Taking Stock of
Nature Investment
in Canada




The Nature Investment Hub exists to drive a fivefold increase in investments in
nature by addressing obstacles that currently inhibit the application of novel
finance instruments in Canada. The Hub creates a meeting space for public,
private, philanthropic, and Indigenous leaders, provides tools and guidance to
build understanding and collective action, and influences policy and market
signals. The Hub is a Solution Space by Generate Canada in partnership with the
Smart Prosperity Institute.

Our work is made possible thanks to the financial support of the Metcalf
Foundation and Echo Foundation.

natureinvestmenthub.ca

Nature A Solution Space by
Investment Hub Generate Canada
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Overview

Overview

The opportunity

Canada needs to increase funding for nature fivefold if we are to meet global and
national biodiversity and climate targets. At the same time, financial institutions and
corporate organizations are facing increased expectations to account for and
disclose their impact on climate and nature. There is an opportunity for public,
philanthropic, and blended approaches to enable private capital to play a larger role
in financing nature-positive activities that have a myriad of benefits including
financial returns. Despite having a competitive advantage given the extent of
Canada’s lands and waters, nature investment is lagging compared to other G8
economies. This can in part be explained by several political and jurisdictional
challenges unique to Canada (see Explainer: Why isn't Canada a Global Leader in
Nature Investment? for more). There remains tremendous opportunities to scale
investment in economic and ecosystem resilience.

Our first annual investor survey

The Nature Investment Hub surveyed a small group of investors in late 2024 to
better understand the state of nature investment in Canada. A consistent insight
from the survey findings and our network is that despite high investor interest, they
are not able to allocate more capital to nature projects and activities at the speed or
scale required. In order to better understand the root of this challenge, the survey
explored where funds are flowing, existing barriers that can be addressed, as well
as perceived opportunities and priorities to accelerate nature investment in Canada.

Capital investment for nature

The survey findings signal that meaningful activity is underway. The results which
are outlined in this report are intended to inform those directly investing in nature
and those influencing the space, as well as to guide future conversations and
strategies to engage investors. Informed by these results and future iterations of
this survey, the intention is to inspire ways to encourage capital investment into
activities that conserve, restore and sustainably manage nature in collaboration with
all partners that have a stake and interest in advancing nature finance in Canada.


https://natureinvestmenthub.ca/allresources/why-isnt-canada-a-global-leader-in-nature-investment/
https://natureinvestmenthub.ca/allresources/why-isnt-canada-a-global-leader-in-nature-investment/

Key Takeaways

Key Takeaways

Capital allocation to nature-related activities is consistently a small proportion of
investment, representing less than 5% and often less than 1% of Assets Under
Management (AUM) for most institutions surveyed. However, the vast majority expect to
maintain or increase investment in nature within the next five years.

Venture capital, bonds (green as well as impact/performance), and listed equities are the
primary investment vehicles being used by respondents that are currently investing in
nature.

The top driving factors for investing in nature signalled by respondents were climate
change (67%), impact/responsible investment mandate (67%), and biodiversity
outcomes (56%).

The investment themes of most interest were sustainable agriculture, sustainable
forestry, and Indigenous Protected and Conserved Areas (IPCASs).

Growth in investment is expected particularly in the sustainable agriculture sector, and
the most anticipated growth relative to current investment volume (where it is minimal or
non-existent) are marine related, specifically blue bonds and blue carbon.

The top three priorities for individual organizations to increase their investment in nature
were all related to the supply of investable opportunities: increase supply and reliability
of projects; increase availability of investment opportunities; and a desire for more
evidence of successful investment models.

For the investment ecosystem as a whole, respondents specifically indicated the need
for more public market investment opportunities (58%), enhanced external nature
expertise (57%), and greater clarity/standardization of impact measurement (57%).

The dearth of available opportunities that meet investor needs indicates a need for
enabling activities, regulatory changes and/or incentives that inject more funding into
capacity building and the early-stage development of projects or financial products.
These enabling activities are prerequisites to build a more substantial and reliable
investment pipeline.



Respondents

Survey Respondents

Investor type and assets under management (AUM)

The survey respondents included a range of investor types. The largest share were
investment management firms, followed by foundations, pension funds, banks, and
one family office, as seen in Figure 1. While the pension funds and investment
managers largely capture the higher end of the range of AUM (1B+), there is
distribution across smaller holdings as well, as seen in Figure 2. Details on survey

format and methods can be found in the appendix.

