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Biodiversity: key concepts and
challenges.
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What do we mean by “Biodiversity”?

“The variability among living organisms from all sources including terrestrial, marine and other aquatic
ecosystems and the ecological complexes of which they are a part. This includes variation in genetic,
phenotypic, phylogenetic, and functional attributes, as well as changes in abundance and distribution over time

and space within and among species, biological communities and ecosystems.” IPBES
property of life (to be diversified). It

encompasses all the interactions at all “ ™ /(

scales between all the actors of the f////
Biosphere. W/’ 5 "~ | Ecosystem
\ Community -

‘e

Biosphere

> “Biodiversity” doesn't designate only one

=)

- ///)
Itis what makes nature more Population .
than the sum of its parts. Individual 4 u?

4
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Biodiversity is under (lot of) pressure(s).

All these pressures have one
common source: human activity 47%
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Values and behaviours
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Examples of declines un nature

ECOSYSTEM EXTENT AND CONDITION

Natural ecosystems have declined by 47 per cent on average,
relative to their earliest estimated states.

SPECIES EXTINCTION RISK

Approximately 25 per cent of species are already threatened
with extinction in most animal and plant groups studied.

ECOLOGICAL COMMUNITIES

Biotic integrity—the abundance of naturally present species—has
declined by 23 per cent on average in terrestrial communities

BIOMASS AND SPECIES ABUNDANCE

The global biomass of wild mammals has fallen by 82 per cent.*
Indicators of vertebrate abundance have declined rapidly since
1970

NATURE FOR INDIGENOUS PEOPLES AND LOCAL COMMUNITIES

72 per cent of indicators developed by indigenous peoples and
local communities show ongoing deterioration of elements of
nature important to them

* Since prehistory

SOURCE: IPBES REPORT W



Biodiversity
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Why should biodiversity matter to

130,000 MSAkmM2: static
(or accumulated)
terrestrial biodiversity
impactof the portfolio
(equivalentto the
artificializotion of 24% of
metropolitan France)

42%: Amount of securities
in portfolio that comes
from issuers that are
highly or wery highly
dependent on at least one
ecosystem service

investors?

Double materiality (financial institutions contribute to risks to which they are exposed)

-

Hazards/Sources of risks Transmission of risks Materialization of

2 — - financialrisks
Microeconomic II‘I‘IPUC‘S on:

Businesses, e.g.: Households, e.g..

+ Physicaldomageto -«  Loss of income due
property and/or to to physical hazards
supply chains (e.g. pandemics)
Stranded assets due  and/or transition
to transition hazards (e.

Falling demand or employment)
increasing costs

Physical shocks
Loss of ecosystem services
generating:

- Ad hoc shocks (e.g.
pandemics) or patterns
(e.g. decreasing yields in
the agricultural sector)
Interactions with other
ecological issues (e.g.

Creditrisk:
Increases in defaults
Collateral depreciation

Marketrisk:
Repricing of assets
Fire sales

FRENCH
FINANCIAL

Debt securities
& listed shares
(the “portfolio”)

NON-FINANCIAL

CORPORATIONS

Underwriting risk:
+ Increased insured losses
-+ Increased insurance gap

INSTITUTIONS climate change)

Transition shocks
Changes in policies, business
processes, preferences, e.g.:

New protected areas
Change in subsidies
Sectoral regulations
Reputational or litigation
risks

Macroeconomic impacts, e.g. changesin:
Aggregate investments due to adaptation to
and/or mitigation of biodiversity loss
Inflation (or expectations) due to structural
transition and/or physical shocks
Productivity due to ecological transition (e.g.
impacts of an agroecological transition)
Government revenues (e.g. new international
specialization, conflicts)

t Feedbacks I

Liquidity risk:

+ Shortages of liquid
assets

+ Refinancing risk

Operational risk:

- Disruption of institutions’
processes

Banque de France Report
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Financial contagion



7

Key points and challenges to integrate
biodiversity in investments.
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Biodiversity is a wide, multi-
faceted and complicated issue
that encompasses very different

but interconnected topics.

