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1. Nature loss as a macro-financial and 
fiscal risk that matters for ministries of 
finance, central banks, and regulators
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Nature loss is a macro-financial and fiscal risk
• Nature degradation is no 

longer only an ecological 
concern — it is now a 
source of macroeconomic 
instability, sovereign risk, 
financial system risk. 

• Financial systems were built 
assuming nature was 
infinite, stable, and free. 
That assumption is now 
breaking down.

Source: NGFS-INSPIRE (2022).
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Nature-economy-finance interactions

Source: NGFS (2026) based on Salin et al. (2024).
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Nature matters for ministries of finance, central 
banks, and regulators
• Nature-related financial risks can threaten financial stability. 
• Fiscal risk and sovereign exposure to ecosystem degradation can 

have serious implications for debt sustainability and sovereign. 
• Finance ministries, central banks and supervisors  need to 

proactively address these risks. They need to be market shapers, 
not just market observers.
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Example: Integrating nature into debt 
sustainability analysis is crucial

• It is imperative that biodiversity and natural 
capital risks are integrated into DSAs and 
other analytical frameworks for 
macroeconomic and financial risk analysis. 

• Without doing so, risks to macroeconomic, 
financial and debt sustainability will be 
underestimated, leading to erroneous policy 
recommendations and increasing the risk of 
avoidable debt crises.

Source: Kraemer and Volz (2022). 7



Simulated change in general 
government debt ratio compared 

to baseline (2026, % of GDP)

Source: Kraemer and Volz (2022).

Evolution of debt-to-GDP ratio in 
Indonesia (%)  under a partial 
ecosystem collapse scenario 
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Simulated sovereign credit rating changes in a 
partial nature collapse scenario

Source: Agarwala et al. (2026). 9



2. From measurement 
to decision-making
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• The challenge is no longer absence of data alone.
• It is about embedding nature into incentives, balance sheets, 

fiscal systems, and capital allocation frameworks. 
• How do you translate ecosystem value into financial decision-

usefulness for resilience, long-term productivity, and economic 
transition planning? 
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Scaling capabilities: Models, tools, and capacity 
building
• Financial authorities need to build and enhance analytical 

capabilities as a basis for identifying pertinent risk and developing 
targeted policies.

• They need to develop models and tools to connect the dots.
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Example: The Nature-related Value at Risk 
(NVaR) framework 

Three steps:

Source: NGFS (2026) based on Ceglar et al. (2025).
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Example: The DEFINE (Dynamic Ecosystem-
FINance-Economy) model 

Source: Colesanti Senni et al. (2026).
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3. Three core policy areas for mitigating 
nature risk and capital reallocation towards 

a nature-positive economy
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The real opportunity: Capital reallocation at 
scale
• Recognising nature risk is necessary, but insufficient. 
• The critical question is whether economic and financial systems 

can redirect capital at the scale and speed required to protect 
nature and facilitate sustainable development.
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A three-pronged approach for supporting 
nature-positive development

1. Using fiscal systems to set nature-positive incentives.
2. Developing prudential regulation and risk management.
3. Developing capital allocation frameworks and market 

infrastructure.
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1. Fiscal systems and nature-positive incentives

• Finance ministries hold the levers for structural economic change 
through taxation, subsidies, and public spending. 

• To shift private capital, they must rewrite economic incentives.
• Subsidy reform: Reallocating the billions spent annually on 

environmentally harmful subsidies (such as agriculture, fossil fuels, 
and fisheries) into “nature-positive” incentives.

• Ecological tax reform: Implementing taxes on resource depletion or 
biodiversity loss (e.g., pesticide taxes, land-conversion fees) to ensure 
negative externalities are priced in.

• Sovereign financing: Issuing sovereign green, blue, and sustainability-
linked bonds to fund national restoration efforts and set a benchmark 
for the private sector.
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2. Prudential regulation and risk management

• Nature loss is a source of systemic financial risk (both physical and 
transition risks). Regulators must ensure the financial system can 
withstand these shocks. 

• Mandatory nature-related disclosures: Integrating frameworks like 
the Taskforce on Nature-related Financial Disclosures (TNFD) into 
mandatory reporting requirements. 

• Stress testing: Developing macroeconomic climate-nature scenarios 
to test how severe ecosystem collapse (e.g., pollinator decline or water 
scarcity) would impact bank balance sheets. 

• Capital requirements: Adjusting risk weights to reflect nature-related 
risks – such as higher capital requirements for loans financing 
deforestation, or lower weights for verified transition assets.
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3. Capital allocation frameworks and market 
infrastructure
• To move capital at scale, the plumbing of the financial markets needs 

an upgrade to recognise nature as an asset class. 
• Nature taxonomies: Developing clear, scientifically grounded 

definitions of what constitutes a “nature-positive investment to prevent 
“greenwashing” and “nature-washing.”

• Blended finance mechanisms: Using public concessions, 
guarantees, and first-loss capital from finance ministries to de-risk 
private sector investments in ecosystem restoration. 

• Monetary policy alignment: Central banks incorporating nature-
related criteria into their collateral frameworks and asset purchase 
programmes (e.g., tilting corporate bond purchases away from high-
nature-impact firms).
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4. Conclusion
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EMDEs must shape the agenda

• EMDEs tend to have greater natural endowments and need to 
protect their natural assets.

• They need to be able to use their natural assets for development 
without destroying nature.

• Nature must be seen as development infrastructure.
• Natural capital is productive infrastructure, resilience infrastructure,  

macroeconomic infrastructure.

• Need for: locally relevant taxonomies, context-specific transition 
pathways, development-compatible nature finance. 
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• The next frontier is not whether nature matters financially. 
• It is whether financial systems can evolve quickly enough to price 

resilience, protect ecosystems, and support development 
simultaneously. 

• The opportunity is putting  nature on the balance sheet for people 
and planet
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