Family office

Bank 5% S0B+

5% ‘ 10B - <508

Pension fund 1B - <10B

15% 500M - <1B

100M - <500M

Investment 10M - <100M

management firm |
Endowment 9550/ Under 10M
or foundation o
20% 0O 1 2 3 4 5
Figure 1: Investor type Figure 2: AUM across respondents

Current Status of Nature Investment

Nature finance is a growth market for Canada

The majority of respondents have under 5% AUM allocated to nature in Canada.
Only one respondent has more than 10%. The percentage of current AUM that are
allocated to Canadian nature investments, as well as anticipated investments in the
coming five years, are highlighted in Figure 3. Collectively the respondents’ AUM are
over 250B.



Current Status

There is an overall trend of maintaining or increasing Current
investment in nature. All respondents signhaled that the Within 5 years
percentage range invested would either stay the same or <1%
increase within the next five years, with the exception of

1-5%

the four who indicated they were “unsure” of their future
allocations. Within five years there will be fewer investors  6-10%

with less than 1%, and substantial growth in the number

allocating between the 11-25% range. Those who listed as

“unsure” all had under 5% AUM dedicated to nature, and Unsure

signalled that increasing investment relies upon whether 0 2 4 6
attractive opportunities grow at pace.

11-25%

Figure 3: Capital dedicated to
nature-related investments as
a percentage of total AUM

Nature investment vehicles and themes

All respondents were asked which type of financial
products/investment vehicles they currently use to invest
in nature. They were also asked if they planned to invest in
a number of vehicles and themes within five years. Figure
4 demonstrates the most common methods of investment
now and those expected in the future.

Currently invested
Expect to invest within 5 years
Green/sustainability bonds (with explicit nature component)
Impact/performance bonds |
Blue bonds (water) |
Carbon credits/offsets |
Biodiversity credits/offsets |
Direct nature-based project investment, not generating offsets |
Listed green equities |
Sustainable/regenerative agriculture |
Lands/forests/owned real assets |
Blue carbon |
Venture-backed companies |
Companies that monetize carbon offsets |
0% 20% 40% 60% 80% 100%

Figure 4: Percent (%) of financial products and themes currently invested in,
and expectation to invest within 5 years



Current Status

Most frequent investment mechanisms currently being invested in nature include:

Venture-backed companies (59%)

Green bonds with nature content (53%)
Sustainable/regenerative agriculture (47%)
Impact/performance bonds (43%)

Listed green equities (33%)

While the survey did not assess investor motivations for these capital allocation
choices, some reasons could be related to the ease with which due diligence
processes for nature finance projects graft on to existing methods, propensity for
diversification within a particular vehicle (for instance bonds), and the depth of sector
familiarity among investors.

Within five years, the biggest leap is anticipated in:

Biodiversity credits (0 now, 35% in 5 years)
Blue bonds (0 now, 38% in 5 years)
Blue carbon (0 now, 33% in 5 years)

Biodiversity credits

Expectation of growth in this area is likely a reflection of new standards and
certifications being made available. Central to any ecosystem offset and/or credit
(e.g. carbon, water, biodiversity) is the ability to demonstrate additionality. In the
biodiversity context this is more straightforward when engaging in restoration as
compared to conservation or management activities.

Blue bonds and blue carbon

There is a perception that the opportunity for a “blue economy” in Canada is large,
with the world’s largest coastline and an exclusive economic zone that covers over
seven million square kms. While financial instruments for nature in the marine context
are limited in their Canadian application to date, it is expected that these
opportunities will grow. Nature oriented blue bonds could include activities that
enhance biodiversity (e.g. coastal ecosystem conservation and restoration) as well as
those that reduce existing impact on nature (e.g. sustainable marine transport).



Investor Expectations

Investor Interests and Expectations

Factors influencing nature investment

When respondents rated factors based on their importance in influencing decisions
to invest in nature-related activities in Canada, the top three factors identified as
the “most important” (rated 5 on a 5-point scale) were:

1. Climate change (68%)
2. Responsible or impact investment strategies/mandates (67%)
3. Improved nature/biodiversity outcomes (56%)

Figure 5 presents the percentages for responses rated 4 and 5 (indicating higher
perceived importance), displayed in order of their combined total.

