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Introduction




WHY ALL THE FUZZ?

o Extinction rates: 100-times higher and rising; 25 % of surveyed species under threat of extinction
e Until 2100: 500,000 - 1,000,000 species will have gone extinct

o Living Planet Index 1970-2018: minus 69 %

o Extent of natural ecosystems: minus 47 %

) o 0
o Total mass of wild mammals: minus 82 % PBES (2010
Global assessment
. . report on
o 96 % of total mass of vertebrates on land is humans and livestock Biodiversity and

Ecosystem
Services

0, 1 i
o 82 % of fish stocks overfished WWE Living Planet
Report 2022

Palomares et al.
2020


https://www.ipbes.net/global-assessment
https://www.wwf.at/das-schuetzen-wir/bedrohte-arten/living-planet-report-2022/
https://www.sciencedirect.com/science/article/pii/S0272771419307644

WHY ALL THE FUZZ?

Smith et al (2022). Pollinator Deficits, Food Consumption, and Consequences for Human Health: A Modeling Study.
Environmental Health Perspectives

Dryden & Duncan (2023). Climate Disruption Caused by a Decline in Marine Biodiversity and Pollution. International Journal of
Environment and Climate Change

Baumbach et al (2023). High economic costs of reduced carbon sinks and declining biome stability in Central American forests.
Nature Communications



https://ehp.niehs.nih.gov/doi/full/10.1289/EHP10947
https://journalijecc.com/index.php/IJECC/article/view/1392
https://www.nature.com/articles/s41467-023-37796-z

POTENTIAL SOLUTIONS

Girardin et al (2021). Nature-based solutions can help cool the planet - if we act now. Nature Comment

Schmitz et al (2023). Trophic rewilding can expand natural climate solutions. Nature Climate
Change

Eger et al (2023). The value of ecosystem services in global marine kelp forests. Nature Communications



https://www.nature.com/articles/d41586-021-01241-2
https://www.nature.com/articles/s41558-023-01631-6.epdf?sharing_token=s48LR-9xjOChNYQPzXyGptRgN0jAjWel9jnR3ZoTv0Nk-Nr0hEzZ-ozTdmB979tFrC1iPfYQK4tNwmdSgNri4Dru4OjZ1s1xqCPcLYe1EFyQ7JU32sHAuWkjMa6b7mB4W1sHrEu-CYYHDn4vCt9SSqc8dVAvG_tLBj431kuQNw4%3D
https://www.nature.com/articles/s41467-023-37385-0#:~:text=Globally%2C%20kelp%20forests%20provide%20habitat,marine%20nutrient%20pollution9%2C10.

..-OR ARE THEY?

Eger et al (2023). The value of ecosystem services in global marine kelp forests. Nature Communications

Gallagher et al (2022). Seaweed ecosystems may not mitigate CO, emissions. ICES Journal of Marine Science

-> Ecosystems are complex adaptive systems

->We do not (and might never) have complete information


https://www.nature.com/articles/s41467-023-37385-0#:~:text=Globally%2C%20kelp%20forests%20provide%20habitat,marine%20nutrient%20pollution9%2C10.
https://academic.oup.com/icesjms/article/79/3/585/6525671?login=false
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EU Taxonomy: Taxo 4 Biodiversity




TAXONOMY OVERVIEW
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2. DISCLOSURES

Comprehensive disclosure regime for both non-
v —_ financial and financial institutions to provide
5: investors with the information necessary to

make sustainable investment choices.

o —

= Sustainable Finance Disclosure Regulation (SFDR)
applies since March 2021

= Corporate Sustainibility Reporting Directive (CSRD)
proposed by the Commission in April 2021

= Sustainability preferences: adopted by the
Commission in April 2021

1. EU TAXONOMY

A common classification of economic
activities substantially contributing
to environmental objectives, using
science-based criteria.

= Taxonomy Regulation: adopted
on 18 June 2020

3. TOOLS

Broad toolbox for companies, market
participants and financial intermediaries

to develop sustainable investment
solutions, while preventing green
washing.

