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PBAF Standards - Biodiversity Footprinting & Dependencies assessment & Practical guidance

— Ensure that data which is science based, robust, consistent, fit for purpose & decision relevant

Assessment results for:

Risk & Opportunities
Reporting - TNFD - LEAP
Compliance

Strategy

Policies

Target setting

Active Ownership

GBF Targets

Finance for Nature Positive
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Nature-related financial risks

Nature

Degradation of nature
and its ecosystems
driven by:

- Land use change

- Overexploitation

- Climate change

- Pollution

- Invasive alien species

Endogenous risk (impact of
financed activities on nature)

Sources

of risk

Physical risk

Decline of ecosystem services, e.g.:
- Provisions (fish, timber, energy)
- Climate, surface temperature

and hydrological cycle regulation
- Water capture and filtration

Transition risk

Misalignment with actions aimed

at protecting, restoring, and/or

reducing negative impacts on

nature, e.g. via:

- Regulation/policy/legal precedent

- Technology

- Consumer and investor
preferences

- Soil quality
- Hazard protection from storms
and floods
- Habitat, species and biodiversity
intactness
Risks from
dependence
e and impact
on nature

Microeconomic effects on
businesses/households, e.g. via:

Feedback between economy
and financial sector

s

Economic

Micro

Damage to assets

Stranded assets

Higher or more volatile prices
Disruption of processes
Relocation and adjustment

of economic activities
Reduced human health and/or
labour productivity

Regional/sectoral

Macroeconomic effects, e.g. via:

Prices

Productivity

Trade and capital flows
Capital (investment
needs/depreciation)
Socio-economic changes
Fiscal balances

Contagion within
financial system

Strategic risk

- Increased uncertainty
- Change of business model

Credit risk

- Increases in defaults
- Collateral depreciation

Market risk

- Repricing of assets
- Fire sales

Underwriting risk

- Increased insured losses
- Increased insurance gap

Liquidity risk
- Shortages of liquid assets
- Refinancing risk

Operational risk

- Disruption of financial institution’s
processes

Source: Adapted from Svartzman, R. et al. (2021) A *Silent Spring” for the Financial System? Exploring Biodiversity-Related Financial Risks in France.

NGFS, September 2023



PBAF - Ecosystem services — Physical/financial risks

2023 - PBAF Standard Assessing Dependencies on ES

Main uses of a dependency assessment include:

n To screen a To decide To assess To use B To develop

aloan and for which potential the result targets on
investment portfolio parts of a loan and financial risks as part  in the due diligence ecosystem services
for potential direct investment portfolio  of a TNFD assess- of potential new dependencies
(and possibly indirect) more information ment and disclosure  investments and
dependencies should be gathered in engagement

A dependency assessment consists of five main steps:

Step 3
Identifying potential

direct/indirect
dependencies on
ecosystem services

» Explanation of each step
* Overview of challenges
« PBAF Requirements & Recommendations

Dependencies on ecosystem servige

2024 - Q&A Impacts
on ES and

» Steps
e Use cases

PBAF Q&A
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I Regulating services

Il Provisioning services

Conventional coffee Shaded coffee



https://www.pbafglobal.com/files/downloads/PBAF_standard_assessment_of_dependenciesjune_2023.pdf
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PBAF - Ecosystem services — Physical/financial risks

2026 - From ENCORE to Financial risks

4% Wholesale and retail trade, repair
of motor vehicles and motorcycles

4% Electricity, gas, steam
and air conditioning supply

/

10% Manufacturing
17% Manufacturing

3% Real estate

Dependecy

7% Information and -
communication

. High
. Other

\

42% Financial and insurance activities

Source: Biodiversity
Whitepaper, Achmea, 2024

N

Biomass provisioning
Education, scientific and research services
Flood control
Genetic material
Global climate regulation
Rainfall pattern regulation
Recreation related services
Soil and sediment retention
Solid waste remediation
Spiritual, artistic and symbolic services
Storm mitigation
Visual amenity services
Water flow regulation
Water purification
Water supply
Rating
High
@ very high
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Ecosystem services — Physical/financial risks

A dependency = financial risk

Nature at risk, ECB (2026)
Nature Value at Risk = Hazard x Exposure x Vulnerability

* Hazard: likelihood of an ecosystem service being degraded (e.g. by
droughts, includes ecosystem condition)

* Exposure: monetary quantity of sectors/production systems exposed
(dependencies, volume of loans to sectors)

* Vulnerability: production systems output and services vulnerability
to ecosystem degradation (adaptive capacity of sectors and
countries)

Result: a single value representing the monetary VaR at a given
sectoral level in a given country

EUROPEAN CENTRAL BANK
EUROSYSTEM

Occasional Paper Series

Nature at risk: Implications for the
euro area economy and financial
stability

and financial risks stemming from




Ecosystem services — Physical/financial risks

L)

Impact
drivers

External
factors

Business model and value chain

Source: The LEAP
approach Version 2.0
October 2026

State of Ecosystem Nature-elated physical risks

nature services
Environmental

assets

> Exposure X (pkrl\?‘,zs?égl} X Vulnerability €
Changes to state Changes to flow
o
I W

Other organisations, society and nature

Dependency pathway
—— |mpactpathway

—— Risk pathway



Physical risks - Nature and Climate risks are linked

1. Event

Climate-related or nature-related (e.g.
pollution) events become hazards when
interacting with environmental conditions
that determine their potential to cause
adverse impacts on human societies

2. Hazard

Physical events or processes
capable of degrading ecosystems,
characterised by the occurrence
and the magnitude.

o)

Influences event frequency and
severity for some perils, via local
climate regulation

-4+

Modifies behaviour and local
intensity before it reaches exposed
assets

State of Nature (SoN)
\ Ecosystems/Species

4. Exposure

Presence of economic
activities or assets in
locations where hazards may
occeur.

5. Economic
vulnerability

Financial risk

Potential financial

Dependency of economic losses

activities on ecosystem services

State of Nature (Ecosystems/Species)
can either attenuate or amplify hazard
caused by climate change

*Ecosystem vulnerability mediates the effect of impact

3. Ecosystem vulnerability y

Sensitivity and resilience of ecosystem ‘

| ®°

Impact drivers drivers (higher vulnerability = more significant effects)

Nature-based Solutions
(NbS)

Source: Biolnt (2026), adapted
from UNEP-PSI (2026)
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