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Central banking and supervision in 
the biosphere: Biodiversity loss, 
financial risk and system stability 

Elena Almeida (LSE & INSPIRE) 



Why should central 

banks and financial 

supervisors care about 

biodiversity loss? 



Biodiversity is declining at unprecedented rates, and irreversible 

tipping points are being crossed 

Source: WWF Living Planet Index, 2020  

Biodiversity Intactness Index Planetary Boundaries Framework 

Source: Stockholm Resilience Centre 



Climate and biodiversity interact to create compounded materiality  
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Financial 
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Financial risks lead to 
macroeconomic deterioration 
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Left unchecked, biodiversity loss could affect financial stability 
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Emerging market and developing economies (EMDEs) and 

biodiversity loss 

 Many EMDEs are highly vulnerable to biodiversity loss 

• 85% of biodiversity hotspots are situated in EMDEs 

• 15 out of the 17 megadiverse countries globally are EMDEs  

 Challenges and opportunities for EMDEs 

• The loss of biodiversity (particularly through forest-clearing activities) could lead to 
immediate local impacts  

• Governments may consider the protection of biodiversity as a trade-off to achieving 

economic growth and development 

• Central bank mandates and remits often extend beyond primary price and financial 

stability objectives 

• Secondary objectives that support public policy priorities such as financial inclusion, 

consumer protection and broader economic development, 

 



Making the links between biodiversity loss and financial stability 

• The primary responsibility for confronting the biodiversity crisis rests with governments, notably to 

overcome the market, institutional and policy failures that are driving ecosystem decline.  

• A new Global Biodiversity Framework is expected this year in Montreal, Canada and one 

emerging priority is to align all financial flows in support of the conservation and sustainable use 

of biodiversity. 

• Policy signals by central banks and supervisors can play a complementary role to protect 

financial stability by reducing biodiversity-related financial risks and helping to guide financial 

resources to support nature-positive activities.  

• Addressing biodiversity-related financial risks falls within the mandates of central banks and 

financial supervisors. These risks include the non-linearity of natural processes and the possibility 

of crossing irreversible tipping points. The uncertainty around the scale of these risks is not an 

excuse for inaction. 



What initiatives are 

central banks and 

financial supervisors 

taking to address 

biodiversity-related 

financial risks? 



Central banks and supervisors are starting to take action 

Source: Adapted from NGFS & INSPIRE (2021) 

Initial research, assessment and policy signals 

Prudential policies and instruments 

Central bank portfolios 

Financial architecture 

Financial market conduct 

Policy liaison and coordination 

Monetary policy 

Category of actions taken 



Key messages 

• Biodiversity loss is increasingly 

recognised as a factor to consider by 
central banks and financial 

supervisors 

• Some central banks and financial 

supervisors are already taking action 
on biodiversity-related financial risks 

• There is now an emerging agenda for 
action and steps to take, and this 

should accelerate with COP15 taking 
place soon 

 



Elena Almeida 

e.k.almeida@lse.ac.uk 
 

 

 
 

   

Contact details: NGFS-INSPIRE Report: 
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Source: AFME & EY (2022) “Into the Wild: Why Nature May be the Next Frontier for Capital Markets”
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Source: AFME & EY (2022) “Into the Wild: Why Nature May be the Next Frontier for Capital Markets”

https://www.nature.org/en-us/about-us/who-we-are/how-we-work/finance-investing/naturevest/belize-debt-conversion-case-study/
https://www.nature.org/en-us/about-us/who-we-are/how-we-work/finance-investing/naturevest/belize-debt-conversion-case-study/
https://www.cairnhomes.com/about/sustainability/biodiversity/
https://www.cairnhomes.com/about/sustainability/biodiversity/
https://www.cairnhomes.com/about/sustainability/biodiversity/
https://www.cairnhomes.com/about/sustainability/biodiversity/
https://www.responsability.com/en/press-releases/responsability-launches-climate-smart-food-systems-investment-solution-with-kfw-as-anchor-investor-and-in-partnership-with-the-cgiar
https://www.responsability.com/en/press-releases/responsability-launches-climate-smart-food-systems-investment-solution-with-kfw-as-anchor-investor-and-in-partnership-with-the-cgiar
https://www.responsability.com/en/press-releases/responsability-launches-climate-smart-food-systems-investment-solution-with-kfw-as-anchor-investor-and-in-partnership-with-the-cgiar
https://www.responsability.com/en/press-releases/responsability-launches-climate-smart-food-systems-investment-solution-with-kfw-as-anchor-investor-and-in-partnership-with-the-cgiar
https://www.responsability.com/en/press-releases/responsability-launches-climate-smart-food-systems-investment-solution-with-kfw-as-anchor-investor-and-in-partnership-with-the-cgiar
https://www.responsability.com/en/press-releases/responsability-launches-climate-smart-food-systems-investment-solution-with-kfw-as-anchor-investor-and-in-partnership-with-the-cgiar
https://www.responsability.com/en/press-releases/responsability-launches-climate-smart-food-systems-investment-solution-with-kfw-as-anchor-investor-and-in-partnership-with-the-cgiar


37 | 



38 | 



Page 39 Implications of TNFD 



Page 40 Implications of TNFD 



Page 41 Implications of TNFD 



Page 42 Implications of TNFD 



EY  |  Building a better working world 

 
EY exists to build a better working world, helping to 
create long-term value for clients, people and society 
and build trust in the capital markets.  
 
Enabled by data and technology, diverse EY teams in 
over 150 countries provide trust through assurance and 
help clients grow, transform and operate.  
 
Working across assurance, consulting, law, strategy, tax 
and transactions, EY teams ask better questions to find 
new answers for the complex issues facing our world 
today. ey.com 

 


