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y nature restoration
IS SO important?

)

Restoration and protection of our natural

resources and ecosystems are critical, not only
for only for our own well-being and survival

but also because nature underpins global
economic activity.

The World Wildlife Fund (WWF) places the annual
value of the benefits of nature globally at an
estimated $125 trillion' - yet the UK has failed

to reach 17 out of 20 UN biodiversity targets
agreed only 10 years ago? and the finance gap to
secure key nature-related outcomes in the UK is
estimated to be £56bn over the next 10 years.?

y v

Why nature is not 'free’

For centuries, nature has been abundant,
boundless and able to regenerate itself
and natural resources such as clean air and
water have been treated as public goods
available to everyone.

This resulted in the perception that nature is ‘free’ leading to its
overexploitation and degradation. However, this ‘free’ nature has
a hidden cost, which becomes evident when considering the
long-term environmental and economic consequences of its
overuse, including biodiversity loss, resource depletion, climate
change, and the destruction of ecosystems.

This results in both direct costs to businesses for example,
resource scarcity, increased input costs, penalties, higher
insurance premiums, supply chain disruption, physical damage
to assets, and indirect costs inlcuding to reputation and brand
value, regulatory risks, financing costs, and investor sentiment,
that will ultimately lead to increased costs for the consumer.

1. WWEF, Our forests rivers and oceans are worth so much to us

2. The Guardian, Lost decase for nature as UK fails on 17 of 20 UN
biodiversity targets, September 2020

3. Green Finance Institute, The finance gap for UK nature, October 2021
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Areport for the UK Government estimated that the annual
cost of nature loss to the global economy could be up to $10
trillion by 2050 (around 10% of global GDP), and emphasised
that urgent, concerted, and coordinated action was needed
toreverse biodiversity loss and protect and enhance

our prosperity.*

The reality is that nature remains a blind spot for most
businesses that often goes ignored and the financial impact

of nature degradation is therefore not considered. However, a
growing number of businesses, particularly large corporates,
are beginning to recognise that nature is an intrinsic part

of their future. In fact, a 2023 survey by the Department of
Business, Energy and Industrial Strategy (BEIS), concluded that
30-40% of UK businesses considered environmental risks
(including nature-related) to be significant or highly significant
to their operations.

Regulation is also playing a role in increasing awareness

and encouraging companies to assess and disclose their
exposure to nature-related risks, such as the Taskforce on
Nature-Related Financial Disclosures (TNFD) and will hopefully
drive more business to recognise how ecosystem health
and biodiversity impact their financial performance and
bottom line. Moving away from the assumption that nature
is inexhaustible and integrating environmental costs into
economic decision-making is essential to prevent further
damage and ensure that future generations can also benefit
from a thriving, healthy planet.

4. GOV.UK, UK international climate finance strategy, March 2023


https://www.gov.uk/government/publications/uk-international-climate-finance-strategy
https://www.wwf.org.uk/what-we-do/valuing-nature?utm_source=Grants&utm_medium=PaidSearch-Brand&pc=AWS014007&gad_source=1&gclid=EAIaIQobChMIxMfkt-foigMVOIBQBh3gfwPyEAAYASAAEgL9ovD_BwE&gclsrc=aw.ds
https://www.theguardian.com/global-development/2020/sep/14/lost-decade-for-nature-as-uk-fails-on-17-of-20-un-biodiversity-targets-aoe
https://www.theguardian.com/global-development/2020/sep/14/lost-decade-for-nature-as-uk-fails-on-17-of-20-un-biodiversity-targets-aoe
https://legacy.greenfinanceinstitute.com/wp-content/uploads/2021/10/The-Finance-Gap-for-UK-Nature-13102021.pdf

The investment opportunity for nature,

the new asset class

Globally, the current trend of rapid biodiversity
loss will continue, with 37% of species
threatened with extinction or extinct by 2100,
unless dramatic action in line with the Kunming
Montreal Global Biodiversity Framework

(GBF) agreed at COP 15 in December 2022 is
taken. However, this share could drop to 25%
if conservation investments are immediately
increased (Isbell et al. 2022).5

The UK, despite being a highly developed nation with a rich
natural heritage, has experienced a significant decline in
biodiversity over recent decades. This decline is driven by
factors such as habitat destruction, climate change, pollution,
and unsustainable land use. These challenges create
opportunities for investments aimed at nature restoration and
biodiversity enhancement.

