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BIODIVERSITY - Why now?

The importance of biodiversity

Nature is critical to human life but it is
under increasing stress — because of us

Variety in animals, plants, fungi and even microorganisms
like bacteria is vital for the survival of ecosystems

Ecosystem “services” are critical in provision of clean air,
water, food, healthy soils, pollination

Nature helps save lives — many medicines, especially anti-
infectives and anti-cancer agents, originated from plants,
fungi or bacteria

Healthy forests help to stabilize our climate, clean the air,
and guarantee water supply

70% of the Earth is covered with water; without ocean
there is no life

Biodiversity and ecosystem services are the basis of our
economies and societies; value estimated at

$120-145 trillion per annum or 1.5x
value of global GDP

Human activity, such as consumption

and energy needs, has severely altered 750/0
of the earth’s surface and 66% of the marine
environment

Average species population sizes fell by 68% between
1970 and 2016, with some Australian populations
plummeting by 97%

1 million uiuiife species and one in five plant
species are threatened with extinction

Such is the human impact on nature, scientists believe we
are now entering a new geological epoch, the

Anthropocene

600/0 of emergent infectious diseases come from animals.
Unsustainable agriculture and increased exploitation of wildlife is
contributing to the emergence of zoonotic diseases, such as
Covid-19

It is estimated that damage to our eco- $10t|1
systems and the associated loss of biodiversity
could represent risk to global economy of by 2050

Source: Impact data from company report September 2020 & Federated Hermes proprietary Impact Database. Deforestation data sourced from FSC and JP Morgan Research.
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Human activity is eroding the world’s biodiversity

FIGURE 1:

Human activity is eroding the world’s ecological foundations

1/3 of the
world’s
topsoil

has been
degraded

The Amazon
has lost 17%
of its size in
the past

50 years

More than
85% of
wetlands
have been lost

32% of the
world’s forest
area has been
destroyed

Terrestrial ecosystems

At least 55%
of ocean area
is covered

by industrial
fishing

33% of fish
stocks are
overfished

50% of the
world's coral
reef system
has been
destroyed

Oceanic ecosystems

83%
population
decline
across
freshwater
species since
1970

41% of
known insect
species have

declined in the
past decades

60%
population
decline
across
vertebrate
species since
1970

Source: IPBES, 2019, “Global assessment report on bicdiversity and ecosystem services”; Maria-Helena Semedo of the Food and Agriculture Organization (FAQ) at World Soil
Day 2014; The Economist, 2019, “On the brink — The Amazon is approaching an irreversible tipping point”; WWF, 2018, “Living planet report — 2018: Aiming higher”;
F. Sanchez-Bayo and K.A.G. Wyckhuys, 2019, “Worldwide decline of the entomofauna: A review of its drivers”, Biological Conservation.

Source: WEF New Nature Economy Report 2020.pdf (weforum.org).
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http://www3.weforum.org/docs/WEF_New_Nature_Economy_Report_2020.pdf

Homo sapiens - the global crisis

2022 2050

8 billion 10-12 billion

Food

* Each year 80 billion land animals
are killed for food

* Unsustainable agriculture is the main
cause of deforestation

Source: Sentientmedia.org, Wikipedia, weforum.org.

Energy Water

* Energy demand to increase by 50% * Global water usage: 70%
by 2050 agriculture, 20% industry, 10%

* Renewables accounted for 29% of domestic

total energy consumption in 2020 * By 2050 c 6bn people will not have
access to clean water
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Food production - the chain reaction

-Agriculture a/c
for 11%! of
global GHG and
25%!1 incl land
use change

-Beef farming
a/c for 40%1

and dairy for

20%1

-EU 10%!1! GHG
is from farming
of which 70%!1
from livestock

-Livestock and
dairy farming
use 77%!1 of
agri land but
only provide
18%! of calories
intake and
37%1 of protein
supply

-68%1! of agri
land is used for
animal
production

-World needs
topsoil to grow
959%1! of its food

-Soil
degradation
reduces yields
by 50%1

-At current rate
of use 90%?! of
soil will be
degraded by
2050

-Agri industry
a/c for 70%?2 of
freshwater
withdrawals

-98%:2 of water
usage for

animals is for
feed

-Beef water use
is 10.2L/kcal vs
cereal at
0.5L/kcal?

Source: ! Half of the world’s habitable land is used for agriculture - Our World in Data, Chatham House Earth Observatory, Rural 21. 2 Bank of America Merrill Lynch.
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Biodiversity loss focus for the next decade

Where are we now?

