem services, 
has been estimated at US$145 trillion per year12 – a figure over five 
times greater than estimated US GDP for 202213. At present, few 
substitutes for ecosystem services exist, in contrast to the case of 
low-carbon alternatives to fossil fuels, further underscoring their 
critical importance. 

12 Costanza, R. et al. (2014). Changes in the global value of ecosystems services.  
Global Environmental Change, 26: 152-158.

13 U.S. Bureau of Economic Analysis, U.S. Economy at a glance, January 2023.
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BIOSPHERE SOCIAL AND ECONOMIC SYSTEM

Benefit

(e�g� contribution to 
aspects of wellbeing)

Value

(e�g� willingness to pay 
for woodland protection 
or for more woodland, 

or harvestable products)

Service

(e�g� flood protection, or 
harvestable products)

Biophysical structure  
or process

(e�g� woodland habitat  
or net primary 
productivity)

Function

(e�g� slow passage of 
water or biomass)

Figure 1: Ecosystem services cascade. 

Source: Dasgupta Review 2021, as adapted from Potschin and Haines-Young (2016).
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Figure 2: Ecosystems services as categorised by purpose.

Source: World Wildlife Fund (WWF), 2016.
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THE NATURE EMERGENCY 

In just 50 years, humanity has pushed itself out of a period 
of stability that has endured since the dawn of civilisation 
around 10,000 years ago. Change and associated 
destabilisation could push Earth beyond the ability of its 
natural systems and place humankind in the midst of a 
nature emergency. 

Beyond this existential threat, degradation of nature and 
loss of biodiversity is a systemic risk for investors, pension 
fund providers, and the wider economy.

 A tipping point
Just as quantitative risk limits are applied in the management of 
our assets, scientists do likewise for the Earth’s natural systems. 
In 2009, a group of researchers led by Johan Rockstrom of the 
Stockholm Resilience Centre devised a planetary boundary 
concept.14 It presents a set of nine boundaries within which 
humanity can continue to develop and thrive – essentially,  
a part-quantification of our safe operating space (see figure 3). 
The boundaries represent nine processes which regulate the 
stability and resilience of the Earth. If humanity breaches these, 
the risk of large-scale abrupt or irreversible environmental change 
increases. When it comes to biodiversity, however, we don’t 
quite know what the limit is. While it is widely accepted that 
a nature-rich ecosystem is more resilient, scientists note that 
little is known quantitatively about how much and what kinds 
of biodiversity we can afford to lose before resilience is lost.15 
What we do know is that we are no longer in the ‘safe’ zone for 
biodiversity or biosphere integrity, and that boundary has been 
breached, as have others. Despite this understanding, many 
societies continue to push against planetary boundaries. Just how 
much longer we can continue on this course is unknown; we may 
very well be on the brink of multiple irreversible tipping points.

14 Rockstrom, J., Steffen, W., Noone, K et al. A safe operating space for humanity.  
Nature 461, 472-475 (2009).

15 European Environment Agency, What is the trend in oxygen-depleted ‘dead zones’  
in European seas, 2019.

Figure 3: Five boundaries assessed as transgressed  
as at January 2022.
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 Why degradation of nature and 
loss of biodiversity matters

US$44 TRILLION 
of economic value generation – more than half 
the world’s total GDP – is moderately or highly 

dependent on nature and its services�16

In 2021, the UK government published ‘The Economics of 
Biodiversity: the Dasgupta Review’, which made clear that  
nature is embedded in the economy and that future measures  
of economic progress must contain nature as an asset. The  
report revealed the damage nature loss causes to the economy 
and offered clear recommendations for change.

It highlighted three categories of nature-related financial risk:

Physical risk 

Loss and degradation of ecosystems can lead to disruption and 
even collapse of ecosystem services, such as pollination, disease 
control, climate regulation, flood and storm protection, and 
water regulation. This can lead to damage to fixed assets and 
infrastructure, or supply chains and operational disruption through 
resources becoming scarce or compromised. It categorises physical 
risks as either acute, short-term event-based risks (like flooding or 
wildfire, crop loss or disease), or chronic, long-term changes such 
as land no longer being suitable for cultivation.

Transition risk 

This emerges as part of the move to a more sustainable economy 
and can be caused by new regulatory policies, technological 
progress or changes in market sentiment and preferences. 

Litigation risk 

Litigation risks can be a consequence of past actions in the form 
of damages being sought for biodiversity loss as a result of a 
company’s activities.

Pension funds manage their investment risk in order that 
retirement outcomes of their members are safeguarded. 
Degradation of nature and loss of biodiversity are risks that 
should sit higher up their agenda than they currently do.

Nature loss threatens severe economic and financial impacts 
because environmental degradation follows a non-linear pattern 
– it can compound, causing catastrophic ecological losses. Global 
businesses, governments and civil society are increasingly aware 
of the perceived risk that degradation of nature and loss of 
biodiversity represent. Responses to the World Economic Forum’s 
Global Risk Perceptions Survey (GRPS), 2020, elevated a single 
category, the environment, to the top five global risks for the first 
time.17 In the most recent survey, 2023, over a 10-year time horizon, 
risks associated with climate change and biodiversity loss are the top 
four risk impacts listed, see figure 4.

16 World Economic Forum, Nature Risk Rising, 19th Jan 2020.
17 World Economic Forum, Global Risk Perception Survey, 2020.
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World Economic Forum  
Global Risks Report 2023

TOP 10 RISKS

“Please estimate the likely impact 
(severity) of the following risks over  
a 2-year and 10-year period”

Figure 4: Top 10 risks over 2- and 10-year periods.

