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Key Points:

* Biodiversity is crucial for the resilience and functionality of ecosystems, directly impacting property values.

e Climate change exacerbates biodiversity loss, posing financial risks to mortgage portfolios.

e Achmea Mortgages promotes biodiversity conservation through innovative financing solutions and incentives.

Biodiversity and climate change are closely interlinked It is essential for the resilience and functionality of
challenges that affect not only the environment but also ecosystems, which provide numerous services that
the financial sector. This article explores the relationship humans rely on. In urban environments, especially in
between biodiversity loss and climate change, and the densely populated countries like the Netherlands,
potential impact on investments in Dutch residential maintaining biodiversity is crucial to support local
mortgages. Additionally, adaptation measures are ecosystems.
discussed to mitigate these risks and methods to measure
and promote biodiversity. The primary drivers of biodiversity loss include habitat
destruction, pollution, climate change, and invasive
The world is losing biodiversity at a rapid pace species. Each of these factors contributes to the
Biodiversity encompasses the variety of life on Earth, degradation of natural habitats and the extinction of
within species, between species, and of ecosystems. species, leading to a further decline in ecosystem services.
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This artwork illustrates the main findings of the article, but does not intend to accurately represent its results (ht /doi.org/10.. 705-y)

Biodiversity loss has been severe since 1970, but it is possible to halt further losses (source: WUR)
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https://www.wur.nl/en/newsarticle/global-biodiversity-loss-bending-the-curve-of-terrestrial-biodiversity-needs-an-integrated-strategy.htm

The link between biodiversity loss and
climate change

Climate change exacerbates biodiversity loss by altering
habitats and increasing the frequency of extreme
weather events. Conversely, preserving biodiversity
can enhance climate adaptation and mitigation efforts.
For instance, protecting urban greenery helps sequester
carbon, maintain ecosystem resilience, and support
climate regulation. The loss of biodiversity, however,
creates a self-reinforcing cycle where rising global
temperatures accelerate species extinction, further
degrading ecosystems and their ability to provide
critical services.

Provisioning services
* Food production

e Water

* Building materials

* Energy

Ecosystem services and their importance
Ecosystem services are the benefits that humans receive
from nature, often categorized into four types: supporting,
provisioning, regulating, and cultural services. These
services include food production, water purification,
climate regulation, and recreational opportunities.

The degradation of ecosystems due to biodiversity loss
and climate change undermines these services, posing
significant risks to human well-being and economic
stability. While these services are “free of charge,”
neglecting them can lead to substantial societal costs.

Supporting services
* Nutrient cycling

* Soil formation

* Primary production

* Habitat provision

ECOSYSTEM SERVICES

‘FREE OF CHARGE’

Cultural services
* Aesthetic

e Educational

* Recreational

e Spiritual

Regulating services
¢ Climate regulation

* Food regulation

* Water purification

* Pollination

* Disease control
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Transmission channels

Endogenous risk (impact of
financed activities on nature)

Sources
of risk

Nature

Degradation of nature
and its ecosystems
driven by:

- Land use change

- Overexploitation

- Climate change

- Pollution

- Invasive alien species

Physical risk

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

and hydrological cycle regulation
- Water capture and filtration
- Soil quality
- Hazard protection from storms
and floods

Technology
- Consumer and investor
preferences

Economic
risks

Micro

Feedback between economy
and financial sector

— 1

Contagion within
financial system

F
risk

Strategic risk

- Increased uncertainty
- Change of business model

- Increases in defaults
- Collateral depreciation

- Repricing of assets
- Fire sales

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

- Habitat, species and biodiversity
intactness ‘
Risks from
depend e
N and impact
on nature
iy
Misalignment with actions aimed
at protecting, restoring, and/or
reducing negative impacts on
nature, e.g. via:
- Regulation/policy/legal precedent

Underwriting risk

- Increased insured losses
- Increased insurance gap

Macroeconomic effects, e.g. via: quu id 8% risk

- Prices - Shortages of liquid assets
- Productivity - Refinancing risk

- Trade and capital flows
Operational risk

- Capital (investment
needs/depreciation)

- Disruption of financial institution’s

processes

Regional/sectoral I

- Socio-economic changes
- Fiscal balances

Source: Svartzman, R. et al. (2021) A “Silent Spring” for the financial system? Exploring Biodiversity-Related Financial Risk in France

Financial risks related to biodiversity

within a mortgage portfolio

Nature-related financial risks arise from an organization's

dependency on or impact on nature and biodiversity.

For example these risks can be:

e Physical: e.g., property damage from extreme
weather events.

e Transitional: e.g., changes in regulations or market
preferences.

For mortgage investors, these risks translate into
potential economic disruptions that can affect the value
and performance of their investments. The following
diagram illustrates the link between financial risk and
natural related transmission channels.