S&P Global Trucost analysis:
e 3,500 companies representing 85% of the global market cap

e 65% of company business models align with at least one of
the UN SDGs

e <1% align with SDGs 14 and 15

Most sectors rely on biodiversity, yet corporates fail to take it
into account in the context of supply chain, risk management,
product and strategy

3 systems - food, land and ocean use; infrastructure and the
built environment; energy and extractives - are responsible for
endangering 80% of threatened or near threatened species

The alarming decline in biodiversity must be reversed urgently -
over 50% of global GDP is highly or moderately dependent on
nature

Failure to act could pose a systemic risk to the global economy
and result in the collapse of food systems and huge financial
repercussions

(spglobal.com).

Change in land
use and sea use

Invasive alien
species

The five

a main
3 drivers of

biodiversity
loss

Sources: IPBES Report (2019), EQOS, Our Commitment to Nature (2021), WWF and ZSL, Living Planet Report (2020), Seven ESG Trends to Watch in 2021 | S&P Global

BD014004

Biodiversity | June 2024

Federated
Hermes

Limited

(@)


https://www.un.org/sustainabledevelopment/blog/2019/05/nature-decline-unprecedented-report/
https://www.hermes-investment.com/uki/eos-insight/eos/our-commitment-to-nature/
https://www.wwf.org.uk/sites/default/files/2020-09/LPR20_Full_report.pdf
https://www.spglobal.com/en/research-insights/featured/seven-esg-trends-to-watch-in-2021
https://www.spglobal.com/en/research-insights/featured/seven-esg-trends-to-watch-in-2021

What does biodiversity loss mean for the economy and companies?

Business Risks Economic Risks

Physical Fluctuations in raw

) material costs
Operational

Reputational Disruptions in operations
and supply chains

Regulator : : .
g Y Direct impacts on various

Legal sectors

Financial

Sectors with largest biodiversity impact &
biggest transition opportunity

Agri-food
Manufacturing
Extractives
Healthcare
Financial services

Opportunities for
Businesses

@ Improve efficiency of
production processes

Focus on negative
impacts

Strengthen supply chain
management
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Orange crop - liquid gold?

e

Source: Wall Street Journal, US Department of Agriculture.

driven by disease, freezing weather and two

2023 - Florida ora ‘ge crop smallest in 90 years
hurricanes }

93% decline from the peak output in 1998

Smaller crop than California for the first time since

Production at 18m or 50% reduction vs 2022 and
WWII

Fruit smaller than average so need more oranges per
box to squeeze for the same amount of juice

Retail juice price not from concentrate at $10/gallon
or double the cost 20 years ago

Long term trend is for production to continue
declining because of disease (caused by urbanisation)

2024 - orange juice prices soar to record highs due
to bad weather and disease in Brazil
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Regulation shaping investment landscape

Policy and regulation driving momentum

Global Convention on EU Sustainable
Biodiversity Biological Finance
Framework Diversity Disclosure & EU

(GBF) (CBD) Taxonomy

Science-Based
Targets for
Nature (SBTN)
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GBF - The Paris moment for nature

30x30 - Effective conservation and management of at least
30% of the world’s lands, inland waters, coastal areas and
oceans, with emphasis on areas of particular importance for
biodiversity and ecosystem functioning and services

Restoration completed on at least 30% of degraded
terrestrial, inland waters, and coastal and marine
ecosystems

Reduce to near zero the loss of areas of high biodiversity
importance, including ecosystems of high ecological integrity

Cut global food waste in half and significantly reduce
overconsumption and waste generation

Reduce by half both excess nutrients and the overall risk
posed by pesticides and highly hazardous chemicals

Progressively phase out or reform by 2030 subsidies that
harm biodiversity by at least $500bn p.a., while scaling up
positive incentives for biodiversity’s conservation and
sustainable use

Source: The Global Biodiversity Framework (GBF), COP15 (Montreal).

Mobilize by 2030 at least $200bn p.a. in domestic and
international biodiversity-related funding from public and
private sources

Raise international finance flows from developed to
developing countries, to at least US$20bn p.a. by 2025 &
US$30bn by 2030 p.a.

Prevent the introduction of priority invasive alien species,
and reduce by at least half the introduction and
establishment of other known or potential invasive alien
species, and eradicate or control invasive alien species on
islands and other priority sites

Require large and transnational companies and financial
institutions to monitor, assess, and transparently disclose
their risks, dependencies and impacts on biodiversity through
their operations, supply and value chains and portfolios
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Capital flows will increase significantly

Expectations on capital flows

Energy Transition

Climate Change

Biodiversity Loss

Deforestation

Food Security

Blue Economy & Water Scarcity
Circular Economy

Health & Wellbeing

Social Factors

Antimicrobial Resistance

0%

Source: Citi Research.