2 YEARS 10 YEARS

1 Cost of living crisis Failure to mitigate climate change

2 Natural disasters and extreme weather events Failure of climate-change adaption

3 Geoeconomic confrontation Natural disasters and extreme weather events

4 Failure to mitigate climate change Biodiversity loss and ecosystem collapse

5 Erosion of social cohesion and societal polarization Large-scale involuntary migration

6 Large-scale environmental damage incidents Natural resource crises

7 Failure of climate-change adaption Erosion of social cohesion and societal polarization

8 Widespread cybercrime and cyber insecurity Widespread cybercrime and cyber insecurity

9 Natural resource crises Geoeconomic confrontation

10 Large-scale involuntary migration Large-scale environmental damage incidents

Risk categories:   Economic   Environmental   Geopolitical   Societal   Technological

Source: World Economic Forum, Global Risks Perception Survey 2022-2023.
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However, while these industries are likely to feel the impact 
directly, other businesses may face hidden impacts within their 
supply chains. Sectors ranging from consumer goods to travel and 
tourism, and chemicals to transport, are estimated to have more 
than half of the gross value added of their supply chains highly or 
moderately dependent on nature.18

18 World Economic Forum, ‘Nature risks rising’, op. cit.

According to the World Economic Forum’s  
report, ‘Nature risk rising’, the sectors  
most dependent on nature and, therefore,  
most exposed to nature loss, are:

AGRICULTURE CONSTRUCTION FOOD BEVERAGES
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Impairments of supervisory capital  
adequacy and solvency

Monetary policy, 
microprudential supervision, macroprudential 

supervision, Scaling up green finance

Impairments of supervisory 
capital adequacy and  

solvency

Lower corporate profitability 
due to lower revenues  

and higher costs

Potential biodiversity-related 
investment opportunities

Potential impairment of 
insurability, nature-based 

insurance solutions

Where a business is dependent upon 
biodiversity and ecosystem services, 
degradation of either poses systemic 
risks through physical and transition 
risk channels. These risks may result in 
significant implications for investors – all 
carry the potential to affect investment 
value in the short, medium, and long term.  
We can see the implications for the 
economy and financial institutions in  
figure 5.

Figure 5: Biodiversity, the economy and the financial system. Risk transmission channels.
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Source: NGFS-INSPIRE, NGFS, Central banking and supervision in the biosphere, An agenda for action on biodiversity loss, financial risk and system stability, 2022.
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These risks all present the potential to damage business 
profitability and value. Direct financial loss could emerge from 
operational restrictions, inability to source materials, or the 
increased risk of natural disaster threatening business resilience, 
such as deforestation in the Amazon directly affecting extreme 
weather patterns in the US.

There can also be indirect negative effects on the value of 
businesses through changing customer perceptions and  
behaviour that sees them favouring businesses with policies 
and strategies that protect and conserve nature, and therefore 
mitigating reputational damage, as well as growing regulatory  
and legal pressure. 

19 World Economic Forum, ‘Nature risks rising’, op. cit.

The World Economic Forum has identified three ways in which nature loss can create business, and thus investment, risk:

1 Dependency of  
business on nature� 2 Fallout of business 

impacts on nature� 3 Impacts of nature  
loss on society�19
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 Deforestation – a key driver of biodiversity loss
Deforestation, or the deliberate clearing of forested land to convert it to a non-forested purpose, is one 
of the most substantial risks to nature and biodiversity. It is driven by human activity, through illegal  
or unregulated timber extraction, or converting land to farm commodities such as soybeans, beef, cocoa 
or palm oil. These are widely used in the production of food, cosmetics, textiles and industrial goods.

Nor is the risk limited to those companies directly involved in these activities. Indeed, the range 
of products that contain raw materials potentially resulting from deforestation means that many 
companies may be unaware of deforestation risk within their supply chains. 

But pressure on understanding and reporting these risks means that businesses and investors must 
consider them carefully. Risks range from financial loss to natural disasters, adding to climate change 
and causing human rights infringements for indigenous people, increased biodiversity loss and a rise  
in zoonotic diseases, and many more. 

That’s why it’s good to see developing regulations in this space such as the forthcoming European 
Union (EU) regulation on deforestation-free supply chains, which will require companies to ensure  
that products sold in the EU are deforestation-free. The regulation is retrospective, so no product  
could enter the EU market if made or based on land that was deforested after December 31st 2019. 

Pension funds should use their shareholder power to minimise the negative impact of the global 
economy on global nature and biodiversity, particularly in tropical areas, where the problem remains 
the greatest, which in turn helps reduce systemic risk to their investments.

For more information, see Our Approach To Deforestation.

In that time, humans have destroyed or degraded two-thirds of the world’s original 
tropical rainforests�20

20 sbs.com.au According to analysis by the non-profit Rainforest Foundation Norway, as published March 2021 on Twitter.

The Earth has supported life for 3.6 billion years. Scaling to 36 years, 

humans have been here one day 
agriculture as we know it has been around just one hour  

the Industrial Revolution began one minute ago

Year 1 Year 36

https://adviser.scottishwidows.co.uk/assets/literature/docs/60905.pdf
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It is clear from the scale of the risks that businesses and investors 
face from degradation of nature and loss of biodiversity, that 
action must be taken. We believe, therefore, it is likely that we 
will increasingly see a response to nature loss from society, 
businesses, investors and policymakers that’s similar to the way 
they have responded to climate change. 

