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• Today’s webinar is scheduled for 60 minutes including Q&A

• All participants are muted throughout the webinar

• We welcome comments via the Chat button and questions via the Q&A 
button on your screen. 

• This webinar will be recorded and be made available to view soon after the 
presentation concludes today

• The main presentation will be uploaded onto CFA Institute Asia-Pacific 
Research Exchange (ARX, www.arx.cfa)

https://www.arx.cfa/
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Definition: Biodiversity
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Source: MSCI ESG Research, February 2022

Genes

Species

Ecosystems

What is biodiversity?
Variability among living organisms from all sources including, inter 
alia, terrestrial, marine and other aquatic ecosystems and the 
ecological complexes of which they are part; this includes diversity 
within species, between species and of ecosystems.
s
Source: United Nations Convention on Biological Diversity (CBD)

What is nature?
Includes biodiversity and the geology, water, climate and other 
inanimate components that exist on Earth.

What is natural capital? 
Global stock of natural assets including geology, soil, air, water and all 
living things. 
-
Source: Natural Capital Coalition, Natural Capital Finance Alliance, VBDO. 2018. "Connecting Finance and Natural Capital: A Supplement to 
the Natural Capital Protocol.“

 Biodiversity ensures the resilience of natural capital 



Degradation of ecosystems: A bleak picture

Sources: World Wide Fund For Nature. 2019. "Into the wild - Integrating nature into investment strategies.“, Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services (IPBES). 2019. "The Global 
Assessment Report on Biodiversity and Ecosystem Services.“, Ritchie, H., Roser, M. 2021. "Deforestation and Forest Loss." Our World in Data., Ceballos, G., Ehrlich, P., Barnosky, A., García, A., Pringle, R. Palmer, T. 2015. 
“Accelerated Modern Human-Induced Species Losses: Entering the Sixth Mass Extinction.” Science Advances 1, no. 5 (June 2015)

83% vertebrate populations declined since 1970

25% of existing animals and plant species could face extinction

33% of global forests lost since the last ice age

85% of wetlands lost since the last ice age

 Studies suggest that humankind caused the ongoing sixth mass extinction



Main drivers for biodiversity loss

Source: Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services (IPBES). 2020. “Global assessment report on biodiversity and ecosystem services”.

Agricultural, urban and infrastructure expansion 

(Over-) use of animals, plants, and other organisms

Extreme weather events, fires, floods droughts, sea level rise

Air, water and soil pollution 

Plant and animal invasions impacting native species and 
ecosystem functions



Dependencies of industries on nature
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Sources: MSCI ESG Research,, “Nature Risk Rising: Why the Crisis Engulfing Nature Matters for Business and the Economy.” World Economic Forum and PwC. 2020

50% of Global GDP is highly or 
moderately dependent on nature
Source: World Economic Forum and PwC. 2020. “Nature Risk Rising: Why the Crisis 
Engulfing Nature Matters for Business and the Economy”.

• 75% of global food crops rely on animal 
pollination 

• 50% of crops are risk due to soil erosion
• 70% of cancer drugs are inspired or based on 

nature
• Forests, wetlands, oceans annually absorb 

5.6 gigatons of carbon
• Biodiversity and climate change inextricably  

connected
Source: Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem 
Services (IPBES). 2020. "The Global Assessment Report on Biodiversity and 
Ecosystem Services."



Business impact and dependency on nature
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Source: MSCI ESG Research, December 2021, based on ENCORE (Exploring Natural Capital Opportunities, Risks and Exposure) 2021; IPBES. 2019. “Global assessment 
report on biodiversity and ecosystem services”.

Transition risks Systemic risksLitigation risksPhysical risks

Potential loss

Changes in land and 
sea use

Overexploitation of 
organisms

Climate Change
Pollution

Invasive Alien Species

Soil quality

Climate regulation Raw materials

Disease control

Filitration

PollinationWater quality Disruption protection

Erosion control

Dependency on Ecosystem ServicesBiodiversity Impact Drivers

Atmosphere

HabitatLand 

MineralsOceans

Soil

Species

Water

Natural capital



Growing momentum: 
Regulations and initiatives on biodiversity

Sources: MSCI ESG Research, April 2023

EU regulation
deforestation-free 

supply chains. 
Dec 2022

EU - Nature 
protection and 

restoration 
governance 

framework by 
2030

May 2020

Convention 
on Biological 

Diversity: 
first draft of 

the post-
2020 Global 
Biodiversity 
framework
July 2021

UN Climate 
Change

Conference 
Nov 2021

Article 29: 
Aligning 

investments 
with global 
biodiversity 

goals 
Jan 2022

Task force 
on nature-

related 
Financial 

Disclosure
Final version 

released
Sept
2023

Task force on nature-
related Financial 

Disclosure
founded

June 2021

Finance for 
Biodiversity 

Pledge
launched
Sept 2021

EU Taxonomy 
Jan 2022 Convention 

on Biological 
Diversity: 
COP 15: 
Global 

Biodiversity 
Framework 
with 2030 & 
2050 targets

Dec
2022

European 
Sustainability 

Reporting 
Standards (ESRS)