23%
19%
17%
15%
14%
13%
12%
6%
10% 20%

30%

40%

50%

58%

60%

70%

70%

80%
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Biodiversity alignment with SDGs

More than 80% of SDGs are reliant on biodiversity

17 PARTNERSHIPS
FORTHE GOALS

1 EgV[lT'

o Direct impact on biodiversity

/AND WELL-BEING

CLEANWATER AFFORDABLE AND SUSTAINABLE GITIES RESPONSIBLE CLIMATE LIFE
ANDSANITATION GLEAN ENERGY " ANDCOMMUNITIES 12 CONSUMPTION 1 ACTION 1 BELOW WATER
ANDPRODUCTION

4 QUALITY
EDUCATION

SUSTAINABLE o

DEVELOPMENT _—

] EQUALITY

NO GOOD HEALTH GENDER INDUSTRY, INNOVATION
POVERTY AND WELL-BEING EQUALITY AND INFRASTRUCTURE

AL
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12 CCONSUMPTION ' ~
ANDPRODUCTION (‘.‘\

B GLEAN WATER
AND SANITATION
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REDUCED

10 INEQUALITIES 8 DECENT WORK AND
ECONOMIC GROWTH

Sources: For illustrative purposes only. The 17 United Nations Sustainable Development Goals (SDGs).
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More than 1.5

billion people are
employed in

agriculture of

whom 60% are
i <
Indigenous people located in EM 3
a/c for only 5% of Agriculture sector =
i )
global population but has the.hlghest 2
safeguard 80% of level of informal :
biodiversity employment at >
93% globally =
o
2
©
ie]
o

Women account for
40%+ of the workforce
in agriculture, forestry
and fishery with limited
or no rights and no
access to financial
sector

33% of humanity
and 35% of food
production depends
on forests; 52 million
people depend on
forests for their

Fishing sector livelihood I l L
employs 65 E
million people E' %
3E

bl
0.9
e

Source: WWF, Naidoo et al., 2019. 'S’ refers to Social in ESG.
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The way forward

Food systems Consumption

Finance

Source: doughnutnomics.org.

air Polluuo,,
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The role of finance

Fiduciary duty

Analysis of portfolios/asset
allocation

Impacts and
Dependencies

Avoidance

Source: Protecting nature by reforming environmentally harmful subsidies.

@ Nature positive transition
could create 395 mil jobs
by 2030

Investments in ecosystem
restoration generate app

3.7x as many jobs as oil &
gas capex

@ AUM to increase from
$2.9bn to $400bn by
2030
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Investments should drive system resiliency

Ag & Machinery

INPUTS neattn PRODUCTION

Aquaculture

Agriculture
dairy
crop
meat

CONSUMPTION
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Important information

The value of investments and income from them may go down as well as up,
and you may not get back the original amount invested. Past performance is
not a reliable indicator of future results.

For professional investors only. This is a marketing communication. The views and
opinions contained herein are those of Ingrid Kukuljan, Head of Impact & Sustainable
Investing, and may not necessarily represent views expressed or reflected in other
communications, strategies or products. The information herein is believed to be
reliable, but Federated Hermes does not warrant its completeness or accuracy. No
responsibility can be accepted for errors of fact or opinion. This material is not
intended to provide and should not be relied on for accounting, legal or tax advice, or
investment recommendations. This document has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient.
This document is published solely for informational purposes and is not to be
construed as a solicitation or an offer to buy or sell any securities or related financial

instruments. Figures, unless otherwise indicated, are sourced from Federated Hermes.

Whilst Federated Hermes has attempted to ensure the accuracy of the data it is
reporting, it makes no representations or warranties, expressed or implied, as to the
accuracy or completeness of the information reported. The data contained in this
document is for informational purposes only, and should not be relied upon to make
investment decisions. Federated Hermes shall not be liable for any loss or damage
resulting from the use of any information contained on these pages. This document is
not investment research and is available to any investment firm wishing to receive it.
The distribution of the information contained in this document in certain jurisdictions
may be restricted and, accordingly, persons into whose possession this document
comes are required to make themselves aware of and to observe such restrictions.

Issued and approved by Hermes Investment Management Limited ("HIML") which is
authorised and regulated by the Financial Conduct Authority. Registered address:
Sixth Floor, 150 Cheapside, London EC2V 6ET. HIML is a registered investment
adviser with the United States Securities and Exchange Commission (*SEC”").
Distributed in the EU by Hermes Fund Managers Ireland Limited which is authorised
and regulated by the Central Bank of Ireland. Registered address: 7/8 Upper Mount
Street, Dublin 2, Ireland, DO2 FT59.
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Federated Hermes
Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide specialised capabilities across
equity, fixed income and private markets, multi-asset and liquidity management strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, where possible, to
contribute to positive outcomes that benefit the wider world.

Our investment and stewardship capabilities:

@ Active equities: global and regional

Fixed income: across regions, sectors and the yield curve
Liquidity: solutions driven by five decades of experience

Private markets: private equity, private credit, real estate, infrastructure and natural capital

Stewardship: corporate engagement, proxy voting, policy advocacy

For more information, visit www.hermes-investment.com or connect with us on social media: m

§ saGLoBAL
ISO 14001
Environmental
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