But it’s not just about managing and mitigating risk. Halting 
and reversing biodiversity loss also presents opportunities for 
businesses and investors. These include the chance to lead the 
transition to nature-positive, creating first-mover advantage, 
potentially investing on more favourable terms, gaining market 
share and reputational benefits, and emerging strongly on the 
various metrics being developed to help investors measure the 
impact of their portfolios on biodiversity.

 COP15 – a new chapter for nature?
The 15th meeting of the Conference of the Parties to the  
UN Convention on Biological Diversity, or COP15, held  
in Montreal in December 2022, potentially marked 
a turning point in attitudes to biodiversity loss. The 
outcome of the two-week summit was an agreement on 
the creation of the Kunming-Montreal Global Biodiversity 
Framework (GBF) with a mission to halt and reverse 
biodiversity loss by 2030. 

The GBF consists of four global goals to protect nature:

1. stopping human-induced extinction of threatened 
species and reducing extinction rates tenfold  
by 2050

2. sustainable use and management of biodiversity  
to ensure that nature’s contributions to people  
are valued, maintained and enhanced

3. fair sharing of the benefits from the use of genetic 
resources, and digital sequence information on 
genetic resources

4. the accessibility of adequate means to implement  
the GBF to all, particularly Least Developed Countries 
and Small Island Developing States.

“Economists understand the wisdom of 
spreading their investments across a wide 
range of activities. It enables them to 
withstand disasters that may strike any 
one particular asset. The same is true in 
the natural world.” 

Sir David Attenborough, Foreword to The Economics  
of Biodiversity: The Dasgupta Review, 2021� 
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The agreement further includes 23 targets to be achieved  
by 2030, including:

• Effective conservation and management of at least 30% of 
the world’s lands, inland waters, coastal areas and oceans, 
with emphasis on areas of particular importance for 
biodiversity and ecosystem functioning and services.

• Have restoration completed or underway on at least 30% 
of degraded terrestrial, inland waters, and coastal and 
marine ecosystems.

• Progressively phase out by 2030 subsidies that harm 
biodiversity by at least US$500 billion per year, 
while scaling up positive incentives for biodiversity’s 
conservation and sustainable use.

• Mobilise by 2030 at least US$200 billion per year in 
domestic and international biodiversity-related funding 
from all sources – public and private.

• Raise international financial flows from developed to 
developing countries, in particular Least Developed 
Countries, Small Island Developing States, and countries 
with economies in transition, to at least US$20 billion per 
year by 2025, and to at least US$30 billion per year by 2030.

• Require large and transnational companies and financial 
institutions to monitor, assess, and transparently  
disclose their risks, dependencies and impacts on 
biodiversity through their operations, supply and value 
chains and portfolios.21

The challenge is significant. According to one market report 
into financing nature, financial flows into global biodiversity 
conservation in 2019 were between US$124 billion and US$143 
billion. The report found that to reverse biodiversity decline by 
2030, annual spend needs to increase to between US$722 billion 
and US$967 billion over the next 10 years.22

We have already seen many investment managers developing 
policies around biodiversity or reviewing their responsible 
investment approaches to include it. Our own research shows that 
our customers are concerned about protecting biodiversity, and 
in its concern for equitable treatment of resources and support for 
smaller, less developed economies, the GBF echoes many of the 
sentiments we explored in our report on the Just Transition. While 
the legacy of COP15 may be similar to that of the 2015 UN Climate 
Change Conference (COP21) in Paris, in creating an impetus for 
change and parameters and boundaries for us to work within, the 
support for indigenous communities expressed in the GBF could 
well be a lesson for future climate change summits.

There are, however, concerns that the GBF perhaps doesn’t go far 
enough. The Sixth Assessment Report from the Intergovernmental 
Panel on Climate Change in February 2022, for example, called  
for between 30% and 50% of the Earth’s land, freshwater and ocean 
areas to be protected, whereas the targets set at COP15 are for the 
lower threshold of 30%. In a way, we can draw a parallel to the 2°C 
target set out at the Paris conference, versus the 1.5°C compromise. 

However, it is a start, and the hope is that its creation will pave the 
way for national governments, businesses and other institutions 

to develop their own commitments to halt and reverse the loss 
of biodiversity. We’re already seeing the UK government set out 
plans to meet these targets, for example.

Announced in December 2022, just after COP15, the targets 
explicitly state that they should help the UK meet the international 
targets set out in the GBF. They require the UK government to  
take actions including:

• Halting the decline in species populations by 2030, and  
then increase populations by at least 10% to exceed current 
levels by 2042.

• Restoring precious water bodies to their natural state 
by cracking down on harmful pollution from sewers and 
abandoned mines and improving water usage in households.

• Delivering on its net zero ambitions and boost nature  
recovery by increasing tree and woodland cover to 16.5%  
of total land area in England by 2050.

• Restoring 70% of designated features in its Marine Protected 
Areas to a favourable condition by 2042, with the rest in a 
recovering condition.23

In order to successfully set and deliver against targets, whether 
at governmental, institutional or company level, robust and 
acceptable measurement will be required. 

21 Convention on Biological Diversity, COP15: nations adopt four goals, 23 targets for 
2030 in landmark UN biodiversity agreement, 19th December 2022.

22 Paulson Institute, Financing Nature: Closing the Global Biodiversity Financing Gap, 
17th September 2020.

23 Gov.UK, ‘New legally binding environment targets set out’, 16th December 2022.

https://adviser.scottishwidows.co.uk/assets/literature/docs/60831.pdf
https://adviser.scottishwidows.co.uk/assets/literature/docs/60644.pdf
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MEASURING NATURE-RELATED RISK 

Standardisation in the methodologies to assess the risks and opportunities linked to climate change has followed the 
development and eventual mandating of climate disclosures, in line with the Taskforce for Climate-related Financial Disclosures 
(TCFD) framework. As an industry, this experience stands us in good stead for developing similar tools for nature-related risks. 