One innovative solution is investment in ‘habitat banks,
pioneered by Gresham House's Sustainable Infrastructure
team. Habitat banks are large-scale sites, typically 25-100
hectares or more, that transform land into biodiversity-rich
areas, such as woodland mosaics of wetlands. These sites
are maintained for at least 30 years. The biodiversity created
on these lands generates Biodiversity Net Gain (BNG) units,
which can be sold to house builders, commercial developers,
or infrastructure projects. Revenues from these units are
received upfront when planning permission is achieved.

The introduction of the Environment Act 2021 has been a
catalyst for this market. The Act requires all developments
in England to provide a mandatory minimum 10% BNG as a
condition of planning. If developments cannot achieve this
BNG onsite, they have the option to purchase BNG units
offsite from private providers. Corporates can also use BNG
credits to mitigate their nature-related impacts and potential
dependencies and risks on a voluntary basis, generating
financial returns for investors.

In 2021, Gresham House became the founding investor

in Environment Bank, a UK business dedicated to nature
recovery. Environment Bank addresses biodiversity loss and
ecosystem collapse through privately funded habitat banks,
which are one of the best ways to meet BNG requirements and
deliver positive environmental impacts. With adequate private
capital and incorporation into risk management strategies, this
approach could play a crucial role in addressing the nature and
climate crises.

5. UN Environment Programme, State of Finance for Nature
report, December 2023

3 Regeneration

So far, the network of sites delivered by
Environment Bank includes:

Establishing vital habitats such as
ponds, woodland, heathland, and
lowland meadows

‘ Creating more than 7km of new hedgerow
in addition to the 60km that have been

» retained and enhanced.®

This will support a range of key species of wildlife,

including nightingales, turtle doves, brown hares, great

crested newts, common toads, and a vast variety of
pollinating invertebrates.

However, to date there has been underinvestmentin
nature-based solutions. The UN's State of Finance for
Nature report 2023 shows that US$7 trillion of public and
private capital flows into nature-negative activities annually,
while only US$200 billion per year is directed towards
nature-based solutions that promote a stable climate,
healthy land and nature.

The same report highlights that private finance investments
that have a directly negative impact on nature are US$5
trillion, which is 140 times larger than private investments
into positive nature-based solutions (NbS).”

6. Environment Bank Limited, November 2024

7.UN Environment Programme, State of Finance for Nature
report, December 2023


https://www.unep.org/resources/state-finance-nature-2023
https://www.unep.org/resources/state-finance-nature-2023
https://www.unep.org/resources/state-finance-nature-2023
https://www.unep.org/resources/state-finance-nature-2023
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Habitat banks in practice

The Lawton Principles focus on improving
habitat quality, increasing the size of wildlife
sites, enhancing connectivity between
sites, creating new sites, and reducing
pressures on wildlife.

Environment Bank has established a
38-hectare habitat bank site near Milton
Keynes, known as Wood Farm.

The habitats at Wood Farm will link ancient woodland and
local wildlife sites, providing the farm and campsite with
income diversification.

Environment Bank’s habitat bank enhances and connects
natural habitats, following the Lawton Principles, to create
better environments for wildlife and invertebrates, offering
superior outcomes for nature.®

Target habitats on the farm include:

= Lowland meadows; supporting diverse plants and wildlife

= Other neutral grassland; creating a home for various
invertebrates and birds

= Mixed scrub; providing shelter and food for many species
= Native species-rich hedgerows; crucial for wildlife
movement and shelter

These habitats have been identified in collaboration with
the landowner, considering the area’s wider landscape
character and the site's environmental condition.

8. GOV.UK, UK international climate finance strategy, March 2023
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- a case study

Over time working with Environment Bank, the Gresham House
team expect the project will see a dramatic increase in soil
quality, helping to rebuild the ecosystem services on the site,
locking up water and carbon and helping to provide improved
air and water quality locally. The habitats proposed on-site have
the potential to attract species native to the area not currently
present, such as nightingale, garden warbler and turtle dove.®

Over the next 30 years, the aimis that this site reaches the
conditions to be maintained as a high-quality habitat, delivering
net gains in biodiversity.

Nature-based solutions such as habitat banks and BNG
initiatives, if delivered at scale globally, could have the potential
to deliver up to 10Gt of CO,, savings per year.™® This is equivalent
to the emissions of the US, EU, and Japan combined.”

