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Why Does Nature Matter?

The economic case for nature is rapidly growing
This will affect how nature is valued and accounted for in economic decision making. Reporting will
demonstrate our impact and dependency on nature across the economy.

Natural capital is a source of long-term value creation
Better understanding empowers companies and financial firms (public and private) to make smarter,
‘nature-positive’ economic, investment, and risk management decisions.

While data and methodologies are still works in progress, an increasing number of initiatives and
stakeholders are working to enhance transparency on risks and opportunities.

Investor demand for opportunities related to nature is growing
It is estimated that US$722-967 billion are required each year to reverse the decline in biodiversity by
2030 (Paulsen Institute).

Nature is a necessary ally for decarbonization
It is not possible to achieve net zero without harnessing our oceans, soil and forests as natural
carbon sinks. Estimates are 30% of carbon sequestration will be nature based.

3 Nature-related risks are becoming increasingly visible
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Nature is Following the Climate Playbook
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UBS Viewpoint — Ffrom Ozone to Oxygen

& UBS

From Ozone
to Oxygen

Opportunities and Risks
in Natural Capital

For educatonal purposes
June 2022
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Science

Everything starts with the science. For Natural capital, the
challenge is understanding the composition of ecosystems and
habitats and the links between and within these that create the
stock and flow of natural capital.

Corporations

The corporate sector has a key role to play in the effective
management of natural capital. It differs from their role in climate-
change efforts because of the need for multiple natural-capital
asset-related targets.

STRATOSPHERIC OZONE
DEPLETION

(Not yet quantified)

ATMOSPHERIC
AEROSOL
LOADING
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LAND-SYSTEM
CHANGE

OCEAN
ACIDIFICATION

FRESHWATER USE

Government

UBS strongly supports governments’ efforts to achieve a global
agreement on natural capital as a precursor to much greater
involvement from the financial sector.

Investors

UBS recognizes the importance of mobilizing and significantly
increasing financial resources to conserve nature for all.
Institutional Investors can draw from successful models such as
Climate Action 100+ for collaborative engagement platforms and
UBS can offer guidance to private wealth

Source: TL. Persson, Carney Almroth,

C.D. Collins, S. Cornell, C. de Wit et.al.

2022. "Outside the Safe Operating

Space of the Planetary Boundary for

Novel Entities,” Environ. Sci. Technol.,

https://doi.org/10.1021/acs.est.1c04158
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Ongoing scrutiny and innovation

Rating agencies NGOs CREDIT SUISSE W™

New sections in key questionnaires leveraging Actively assessing capabilities and :
the approach used for climate. progress of financial institutions. Credit Suisse acts as Sole Conservation Bond Structurer on

“‘CDP ShareAC.tlon» World Bank's 'Rhino Bond'
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Taskforce on Nature-related Financial Disclosures (TNFD)

It has been endorsed by G7
Financial Ministers and G20
Environmental Ministers to
develop and deliver a risk
management and disclosure
framework for organizations to
report and act on evolving
nature-related risks.

The aim is to support a shift in
global financial flows away from
nature-negative outcomes and
toward nature-positive outcomes.
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Background

Members

N

TNFD recommendations and technical guidance
will be released in September 2023.
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Taskforce on Nature-related financial disclosures (TNFD) — Beta Framework release
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Management and s
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The TNFD framework — Betarelease v.01

Recommendations

@ Taskforce

]
Fundamentals for understanding nature "W Beta release | September 2023
) m terate
for market participants o] (v0.4)

Beta release March 2023

(v0.3)
Beta vD Helea%e ' .
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The TNFD Nature-related Risk
& Opportunity Management
and Disclosure Framework

The draft TNFD Disclosure Recommendations

The LEAP Process for Nature-related Risk and

Opportunity Assessment
March 2022 Beta release June 2022
(v0.1)
Landscape assessment and FAQs [
recommendations on nature- What's in | What are we March 2022
related data continuing to evaluate Taskfor :‘e e
Launc
Open innovation with market participants
October 2021 Input from knowledge partners

Stakeholder consultations
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Key Nature definitions — natural capital, biodiversity, ecosystem services

Natural Capital

The stock of renewable and non-renewable

natural rgsourc_es (e'g" pIants, ammals, _alr’ Example environmental Example services (flows): Example value:
water, soils, minerals) that combine to yield a ts (stocks): o . .
assets (stocks): = Pollination = Crop yield quality and

flow of benefits to people (ecosystem services).  Erovetams water _ _ _ i
(Natural Capital Protocol) y . » Soil quality regulation q ty
resources, land