While biodiversity is a vast category with variable characteristics, 
and therefore more complex to measure, there is no doubt that 
nature-related risk management will be expected from businesses 
and pension funds in the same way as climate-related risk 
management is. Reporting is likely to become mandatory, although 
compared to carbon, the complexity of nature may make it harder 
to coalesce on a single measure. 

A complex landscape
TCFD demonstrated that with clarity and standardisation, sufficient 
understanding and large-scale uptake is possible. Regulation also 
plays a role. A nature-focused framework, which seeks to achieve 
the same outcome – the Taskforce for Nature-related Financial 
Disclosures (TNFD) – is currently being developed. Through 
consolidation and standardisation of the vast array of nature-based 
metrics and measurement approaches, TNFD – modelled closely on 
the TCFD framework – will support better strategic development, 
risk management and decision-making. It is therefore critical to 
allow more accurate assessment of complex exposures to nature-

related risks and identify the opportunities that will underpin 
resilience and returns in the long term. 

Ahead of final release in September 2023, the nature-focused 
taskforce has been progressively introducing beta versions of  
the framework for pilot testing. The outcome from COP15 means 
that nature-related developments are likely to evolve at pace.  
The TNFD framework is set to become one of the key tools 
for not only managing the downside risk, but also identifying 
the opportunities to position portfolios resiliently against 
environmental pressures. It follows that active engagement in 
pilot testing from across the industry will give the initiative the 
push and support it needs, while also providing the means to be 
kept informed and begin to understand how the future framework 
can be integrated into existing TCFD reporting infrastructure. 

Ahead of that, we review relevant approaches and outline some 
key metrics currently available, understanding of which could 
support our industry’s active engagement and consideration of 
how reporting frameworks will evolve. 
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Figure 6: Summary of measurement approaches available for use.

Biodiversity 
measurement 
approach Type Summary Sector applicability Accessibility Required expertise

Indicative 
Costs Efforts

Metrics relied 
upon*

Biodiversity 
Footprint Financial 
Institutions

Biodiversity 
Footprinting

Species richness used as indicator for 
biodiversity and damage to diversity described 
as fraction of species lost.

Financial institutions Open Source 
with Support

Training is possible High/medium High/medium Potentially 
disappeared 

fraction (PDF)

Corporate 
Biodiversity 
Footprint

Biodiversity 
Footprinting

Pressures on biodiversity included are:  
Change of land use, climate change, air pollution 
and water pollution. Using pressure-impact 
relationships and damage functions, pressures 
are converted into overall impact of issuer. 

Agriculture, mining,  
financial institutions,  

other

Commercial Training is possible Low Low Mean species 
abundance (MSA)

Global Biodiversity 
Score for Financial 
Institutions 

Biodiversity 
Footprinting

Provides an overall and synthetic vision of the 
biodiversity footprint of economic activities. 
Suitable for calculating the footprint of a 
financial portfolio. For listed assets, integrated 
solution available (BIA).

Financial institutions Commercial Training is possible Low Low Mean species 
abundance (MSA)

Global Impact 
Database

Biodiversity 
Footprinting

Quantitatively describes environmental, social 
and economic impact estimates for countries 
and sectors for the purpose of impact reporting 
and impact management. Includes positive and 
negative metrics for impact themes. Covers 
companies’ own operations, upstream and 
downstream value chain without double counting.

Agriculture, mining,  
financial institutions,  

other

Commercial External expertise 
most probably 

required

Medium/Low Up to high Mean species 
abundance (MSA)

Potentially 
disappeared 

fraction (PDF)
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Biodiversity 
measurement 
approach Type Summary Sector applicability Accessibility Required expertise

Indicative 
Costs Efforts

Metrics relied 
upon*

Exploring 
Natural Capital 
Opportunities,  
Risks and Exposure

Database Enables users to visualise how the economy 
potentially depends on and impacts nature, and 
how environmental change creates risks. Also 
enables users (following the recent addition of  
a further module) to explore potential alignment 
of financial activities in selected sectors with  
a ‘nature-positive’ future. 

Agriculture, mining,  
financial institutions,  

other

Open Source 
with Support

Training is possible Low Low Species Threat 
Abatement and 

Restoration (STAR)

Mean species 
abundance (MSA)

Integrated 
Biodiversity 
Assessment Tool

Geolocated 
data

Biodiversity data provider. Also provides access 
to biodiversity reports. 

Agriculture, mining,  
financial institutions,  

other

Commercial Most probably 
available within 

company.  
Training is possible

Up to high Medium/low Species Threat 
Abatement and 

Restoration (STAR)

Source: adapted from Business @ Biodiversity Assessment of Biodiversity Measurement Approaches for Business and Financial Institutions – Update 4 and Finance for Biodiversity Pledge Annex on Assessing Impact to Pledge Guidance.
*See further information below.

The following metric definitions are emerging as key measures and are likely to be used widely. It is worth pension funds starting to learn more about them.

Environmental Profit and Loss (EP&L) provides an in-depth analysis of the resulting impacts a 
company’s activities have on the environment, supporting analysis of environmental, social and 
governance (ESG) factors in investment decision-making.

Mean Species Abundance (MSA) is an ‘extent condition metric’ and expresses the percentage  
of biodiversity lost under current usage compared with a natural ecosystem, in terms of species  
number and species abundance.

