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Natural capital is the basis for economic 
activity and people’s livelihoods and is ex-
posed to a growing array of problems such 
as the widening scale and scope of endan-
gered species, a shortage of biological re-
sources and unfair transactions, and resource 
procurement risks due to the depletion 
and pollution of natural capital. The Group 
contributes to promoting sustainable use 
of natural capital and biodiversity conserva-
tion and the construction of socio-economic 
systems with low natural capital risk through 
the promotion of high-value-added solution 
businesses that harness the skills and func-
tions of a trust bank group.

Natural Capital 
related Initiatives 
Using Our Financial 
Capabilities
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Natural capital is made up of diverse living creatures and 
the water, soil, and air that sustain them. These are the 
foundation sustaining life on earth and conserving them 
needs to be prioritized ahead of everything else.

Natural Capital’s Blessings
The way we live depends on natural capital and the ecosys-
tem services they provide. We thus feel continued wise use 
of natural resources which constitute natural capital over 
the long run goes beyond mere environmental conserva-
tion. It must extend to putting communities on a solid social 
foundation to enable sustainable economic development.

Natural Capital: Foundation for All Environmental, Social, and Economic Spheres

Commitment of Financial In-
stitutions under the Natural 
Capital Finance Alliance 
(Excerpt)

We will support the development of methodologies that can integrate natural capital consid-
erations into the decision-making processes for all fi nancial products and services including 
loans, investment, and insurance policies.
(a)  We will apply a holistic approach to the evaluation of bonds and stocks by integrating natural capital considerations 

in environmental, social, and governance (ESG) risk analysis in short-, medium-, and long-term growth forecasts of in-
vestee companies.

(b)  We will systematically incorporate the consideration of evaluating natural capital into the credit policies of specifi c sectors, 
including commodities, that have a major impact on natural capital, either directly or indirectly through the supply chain.

SuMi TRUST Holdings became a signatory to the Natural 
Capital Declaration (NCD) proposed by the United Nations 
Environment Programme Finance Initiative (UNEP FI) at the 
United Nations Conference on Sustainable Development 
“Rio+20” held in Rio de Janeiro in June 2012. SuMi TRUST 
Holdings is the only fi nancial institution in Japan to have 
signed the declaration when it originally promulgated. 

The initiatives of NCD signatories have been expanded 
through NCD’s reorganization into Natural Capital Finance 
Alliance (NCFA).

1.  Implementing Measures and Providing Support for 
Biodiversity Preservation

 We will strive to actively protect rare and native species. In our role 
as a corporate citizen, we will work to support activities for the pres-
ervation of biodiversity.

2. Providing Products and Services
 We will endeavor to develop and provide products and services 

that contribute to the preservation of biodiversity, by conducting 
appropriate economic and social evaluations of the ecosystem and 
encouraging the sustainable use of living resources through our 
fi nancial functions.

3. Collaboration with Stakeholders
 We will engage in dialogue and cooperation with our stakeholders 

while working to preserve biodiversity.

4. Education and Training
 We will ensure thorough implementation of these action guidelines 

at all Group companies and will work to provide education and 
training aimed at the preservation of biodiversity.

5. Information Disclosure
 We will actively disclose information about our efforts to preserve 

biodiversity.

Natural Capital Initiatives and Policies of the SuMi TRUST Group
Natural Capital Finance Alliance (formerly the Natural Capital Declaration)

Sumitomo Mitsui Trust Holdings Action Guidelines for Preserving Biodiversity

Fauna

Supporting services
Nutrient salts cycle, soil formation, 

primary production etc.

Regulating services
Regulating climate, controlling 

fl oods, purifying water etc.

Flora

Provisioning services
Food, fresh water, wood, fi ber, fuel 

etc.

Cultural services
Aesthetic, spiritual, educational etc.

Water Soil Air

Five elements of natural capital

Four categories of ecosystem services

Biodiversity
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Business and Biodiversity Initiative: Our Initiatives as a Leadership Declaration Signatory

Business and Biodiversity Initiative: Japan Member 
Activities based on the Leadership Declaration
The three Japanese corporate signatories to the 
Leadership Declaration regularly hold teleconferences with 
the German secretariat (‘Biodiversity in Good Company’ 
Initiative e.V.). The SuMi TRUST Group updates its under-
standing of the latest trends in Europe on measurement of 
the economic value of natural capital and green infrastruc-
ture at these teleconferences.

