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Preserving Nature is vital  
for a sustainable world
Nature plays a critical role in providing ecosystems 
services related to food and feed, energy, medicines and 
genetic resources. The assets that underpin these services 
are called natural capital.

According to the Intergovernmental Platform on 
Biodiversity and Ecosystem services (IPBES), around 
4 billion people rely primarily on natural medicines for 
health care and some 70% of drugs used for cancer 
are natural or synthetic products inspired by nature. 
Biodiversity plays a key role in the quality of the air, 
fresh water and soils, as well as in the regulation of the 
climate, pollination, pest control and reducing the impact 
of natural hazards. More than 75% of global food crop 
including fruits and vegetables, coffee, cocoa and almonds 
rely on animal pollination. And marine and terrestrial 
ecosystems are the sole sinks of anthropogenic carbon 
emissions with the sequestration of around 60% of global 
anthropogenic emissions.

Source: The Global Assessment Report on Biodiversity and Ecosystem Services, IPBES

The biodiversity crisis in brief
While many asset owners continue to work on integrating 
climate change concerns into their investment processes, 
the additional concerns of global biodiversity loss 
continues to gain prominence. In some ways these are 
distinct issues, but in other ways they share synergies 
– the loss of biodiversity increases the difficultly of 
limiting climate change, while climate change leads to an 
increase in biodiversity loss. It is therefore important that 
we do not consider biodiversity loss as a separate issue, 
but as an integrated part of creating a solution to the 
climate emergency.

As background, between 1970 and 2016 there has been 
an average of a 68% decrease in population sizes of 
mammals, birds, amphibians, reptiles, and fish, a decline 
occurring at a greater rate than at any other time in 
human history. The IPBES identified the main drivers of 
biodiversity loss as habitat loss, overexploitation, pollution, 
climate change, and invasive species. These drivers are 
continuing to increase at an unsustainable pace, and nearly 
1 million species are currently at risk of extinction, with 
many more within decades.

This is why the upcoming UN Biodiversity Conference 
(COP15) is expected to establish a new global framework 
aiming at halting the loss of biodiversity by 2030. 

Biodiversity is equally vital to people and planet. It gives us clean air and water, food and medicines. As mentioned in 
The Economics of Biodiversity: The Dasgupta Review1, Biodiversity is the diversity of life and can be read at various 
levels, from genes, species, populations to communities that interact with the physical world to create ecosystems. 
Here we introduce the concept of biodiversity, the current crisis we face and how nature loss is a major risk for 
companies while nature-based investments offers opportunities. Asset owners and managers have a role to play, and 
HSBC Asset Management (HSBC AM) is committed to early action.

 

1 www.gov.uk/government/publications/final-report-the-economics-of-biodiversity-the-dasgupta-review 
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How can we 
measure biodiversity?
Measuring the biodiversity footprint of companies 
presents several challenges. First, there is a lack of 
standard disclosures. Many initiatives have emerged to 
guide companies such as the Sustainability Accounting 
Standards Board (SASB) framework, the Task Force 
for Nature Related Financial Disclosures (TNFD) 
framework etc.

Data integration is also challenging. Recently we have seen 
several approaches from ESG external data providers and 
fintechs using Artificial Intelligence to measure biodiversity 
impact at the company and portfolio levels. These are 
still in their early stages. We have decided to partner with 
Iceberg Datalab (IDL), a leading fintech firm that develops 
assessment tools and provides environmental data 
solutions to financial institutions. 

In order to assess the corporate biodiversity footprint, 
the main approach is to link data on economic activity to 
pressures on biodiversity and to translate these pressures 
into biodiversity impacts. The criteria assessed to estimate 
biodiversity impact may include the pressures below: 
land use, fragmentation of natural ecosystems, human 
encroachment, atmospheric nitrogen deposition, climate 
change, wetland conversion, freshwater eutrophication and 
ecotoxicity. On this basis, a company’s potential impact 
on biodiversity is calculated in terms of mean species 
abundance (MSA) a metric expressed in %, characterising 
the intactness of ecosystems. MSA values range from 
0% to 100%, where 100% represents an undisturbed 
pristine ecosystem. 