Potentially Disappeared Fraction (PDF) is an ‘extent condition metric’ and captures the fraction  
of species that has a high probability of no occurrence in a region due to unfavourable conditions 
caused by various environmental problems.

Species Threat Abatement and Restoration (STAR) is a ‘species metric’ and measures the opportunity 
to reduce species extinction risk, helping target investments to achieve conservation outcomes. 
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THE NEED TO ACT NOW TO SAVE NATURE 

Dr Tony Juniper CBE is a prominent 
environmentalist active in the defence of  
nature for more than 35 years. Now the Chair  
of the British government’s official conservation 
agency, Natural England, and a Fellow with 
the University of Cambridge Institute for 
Sustainability Leadership, he shares his thoughts 
on the crisis facing biodiversity and how the 
pensions and investment industry can act.

 Q You’re well known for your drive to turn ambition into 
action: what are the potential consequences to the 
environment and the economy from delays in addressing 
the degradation of nature and loss of biodiversity? 

 A For the last 20 years, possibly longer, the environmental 
debate has been dominated by climate change. Not so 
high profile, is the parallel crisis linked to the degradation 
of the natural world. Sometimes referred to as a crisis of 
biodiversity, I prefer to call it the “web of life”. Our economy, 
and our social systems, are fundamentally dependent on  
these nature services. 

“As we seek to grow the economy, what 
we’re doing instead is degrading the most 
valuable part of it.”

 Our entire food system and our water security are fundamentally 
predicated on healthy natural systems, as indeed is our 
health and wellbeing. Nature degradation impedes our ability 
to deal with the challenges of climate change like reducing 
concentrations of heat-trapping gases in the atmosphere, or 
dealing with flooding and heat waves. The more we degrade 
the natural world, the worse the climate change challenge 
gets. When you add this up and turn it into an economic 
narrative, you reach some pretty startling conclusions.

 As we seek to grow the economy, what we’re doing instead  
is degrading the most valuable part of it. We need a different 
approach, and we need to understand that to have a healthy 
economy in the future, we have to halt and reverse the 
destruction of the natural world. Coming up with alternative 
ways of looking at the economic contribution of nature is 
critical. Everyone has a role to play in this; the question we 
should be answering is not why do it, but how best to do it?
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 Q How should the investment industry approach this and 
could nature-related offsetting play a role in helping to  
put a value on ecosystems services? 

 A We’re going to need a range of approaches to tackle this. 
One thing we can do is to regulate against activities that are 
causing the web of life to unravel. Phasing out the worst kinds 
of pollution, protecting the most important places, tackling 
climate change by setting standards. 

 One major thing that could really unlock private investments 
into nature recovery is the creation of clear regulated standards 
for nature-related offsets, establishing what good looks like, 
what minimum performance should be expected. If such 
standards were owned by the government and accredited by 
a relevant agency this would act as an important accelerator, 
giving investors confidence in these nature-based solutions. 

 In the past we have seen some carbon offsetting initiatives 
actually harming nature, for example via planting non-native 
trees and reducing biodiversity of an ecosystems through 
monoculture planting. We were pursuing carbon offsets at 
any cost, without consideration of ecosystem damage. What 
we must do instead is find ways of combining the pursuit of 
carbon benefits with other nature-related benefits that can be 
layered on top. Improving water quality, reducing flood risk, 
creating environments that are open to the public to enjoy 
for health and wellbeing reasons and, of course, restoring 
depleted biological diversity – all of this is possible.

 Encouragingly we already see investments in nature recovery 
where it makes business sense, but we need to see more 
alignment between nature recovery and business cases similar 
to what we’ve seen in relation to carbon credits. In November, 
a new tool for biodiversity net gain will be launched in the 
UK. It’s a market-based mechanism whereby developers of 
new infrastructure or housing projects will need to show that 
they’ve improved the overall state of biodiversity by 10%. This 
will generate demand for biodiversity credits, which will then 
create a financial incentive. 

 Another economic tool is the idea of shifting subsidies away 
from activities which are causing deforestation, pollution of 
water, declining species abundance, and instead supporting 
nature positive outcomes.

 Q What are your main takeaways from COP15 and what do 
you expect countries to do differently in order to help 
achieve global “30 by 30” targets? 

 A The key thing that we have to do differently this time is to 
understand that this depletion of the web of life is something 
that goes far beyond being an environmental issue. It’s an 
economic and a social issue too. To grapple with this in time, 
we’re going to have to really mainstream this into areas where 
previously the action wasn’t joined up. We need to align 
sectors like finance, agriculture and infrastructure with nature 
recovery to go beyond thinking that this is an environmental 
question that can be solved through environmental policy 
alone. If we continue to trade off economic growth against 
the health of nature, I’m afraid we’re just going to be making 
speeches without making any impact. 

“Everyone has a role to play in this; the 
question we should be answering is not 
why do it, but how best to do it?” 

“One major thing that could really unlock 
private investments into nature recovery is 
the creation of clear regulated standards 
for nature-related offsets, establishing 
what good looks like.”
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 Q You recently noted the need for an ambitious, integrated 
environmental plan for the UK� What major barriers 
do you see and what’s missing from the UK’s revised 
Environmental Improvement Plan?

 A The new Environmental Improvement Plan is, to my knowledge, 
unique. No other country has got that level of commitment 
linked to legally binding targets. If the UK, one of the world’s 
most nature-depleted countries, succeeds in delivering it and 
mainstreaming it across the economy, it will be important.  
If we can recover the health of the natural world in a densely 
populated country like the United Kingdom, where we have 
multiple demands on the land and water arising from the need 
to underpin food security from our own sources, demand for 
energy, water security, housing, new infrastructure, as well as 
catching carbon from the air, it would be significant. If we can 
align all of those things, that would be an example of leadership 
that nature so desperately needs. 