Biodiversity and the built environment
Biodiversity is not limited to areas outside urban zones.
Cities and villages host diverse ecosystems that provide
a wide range of services. Green spaces, roofs, and gardens
provide habitat for wildlife like bees and birds, sequester
carbon, reduce the impact of high temperatures, and
buffer water during rainstorms.

It is essential to protect, expand and support these
aspects, especially as climate change is making climate
adaptivity even more important. Locations lacking
biodiversity may face greater challenges during extreme
weather events compared to those with more biodiverse
landscapes for example.

Biodiversity and Achmea Mortgages
Achmea Mortgages recognizes the importance of
biodiversity and its direct impact on the property value
and resilience of residential mortgage portfolios.
Investors must consider how biodiversity loss and
climate change can affect property values, as healthy
ecosystems provide essential services such as flood
protection, air and water purification, and recreational
opportunities. Increased biodiversity also contributes to
climate mitigation, reducing long-term climate risks.

In response, Achmea Dutch Mortgages has implemented
several measures to promote biodiversity conservation.

Actions to stimulate biodiversity conservation within

mortgages include:

e Offering financing options for green roofs at discoun-
ted mortgage rates
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e Developing a biodiversity package for new customers
e Providing financial incentives for green roof invest-
ments through the Centaal Beheer Climate Store

These initiatives not only support environmental
sustainability but also enhance the attractiveness and
resilience of the mortgage portfolio. Measuring
biodiversity in the portfolio involves assessing the
presence and diversity of green spaces and other
biodiversity-enhancing features. A follow-up article will
further explore how natural capital accounting and
ecosystem services can be used to evaluate biodiversity
within mortgage portfolios.

Further actions to take to stimulate
biodiversity conservation within
residential mortgages

In the context of increasing climate change and
biodiversity loss, integrating environmental sustainability
into residential mortgage portfolios is becoming crucial.
Achmea Mortgages is dedicated to promoting
biodiversity conservation through innovative financing
solutions and incentives.

Measuring biodiversity

Measure the biodiversity status of properties within
the portfolio. This involves evaluating the presence
and diversity of green spaces and further biodiversity
promoting measures. In a follow up on this paper we
will illustrate how this can be done within a mortgage
portfolio by using the concepts of natural capital
accounting and ecosystem services.

Mitigating vulnerabilities

Develop and implement plans to address vulnerable
areas in the portfolio. This could include retrofitting
buildings to incorporate green roofs and enhancing
natural habitats around residential areas. Additionally,
it is crucial to educate clients on cost-free actions that
can enhance biodiversity, such as lifting and stacking

garden tiles to create shelters for organisms while
simultaneously promoting rainwater absorption.

Reporting and transparency

Regularly report on the actions taken to mitigate
biodiversity and climate risks. Transparency in these
efforts demonstrates a commitment to sustainability.

Financing sustainable projects

Consider financing projects that promote biodiversity
and climate resilience. For example, offering mortgages
with favorable terms for properties that include a link
with biodiversity or other sustainable features can
encourage environmentally friendly practices.

Final Thoughts

Integrating environmental sustainability into residential
mortgage portfolios is becoming increasingly crucial in
the face of climate change and biodiversity loss.
Achmea Mortgages is committed to promoting biodiversity
conservation through innovative financing solutions

and incentives. By measuring biodiversity, addressing
vulnerabilities, and ensuring transparency, Achmea
Mortgages can enhance the resilience and attractiveness
of residential properties while contributing to broader
environmental preservation goals. These efforts not
only support biodiversity but also mitigate financial risks
and improve the overall quality of life for homeowners

and the environment.

Abdel el Amrani
Portfolio Manager

E Abdel.el.Amrani{dachmea.nl

www.achmeamortgages.nl

Disclaimer

Achmea Mortgage Funds B.V. ('Achmea Mortgages'), having its registered office in Amsterdam (Chamber of Commerce no. 88585670), is an investment manager specialized in solutions for individual and
collective investments in residential mortgage loans. Achmea Mortgages is authorised by the Netherlands Authority for the Financial Markets pursuant to section 2:65 sub a of the Dutch Financial
Supervision Act (Wet op het financieel toezicht, ‘Wft’) to manage alternative investment funds and provide the investment services portfolio management and investment advice for professional investors
within the meaning of section 1:1 Wft. The information in this document is solely intended for professional investors and is for orientation purposes only. It does not constitute a proposal or an offer to
subscribe to an investment fund or to acquire or obtain financial instruments, individual investment advice or other financial services in any other way, nor is it intended to serve as the basis for any
investment decision. No guarantees or statements are given concerning the accuracy and completeness of the information. No rights can be derived of the information, recommendations and calculated
values provided. The information contained in this document is indicative only, may be subject to change and may be changed without further notification. The value of investments may fluctuate. Results
achieved in the past offer no guarantee for the future. All information contained in this document is owned by or licensed to Achmea Mortgages and is protected by intellectual property rights.
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