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WHAT IS IT?

The Taskforce for Nature-related Financial Disclosures (TNFD) is an emerging reporting
framework for businesses and investors to analyse and disclose their nature-related risks
and opportunities. The LEAP approach sets our four core phases:

* Locate your interface with nature;

 Evaluate your dependencies and impacts;

» Assess your risks and opportunities; and

* Prepare to respond to nature-related risks and opportunities and report.

TNFD is a response to calls from the public and private sectors for greater transparency
to help fight the destruction of the natural world. Since 1970, wildlife populations have
declined by 69% on average, driven by direct effects like deforestation as well as
indirectly through climate change.

Figure 1: The TNFD’s revised risk and opportunity assessment
approach (LEAP) in v0.4 of the beta framework
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| Source: LEAP - the risk and opportunity assessment approach, TNFD, 2023.
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What is GAM doing?

At GAM, we recognise that the expansion of
commodity crops like palm oil, soy, beef and

pulp and paper is responsible for the majority of
deforestation, a key driver of biodiversity loss. That
is why we have signed up to the Deforestation_
Pledge which commits us and other financial
institutions, together managing over USD 8

trillion in assets, to using best efforts to eliminate
deforestation among the biggest commodity
culprits from our investment portfolios by 2025.

We also joined more than 150 investors supporting
calls for an ambitious Global Biodiversity
Framework at COP15 in Montreal, Canada, and
signed investor letters supporting three pieces of
legislation introduced in the US at the federal and
state levels that would work together to reduce
deforestation and human rights abuses in US
supply chains.

You can read more here

WHY IT MATTERS
TO INVESTORS

The TNFD considers five main drivers of nature change: climate
change; resource exploitation; land and sea use change; pollution;
and invasive alien species. Almost every business depends on
nature in some way — whether that be the regulation of clean air,
fertile soil or fresh water. And by one estimation, approximately half
of the world’s GDP, USD 44 trillion, is either moderately or highly
dependent on the proper functioning of nature and its complex web
of ecosystems.

For investors, therefore, it is increasingly critical to understand the
extent to which the companies they invest in are managing the risks
posed by the degradation of nature (including biodiversity loss) —
and what companies are doing to conserve the ecosystems they
depend on.

It is important to policymakers too. In 2022 at COP15 (biodiversity)
in Montreal, global governments established the ‘30x30’ goal —
agreeing to permanently conserve 30% of the planet’s surface for
nature by 2030. Similar agreements have been made to protect
international waters. In France, ‘Article 29’ of the Energy and
Climate Act requires French financial institutions to disclose their
biodiversity-related risks and strategies, or a plan for how they will
address them.

The final version of TNFD is due to be published in September 2023.
It is also a framework that aims to be more ambitious over time,
giving investors and companies time to become compliant while also
achieving necessary results.

What’s the difference between TNFD and TCFD?

TCFD (Taskforce on Climate-related Financial Disclosure) focuses
on climate while TNFD focuses on wider risks related to nature and
biodiversity loss.

Just as the TCFD framework has become a standardised way

in which companies report on climate risk; it is hoped that TNFD
will become a way for markets to easily compare and benchmark
different companies on their management of ‘nature risk’.

The current version of the TNFD framework is closely aligned with
TCFD format. It will ask companies to use the same four broad
pillars (‘governance’, ‘strategy’, ‘risk management’ and ‘targets &
metrics’) as the TCFD approach and the final draft incorporates all
11 TCFD recommended disclosures. However, nature is different
from climate in a number of respects - including the importance
of the location of activities and the additional ‘impact’ dimension
alongside risks and opportunities.

TNFD will align not only with TCFD but also with other global
reporting frameworks such as the International Sustainability
Standards Board (ISSB) and the Global Reporting Initiative
(GRI) (both knowledge partners to the TNFD). The UK Transition
Plan Taskforce also highlights the importance of recognising
interdependencies, such as nature.