 It would potentially place the City of London in a position to 
really show the world what’s possible when we get serious 
about aligning finance with ecology. If we can start to crack 
some of that here, this will quickly be copied.  

 Q How advanced is the public’s understanding of nature  
and biodiversity? Do you think attitudes to these topics  
are changing?

 A There are big challenges with the public discourse, partly 
down to the words that are used. For example, “biodiversity” 
is problematic. In a BBC survey a few years ago, they asked 
people what they thought biodiversity was, and the single 
most popular answer was “a kind of washing powder”, which 
rather sums it up. 

 It’s also the extent to which people can see what nature depletion 
might mean for them. Climate change causing flooding, heat 
waves, sea level rises, massive storms, and the drama that 
you see on television has a very human dimension to it and 
it’s obvious. Contrast that with the decline of bee populations, 
and people don’t necessarily see the connection between the 
pollinating activities of wild insects and where they’re getting 
their fruit and vegetables from, especially in a world where we 
are now so divorced from how the cycles of nature work. 

 As David Attenborough has pointed out, connected to that level 
of understanding is the level of public support for the actions 
that are needed. If people don’t understand how things work 
and how this web of life is sustaining their wellbeing and their 
family, it’s going to be hard for them to support things that 
seem inconvenient or difficult or expensive.

 The world’s politicians haven’t moved to looking at nature by 
accident, they’ve moved to it because they have seen a shift in 
public opinion, which is great. 

 Q What would your message to the pensions industry be? 

 A Many companies and organisations in the private sector take 
a very short term view. But if there is one sector that is by 
definition taking the long view in terms of the welfare of the 
beneficiaries, it’s the pensions industry. Being able to think 
30/40/50 years hence as to what the world could be like, the 
pensions industry is in a unique position to have a positive 
impact both on the world and the pensioners’ futures.

 You wouldn’t sell somebody a toxic chemical in their soft 
drink just because they didn’t know it was there. You would 
take responsibility and you’d remove it. And so removing 
the threat of ecological catastrophe from the products the 
pensions industry is offering seems like a very sensible thing 
for any pension fund and provider to want to do on behalf of 
their members and customers.

“The pensions industry is in a unique 
position to have a positive impact both on 
the world and the pensioners’ futures.”
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“To put the urgency into perspective, it was calculated that the long-run 
economic damages of GHG emissions, based on 2008 figures, would 
be around USD 1.7 trillion per year. Those from biodiversity loss are 
estimated to range between USD 2-4.5 trillion per year.” 

DNB, Biodiversity Opportunities and Risks for the Financial Sector, June 2020� 

 
THE WAY AHEAD – CONCLUSION AND RECOMMENDATIONS

COP15 presented us with a GBF that governments and 
supra-national organisations can use to develop their own 
targets and the strategies needed to achieve them. The 
targets outlined in the GBF contained specific call-outs 
to large companies and financial institutions to ‘monitor, 
assess, and disclose their risks, dependencies, and impact 
on biodiversity through their operations, supply and value 
chains, and portfolios’. We can also expect to see new 
regulation emerging on the back of TNFD’s work. This is 
likely to increase pressure on businesses and pension 
providers to integrate nature-related risk management  
and opportunities into their operations, supply chains  
and portfolios.

We offer some recommendations for government and the 
pension industry to turn ambition into action.
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GOVERNMENT CALL TO ACTION

For the UK to avoid ecological meltdown and become nature-positive, transformative policy action 
that works for all is required. There is much ambition, and the development of policies in this area is 
welcome, though we remind government that this is crisis-time – nature in the UK is in rapid decline 
and to help address this, the pensions industry needs clear, decisive policy and indicators to enable 
effective allocation towards nature-positive investment. Policies must represent the requisite level 
of change, and action to deliver their targets is of paramount urgency. We repeat words from the 
Environmental Audit Committee: action needs to be stepped up in ‘scale, ambition, pace and detail’. 

1 Demonstrate leadership in protecting nature

2 Establish incentivising policy

3 Incentivise capital flows into nature protection and restoration  
via regulation of the voluntary carbon market

4 Integrate nature-related risks and targets into all policy and  
regulatory matters

5 Deliver and implement clear governance and accountability

6 Optimise coordination, planning and engagement

1 Demonstrate leadership in protecting nature

The revised Environmental Improvement Plan and introduction of cross-government 
environmental principles demonstrate continued ambition and positive strategy. 
However, economic, geopolitical and societal challenges continue, and government should 
remain true to its pledges for leadership and commitments by ensuring biodiversity is 
provided with the necessary level of focus and funding. Growth should be delivered for 
the benefit of the environment, not at its expense. Using up-to-date information from 
national ecosystem assessments, government should establish policies in support of the 
GBF, ensuring recommendations from the Dasgupta Review, the Environmental Audit 
Committee and the Office for Environmental Protection (OEP) are rigorously considered. 
We encourage government to leverage the opportunity to make the UK the first country 
to mandate economy-wide TNFD reporting when the final framework is agreed upon.