In terms of ESG integration HSBC AM is working on 
creating a heat map of biodiversity risks and opportunities 
by sector. By the end of 2022 our proprietary ESG rating 
methodology is expected to change to prioritize factors 
that significantly influence the risk/return profile of an 
investment. To this end, teams dedicated to the analysis of 
a given sector of activity, embodying in-depth knowledge 
of the specificities of each sector, have been put in place, 
in order to determine the themes retained within pillars E, 
S and G. Preservation of Biodiversity is one of the main 
environmental indicator assessed.

Increasing regulation 
on Biodiversity
Policymakers and financial regulators are increasingly 
demanding that financial institutions assess nature-
based financial risks and their impacts on nature. Several 
governments and regulators are already part of the TNFD. 

France is leading the way with a new decree under Article 
29 of the Energy and Climate Law, requiring disclosures 
on the biodiversity and climate impact of companies 
from 2022. Investors will now have to comply with new 
requirements. They have to measure their alignment with 
the objectives of the Convention on Biological Diversity and 
analyze the contribution of their portfolios in reducing the 
main pressures and impacts on biodiversity.

The EU has launched a biodiversity strategy for 2030, 
including the establishment of a larger EU-wide network 
of protected areas on land and sea and the launch of an 
EU nature restoration plan. The protection and restoration 
of biodiversity is also one of the main objectives of the 
EU green taxonomy and Sustainable Finance Disclosure 
Regulation (SFDR) requirements. 

Under the EU green taxonomy, an economic activity is 
considered aligned namely if it substantially contributes 
to at least one of the six environmental objectives without 
causing significant harm to the others. Amongst the six 
objectives, three of them are related to preservation of 
biodiversity (sustainable use and protection of water and 
marine resources, pollution prevention and control, the 
protection and restoration of biodiversity and ecosystems).

Under SFDR regulation, the impact on biodiversity is 
a key mandatory indicator that defines a ‘sustainable 
investment’. Moreover SFDR requires the disclosure of 
Principle Adverse Impact (PAI) indicators including one 
related to biodiversity. Companies will have to disclose 
activities that negatively affect biodiversity sensitive areas. 
The first provisions of the SFDR legislation came into effect 
on 10 March 2021, and the majority of the mandatory, 
standardised ESG disclosure obligations for asset 
managers and other financial markets participants will start 
to apply in January 2023. 
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The role of asset managers 
and asset owners
Asset managers can play a key role in preserving 
biodiversity. In allocating the capital they manage to 
economic sectors that contribute less, or not at all, to 
the loss of biodiversity, and in discussing new policies 
with decision-makers along the lines of reducing 
risks to ecosystems, we are able to do our part in 
protecting ecosystems. 

By mapping out impacts and dependencies on biodiversity, 
outlining methodologies of addressing trade-offs, engaging 
with companies to promote best practices and creating 
investment products that include companies exhibiting 
such best practices, HSBC AM has decided to take a 
leading position in preserving biodiversity.

The impact of biodiversity on 
financial investments
Biodiversity loss impacts businesses with potential 
transition and physical risks, as well as litigation and 
regulatory risks. Those risks can affect investment value. 
It is important to understand the potential impact on an 
investment portfolio while some sectors have higher 
impacts than others. For example Energy, Mining & 
Metals, Utilities, Food & Beverages are amongst the most 
exposed industries.

Investors can also allocate capital to sectors that are 
increasing opportunities for biodiversity including nature 
restoration. Large-scale investment in nature-based 
solutions such as restoring peatlands, mangroves or ocean 
ecosystems are some of the opportunities.

HSBC Asset Management 
pledges to preserve biodiversity
As an extension of several collective commitments to 
combat climate change (Climate Action 100+, IIGC, One 
Planet Asset Managers, etc.), in September 2020 HSBC 
AM joined the Finance for Biodiversity Pledge, which aims 
to protect and restore biodiversity through its financing 
activities and investments. HSBC AM pledges to use its 
expertise and global set-up to identify more sustainable 
approaches to investments in agriculture, forestry, land use 
and other investments affecting nature. 