We need to consider both
biodiversity impacts and
dependencies.
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There are no reliable and
standardized model/metrics
to evaluate impact and
dependencies on biodiversity.

This creates a high risk
of greenwashing.

As biodiversity is a local issue, it means
integrating asset-level data and
assessing both
direct and indirectimpacts.

Biodiversity assessment requires
highly sophisticated models,
even more so than climate.




Our biodiversity approach.
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Biodiversity model:
a combination of 2 methods.

Assessing biodiversity impacts and dependencies
of corporates across all relevant dimensions

2 COMPLEMENTARY DIMENSIONS

@ O
O

Activity I Geographic

Analysis Analysis
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v An activity analysis to evaluate
companies’ biodiversity footprint.

For each issuer, we analyse biodiversity impacts & dependencies
via C4F input/output model based on activity breakdown

BIODIVERSITY FOOTPRINT ASSESSMENT OF A COMPANY MSA.m?

@ i AN

Turnover/ Inventories Pressures
purchases

A

N houee oo MSA% Impacted
EXIOBASE n-house tools GLOBIO value Surface
Example: Case of a poultry meat business: one of the impacts will relate to poultry feed production
ChickenCorp sells ChickenCorp buys ChickenCorp's supplier ChickenCorp's supplier 2
poultry meat corn owns corn fields carries out exhaustive l MSA'm Ioss
ecological surveys on Is equivalent to

its fields. the artificialisation of 1 m? of

L
° . o @ pristine natural ecosystem
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Gemc A geographic analysis to evaluate
companies’ localized impacts and
dependencies.

For each issuer, we analyze biodiversity impacts and dependencies
at local level via an asset level evaluation

ASSET GEOGRAPHICAL
LOCATION DATA

ISSUER INDUSTRIAL SECTOR

Combination of automatic and manual collection of data
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Biodiversity topics covered in our
: geographic analysis.

Biodiversity is a multi-faceted issue, that includes many interconnected topics

ﬂ 000 '
o Hi &
e

»  Water stress »  Species concentration = Distance with the nearest » Distance with the nearest = SPOTT score
» Flooding risk (Birds, mammals and local population protected protected area (Terrestrial = Forest 500 score
»  Water Quality risk amphibians) area. and Marine) * Red list country
» Reputational risk »  Biodiversity intactness » Presence in a suggested = Deforestation Front
» Forecast 2030/2040 index protected area (SPA) = Forest landscape
» Mean species abundance » Presence in a Biodiversity intactness index
Hotspot
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A comprehensive biodiversity
assessment.

®vsie Number of distinct species within the area
Water Quality

Climate Regulation Water Flow Maintenance

Dilution By Atmosp... Surface Water

e Asset Name Birds = Endangered Mammals Endangered Amphibian | Endangered
’ Birds mammals amphibian
w
Filtration Soil Quality TIE rt : : : : : 8
akarta
Montevideo . . O O . O
Flood And Stom Protec.. Mass Stabilsation And . Mexico City o o ® o © O
Tres Cantos . . O . .
Generic Materials Ground Water Molsheim . . . .
Impact breackdown Water risk @ high ®low ®Medium Water risk
Asset Name Quantity risk Quality risk Reputational Total
o 23 =
b4
Climate Change _ Jakarta O . . .
‘Wetland Corversion - Mexico Clty . . . .
Encroachment - Bari . . . .
Hydr urbance du. - Tres Cantos . . . .
Freshwater Eutrophica... . RIO . O O .
Hydro disturbance du.. I G Uld on ia . . . O
Fragmentation I Na ntO ng O O O O
Land Use rivers II Trosly-Breuil . . . O
Nitrogen deposition

Calais . . . O
’ ¥ Sf\?pb. "c: ©2024 EarthStar Geographics | Microsoft Azure [ Mollet @ @ @ ©
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Candriam’s biodiversity approach.

For each company, key biodiversity topics
are scored through a biodiversity matrix from red to green

Exposure Management Candriam Biodiversity Matrix

What are the impact and Is the company linked with
dependencies of the biodiversity’s controversies?
company?

