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NET ZERO & BIODIVERSITY

The bio-
diversity
opportunity

Companies that can address biodiversity loss
with commercial solutions and sound
business models present an opportunity for
investors to benefit from a rapidly growing

investment theme.

By Anna Vidndnen

We know biodiversity
boosts our planet’s resil-
ience against threats to our
continued existence, such
as flooding, food scarcity
and infectious diseases.
But its loss also poses
major economic risks, such
as higher material costs
combined with disruptions
to operations, supply
chains and livelihoods, and
contributes to climate
change.

The growing appreciation
of the importance of bio-
diversity is creating a
global policy momentum
and global commitments
to stop biodiversity loss by
2030, and to have a net
positive impact on bio-
diversity from 2050
onwards.'

The transition to more
sustainable economies has
created a multifaceted
engine for innovation and
growth, powering multi-
decade growth opportuni-
ties. Investors don’t have to
choose between positive
biodiversity impact or the
potential for strong finan-
cial returns - financial
sustainability underpins
both goals.

We see four different ways
of approaching biodiver-
sity in investing:

« Invest in companies with
a low negative impact on
biodiversity, creating a
portfolio with a low
biodiversity footprint.

o Integrate material bio-
diversity aspects in
security selection, port-

‘Innovative water
technology, such as
smart metering and

analytics, helps increase
efficiency of water
systems, identifying
eaks and therefore
reducing water loss!
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folio construction and

active ownership (voting
& engagement).

o Invest directly in natural
capital to help protect
and restore biodiversity.

o Invest in companies that
provide solutions to help
society transition to a
lower biodiversity impact
society — that portfolio
could be very different
from a low biodiversity
footprint portfolio.

Each approach has a role to
play, but investing in
solutions is a relatively new
idea. Investing in solutions
provides the opportunity for
investors to not only help
protect biodiversity, but to
benefit from the financial
growth of companies that
are creating the products
and services that do so.

We believe that innovative
companies with sound
business models that are
providing commercial
solutions to preserve nature
will be the winners of the
biodiversity transition.

Here are some examples of
the approaches that we
think could make a differ-
ence to biodiversity and

the companies that are
leading the way in putting
them into practice.

Precision agriculture
Agriculture is responsible
for 80% of deforestation
and uses 50%? of habitable
land, while one third of all
food produced is wasted®.
Precision agriculture has
the potential to meet
growing demand for food
whilst reducing the use of
pesticides and water.

‘See and Spray’ technology
developed by agricultural
equipment manufacturer
John Deere & Co, for
example, captures images
of crops and processes
them in the cloud to enable
more targeted application
of herbicides, reducing
their use by up to two-
thirds and offering both a
positive impact on bio-
diversity and improved
farmer profitability.

Environmentally
responsible waste
treatment

Humans are exploiting
nature far more rapidly
than it can renew itself:
society’s current rate

of consumption equates to
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‘Precision agriculture has
the potential to meet
growing demand for food
whilst reducing the use of
pesticides and water’

the resource use of 1.8
planets* (2.8 in Europe®)
each year. It’s crucial we
move towards a more
circular consumption
model where more resourc-
es are re-used and recycled.

Republic Services offers a
holistic suite of sustainable
solutions across residential
and business-scale recy-
cling and waste services, as
well as an environmental
solutions division provid-
ing environmentally re-
sponsible waste treatment,
exploration and produc-
tion innovation.® The
company is building on its
already significant position
in the sustainable waste
management and recycling
industry by continuing to
embrace new technologies
and open new facilities,
such as its recent Polymer
Centre in Las Vegas. The
facility is expected to
produce more than 50,000
tonnes of high-quality
recycled plastics annually.
Its rollout is enhanced by a
partnership with a spe-
cialist polymer processing
company that enables
Republic Services to sup-
ply the strict packaging
quality requirements
demanded by food and
beverage manufacturers.
Three more locations are
planned by 2026 to further
establish its position in this
growth market in the US.”

Efficient water use
Ageing infrastructure, often
driven by poor water-related
governance in some de-

veloped countries in North
America and Europe, is
responsible for the loss of
considerable freshwater
volumes on an ongoing
basis. For example, it is
estimated that two trillion
gallons of drinking water

- equivalent to 15% of total
fresh water supplies - is lost
to leaks in the US every
year.® As global water de-
mand rises with population
growth, it is estimated that
almost six billion people will
suffer from clean water
scarcity by 2050, further
strengthening the demand
to minimise its loss.’

Innovative water tech-
nology, such as smart
metering and analytics,
helps increase efficiency of
water systems, identifying
leaks and therefore reduc-
ing water loss. Companies
addressing these issues
have the potential to be-
nefit from this rising need.

Xylem, for example, is a
water technology company
that develops and maintains
solutions for the delivery
and use of drinking water, as
well as the treatment of
wastewater on an industrial
scale. The largest slice of its
revenue is derived from
water infrastructure de-
signed to collect, treat and
distribute wastewater.

Xylem also offers water
solutions and services to
commercial, residential
and industrial clients
alongside advanced,
‘smart’ water meters and

analytics. The company’s
commitment to research
and development allows it
to develop sophisticated
ways to improve efficiency
and reduce needless waste
from inadequate water
distribution systems or
lack of detailed measure-
ment capabilities.

Acting on biodiversity
requires more than good
intentions. The ability to
deliver — as a service and as
a business - is just as
important. Companies
identifying the winners of
the biodiversity transition
could help investors to-
wards a mutually satisfying
future for their financial
goals, the planet, and the
continued viability of our
global economies. B
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Important information

Companies shown are for illustrative purposes
only as of 25/06/2024. It does not constitute in-
vestment research or financial analysis relating
to transactions in financial instruments, nor
does it constitute an offer to buy or sell any in-
vestments, products or services, and should not
be considered as solicitation or investment, legal
or tax advice, a recommendation for an invest-
ment strategy or a personalised recommendati-
on to buy or sell securities.

This document is for informational purposes
only and does not constitute investment re-
search or financial analysis relating to transacti-
ons in financial instruments as per MIF Directive
(2014/65/UE), nor does it constitute on the part
of AXA Investment Managers or its affiliated
companies an offer to buy or sell any invest-
ments, products or services, and should not be
considered as solicitation or investment, legal or
tax advice, a recommendation for an investment
strategy or a personalized recommendation to
buy or sell securities.

Due to its simplification, this document is partial
and opinions, estimates and forecasts herein are
subjective and subject to change without notice.
There is no guarantee forecasts made will come
to pass. Data, figures, declarations, analysis, pre-
dictions and other information in this document
is provided based on our state of knowledge at
the time of creation of this document. Whilst
every care is taken, no representation or war-
ranty (including liability towards third parties),
express or implied, is made as to the accuracy,
reliability or completeness of the information
contained herein. Reliance upon information in
this material is at the sole discretion of the reci-
pient. This material does not contain sufficient
information to support an investment decision.
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SUMMARY

There is a growing
appreciation of the

role that protecting the
natural environment plays
in addressing climate
change and the economic
importance of biodiversity.

The transition to a nature
positive economy is a multi-
decade growth opportunity.

Companies that can address
biodiversity loss with
commercial solutions and
sound business models
present the potential for
long-term financial returns.
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