A new partnership has been announced with Pollination, 
a consulting firm specialising in sustainable development. 
The HSBC AM and Pollination joint venture - Climate 
Asset Management, which has arisen from this, aims to 
become the world’s largest natural capital fund manager. 
Its ambition will be to propose and manage investment 
funds in a wide range of activities aiming to protect and 
strengthen nature over the long term, preserve biodiversity 
and combat climate change. Its mission will be to conduct 
research that tends to consider nature as a financial asset 
in its own right and to determine the right methods for 
valuing natural capital.

We are also participating in the Task Force for Nature 
Related Financial Disclosures (TNFD), at the HSBC Group 
and Asset Management level. The Taskforce consists of 
34 individual Taskforce Members representing financial 
institutions, corporates and market service providers 
with USD19.4trn in assets. The mission is to develop and 
deliver a risk management and disclosure framework 
for organisations to report and act on evolving nature-
related risks.

Finally we are a member of the Business for Positive 
Biodiversity Club (B4B+ Club) initiated by the French Caisse 
des Depots (CDC) Biodiversity since September 2020. 
This financial working group aims to promote the use of 
their Global Biodiversity Score and enhance discussions 
between financial institutions on sector and companies.

What we expect from companies 
we engage with, and how we 
drive policy dialogue
HSBC AM has been engaging with companies on 
biodiversity as a standalone topic since 2019 when we 
discussed the impacts of deforestation, and before that as 
part of broader engagements focused on climate change. 
More recently, we published our 2022 Stewardship Plan, of 
which biodiversity and nature is one of the key themes we 
focus on. In addition to engagement, we have introduced 
thematic voting guidelines to ensure that we exercise our 
shareholder rights at companies where biodiversity and 
nature capital are at risk. Our objectives under this theme is 
aligned with our biodiversity policy, and we focus on areas 
including but not limited to deforestation, circularity by 
design, and sustainable food and water. 
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Engagement case study example
On deforestation, we have been carrying out objective-
led and milestones-based engagement with a leading 
Brazilian meat company. 

Rationale for engagement: Our objective is for the 
company to enforce its zero deforestation policy more 
robustly, as it had made this commitment, yet continues to 
experience deforestation in its supply chain. Deforestation 
remains one of our major concerns, as the Amazon is of 
utmost importance to addressing both biodiversity loss and 
climate change. 

What we did: We engaged with the company on numerous 
occasions to raise our concerns and to learn more about 
the company’s plans to address them, which includes 

blockchain technology and geospatial data to monitor 
deforestation and try to ensure it is eliminated in the supply 
chain. We stressed the importance of this process applying 
it to both direct and indirect suppliers, as well as the need 
to ensure that all suppliers are trained so that they are able 
to use the technology and its results are accurate. 

Outcomes and next steps: We believe that conversations 
have been productive and that we have seen the company 
putting improvements in place, however we will continue 
to monitor the issue so that over time we can see the 
required improvements and can continue to push for 
best practices. 
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Important information
For Professional Clients and intermediaries within countries and territories set out below; and for Institutional 
Investors and Financial Advisors in Canada and the US. This document should not be distributed to or relied upon 
by Retail clients/investors.

The value of investments and the income from them can go down as well as up and investors may not get back 
the amount originally invested. The capital invested in the fund can increase or decrease and is not guaranteed. 
The performance figures contained in this document relate to past performance, which should not be seen as 
an indication of future returns. Future returns will depend, inter alia, on market conditions, fund manager’s skill, 
fund risk level and fees. Where overseas investments are held the rate of currency exchange may cause the value 
of such investments to go down as well as up. Investments in emerging markets are by their nature higher risk 
and potentially more volatile than those inherent in some established markets. Economies in Emerging Markets 
generally are heavily dependent upon international trade and, accordingly, have been and may continue to be 
affected adversely by trade barriers, exchange controls, managed adjustments in relative currency values and 
other protectionist measures imposed or negotiated by the countries and territories with which they trade. These 
economies also have been and may continue to be affected adversely by economic conditions in the countries 
and territories in which they trade. Mutual fund investments are subject to market risks, read all scheme related 
documents carefully. 