Final draft
Nov 2022

SFDR
mandatory 

reporting on 
biodiversity  
Jan 2023



• Meet EU Sustainable Finance and 
other emerging regulatory
requirements around biodiversity

• Report against emerging disclosure 
frameworks

Meet disclosure obligations 
under regulations Benefit from investment opportunities

Institutional investor objectives: Biodiversity
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• Identify companies that are tackling 
biodiversity loss with their products 
and solutions

Identify and manage risks

• Identify companies with potential high 
biodiversity impacts and potential gaps 
in biodiversity management

Identify and manage impacts

• Identify companies with exposure to 
biodiversity related financial risks 
and potential gaps in biodiversity 
risk management

Source: MSCI ESG Research, August 2023



Source: MSCI ESG Research, August 2023

Screening 
the most problematic 
sectors, products and 

activities for 
exlclusion based 

investment + 
engagement

Integrating biodiversity into investments:
From simple to complex

Integrate 
advanced 

screening data 
for better risk 

identification, e.g.
geospatial data 

Investment 
opportunities

Identify the 
problem solvers/ 
nature positive/ 

launch funds 

Benchmark 
biodiversity 

footprints/ impact
across sectors for 

better risk 
assessment/ 
engagement

Integrate 
company-specific 

biodiversity 
metrics

for better risk 
mgmt/ 

engagement

Assessing 
portfolio 

dependency
on nature’s 
ecosystem 

service across 
sectors

Prepare for 
reporting: 

voluntary and 
mandatory 

frameworks



ESG Ratings: Key Issues linked to biodiversity loss drivers

12

Source: MSCI ESG Research, January 2022, "The Global Assessment Report on Biodiversity and Ecosystem Services.“Intergovernmental Science-Policy Platform on Biodiversity and 
Ecosystem Services (IPBES). 2019



MSCI Biodiversity-Sensitive Areas Screening Metrics -
Overview

Captures companies with three or more known physical assets 
located in biodiversity-sensitive areas:
• Healthy Forests (Forest Landscape Integrity Index ≥ 6)
• Biodiversity Intact Areas (Mean Species Abundance ≥ 0.56)
• Deforestation Fronts (WWF, Terra-i) 
• Prime areas for Conservation (Global Safety Net)

Source: MSCI ESG Research, December 2022

Objective: 
Provide location-based terrestrial 
biodiversity metrics that can be 
aggregated to the company level and 
used to identify companies at risk of 
contributing to biodiversity loss

Output: 
True/ False flag for operations in 
biodiversity-sensitive areas

Biodiversity-Sensitive Areas

Source: MSCI ESG Research, December 2022, 
green coloured areas = biodiversity-sensitive areas



MSCI Deforestation Screening Metrics - Overview

Captures: 
• Commodities considered key drivers of deforestation: 

Production / use of palm oil, soybean, beef or timber
• High-risk Industry in Deforestation Fronts: Physical assets in 

Deforestation Fronts when operating in a high-risk industry
• Controversies: Involvement in controversies linked to 

deforestation, land degradation or forest species loss

Source: MSCI ESG Research, December 2022

Objective:
Identify companies who are at risk 
of contributing to deforestation

Output: 
True/ False flag for potential direct 
or indirect contribution to 
deforestation

WWF Deforestation Fronts

Source: MSCI ESG Research, December 2022; “Deforestation fronts: Drivers and responses in a changing 
world report”. World Wide Fund For Nature (WWF). 2021. Countries flagged for forest loss: “Deforestation 
Fronts” or hotspots, based on data from Terra-i 



Biodiversity Within MSCI’s ESG Product Suite

ESG INTEGRATION

SDG 
ALIGNMENT
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NET ZERO SOLUTIONS

Source: MSCI ESG Research, December 2022

QUANTITATIVE 
& QUALITATIVE 

E&S DATA

MSCI ESG Research rates 10,000+ companies (16,400+ issuers including subsidiaries) and more than 785,000 equity and 
fixed income securities globally (as of April 2022)