EU Climate Benchmarks Regulation applies
since April 2020

Standard for European green bonds (EuGB),
proposed by the Commission today

Source: European Commission (2021)

9



TAXONOMY STRUCTURE

-

Substantial contribution Do no significant harm
to at least one of the 6 environmental _|_ to any of the other environmental
objectives objectives

Technical Screening Criteria

Climate change mitigation

Sustainable use and protection
of water and marine resources

Pollution prevention & control

Climate change adaptation

Transition to a circular economy

Protection and restoration of
blodiversity and ES ecosystems

Source: EU Platform on Sustainable Finance and own representation

_I_
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Comply with the minimum
safeguards

Delegated Act of the EC on the
climate objectives is already
applicable since 1.1.2022;
complementary DA applicable
since 1.1.2023

Draft Delegated Act of the EC
published April 2023 for Consultation

10
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TAXO 4 REPORT PSF & EC DRAFT DELEGATED REGULATION

List of activities
e Animal production o Environmental protection and restoration activities
o Growing of non-perennial crops Conservation, including restoration, of habitats, ecosystems and

species

o Growing of perennial crops

o o Accommodation activities

o Fishing . . . _
Hotels, holiday, camping grounds and similar accommodation

o Forestry

o Env. refurbishment of hydropower

o Bioenergy

o Conservation of habitats/ecosystems*

o Restoration of biodiversity and ecosystems*

* plus tourism 11
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Like a box of chocolates...
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The Austrian Green Finance Alliance




"= Federal Ministry
Republic of Austria / ‘ bmk.gv.at

Climate Action, Environment,

ol & GREEN
Energy, Mobility, \ FINANCE
Innovation and Technology ALLIANCE

The Green Finance Alliance (GF-Alliance)

An initiative of the Federal Ministry of Climate Action (BMK) aimed at cultivating a
sustainable financial market in Austria. Participation is voluntary and geared towards
financial companies headquartered in Austria.

Members of the Green Finance Alliance (GF-Alliance) pledge to align their core
business portfolios and operational ecology with defined climate targets.

GF-Alliance members become pioneers in the transformation of the Austrian financial
industry into a Paris-compatible business model.

Members of the initiative have to meet predefined criteria. The GF-Alliance
accompanies them step-by-step on the path to meeting their climate targets.

£y Y ()
N A

Green Finance Alliance 15



= Federal Ministry

Republic of Austria / \

Climate Action, Environment, = GREEN

Energy, Mobility, \FINANCE
Innovation and Technology ALLIANCE

bmk.gv.at

Core business: Five target dimensions & two action areas

1.5°C portfolio
alignment

GHG neutral
portfolios by 2050

Climate governance &
mainstreaming

Action areas:
Investment and lending portfolio
Underwriting portfolio

Expansion of
green activities

Managing climate risks &
encouraging resilience

Green Finance Alliance

Measures and detailed criteria are defined for
each target dimension and action area.

These criteria are based on current
international climate protection standards and
science-based methods.

Annual monitoring and reporting by GF-Alliance
members.

The action areas investment and lending
portfolio as well as underwriting portfolio are
supplemented by the action area operational
ecology.

16
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Climate Action, Environment,

ol @ GREEN
Energy, Mobility, FINANCE
Innovation and Technology ALLIANCE

Governance

appoints the Steering Committee

Convening Body and Contracting Party to commissions the Coordinating Office
’ GF-Alliance members (BMK) ﬂ
Steering Committee Coordinating Office (Environment Agency Austria)
* Evaluation of results of annual monitoring * Technical and substantive development by the Advisory
* Accepting/expelling members Council
» Determining the composition of the Advisory Council + Coordination
* Acceptance of the list of criteria * Hosting the help desk
Advisory Council

* Group of experts
+ Substantive and science-based support for the
Coordinating Office and Steering Committee

Green Finance Alliance 17



= Federal Ministry
Republic of Austria
Climate Action, Environment, GREEN

Energy, Mobility, \FINANCE
Innovation and Technology ALLIANCE

bmk.gv.at

Strategic Management
Federal Ministry for Climate Action, Environment, Energy, Mobility, Innovation and Technology | Department VI/3 — Green Finance and Sustainable Economy