https://www.weforum.org/press/2020/01/half-of-world-s-gdp-moderately-or-highly-dependent-on-nature-says-new-report/#:~:text=Pollination%2C%20water%20quality%20and%20disease,to%20risks%20from%20nature%20loss.
https://www.iisd.org/articles/insight/global-biodiversity-framework-30x30-target
https://www.bbc.co.uk/news/science-environment-64839763
https://www.bbc.co.uk/news/science-environment-64839763
https://www.environmental-finance.com/content/analysis/avant-garde-biodiversity-reporting-in-france.html
https://framework.tnfd.global/introduction-to-the-framework/
https://www.fsb-tcfd.org/
https://www.ifrs.org/groups/international-sustainability-standards-board/
https://www.globalreporting.org/
https://racetozero.unfccc.int/system/nature-and-tackling-deforestation/
https://racetozero.unfccc.int/system/nature-and-tackling-deforestation/
https://www.gam.com/en/our-thinking/investment-opinions/its-time-to-rethink-how-we-see-nature

THREE TOP
TAKEAWAYS

1- Nature is rising on the agenda

Nature and biodiversity are quickly rising up ESG investors’ priority lists.
Initiatives like Nature Action 100, due to launch in summer 2023, are
mobilising investor action to focus on companies with the greatest impacts,
and in the UK for example, the Financial Conduct Authority (FCA) is
extending its ESG strategy to cover biodiversity and encouraging financial
institutions to incorporate nature-related considerations into their business
strategies, governance and disclosures.

According to the World Economic Forum, biodiversity loss ranks as one of
the top risks in the next decade.

Figure 2: The World Economic Forum’s Global Risks
Perception Survey
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| Source: The Global Risks Landscape 2020 and the evolution of the
biodiversity loss risk, World Economic Forum, 2019-2020.

Financial markets will be increasingly expected to take their business
impacts on biodiversity into account, as well as factor in potential material
financial risks from nature loss. When the final framework of TNFD is agreed,
encouraging companies to report against it is likely to be an important topic
for investor engagement.



https://www.natureaction100.org/
https://www3.weforum.org/docs/WEF_New_Nature_Economy_Report_2020.pdf
https://www3.weforum.org/docs/WEF_New_Nature_Economy_Report_2020.pdf

2- Still a long way to go to improve data to manage
nature risks

Lack of data on biodiversity is a key challenge preventing systemic progress
at a market level.

Unlike climate, on which there is consensus on indicators based on carbon
emissions and a globally agreed ambition (to keep global warming well
below 2°C), there is no market-wide agreement on what appropriate targets
and metrics are in relation to nature risk and conservation.

Almost all ecosystems are comprised of a complex, highly interdependent
web of organisms, and while some indirect factors may be out of the grasp
of measurement, factors such as deforestation, water pollution and direct
animal loss are seen as useful indicators, among others.

Even with the introduction of TNFD, the lack of deep and comparable data
on biodiversity-related actions and impacts is likely to hinder progress to
managing these impacts.

By improving financial disclosure, the TNFD will enable organisations to
integrate nature-related risks and opportunities more accurately into decision-
making. The TNFD has the potential to be a key actor in the financial sector’s
effort to protect biodiversity.

3- There are opportunities as well as risks

Tackling nature loss brings opportunities for financial markets, with potential
for green and sustainability bonds to allocate capital, as well as opportunities
for innovation from alternative ways of growing food to using remote sensing
and Al to support restoration and conservation.

Moreover, policymakers are beginning to develop strategies in relation to
biodiversity, with the EU already setting biodiversity targets for 2030 which
will unlock EUR 20 billion per year of private and public funding. The EU
taxonomy criteria for economic activities contributing to the environmental
objectives of sustainable use and protection of water and marine resources,
transition to a circular economy, pollution prevention and control, and
protection and restoration of biodiversity and ecosystems will support the
identification of companies contributing to enhanced outcomes for nature.

We can also expect a growing biodiversity market emulating the current
carbon credits market, with Australia leading the way and hosting a system
where biodiversity certificates can be traded in a similar way to carbon
credits. Recent research estimated that Australia’s biodiversity market could
be worth USD 137 billion by 2050.

WHAT TO LOOK OUT
FOR

Preserving nature will be a key part of protecting the health of the world
economy. It has become increasingly clear that a ‘business-as-usual’
approach to biodiversity is a risk to businesses and investors that we expect
to jeopardise returns across the global value chain.

