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How does measurement ensure investment viability?

Accurate Carbon Measurements for
Nature-based Solutions (NbS) and
Carbon Financing

Ultimately, it is accurate measurements that equip financial institutions with reliable
projections that guide investments and advance the transition to a low-carbon economy
driven by NbS. Quantifying and Verifying Carbon Sequestration is a crucial pillar of such

measurements.




W% Banking on

im\i* NATURE

Quantifying and Verifying Carbon
Sequestration

Accurate carbon measurements of agroforestry systems provide reliable data
on the amount of carbon dioxide (CO2) that trees, soils, and plants capture from
the atmosphere. Agroforestry systems, such as those combining trees with
crops, have significant carbon sequestration potential, and accurate
measurements ensure that the carbon captured is quantified precisely.
Measuring carbon accurately drives investment viability by opening up carbon
flnance opportunities.

Verifying Carbon Credits: Carbon markets, where carbon credits can be bought
and sold have come in as a major driver of climate finance. Accurate carbon
measurements validate the volume of carbon sequestration, ensuring that
carbon credits are legitimate, reliable, and quantifiable. This is crucial for
companies and investors looking to ensure high-integrity carbon credits that can
meet to meet ESG (Environmental, Social, and Governance) targets and achieve
carbon neutrality.

Attracting Investment: Investors, especially those focused on sustainability,

require clear, verifiable data to evaluate the effectiveness of their investments in
carbon offset projects. Accurately measuring the carbon sequestration potential
of agroforestry systems enables financial institutions to offer more credible and
compelling investment opportunities in the carbon market.
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Enhancing the Transparency and
Credibility of Carbon Markets

Accurate and reliable carbon measurement enhances the credibility and
trustworthiness of carbon markets, where financial institutions and
investors are increasingly active. If carbon sequestration cannot be
measured and verified accurately, it becomes difficult to build confidence
in these markets.

By improving measurement methods and technologies, such as high-
resolution satellite imagery and machine learning models, agroforestry
projects can:

Provide Confidence to Investors: Investors are more likely to engage
in nature-based carbon offset projects if they have clear, scientific
evidence that carbon sequestration is being tracked and measured
accurately. The transparency of carbon accounting gives investors
confidence that their financial support contributes to real climate
mitigation.

Ensure Regulatory Compliance: As governments introduce more
stringent climate targets (e.g., the Paris Agreement), financial
institutions must comply with regulations requiring the reduction of
carbon emissions. Accurately measuring carbon sequestration
allows businesses and institutions to fulfill carbon accounting
requirements, demonstrating progress toward these targets.
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Improving Risk Management and
Long-Term Financial Stability

The financial sector is increasingly recognising that climate risk can threaten
the stability of investments. Climate change poses physical risks, such as
more frequent and intense storms, droughts, and floods, which can disrupt
agricultural activities and damage infrastructure. Agroforestry systems that
sequester carbon can help mitigate some of these risks by providing climate
resilience to landscapes and communities. These include;

Mitigating Climate Risks: By accurately measuring the carbon stored in
agroforestry systems, the financial sector can assess the value of carbon as
a climate risk mitigation tool. Agroforestry helps build resilience to climate
change by improving soil health, reducing flood risks, and enhancing water
retention. Accurate carbon data allows financial institutions to assess the
long-term sustainability and stability of investments in these systems,
particularly in the face of increasing climate uncertainties.

Creating Long-Term Value: Accurate carbon measurements contribute to the
long-term value of agroforestry systems. They help financial institutions
assess the sustainability and resilience of these investments, encouraging
more robust and stable funding in nature-based projects. Over time, as the
market for carbon credits and sustainable investments grows, those with
accurate carbon sequestration data will have a competitive advantage.




Wz Banking on

Zzn® NATURE

Enabling Efficient
Resource Allocation and
Investment Decisions

In the financial sector, where resource allocation is critical, understanding the
carbon sequestration potential of agroforestry systems is crucial for making
informed investment decisions. Accurate measurements enable financial
institutions to allocate resources efficiently by identifying the most effective
agroforestry practices and projects that deliver the greatest carbon offset
potential.

By doing so, measurements reduce risk and enable positive actions:

Optimising Investment Portfolios: Accurate carbon data allows investors to
optimise their portfolios by targeting projects that offer high carbon
sequestration potential and long-term returns. This ensures that funds are
allocated toward projects that offer both financial returns and significant
environmental benefits, including carbon sequestration.

Scaling Up Agroforestry: With accurate measurements of carbon
sequestration, the financial sector can confidently scale up investments in
agroforestry systems. These systems are inherently suited for scaling due to
their low-cost implementation and high potential for biodiversity and carbon
capture. By providing clear and accurate carbon data, agroforestry systems
become more attractive for financing, which accelerates their adoption on a
larger scale.
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Supporting Market Growth and
Innovation in Green Finance

The growing interest in green finance and sustainable investments has
created a new wave of market opportunities for the financial sector. Accurate
carbon measurement helps create innovative financial products and services,
such as green bonds, carbon offset credits, and carbon-backed loans, all of
which can help scale nature-based solutions.

A broad range of financial instruments need accurate measurement and
monitoring:

Creating New Financial Products: Accurate carbon measurement is essential
for the development of financial products that are based on carbon offsets
and sequestration. For example, green bonds can be issued to finance
agroforestry projects, with returns tied to the successful sequestration of
carbon. By providing credible carbon data, these products become more
attractive to investors seeking to align their financial portfolios with climate
goals.

Attracting Capital for Nature-Based Solutions: As more institutional
investors, governments, and multilateral organisational focus on tackling
climate change, accurate carbon measurement in agroforestry and other NbS
projects will become increasingly important for attracting investment. This
will stimulate growth in the sustainable investment market, creating new
business opportunities for the financial sector.
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Banking on Nature is an initiative by HSBC with partners Michigan State
University, WRI, lora Ecological Solutions and Vertiver Private Limited.

www.bankingonnature.com