Scored 4 Scored 5

Responsible or impact investing
strategies/mandates |

Climate change

Profit opportunities (long-term) |

Improved nature/biodiversity outcomes |

Leadership and values |

Diversification of investment portfolio |

Indigenous Reconciliation |

Promoting/aligning with SDGs |

Client/shareholder/stakeholder demand |

ESG targets |

Early-mover advantage |

Opportunity to reduce liability risk |

Opportunity to reduce reputational risk |

Profit opportunities (short-term) |

Anticipating regulations |

Opportunity to reduce supply chain risk |

Ability to secure lower priced carbon credits |
0% 20% 40% 60 % 80% 100%

Figure 5: Motivations for investing in nature signalled as having higher importance (rated 4 or 5)



Investor Expectations

Considering interconnected motivators, results show that 75% or more respondents

agree that the following areas are important:

Internal commitments and leadership
On the ground impact for climate and biodiversity
Long-term profit opportunities

Over 50% of respondents identified the following as most important:

Portfolio diversification
Indigenous Reconciliation
Sustainable Development Goal (SDG) alignment

Respondents were asked which landscapes and/or activities are they most

interested in investing in. Figure 6 displays the scores for each theme based on their

combined 4 and 5 ratings.

Scored 4 Scored 5

Sustainable agriculture
Sustainable forestry |
Indigenous Protected and Conserved Areas |
Ecosystem restoration |
Blue economy |
Biodiversity/nature offsets/credits |
Carbon offsets/credits |
Parks and protected areas (public or private) |
Watershed management |
0% 20% 40%

Figure 6: Thematic areas of most interest that scored 4 or 5

60 %

80%



Investor Expectations

Top priority opportunities for themed investments

Observers of the larger sustainable finance ecosystem note that themed and
sectoral investment strategies have been on the rise by responsible investors over
the last five years. Thematic strategies take their cue from broader megatrends by
investing in a portfolio of firms that are involved in certain areas predicted to
generate above-market returns over the long term. Sectoral investments on the
other hand focus on capital allocation based on anticipated growth of a particular
sector (such as healthcare or energy). Both strategies have seen a steady uptake,
despite concerns around greenwashing and the uncertainty around sustainability
reporting standards. In the Canadian context, our survey respondents confirmed
investor appetite for options that address the twin crises of biodiversity and climate
change together through nature-based solutions. Another theme is increased
collaboration with Indigenous partners to grow opportunities for economic inclusion
and Reconciliation. When it comes to sectoral investment opportunities, wetlands
restoration, regenerative agriculture and sustainable forestry are viewed favourably
by investors. The highest ranking themes are discussed in more detail below.

Opportunity 1: Indigenous Protected and Conserved Areas (IPCAs)

This result is an important signal that there is private investment interest in
supporting Indigenous-led conservation and stewardship activities in Canada. Unlike
a natural resource business, revenue generation to deliver returns from
conservation activities is less straightforward, since the environmental outcomes -
such as improved water quality, carbon sequestration, and improved biodiversity -
as well as social or cultural outcomes have real economic impact, but are not
commodities that generate revenue directly. Existing IPCAs have a range of models
and priorities, however their shared attribute is that they are Indigenous-led. There
may be different types of activities ongoing across a landscape, including those that
generate revenue and provide ecosystem improvements that lead to downstream or
nearby economic opportunities. These could include sustainable forestry, fisheries,
tourism, Guardians programs, cultural activities, and more. It is notable that parks
and protected areas in isolation did not score nearly as high, signalling that
Indigenous leadership is a critical ingredient for investors.



Investor Expectations

Opportunity 2: Sustainable Agriculture and Forestry

It was not surprising to find that sustainable agriculture and sustainable forestry were
the highest ranking themes for investment. This is in part related to where
opportunities lie, and in part because the investment opportunities in these sectors -
venture capital or public equities in particular — follow similar models to other natural
resources and commodities. That is, the methods to evaluate opportunities are
analogous to other mainstream investment opportunities because there are direct
revenue streams (e.g. investing in forestry or agriculture businesses directly, via
funds, or adjacent technology to support growth of these industries). For other land
uses including ecosystem restoration and conservation, economic benefits can be
attributed to interventions (e.g. reduced impact of floods, improved carbon
sequestration) but returns tend to be indirect or diffuse. However, one respondent
noted for timberland management in particular that getting to fund level investment is
challenging, and it is a “large sector in the Canadian economy [that] could benefit
from significant creativity and replication of successful global models”.

Deal size

Preferred deal size reported tended to be commensurate with the scale of the
investor, ranging from under 1M to 50B+. This serves as an important reminder that
capital allocation to nature requires alignment in terms of impact and outcomes, but
also level of investment and therefore right-sizing deals to enable financial flows.

Risk tolerance and return expectations

Most respondents (90%) indicated that they were willing to accept the same level of
risk as other impact or responsible investments (commensurate with asset class). Ten
percent signalled that they are willing to accept more risk than average when
investing in nature.

Return expectations were similar to other impact investment expectations, with some
willingness to accept lower than market rate returns: 52% signalled 1-7%, and 33%
required 8%+. No respondents were willing to accept cost recovery investments. The
remaining 15% who said “other” indicated that it can vary or is relative to a spread, but
it is not below 1%. The investors that indicated they were willing to accept lower rates
of return were foundations and some investment management firms.