Initiatives like the TNFD and regulation resulting from COP15 should be seen
as a rallying call to investors to act soon, engaging with portfolio companies

to make them meaningfully compliant with current and upcoming standards.
Investors who act quickly to understand the interdependent risks and


https://sdgs.un.org/partnerships/eu-biodiversity-strategy-2030-bringing-nature-back-our-lives
https://www.dcceew.gov.au/environment/environmental-markets/biodiversity-market
https://www.pwc.com.au/environment-social-governance/nature-positive-australia-value-of-australian-biodiversity-market.html

opportunities linked to nature will be at a key market advantage as regulation
and consumer preferences shift on this complex topic.

Looking forward, investors should keenly monitor the progress of the
finalised public release of the TNFD framework, particularly in highly nature-
dependent industries such as agriculture, construction and tourism.

And the TNFD is not the only framework we can expect to see incorporating
biodiversity in the coming months. Setting science-based targets for nature,
as many already have for climate, with the Science Based Targets Network
(SBTN) will be an important next step for many companies. Moreover, the
International Sustainability Standards Board (ISSB) is opening its doors
this June for investors to share feedback to ensure a potential biodiversity
disclosure framework is globally applicable, ahead of the release of new
standards in January next year.

The corporate journey to tackle the mammoth task of biodiversity loss has
only just begun.

For more insights from GAM, please visit ‘Our Thinking’ page here.

GAM’s purpose is to protect and enhance our clients’ financial future. By attracting and
empowering the brightest minds to think beyond the obvious, we strive to provide investment

leadership, innovation and a positive impact on society and the environment.

STEPHANIE MAIER

Global Head of Sustainable and Impact Investment

| Stephanie Maier is Global Head of she spent seven years at Aviva Investors, latterly as Head

Sustainable and Impact Investment, of Responsible Investment Strategy and Research, and was

responsible for leading GAM’s sustainable formerly Head of Research for EIRIS, an ESG research and

and ESG (environmental, social and consultancy firm.

governance) strategy. Stephanie holds an MSc in Environmental Technology from

Stephanie joined GAM Investments in Imperial College London, a BA in Biological Sciences from
January 2021 from HSBC Global Asset Management, where Oxford University and the Investment Management Certificate
she was Director for Responsible Investment. Prior to that, (IMC). She is based in London.

For more information, please visit GAM.com

Important disclosures and information

The information contained herein is given for information purposes only and does not qualify as investment advice. Opinions and as-
sessments contained herein may change and reflect the point of view of GAM in the current economic environment. No liability shall be
accepted for the accuracy and completeness of the information contained herein. Past performance is not a reliable indicator of future
results or current or future trends. The mentioned financial instruments are provided for illustrative purposes only and shall not be con-
sidered as a direct offering, investment recommendation or investment advice. Any securities listed were selected from the universe of
securities covered by the portfolio managers to assist the reader in better understanding the themes presented and are not necessarily
held by any portfolio or represent any recommendations by the portfolio managers. There is no guarantee that forecasts or investment
objectives will be realised.

Certain information provided herein is based on third-party sources, which information, although believed to be accurate, has not been
independently verified. GAM assumes no liability for errors and omissions in the information contained herein. This article is for informa-
tional purposes only and may not be reproduced or distributed without the prior consent of GAM.

This article contains links to certain websites that are not maintained by GAM. GAM does not endorse, has any responsibility for, or
makes any representations about, any such websites, including their products and services, content, communications and website use
policies. GAM has neither reviewed the contents of these thirdparty websites nor does GAM claim any responsibility for the content
or suitability of these thirdparty websites and GAM makes no express or implied warranty about the accuracy, copyright compliance,
legality, merchantability or any other aspect of the content of such links. The use of third-party websites is entirely at your own risk. GAM
expressly disclaims any responsibility for your access to or use of such websites. By accessing these links, you acknowledge that such
websites or locations are not under the control of GAM and you agree that GAM shall not be responsible for any information or additional
links found at such website or location, or for your use of such information.

This article contains certain forward-looking statements which can be identified by the use of forward-looking terminology such as

“may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or other
variations thereon or comparable terminology. Such statements are based on current expectations, estimates and projections about
the industry and markets in which GAM invests, as well as GAMs beliefs and assumptions. These statements involve certain risks, un-
certainties and assumptions which are difficult to predict. Consequently, such statements cannot be guarantees of future performance

and actual outcomes and returns may differ materially from statements, goals and objectives set forth herein.
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