= Biclogical control

Realms
Atmosphere
Ereshwater FLOWS VALUE
Environmental & ecosystem Ecosystem services Benefits to business
and to society
Ocean
Land
- e — \
. 4 . \
Biodiversity The role of biodiversity \
i i ife i i — as a characteristic of ' .
The d!ver5|ty of |I|fe in all its f.orms. ’Fhe = | Ecosystem Services
diversity of species, of genetic variations nvironmental assets
within one species, and of ecosystems. Replacement poilinators The flows of benefits that ecosystems make
(UN CBD, 1992) available if one species dies to people (e.g. timber, fibre, pollination,

e.g. through disease water regulation, climate regulation,
recreation, mental health), enabling human

activities which, include the operation of
Figure 11: TNFD's building blocks for understanding nature businesses.

5’1% UBS (Natural Capital Protocol)




Nature related impacts and dependencies create financial risks and opportunities

The TNFD defines nature-related risks as the

potential threats posed to an organization
linked to its, and other organizations’,
dependencies on nature and nature impacts.
These can derive from physical, transition and

systemic risks.
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Figure 14: Relationships among business dependencies & impacts and financial risks & opportunities®

Source: TNFD 2022

84% of institutional investors are very
concerned about biodiversity loss and

55% of them believe biodiversity loss needs
to be addressed in the next 24 months.

(Based on the Credit Suisse and Responsible
Investor survey - 327 institutional investors
surveyed in 2021)



https://www.credit-suisse.com/media/assets/microsite/docs/responsibleinvesting/unearthing-investor-action-on-biodiversity.pdf

TNFD — Draft Disclosure Recommendations
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Governance

Disclose the organisation’s
governance around nature-
related risks & opportunities.

Recommended Disclosures

A. Describe the board's oversight
of nature-related risks and
opportunities.

B. Describe management's role
in assessing and managing

nature-related risks and
opportunities.

Scenarios

Location

Source: TNFD 2022

Strategy

Disclose the actual and potential
impacts of nature-related

risks and opportunities on the
organisation’s businesses, strategy
and financial planning where such
information is material.

Recommended Disclosures

A. Describe the nature-related

risks and opportunities the
organisation has identified
over the short, medium, and
long term.

B. Describe the impact of nature-

related risks and opportunities
on the organisation’s
businesses, strategy, and
financial planning.

C. Describe the resilience of the

organisation’s strategy, taking
into consideration different
scenarios.

D. Describe the organisation’s

interactions with low integrity
ecosystems, high importance
ecosystems or areas of water
stress.

Risk Management

Disclose how the organisation
identifies, assesses and manages
nature-related risks.

Recommended Disclosures

A. Describe the organisation’s
processes for identifying and
assessing nature-related risk.

B. Describe the organisation’s
processes for managing
nature-related risks.

C. Describe how processes
for identifying, assessing,
and managing nature-
related risks are integrated
into the organisation’s overall
risk management.

Metrics & Targets

Disclose the metrics and targets
used to assess and manage
relevant nature-related risks
and opportunities where such
information is material.

Recommended Disclosures

ﬁDisclose the metrics used m
the organisation to assess and
manage nature-related risks

and opportunities in line

with its strategy and risk
management process.

Metrics

4[:1)
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C. Describe the targets used
by the organisation to manage
nature-related risks and
opportunities and

Targets

\performance against targey




Other initiatives

2nd

Finance for Biodiversity &)

Guide on biodiversity measurement approaches

PBAF Q&A
I 110

’:? E:g(aj?\;: eer-g:;y “ @ et Annex on Assessing Impact to Pledge Guidance

July 2022

FINANCE

(II?F B ) qPNATUHE

PRB Biodiversity Community Téving
Taking you from theory and practice . 11:(&() (la\éecrost;t%t

Lo
CAMBRIDGE

Handbook for
Nature-related
Financial Risks

Biodiversity Loss and
Land Degradation
An Overview of the

Financial Materiality

Key concepts and a
framework for
dentification

P

environment finance
programme initiative

PI’I nCl pl es fO r Financial materialit of biodiversity Handbook for Nature-related
Responsible Banking loss and land degradation Financial Risks

5& l IB S Business briefings detailing the current ways Explaining key concepts and providing a

that biodiversity loss and land degradation  framework for risk identification.
are financially material.
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Integrating Nature

The case for action on

Integrating Nature: The case for action

The case for action on nature-related financial
risks
10



