Biodiversity is a single word encompassing - quite literally -a
whole world of meaning When we talk about biodiversity;,

we are referring to the variety within and between the Earth's
species, as well as variability within the ecological systems that
these species inhabit (geology, soil, air, and water).

These are the planets natural assets, and biodiversity directly
facilitates a wide range of goods and services for us all, including
our most critical resources: food, water and medicine. Today,
though, the planet’s biodiversity is in crisis. As investors, what
can werealistically do to change this? And - to ask a deeply
uncomfortable question - isit financially worth our while to act?

What does biodiversity
mean for the global
economy?

The global economy is hugely reliant
on well-functioning ecosystems,

and financial markets themselves
are extremely vulnerable to further
loss of biodiversity. According to the
World Economic Forum, more than
half the value of the global output of
goods and services ($44trn) is highly
or moderately dependent on nature.




However, over the past century, the
planet has experienced an unmatched
deterioration in its natural assets. So far,
humans have caused the loss of 83%

of all wild animals and half of all plants."
The loss of wild pollinators around the
planet is already impacting an enormous
range of plants, including major food
crop varieties, as well as species we are
reliant upon for medicinal purposes. In
the water, a third of reef-forming corals,
two-fifths of amphibian species, and
more than a third of marine mammals
are under threat.? The earth and the sea
—though heavily overloaded - provide
the planet’s only true sink for carbon
emissions: the weaker they grow, the
more desperate the climate change
situation becomes. The biodiversity crisis
is real, urgent, and far-reaching.
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Importantly, while global economic
growth has cost the planet dearly, the
depletion of our planet’s biodiversity will
come home to roost for humans unless
we take steps to protect our natural
assets. Some biodiversity declines can
be recovered through the restoration of
damaged ecosystems, but other changes
are already irreversible. If not for the
sake of the planet, then for the sake of
ourselves, it is critical that we act now.

But we need to act collectively — restoring
the planet’s biodiversity simply cannot

be achieved on an individual basis. In

the same way that recycling household
plastic waste and opting for reusable
coffee cups are a step in the right
direction, but cannot alone halt climate
change, small-scale steps like rewilding
one’s own back garden are not enough
to make a real difference in isolation. As
with the climate change crisis, by acting
in unison, investors can play a critical role
in turning the tide for biodiversity loss.
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cancer treatment drugs which are
natural or inspired by nature

Does investing in biodiversity
make financial sense?

Happily, we believe that it makes
both ethical and financial sense to
invest in biodiversity. Unfortunately,
this is currently an overlooked area
for investors, with the investment
community only in the early stages of
awakening to the crisis.

Nevertheless, a number of our
sustainable investment strategies
directly invest in this area through a fund
which identifies companies adopting
innovative approaches to protecting
and restoring biodiversity. The fund’s
manager also has a relationship with
the UK’s Natural History Museum,
helping to determine the validity of
each of the biodiversity-focused stocks
within the fund. Through this fund we
are able to tackle biodiversity loss by
promoting conservation, agricultural
solutions and engaging with indigenous
communities. Our position in this fund
offers something new and different

to our sustainable strategies, and
represents an under-researched and
under-exposed area of high impact and
importance. While this investment is
not suitable for all of our sustainable
strategies (partly because it focuses on
shares, which are relatively higher risk
assets), we expect our position here

to deliver superior growth in financial
terms over the long run.

We are on the lookout for further
opportunities in the area, where we see
potential for robust growth supported
by increased awareness and regulation.
Natural ecosystems are the bedrock
upon which economic growth, our
health, and our livelihoods are built. So,
setting aside ethical considerations or
environmentalist principles, rising to
meet the challenge of protecting and
restoring the planet’s biodiversity is in
our collective best interest.

2|IPBES (Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services)

What are the world’s
policymakers doing to
tackle the biodiversity crisis?

Investors cannot — and should not
have to — act alone. Fortunately (if
a little belatedly), policymakers are
sitting up and taking note of the
crisis.