2 Establish incentivising policy

To kick-start mobilisation and alignment of financial flows for nature, government must 
ensure that incentivising policy frameworks with clearly defined targets are developed 
and translated into investor relevant scenarios. Allowing for investment decisions 
being taken that are consistent with the policy, will enable our industry to realise its full 
potential and provide the requisite level of support. We encourage government to heed 
calls to be clear on future ambition and the likely level of incentivisation. 
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3 Incentivise capital flows into nature protection and restoration  
via regulation of the voluntary carbon market

There is a great opportunity for the UK government to incentivise corporates to buy 
carbon offsets in areas where traditional investments might not give them their 
desired returns. The financing gap for nature preservation is billions of pounds but 
this can be reduced via voluntary corporate actions with money flowing into areas 
like peatland and soil restoration, forest and ocean conservation. Demand for good 
quality carbon offsets will only continue to grow and if these offsets are structured 
with nature-related co-benefits, then this becomes a win-win, helping to secure both 
decarbonisation and nature preservation. With companies potentially needing to put 
billions of pounds into offsets to meet their net zero commitments, the biggest barrier 
to date is the opacity of the voluntary carbon market. This breeds mistrust, particularly 
as a number of bad actors have been exposed in the past. What could really shift 
the dial here is the establishment of a UK regulator for carbon offsets. This could set 
quality standards that corporations looking to do the right thing could trust, enabling 
them to allocate money with confidence in these offsets having additionality and really 
delivering on those climate and nature goals. 
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4 Integrate nature-related risks and targets into all policy and  
regulatory matters

The interplay between climate and nature means that net zero and nature-positive goals 
cannot be pursued in a sequential or segregated manner. The Financial Services and 
Markets Bill introduces a new regulatory principle for the Financial Conduct Authority 
and the Prudential Regulation Authority, requiring them to have regard to the need to 
contribute towards achieving compliance with the UK’s commitment to net zero. Net 
zero cannot be achieved without consideration of nature. The Network for Greening the 
Financial System has asserted that biodiversity loss must be addressed in order to green 
a financial system and ensure financial stability. Furthermore, biodiversity and nature 
are critical parts of government economic policy, on which primary regulators should 
be in coordination with government, so that they may factor targets and requirements 
into their operations. Given the journey that the net zero legal targets have been on, and 
given the importance of nature, it is not unreasonable to expect to see a similar direction 
of travel in future with respect to nature, eventually seeing nature considerations 
turning into legal targets to support the goals of the Global Biodiversity Framework and 
embedded across all relevant regulatory functions. For government to lead by example, 
we ask that it commits to integrated ‘net zero’ and ‘nature-positive’ impact tests to 
ensure that all policy decisions are aligned with long-term climate and nature goals.

Figure 7: The rationale for integrated approaches to climate and nature.

Source: CISL, Integrating climate and nature, The rationale for financial institutions, 2022.
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5 Deliver and implement clear governance and accountability

No single entity is capable of averting the crises we face – cross-governmental and multi-
stakeholder governance should be front-and-centre to help manage such complexity. 
The Environment Act 2021 established the Office for Environmental Protection (OEP) 
for ongoing, independent assessment of the government’s progress in improving the 
environment, as delivered by the Environmental Improvement Plan (EIP). What isn’t 
yet clearly defined is how and by whom delivery and implementation of the EIP will be 
assured and governed – this is identified in recently published findings from the OEP.24 
Government should heed calls to remove this barrier to delivery, not least because the 
EIP is not yet delivering the improvements expected of it and the UK finds itself rated  
as one of the world’s most nature-depleted countries.25

6 Optimise coordination, planning and engagement

Acceleration of the environmental agenda has resulted in a multitude of global 
and domestic agreements, strategies and policies. Government should ensure that 
development of these is put to full stakeholder consultation, ensuring all concerned 
parties are engaged. As we previously noted in our Just Transition paper, no one must be 
left behind. Optimal planning and coordination from governmental departments will be 
required. Where cross-departmental coordination and planning is required, government 
should seek to harmonise environmental strategies, policies and processes, and simplify 
decision-making. This will help remove confusion over accountability, support execution 
of strategies and engagement, and achieve real-world transformative action. 

24 Chenet, H. Ryan-Collins, J. van Lerven, F. Finance, climate-change and radical uncertainty: Towards a precautionary approach  
to financial policy, Ecological Economics, Volume 183, 2021.

25 World Wildlife Fund (WWF), Is this the future of UK nature? www�wwf�org�uk/future-of-uk-nature

https://www.wwf.org.uk/future-of-uk-nature
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PENSIONS INDUSTRY CALL TO ACTION

Pension trustees’ fiduciary duty requires the management of all material financial risks, including 
nature- and climate-related risks. In this paper, we have discussed the risks associated with 
biodiversity loss: physical, transition and litigation risks, all of which may result in significant 
implications for investors through the potential to affect investment value in the short, medium and 
long term. We recognise that parts of our industry are still grappling with aligning fiduciary duty 
and certain material ESG issues, and how that is managed appropriately between the short and long 
term. However, we believe that when it comes to biodiversity loss, it is clear that investors should ensure 
consideration of this systemic risk. We provide recommendations for how to approach biodiversity in 
pension investment, stewardship and advocacy strategies.

1 Increase awareness, build capacity – be ‘nature smart’

2 Assess portfolio exposure

3 Support corporate engagement and transformative action

4 Carry out policy and regulatory advocacy 

1 Increase awareness, build capacity – be ‘nature smart’

Effective management of nature-related financial risks commands a smart approach.  
As we showed earlier, there is currently a lack of standardisation for measurement 
of biodiversity loss, though in-progress and recently launched initiatives are seeking 
to address that. The TNFD framework will deliver a comprehensive and consistent 
approach to nature-related financial disclosures, bringing with it a suite of ‘core’ and 
‘additional’ metrics for use in measurement. We now have a window of opportunity to 
explore data sources (see recommendation 2), measurement tools and their relevance 
to portfolio assessment – before TNFD is mandated by the regulator. Pension industry 
participants should use this time to become educated and informed. 