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, 
for any purpose. All non-authorised reproduction or use of this document will be the responsibility of the user and may lead to 
legal proceedings. The material contained in this document is for general information purposes only and does not constitute 
advice or a recommendation to buy or sell investments. Some of the statements contained in this document may be considered 
forward looking statements which provide current expectations or forecasts of future events. Such forward looking statements 
are not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially 
from those described in such forward-looking statements as a result of various factors. We do not undertake any obligation to 
update the forward-looking statements contained herein, or to update the reasons why actual results could differ from those 
projected in the forward-looking statements. This document has no contractual value and is not by any means intended as a 
solicitation, nor a recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an offer 
is not lawful. The views and opinions expressed herein are those of HSBC Asset Management at the time of preparation, and are 
subject to change at any time. These views may not necessarily indicate current portfolios’ composition. Individual portfolios 
managed by HSBC Asset Management primarily reflect individual clients’ objectives, risk preferences, time horizon, and 
market liquidity. Foreign and emerging markets. Investments in foreign markets involve risks such as currency rate fluctuations, 
potential differences in accounting and taxation policies, as well as possible political, economic, and market risks. These risks are 
heightened for investments in emerging markets which are also subject to greater illiquidity and volatility than developed foreign 
markets. This commentary is for information purposes only. It is a marketing communication and does not constitute investment 
advice or a recommendation to any reader of this content to buy or sell investments nor should it be regarded as investment 
research. It has not been prepared in accordance with legal requirements designed to promote the independence of investment 
research and is not subject to any prohibition on dealing ahead of its dissemination. This document is not contractually binding 
nor are we required to provide this to you by any legislative provision.

All data from HSBC Asset Management unless otherwise specified. Any third party information has been obtained from sources 
we believe to be reliable, but which we have not independently verified.

HSBC Asset Management is the brand name for the asset management business of HSBC Group, which includes the investment 
activities provided through our local regulated entities. HSBC Asset Management is a group of companies in many countries and 
territories throughout the world that are engaged in investment advisory and fund management activities, which are ultimately 
owned by HSBC Holdings Plc. (HSBC Group). The above communication is distributed by the following entities: 

 – in Argentina by HSBC Global Asset Management Argentina S.A., Sociedad Gerente de Fondos Comunes de Inversión, 
Agente de administración de productos de inversión colectiva de FCI N°1;

 – in Australia, this document is issued by HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 232595, for HSBC Global 
Asset Management (Hong Kong) Limited ARBN 132 834 149 and HSBC Global Asset Management (UK) Limited ARBN 
633 929 718. This document is for institutional investors only, and is not available for distribution to retail clients (as defined 
under the Corporations Act). HSBC Global Asset Management (Hong Kong) Limited and HSBC Global Asset Management 
(UK) Limited are exempt from the requirement to hold an Australian financial services license under the Corporations Act 
in respect of the financial services they provide. HSBC Global Asset Management (Hong Kong) Limited is regulated by the 
Securities and Futures Commission of Hong Kong under the Hong Kong laws, which differ from Australian laws. HSBC 
Global Asset Management (UK) Limited is regulated by the Financial Conduct Authority of the United Kingdom and, for the 
avoidance of doubt, includes the Financial Services Authority of the United Kingdom as it was previously known before 1 
April 2013, under the laws of the United Kingdom, which differ from Australian laws; 
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 – in Bermuda by HSBC Global Asset Management (Bermuda) Limited, of 37 Front Street, Hamilton, Bermuda which is 
licensed to conduct investment business by the Bermuda Monetary Authority; 

 – in Canada by HSBC Global Asset Management (Canada) Limited which provides its services as a dealer in all provinces of 
Canada except Prince Edward Island and also provides services in Northwest Territories. HSBC Global Asset Management 
(Canada) Limited provides its services as an advisor in all provinces of Canada except Prince Edward Island; 

 – in Chile: Operations by HSBC’s headquarters or other offices of this bank located abroad are not subject to Chilean 
inspections or regulations and are not covered by warranty of the Chilean state. Further information may be obtained about 
the state guarantee to deposits at your bank or on www.sbif.cl; 