Stefan Sengelin Caroline Vogl-Lang Mabel Reitbauer
Interim Head Department Department VI/3 Department VI/3
VI/3 5 caroline.vogl-lang@bmk.gv.at maria.reitbauer@bmk.gv.at

stefan.sengelin@bmk.gv.at

Information on green finance activities: Requests on the Green Finance Alliance:
www.bmk.gv.at/green-finance greenfinance@bmk.gv.at

Coordinating Office

Environment Agency Austria | Green Finance

Pedram Payami Natalie Glas Christoph Frischer Hannah Bartels, BA MSc
Green Finance Team Head Green Finance Team Green Finance Team Green Finance Team
edram.payami@umweltbundesamt.at 1 natalie.glas@umweltbundesamt.at christoph.frischer@umweltbundesamt.at hannah.bartels@umweltbundesamt.at

Requests on the Green Finance Alliance:

greenfinance@umweltbundesamt.at

Green Finance Alliance 18
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Financing Biodiversity through nature markets?
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KUNMING-MONTREAL FRAMEWORK - FOCUS ON FINANCE

[...] progressively closing the biodiversity finance gap of 700 billion dollars per year, and aligning financial flows with the Kunming-
Montreal Global Biodiversity Framework and the 2050 Vision for Biodiversity. - GOAL D

[...] eliminate, phase out or reform incentives, including subsidies, harmful for biodiversity [...] while substantially and progressively
reducing them by at least 500 billion United States dollars peryear by 2030 [...] - 7arget 18

[...] by 2030 mobilizing at least 200 billion United States dollars per year, including by:

c) Leveraging private finance [...]

d) Stimulating innovative schemes such as payment for ecosystem services, green bonds, biodiversity offsets and credits, benefit-sharing
mechanisms, with environmental and social safeguards - 7arget 19

20



FINANCING GAP

Forests
3%

Fisheries

Coastal 4%
4%

Invasive species
7%

Croplands
43%

Urban environments
9%

Rangelands
10%

Protected areas
20%

Source: Deutz et al. 2020,
Closing the Global Biodiversity Financing Gap
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Total financing need: 845 bn USD p.a.

Finance Gap: 711 bn USD p.a.

To close the gap:

Minus 274 bn harmful subsidies in agriculture, forestry &
fisheries

->reduction of 2/3 from 2019
-> biggest share in agriculture

Plus 406 bn positive flows
->4-times as much as 2019
-> biggest share in offsets (~30 %)

21


https://www.paulsoninstitute.org/conservation/financing-nature-report/
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THE POTENTIAL OF BIODIVERSITY MARKETS

Revenue potential of NbS: USD 204 bn p.a. in 2050
Revenue potential of biodiversity credits: up to USD 43 bn p.a. in 2050

IPR Forecast Policy Scenario + Nature, 2023

Potential for Biodiversity offsets markets: growing from USD 9.2 bn in 2019 to USD 168 bn in 2030

Deutz etal. 2020, Closing the Global Biodiversity Financing Gap

“Global assets in biodiversity-related investments may rise 20-fold to more than $400 billion by 2030/...]“

Bloomberg Green Newsletter, 03.05.2023

“Moving from a business-as-usual pathway to a nature-positive economic model can create over $10.1 trillion of business opportunities.”

WEF Biodiversity Credits Briefing Paper, 2022

22


https://www.unpri.org/inevitable-policy-response/ipr-forecast-policy-scenario--nature/10966.article
https://www.paulsoninstitute.org/conservation/financing-nature-report/
https://www.bloomberg.com/news/articles/2023-05-03/biodiversity-beats-climate-as-talking-point-for-republicans?cmpid=BBD050323_GREENDAILY&utm_medium=email&utm_source=newsletter&utm_term=230503&utm_campaign=greendaily&leadSource=uverify%20wall
https://www3.weforum.org/docs/WEF_Biodiversity_Credit_Market_2022.pdf
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WHAT MARKET ARE WE TALKING ABOUT