* Later this year, the in-person
events of the UN Biodiversity
Conference (‘COP15’) are set
to take place in China, with
attendees aiming to produce
biodiversity guidance akin to
the Paris Agreement on climate
change.

In 2015, the international Task
Force on Climate Related
Financial Disclosures (TCFD)
was created, seeking to provide
investors with information about
what businesses are doing to
mitigate climate change risks.
Today, a Taskforce on Nature-
related Financial Disclosures
(TNFD) is also in the works,
aiming to help companies to
report on nature-related risks,
including biodiversity.
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Happily, we believe that it makes
both ethical and financial

sense to invest in biodiversity.
Unfortunately, this is currently
an overlooked area for investors,
with the investment community
only in the early stages of
awakening to the crisis. , ’

Caroline Von Celsing, Investment
Associate
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Assessing the perforimance of our investinent strategies
Our ‘target return’ performance benchmarks

Most of our investment strategies aim to deliver financial returns at levels linked to the rate of UK inflation (measured by the
Consumer Price Index, or CPI). Over any given five-year period, these strategies target returns which are a pre-defined level
above the rate of inflation. Our CPI-linked goals are known as the strategies’ target return benchmarks, and are designed to
help customers evaluate the strategies’ performance in a real-world context. These targeted returns range from CPI+1% for our
lowest risk (Defensive) strategies up to CPI1+4% for our higher risk (Growth) strategies. Our highest risk (Adventurous) strategy
is the exception, as it does not use a CPI-linked goal. Instead, this strategy aims to beat the returns offered by the global stock
market (represented by the MSCI All Country World Index).

If the strategies deliver total financial returns to investors (after all costs and charges have been taken) equivalent to the total
return of their target return benchmarks, we consider the strategies to have achieved their targets.

Our financial market performance benchmarks

The performance of our investment strategies can also be compared to representative indices for two of the main asset types in
which most of the strategies invest. These indices are ‘MSCI United Kingdom (£) — net total return’ (representing the performance
of UK shares) and ‘BoA Merrill Lynch UK Gilts’ (representing the performance of conventional UK government bonds). These
indices are known as the strategies’ comparator benchmarks, and are designed to help clients evaluate the strategies’
performance in a financial market context.

Handelsbanken Wealth & Asset Management Limited is authorised and regulated by the Financial Conduct Authority (FCA) in the
conduct of investment business and is a wholly-owned subsidiary of Handelsbanken plc.

¢ Find out more about our services by contacting us or visiting our website: wealthandasset.handelsbanken.co.uk
e | earn more about wealth and investment concepts in our ‘learning zone’: wealthandasset.handelsbanken.co.uk/learning-zone/

¢ Understand more about the language and terminology used in the financial services industry and our own publications through our
‘glossary of terms’: wealthandasset.handelsbanken.co.uk/glossary-of-terms/

This document is not intended to be a definitive analysis of financial or other markets and does not constitute any recommendation
to buy, sell or otherwise trade in any of the investments mentioned. Professional advice should be taken before any course of action
is pursued. The value of any investment and income from it is not guaranteed and can fall as well as rise, so that you may not realise
the amount originally invested. Portfolios may include individual investments in structured products, foreign currencies and funds
(including funds not regulated by the FCA) which may individually have a relatively high risk profile. The portfolios may specifically
include hedge funds, property funds, private equity funds and other funds which may have limited liquidity. Changes in exchange
rates between currencies can cause investments of income to go down or up.

For Handelsbanken Multi Asset Funds: The Authorised Corporate Director is Handelsbanken ACD Limited, which is authorised and
regulated by the Financial Conduct Authority (FCA). The Registrar and Depositary is The Bank of New York Mellon (International)
Limited, which is authorised by the Prudential Regulation Authority and regulated by the FCA. The Investment Manager is
Handelsbanken Wealth & Asset Management Limited, which is authorised and regulated by the FCA.

Registered Head Office: No.1 Kingsway, London, WC2B 6AN. Registered in No: 4132340
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