Overcoming Barriers

Overcoming Barriers

Moves to unlock the market

When asked to rank the factors that would increase their investment in nature, there
was notable diversity in responses. However, the following factors were
consistently ranked highest, in this order, when all rankings were weighted:

Higher returns

More risk sharing
Improved data

More liquid opportunities
Larger scale opportunities

a b wN -

What does the ecosystem need?
When asked about the changes needed to scale nature investment, several trends
emerged as shown in Figure 7, with 1 being least important and 5 most important.

12l M4 5

Database to find investable opportunities 21 21 16

Increase investment-ready opportunities 37
that meet investor preferences

Greater regulatory certainty 11

Policy and regulatory changes 99
Enhanced internal nature expertise,

skills, and experience 21
. Enhanced external expertise

and guidance to conduct due diligence 21

More intermediaries/nature-related deal brokers 1

More public market investment opportunities 37
(e.g., bond issuance, equities)

Greater clarity or standardization 21
of impact measurement

More examples of investments or 26
products with track record

Increase collaboration and coordination 21
between investors and practitioners

Further maturation of biodiversity credits 16 16

Percentage of respondents

Figure 7: Preference for changes within investment ecosystem to scale nature investment (percentages)



Overcoming Barriers

The following focus areas emerged as the top priorities:

1. Increase investment-ready opportunities (84%)*

2. More examples of investments or products with track records (58%)
3. More public market investment opportunities (58%)

4. Enhanced external expertise (57%)

5. Greater clarity and standardization of impact measurement (57%)

Regulatory environment: Both “greater regulatory certainty” and “regulatory and
policy changes” were consistently ranked in the middle-to-high range, but rarely
marked as a lower priority. The same occurred for “collaboration and coordination”.
These elements of needed infrastructure and functional investment environment are
not an immediate need for individual organizations to do business, but they signal a
broader need to support the investment ecosystem as a whole.

Further needs were elaborated upon in comments from respondents, who identified
what they see as needed developments in the space. Areas where respondents are
keen to act or see action include:

Information infrastructure needs

o Frameworks - bond frameworks more relevant to nature investment

o |Increased standardization and mandatory disclosure

o Role of regulation to support market growth (e.g. BC’s cap and trade)
o Risk management [data] for all investments on nature and biodiversity

Technological solutions

o Greater use of near-real-time monitoring capabilities and tangible data to
support verification and impact performance

o Improved validation of carbon credits (both land and marine-based),
including measures for maintenance and conservation

Unlocking investable opportunities

o Encouraging funding for capacity building and early-stage project
development to get to investment-readiness

o |Increasing deal structuring to create multi-layered revenue streams

o Generating revenue from conservation and restoration activities - the
business case from risk mitigation is clear, but alpha generation is nascent

* Note: no one evaluated this with a score of 1or 2



WHAT NEXT?

As the Nature Investment Hub and its partners work to close the nature finance gap
in Canada, we recognize that collaboration and data are key to understanding how
close we are to achieving our goals. This survey is an important first step, and we
plan to run it annually to track progress, identify emerging trends, and capture a
clearer picture of the capital flowing into nature.

We invite more investors to join us in this effort, as a larger dataset will enable us to
better assess the needs of the investment ecosystem and pinpoint the actions
required to accelerate funding.
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Appendix

Survey scope

'Investment' refers to both private asset classes and public (listed) investments.
Nature investment 'in Canada' means capital directly allocated to activities within
Canada. For example, investments in a green bond managed by a Canadian firm
with international issuances is not considered in scope, unless those issuances
specifically target Canada-based activities. Many investors are making nature-
related investments beyond Canadian borders, in part because there are more and
different opportunities, in the United States in particular.

Methodology

The survey comprised 20 questions that varied in design: multiple choice,
preference scales, option ranking, and optional short answers. The survey was
created in TypeForm and distributed to 60 organizations by email. Distribution was
aimed at capturing insights from a diverse range of investors, including Canada’s Big
Six banks, pension funds, investment and wealth management firms, and
foundations. The survey targeted key decision-makers within these organizations,
including titles such as Chief Investment Officer, Head of Responsible Investing, and
Director of Sustainable Investment. To avoid the double counting of invested assets,
one individual per institution was invited to respond, with the exception of large
financial institutions that operate multiple lines of business, each managing separate
pools of assets.

The survey ran from August 20 to October 20, 2024, and a total of 20 responses
were received.

We are grateful to all investors for sharing their perspectives in the survey.
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