By facilitating the planning process for new developments,
habitat banks support the wider social and economic need for
more homes and development in England, with market experts
predicting this could translate into up to £400mn per annum of
offsite BNG credit requirements indefinitely.®

Habitat banking is one of the best ways to address the
challenges posed by the BNG requirements and deliver positive
impact - with the right amount of private capital backing, it
could play a crucial role in solving the nature and climate crises.

9. UN Environment Programme, State of Finance for
Nature, December 2023

10. Environment Bank Limited, November 2024
11. Nature 2021


https://www.gov.uk/government/publications/uk-international-climate-finance-strategy
https://www.unep.org/resources/state-finance-nature-2023
https://www.unep.org/resources/state-finance-nature-2023

Broad universe of investible platforms

for regeneration

Looking beyond habitat banks, regeneration
as a theme covers a broad universe of
innovative solutions that all aim to provide a
wide range of ecosystem services that are
essential to sustain our economies, health,
and well-being.

Ecosystem services are the benefits people and businesses
receive from nature, such as pollination, water purification,
climate regulation, and sail fertility. When ecosystems
degrade - due to deforestation, pollution, overfishing,
intensive agriculture, mining or climate change - the cost

of replacing or mitigating the loss of these services falls

on the economy.'

Much like the BNG, nutrient neutrality is another key area
of focus for the UK Government due to the large issue

of nutrient pollution across a number of areas in the UK.
Nutrient pollution - which refers to the excessive presence
of nutrients, primarily nitrogen and phosphorus, in water
bodies and ecosystems - is leading to water quality
degradation, biodiversity loss and is harming aquatic

and human life.

The primary causes of nutrient pollution in the UK include
agricultural run-off from excessive fertiliser use and effluent
discharges from wastewater treatment processes. Since
the mid-20th century, global fertiliser use has increased
tenfold, leading to a 43% rise in nitrogen discharges from
rivers into the sea between 1970 and 2000, with agriculture
contributing significantly more than sewage. Other sources
include atmospheric particles from vehicle emissions

and power plants. Urban wastewater is the main source

of phosphate pollution (80%) and about 30% of nitrate
pollution, while agriculture contributes 50-60% of nitrate
leaching and around 20% of phosphate pollution.”

12. Ocean Protect, Marine Pollution, at November 2024
(Breitburg et al., 2018)
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Similar investment propositions to BNG continue to develop
including wetland restoration for water purification whereby
the developer can sell environmental credits or receive
ecosystem service payments for companies and local
governments seeking to meet water quality targets

While other investment opportunities centre around the
development of alternative and more sustainable products
for the agriculture sector such as:

Unpg

PUTTING CARBON IN ITS PLACE

UNDO

who are on a mission of removing
carbon from the atmosphere and
improving soil health.

BeeHero
o BeeHero the world's leading provider of
pollination services.
SOLASTA Bio
SOLASTA Bio who have created a novel insecticide

that ensures crops are protected
without chemicals.

Many of these investment opportunities and markets are
still at an early-stage but are increasingly being recognised
for their potential to not only generate sustainable profits
but also contribute to the restoration and preservation of
the natural systems that support life on Earth.

Whether through biodiversity offsets, ecosystem service
payments or regenerative agriculture products, these
investments are part of the growing movement toward a
more nature-positive economy.


https://www.oceanprotect.org/resources/issue-briefs/marine-pollution/
https://www.oceanprotect.org/resources/issue-briefs/marine-pollution/

A turnaround for nature

A major turnaround for nature is needed.

Unless the real economy and financial system
reduce the financing of nature-negative
activities (i.e. greening finance), actions to scale
up investment in nature-based solutions (i.e.
financing green) will be insufficient to tackle the
climate, biodiversity and degradation crises and
collapse of these systems, and life as we know
it, will be unavoidable.
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Benefits of investing in regeneration

Environmental impact

Investing in regeneration
restores biodiversity and
enhances ecosystems,
mitigates climate change by
sequestering carbon, and
improves soil quality, water
purification, and air quality.

Economic opportunities

These investments generate
sustainable profits through
BNG units, provide financial
incentives for landowners
and developers, and support
the planning process for
new developments.

Wildlife support

Creating interconnected
habitats supports a wide
range of species and
enhances the resilience of
natural systems.

Social and economic

Nature-based solutions
could create 32 million jobs
by 2030 and contribute

to the wellbeing of

local communities.’