• In addition to what was provided in this paper on approaches and metrics, we 
recommend openly available sources such as the Assessment of Biodiversity 
Measurement Approaches as published by the EU Business @ Biodiversity Platform. 

• The pensions industry should engage as much as possible in TNFD pilot testing,  
to be kept informed and begin to understand how the future framework can be 
integrated into existing TCFD reporting infrastructure.
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2 Assess portfolio exposure

We note that many pension funds will be supported by investment consultants and it 
is vital that trustees engage with them on portfolio exposure to measurable nature-
related risks such as deforestation. Only with this education on ‘hot spots’ can trustees 
develop a better understanding of the potential impact of biodiversity and nature loss 
on risk-return profiles, learn where the risks lie, and then develop a strategy to manage 
and mitigate any negative exposure. A number of publicly available tools and resources, 
including Forest 500 (Global Canopy), SPOTT (Zoological Society of London), and 
ENCORE (Natural Capital Finance Alliance), are available to help educate and assess 
portfolios or specific holdings. It is now becoming possible to understand how a pension 
fund may be contributing to a given regional impact or involvement within a high-risk 
sector more generally. Commercial Data vendors are taking this further and combining 
not-for-profit research with geospatial data and other aspects of company revenue and 
operations to determine involvement in biodiversity loss.

3 Support corporate engagement and transformative action

It is part of investors’ duty to understand the biodiversity impact both on and of their 
portfolios and to seek nature-positive action from investee companies. As an essential 
lever for the identification and management of nature-related impact, and as a catalyst 
for incremental and just transformation across the economy, engagement strategies are 
increasingly being updated to incorporate nature and biodiversity. However, expectations 
on what constitutes good practice can differ. Clearly defined metrics are currently absent, 
as are clear sectoral and thematic pathways to success. Faced with underlying uncertainty 
and an array of different interpretations and expectations, investee companies can be 
left confused as a result of engagement with their shareholders, ultimately preventing 
progress. To overcome these challenges, pension schemes can consider the following:

• As understanding of biodiversity evolves, participation across relevant collective 
engagement initiatives is a key opportunity to articulate a clear joined-up vision, 
understand impact, and support transformative action that will create opportunity  
for value generation. 

 – The conclusion of COP15 saw the launch of Nature Action 100, followed by an 
announcement of a Principles for Responsible Investment-led collaborative 
nature stewardship initiative. Pension schemes should consider joining these and 
other associated initiatives, which also open up avenues to collectively engage 
with specific sectors on pathways to biodiversity loss, e.g., the FAIRR initiative. 

• Include broader environmental characteristics and factors that affect ecological  
limits into individual dialogue with investee companies and oversight meetings  
with investment managers. 

• Voting guidelines and ESG policies should be updated to incorporate biodiversity  
and other nature-specific issues.
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4 Carry out policy and regulatory advocacy 

The regulatory framework for sustainable finance is undergoing a major transformation 
globally. Ambiguous policy and regulation could serve as a barrier to growth in nature-
positive allocation, possibly exacerbating negative outcomes for nature and biodiversity. 
Unsurprisingly, PwC notes that more than seven in ten institutional investors surveyed 
as part of its annual Asset and Wealth Management Revolution series are in favour of 
strengthening ESG regulatory requirements for asset managers.26 Pension schemes and 
providers should actively engage with policymakers and regulators to encourage strong 
public policies, and precise and transparent translation into incentivising regulation. 
Industry bodies such as the UK Sustainable Investment and Finance Association, the 
Association of British Insurers, and Institutional Investors Group on Climate Change 
provide fora for such engagement. In these efforts, it is useful to understand the 
legislative, policy and regulatory means that can be leveraged to advocate for progress 
and change – we note some evolving initiatives and their relevance.

• Post-2020 Global Biodiversity Framework
 – Replaces Aichi targets with four long-term goals for 2050 underpinned by 23 targets.
 – Not legally binding.
 – Investors should monitor the translation of targets into national policy, the likely 

increase in initiatives involving blended and private investment in biodiversity 
schemes, regulatory developments linked to the drive for greater levels of 
corporate monitoring and reporting. 

• UK Environment Act 2021
 – Key piece of environmental legislation covering the UK.
 – Legally binding targets for nature included in EIP.
 – For the industry, legally binding targets should serve as clear signals that are 

needed to mobilise capital at scale.

• UK Government 10 Point Plan for Financing Biodiversity

 – A commitment to several core principles and a call to action from government.

 – A catalyst for the Green Industrial Revolution supporting investment flows.

• UK Government 25 Year Environment Plan

 – Goals and targets for environment benefits and pressures identified by government.

 – Provides indication on how government will work with businesses.

• Scottish Government Biodiversity Strategy to 2045

 – Currently detailing vision and outcomes.

 – Legally binding when legislated for in upcoming Natural Environment Bill.

 – Legally binding targets will provide clear signals for investment. 

• UK Green Taxonomy

 – Common framework to set the bar for ‘environmentally sustainable’ investments.

 – Will facilitate management of nature-related financial risks, help to understand 
risk differentials between assets and make informed choices.

26 PwC Asset and wealth management revolution, Investors say they want more regulation, 2022.

As we have explored, the risks resulting from biodiversity loss and ecosystem 
degradation are significant. To safeguard the financial as well as the actual futures  
of pension scheme members, and to ensure the resilience of our industry and the 
global economy, urgent action is required – these recommendations can support  
the industry in that action.
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