ESG 
CONTROVERSIES

Data & 
metrics: 

company risk 
exposure and 
management 
of biodiversity 

related 
issues across 

industries

Assessment 
of company 
product and 
operational 

alignment with 
SDGs linked to 

biodiversity

Assessment of 
company 

involvement in 
controversies 

related to 
biodiversity

Operations 
in biodiver-

sity
sensitive 

areas

Potential 
direct or 
indirect 
contri-

bution to 
defores-

tation

Revenues 
from 

products 
that could 
address 
biodiver-
sity loss

BUSINESS 
INVOLVE-

MENT 
SCREENING

REGULATORY AND 
VALUES ALIGNMENT 

EU SUSTAIN-
ABLE FINANCE 

MODULE

Data on 
products that 

could 
contribute to 
biodiversity 

loss

Biodiversity 
related data: 

SFDR 
Adverse 
Impact 

Metrics & EU 
Taxonomy 
Alignment

CLIMATE CHANGE 
METRICS 

CLIMATE SCENARIO 
ANALYSIS 

BIODIVERSITY 
SENSITIVE 

AREAS

GREEN 
REVENUES

DEFORES-
TATION RISKS



ENVIRONMENT PILLAR

Climate Change

Carbon Emissions

Product Carbon 
Footprint

Financing 
Environmental 

Impact

Climate Change 
Vulnerability

Natural Capital

Water Stress

Biodiversity & Land 
Use

Raw Materials 
Sourcing

Pollution & 
Waste

Toxic Emissions & 
Waste

Packaging Material 
& Waste

Electronic Waste

Environ. 
Opportu-

nities

Opportunities in 
Clean Tech

Opportunities in 
Green Building

Opportunities in 
Renewable Energy

SOCIAL PILLAR

Human Capital

Labor Management

Health & Safety

Human Capital 
Development

Supply Chain Labor 
Standards

Product Liability

Product Safety & 
Quality

Chemical Safety

Consumer Financial 
Protection

Privacy & Data 
Security

Responsible 
Investment

Insuring Health & 
Demographic Risk

Stakeholder 
Opposition

Controversial 
Sourcing

Community 
Relations

Social Opportu-
nities

Access to Communi
cation

Access to Finance

Access to Health 
Care

Opportunities in 
Nutrition & Health

GOVERNANCE PILLAR

Corporate 
Governance

Board

Pay

Ownership

Accounting

Corporate 
Behavior

Business Ethics

Tax Transparency

Biodiversity related Key Issues in our ESG Ratings model 
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Source: MSCI ESG Research, January 2022

Key Issue: Biodiversity & Land Use / Raw Material Sourcing

Key Issues with strong link to Biodiversity



Notice and Disclaimer
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Information are reserved by MSCI and/or its Information Providers.
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recommendation to make (or refrain from making) any investment decision or asset allocation and should not be relied upon as such. Signals are inherently backward-looking because of their use of historical data, and they are not intended to predict the future. The relevance, correlations and accuracy 
of Signals frequently will change materially.
The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions.  All Information is impersonal and not tailored to the needs of any person, entity 
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None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy. 
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assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns.  MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.
Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. The calculation of indexes and index returns may deviate from the stated methodology. Index returns do not reflect payment of any 
sales charges or fees an investor may pay to purchase the securities underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.
The Information may contain back tested data.  Back-tested performance is not actual performance, but is hypothetical.  There are frequently material differences between back tested performance results and actual results subsequently achieved by any investment strategy.  
Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI.  Inclusion of a 
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Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes.  More information can be found in the relevant index methodologies on www.msci.com. 
MSCI receives compensation in connection with licensing its indexes to third parties.  MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations section of msci.com.
MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Neither MSCI nor any of its products or services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial 
products or instruments or trading strategies and MSCI’s products or services are not a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that applicable products or services from MSCI ESG Research may constitute 
investment advice. MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, 
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its research and ratings. More information about these conflict mitigation measures is available in our Form ADV, available at https://adviserinfo.sec.gov/firm/summary/169222.  
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MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it deal on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research product or service supports, 
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https://www.msci.com/privacy-pledge
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About MSCI ESG Research Products and Services

MSCI ESG Research products and services are provided by MSCI ESG Research LLC, and are designed to 
provide in-depth research, ratings and analysis of environmental, social and governance-related business 
practices to companies worldwide. ESG ratings, data and analysis from MSCI ESG Research LLC. are also 
used in the construction of the MSCI ESG Indexes. MSCI ESG Research LLC is a Registered Investment 
Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.

About MSCI Inc.

MSCI is a leading provider of critical decision support tools and services for the global investment 
community. With over 50 years of expertise in research, data and technology, we power better investment 
decisions by enabling clients to understand and analyze key drivers of risk and return and confidently build 
more effective portfolios. We create industry-leading research-enhanced solutions that clients use to gain 
insight into and improve transparency across the investment process.

To learn more, please visit www.msci.com.

http://www.msci.com/
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The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s website at: 
https://www.msci.com/index-regulation.
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