Credits vs Offsets

Conservation (PES,

etc.) Credits &
USD 10 bn Offsets

Ry compliance voluntary

Nature Markets
USD 9.8 trn

primary secondary primary

Wwildlife tourism \ /) _--—"---
USD 260 bn

Carbon markets k
USD 909 bn

Taskforce on Nature Markets 2022, Global Nature Markets Landscaping Study Al ’
BloombergNEF 2023, Biodiversity Finance Factbook (1H 2023 Ed.) N . 23
Reuters online, acc. 05.05.2023 S~ -7

e


https://www.naturemarkets.net/publications/global-nature-markets-landscaping-study
https://assets.bbhub.io/professional/sites/24/REPORT_Biodiversity_Finance_Factbook_master_230321.pdf
https://www.reuters.com/business/sustainable-business/global-carbon-markets-value-hit-record-909-bln-last-year-2023-02-07/
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CHALLENGES & SOLUTIONS FOR THE BIODIVERSITY CREDIT MARKET

Challenge Proposed solution

Defining and quantifying a unit of biodiversity Basket of metrics

Ensuring cost-effective credits Mix of: set prices (cost-plus), stacking together with
carbon (using carbon price), price discovery on
markets

Channelling finance to Indigenous Peoples and Local  Profit sharing agreements from the conception phase
Communities on & extending into potential secondary markets;
Setting minimum price floors

IEED & UNDP 2022, Biocredits to finance nature and people 24
NatureFinance 2023, The Future of Biodiversity Credit Markets



https://www.iied.org/21216iied
https://www.naturefinance.net/resources-tools/the-future-of-biodiversity-credit-markets-consultation-paper/
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CAUTIONARY TALES - DO WE WANT MARKETS FOR BIODIVERSITY

»[.-.] invery few settings imaginable, is nature waiting for financialization”
»Many nature-based ventures remain ,alternative‘ - they are not mainstream are still illiquid, and require far more ,narrativ‘ than
conventional asset classes.

Ouma et al, 2018, Rethinking the financialization of ,nature*

»While a plurality of mechanisms to channel finance for investments in nature is required, including market-based mechanisms, we are
concerned that [...] fiscal policy measures or direct cash transfers, are often perceived as politically intractable and therefore largely
sidelined.”

Chausson et al, 2023, Going beyond market-based mechnaisms to finance nature-based solutions and foster sustainable futures

»|...] we argue the deprioritisation of public funding for nature conservation and restoration has been premature.“

»[...] t0 position private sector conservation finance as a panacea to resolve funadamental problems of free-riding and natural degradation at
multiple scales would be naive.“

Kedward et al 2022, Nature as an Asset Class or Public Good? The Economic Case for Increased Public Investment to Achieve Biodiversity Targets

25


https://www.researchgate.net/publication/322815953_Rethinking_the_financialization_of_'nature'
https://journals.plos.org/climate/article?id=10.1371/journal.pclm.0000169
Nature as an Asset Class or Public Good? The Economic Case for Increased Public Investment to Achieve Biodiversity Targets
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A WAY FORWARD

Leverage points

Shift societal

norms and goals Aotivate

value-centered
leverage points
for transformative
change by
multiple actors
across sectors

Embed valuation
in inclusive
decision-making

Undertake
valuation

More sustainable
and just futures

, I
i
Living as i ; .
river as = H H Potential &
Ws part of us § ' ' otential for
and ki ems ° i ! 1 transformative
nowledge syst Living with P = change
riverine b o \ .
) o species and Recognize the | i '
Living in habitats values of nature : < AT 1 H
Living from riverine Meaningfully include 02 - P
€ R the diverse values of S
ape s &
river l nature in decision "

making { Mobilise sustainability

i of how ¢
aspects of the values typology are diverse ve / )
highlighted by certain Ife frames . “ S . hatine aligned values and shift
: C t'!l

-—— development
A paradigms.

Values typology

Source: IPBES Values Assessment 2022 -


https://www.ipbes.net/the-values-assessment

KONTAKT & INFORMATION

Christoph Frischer
Green Finance
+43 664 9602878

christoph.frischer@umweltbundesamt.at

@ www.umweltbundesamt.at
Y twitter.com/umwelt_at

m www.linkedin.com/company/umweltbundesamt
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