13. Smart Water Magazine, January 2025
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Summary

Investing in nature-based solutions, such as habitat banks
and regenerative agriculture, represents a crucial shift
towards a more sustainable and nature-positive economy.
These initiatives address biodiversity loss, ecosystem
degradation, and climate change, offering significant
environmental benefits and viable financial opportunities.

Projects like those led by Gresham House and Environment
Bank demonstrate the potential for private capital to drive
positive environmental change. Only through a concerted
effort to align economic activities with environmental
sustainability can we hope to avert the collapse of natural
systems and ensure a thriving planet for future generations.

To find out more about Sustainable Infrastructure
and how Regeneration could help you meet your
financial and sustainability objectives please getin
touch with:

Heather Fleming
Managing Director, Institutional Business

M: +44 (0) 7872 685 532
E: h.fleming@greshamhouse.com

Claire Glennon
Head of UK Institutional Sales

M: +44 (0) 7788 291 515
E: c.glennon@greshamhouse.com

Alastair Leather, CFA

Director, Institutional Distribution

T: +44 (0)2081 540 351
E: a.leather@greshamhouse.com
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Important information

This document (the Document) is furnished by Gresham House Asset Management Limited (Gresham House) for
information purposes only. This Document, its contents and any information provided or discussed in connection with
Gresham House are strictly private and confidential and may not be reproduced, redistributed or passed on, directly or
indirectly, to any other person or published, in whole or in part, for any purpose, without the consent of Gresham House
(provided that you may disclose this Document on a confidential basis to your legal, tax or investment advisers (if any) for
the purposes of obtaining advice). Acceptance of delivery of any part of the Document by you constitutes unconditional
acceptance of the terms and conditions of this notice. This Document does not itself constitute an offer to subscribe for
or purchase any limited partnership interests or other securities. This Document is not intended to be relied upon as the
basis for an investment decision, and is not, and should not be assumed to be, complete. It is provided for information
purposes only. Any investment is subject to various risks, none of which are outlined herein. All such risks should be
carefully considered by prospective investors before they make any investment decision. You are not entitled to rely on
this Document and no responsibility is accepted by Gresham House or any of its directors, officers, partners, members,
agents or advisers or any other person for any action taken on the basis of the content of this Document. Gresham

House does not undertake to provide the recipient with access to any additional information or to update this Document
or to correct any inaccuracies therein which may become apparent. The views, opinions and forecasts expressed in

this Document are based on Gresham House's research, analysis and/or house views at the time of publication. No
recommendation to buy or sell investments is implied. No undertaking, representation, warranty or other assurance,
express or implied, is made or given by or on behalf of Gresham House or any of its respective directors, officers,
partners, members, agents or advisers or any other person as to the accuracy or completeness of the information or
opinions contained in this Document and no responsibility or liability is accepted by any of them for any such information
or opinions. Past performance is not indicative of future results. The value of investments may fall as well as rise and
investors may not get back the amount invested. Statements contained in this Document that are not historical facts

are based on current expectations, estimates, projections, opinions and beliefs of Gresham House. Such statements
involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed thereon.

In addition, this Document contains ‘forward-looking statements'. Actual events or results or the actual performance

may differ materially from those reflected or contemplated in such forward-looking statements. Certain economic and
market information contained herein may have been obtained from published sources prepared by third parties and in
certain cases may not have been updated through the date hereof. While such sources are believed to be reliable, neither
Gresham House nor any of its directors, partners, members, officers or employees assumes any responsibility for the
accuracy or completeness of such information. If you are in any doubt as to the matters contained in this Document,

you should seek independent advice where necessary. This Document has not been submitted to or approved by the
securities regulatory authority of any state or jurisdiction. For the Attention of United Kingdom Investors. This Document is
intended for distribution in the United Kingdom only to persons who: (i) have professional experience in matters relating to
investments, who are investment professionals, high net worth companies, high net worth unincorporated associations or
partnerships or trustees of high value trusts, and investment personnel of any of the foregoing (each within the meaning of
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005). Please contact a member of the Gresham
House team if you wish toprovide feedback on this document. Gresham House is committed to meeting the needs and
expectations of all stakeholders and welcomes any suggestions to improve its service delivery.

80 Cheapside, London EC2V 6EE =/A\- ‘{
‘_'/5\]\"\.
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