Insufficient -

Asset level analysis Management

. Very insufficient “

What are the local exposure What are the environmental s
of company's operations? policies, targets, and

commitment of the Very high High Moderate Low Limited
company?

Biodiversity strategy

Biodiversity exposure

14 MARCH 2024 MARKETING DOCUMENT INTENDED EXCLUSIVELY FOR PROFESSIONAL INVESTORS ~WwW7



Example: Copper mining company.

> Exposition to water risk > Proximity to protected areas

Cobre Panama

Donoso protected area

Water risk: . High Medium . Low

Source: Candriam; World Ressource Institute; World Database of Protected Areas;
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When biodiversity risks do materialize.

After weeks of local protests, Panhama’s Supreme Court
declared the terms of contract unconstitutional

16

> Engagement

« Two meetings held with the company in
2022

+ Insufficient management of biodiversity
issues coupled with uncertainties around
the validity of their mining license.

+ Following a thorough review and
unsuccessful engagement, the company
was downgraded in our ESG systems and
excluded from SRI strategies in October
2022.
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> Evolution of FQM share price, driven by
Cobre Panama newsflow

j/
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2022 2023 2024

In November 2023, the contract was deemed

unconstitutional. This decision came after weeks of massive

local protests, leading to several fatalities.

In December 2023, the company suspends production and

starts an international arbitration process. N\



Next steps and key challenges

Biodiversity is localized issue that

require contextual data to be We need supporting regulation with a
assessed and managed. /) clear blueprint for biodiversity action
to incentivise protecting and
Biodiversity targets o restorative business models.

have to be set locally!

ws

We would recommend caution
when claiming or looking for
“net positive impacts”
on biodiversity.
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IMPORTANT INFORMATION

This marketing communication is provided for information purposes only, it does not constitute an offer to buy or sell financial instruments, nor does it represent an investment
recommendation or confirm any kind of transaction, except where expressly agreed. Although Candriam selects carefully the data and sources within this document, errors or omissions
cannot be excluded a priori. Candriam cannot be held liable for any direct or indirect losses as a result of the use of this document. The intellectual property rights of Candriam must be
respected at all times, contents of this document may not be reproduced without prior written approval.

Warning: Past performance of a given financial instrument or index or an investment service or strategy, or simulations of past performance, or forecasts of future performance does not
predict future returns. Gross performances may be impacted by commissions, fees and other expenses. Performances expressed in a currency other than that of the investor's country of
residence are subject to exchange rate fluctuations, with a negative or positive impact on gains. If the present document refers to a specific tax treatment, such information depends on the
individual situation of each investor and may change.

In respect to money market funds, please be aware that an investment in a fund is different from an investment in deposits and that the investment’s principal is capable of fluctuation. The
fund does not rely on external support for guaranteeing its liquidity or stabilizing its NAV per unit or share. The risk of loss of the principal is borne by the investor.

Candriam consistently recommends investors to consult via our website www.candriam.com the key information document, prospectus, and all other relevant information prior to investing
in one of our funds, including the net asset value (“NAV") of the funds. Investor rights and complaints procedure, are accessible on Candriam’s dedicated regulatory webpages
https://www.candriam.com/en/professional/legal-and-disclaimer-candriam/regulatory-information/. This information is available either in English or in local languages for each country
where the fund’s marketing is approved. According to the applicable laws and regulations, Candriam may decide to terminate the arrangements made for the marketing of a relevant fund
at any time.

Information on sustainability-related aspects: the information on sustainability-related aspects contained in this communication are available on Candriam webpage

https://www.candriam.com/en/professional/market-insights/sfdr/. The decision to invest in the promoted product should take into account all the characteristics or objectives of the
promoted product as described in its prospectus, or in the information documents which are to be disclosed to investors in accordance with the applicable law.
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Client relation offices

Amsterdam
Dubai
Frankfurt
Geneva
Zurich
Madrid
Milan

New York
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Management centers
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Luxemlbourg
Brussels
Paris
London
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