 – in Colombia: HSBC Bank USA NA has an authorized representative by the Superintendencia Financiera de Colombia (SFC) 
whereby its activities conform to the General Legal Financial System. SFC has not reviewed the information provided to the 
investor. This document is for the exclusive use of institutional investors in Colombia and is not for public distribution;

 – in Finland, Norway, Denmark and Sweden by HSBC Global Asset Management (France), a Portfolio Management Company 
authorised by the French regulatory authority AMF (no. GP99026) and through the Stockholm branch of HSBC Global 
Asset Management (France), regulated by the Swedish Financial Supervisory Authority (Finansinspektionen); 

 – in France, Belgium, Netherlands, Luxembourg, Portugal, Greece by HSBC Global Asset Management (France), a Portfolio 
Management Company authorised by the French regulatory authority AMF (no. GP99026); 

 – in Germany by HSBC Global Asset Management (Deutschland) GmbH which is regulated by BaFin (German clients) 
respective by the Austrian Financial Market Supervision FMA (Austrian clients);

 – in Hong Kong by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the Securities and 
Futures Commission; 

 – in India by HSBC Asset Management (India) Pvt Ltd. which is regulated by the Securities and Exchange Board of India; 
 – In Israel, HSBC Bank plc (Israel Branch) is regulated by the Bank of Israel. This document is only directed in Israel to 

qualified investors (under the Investment advice, Investment marketing and Investment portfolio management law-1995) of 
the Israeli Branch of HBEU for their own use only and is not intended for distribution;

 – in Italy and Spain by HSBC Global Asset Management (France), a Portfolio Management Company authorised by the 
French regulatory authority AMF (no. GP99026) and through the Italian and Spanish branches of HSBC Global Asset 
Management (France), regulated respectively by Banca d’Italia and Commissione Nazionale per le Società e la Borsa 
(Consob) in Italy, and the Comisión Nacional del Mercado de Valores (CNMV) in Spain; 

 – in Mexico by HSBC Global Asset Management (Mexico), SA de CV, Sociedad Operadora de Fondos de Inversión, Grupo 
Financiero HSBC which is regulated by Comisión Nacional Bancaria y de Valores; 

 – in the United Arab Emirates, Qatar, Bahrain & Kuwait by HSBC Bank Middle East Limited which are regulated by relevant 
local Central Banks for the purpose of this promotion and lead regulated by the Dubai Financial Services Authority. 

 – in Oman by HSBC Bank Oman S.A.O.G regulated by Central Bank of Oman and Capital Market Authority of Oman; 
 – in Peru: HSBC Bank USA NA has an authorized representative by the Superintendencia de Banca y Seguros in Perú 

whereby its activities conform to the General Legal Financial System - Law No. 26702. Funds have not been registered 
before the Superintendencia del Mercado de Valores (SMV) and are being placed by means of a private offer. SMV has not 
reviewed the information provided to the investor. This document is for the exclusive use of institutional investors in Perú 
and is not for public distribution;

 – in Singapore by HSBC Global Asset Management (Singapore) Limited, which is regulated by the Monetary Authority 
of Singapore;

 – in Switzerland by HSBC Global Asset Management (Switzerland) AG whose activities are regulated in Switzerland and 
which activities are, where applicable, duly authorised by the Swiss Financial Market Supervisory Authority. Intended 
exclusively towards qualified investors in the meaning of Art. 10 para 3, 3bis and 3ter of the Federal Collective Investment 
Schemes Act (CISA); 

 – in Taiwan by HSBC Global Asset Management (Taiwan) Limited which is regulated by the Financial Supervisory 
Commission R.O.C. (Taiwan); 

 – in the UK by HSBC Global Asset Management (UK) Limited, which is authorised and regulated by the Financial 
Conduct Authority; 

 – and in the US by HSBC Global Asset Management (USA) Inc. which is an investment adviser registered with the US 
Securities and Exchange Commission. 

Copyright © HSBC Global Asset Management Limited 2022. All rights reserved. No part of this publication may be reproduced, 
stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or 
otherwise, without the prior written permission of HSBC Global Asset Management Limited. 
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