Natural Capital Study Group
The Natural Capital Study Group, which the SuMi TRUST 
Group launched in April 2013, is chaired by Masahiro 
Sato, an associate professor at the Graduate School of 
International Cultural Studies at Tohoku University. With 
members from companies, national and local govern-
ments, universities, research institutes, and NGOs, the 
study group meets regularly to debate the research themes 
of each member from a wide array of angles. At the 14th 
meeting held in February 2017, the study group met to 
discuss the themes of natural capital protocols and their 
application and case studies of corporate initiatives linked 
to natural capital, inviting Mr. Mark Gough, an executive 
director at the Natural Capital Coalition, and Mr. Baptiste 
Cassan-Barnel, a sustainability performance manager at 
Kering, to participate in a lively discussion on how to apply 
natural capital protocols.

Exhibit at Eco-Products in Japan
Held annually in December at Tokyo Big Sight, “Eco-
Products in Japan” is one of the nation’s largest environ-
ment-related events.
 SuMi TRUST Bank had from 2007-2011 highlighted bio-
diversity as the main theme of the booth it opened jointly 
with the Ecosystem Conservation Society-Japan and the 
Association of National Trusts in Japan at the event, but 
its exhibit theme since 2012 has been natural capital. The 
exhibit explains the economic signifi cance of natural capi-
tal through displays of the Bank’s initiatives for investment 
and loan products and real estate, information disclosure, 
and support for activities of the National Trusts.

Exhibit at Eco-Products in Japan

SuMi TRUST Holdings signed a leadership declaration under the Business and Biodiversity 
Initiative “Biodiversity in Good Company” at the ninth meeting of the Conference of the Parties 
(COP 9) to the Convention on Biological Diversity held in May 2008 in Germany. Since then, we 
have continued to carry out activities in line with the principles of the declaration, which was led 
by the German government.

Declaration Status of initiatives during 2016-2017

 1.  Analyzing corporate activities with regard to their impacts on biological 
diversity

We continued to provide investment trusts that assess impact on biodiversity and loan 
products that include impact on natural capital in their assessment criteria.

 2.  Including the protection of biological diversity within their environmental 
management system

In our CSR promotion system, we draw up a plan for each fi scal year on efforts related to 
natural capital and review their performance semiannually.

 3.  Appointing a person in the company responsible for steering all activities 
in the biodiversity sector and reporting to the Management Board

The Chief Sustainability Offi cer in the Corporate Planning Department supervises all ac-
tivities and reports to the Executive Committee. 

 4.  Defi ning realistic, measurable objectives that are monitored and adjusted 
every two to three years

We have set objectives in the CSR Midterm Plan for measures including those related to 
natural capital, and we review performance at the Executive Committee.

 5.  Publishing activities and achievements in the biodiversity sector in the 
company’s annual, environmental, and/or corporate social responsibility 
report

We publish a yearly Natural Capital feature report. We disclose our biodiversity initiatives 
in our CSR report and at various events.

 6.  Informing suppliers about the company’s biodiversity objectives and inte-
grating suppliers accordingly and step by step

We continue to pay attention to procurement of copier paper and offi ce supplies linked to 
illegal logging in tropical rain forests, which has large detrimental impacts on biodiversity. 
In our fi duciary services business, we engage as a shareholder with investee companies on 
activities that contribute to natural capital destruction and voice our concerns.

 7.  Exploring the potential for cooperation with scientifi c institutions, non-
governmental organizations (NGOs) and/or governmental institutions 
with the aim of deepening dialogue and continuously improving the 
corporate management system vis-à-vis the biodiversity domain.

We continue to be active in the Natural Capital Study Group, which was established in April 
2013. Its participants come from all walks of life, including companies, national and local 
governments, universities, research institutes, and NGOs. The Natural Capital Study Group 
works closely with WWF Japan in the Consortium for Sustainable Paper Use.
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Environmental rating loans
Evaluation items for environmental rating

Natural capital evaluation (optional)
Five elements of natural capital

Three items targeted in natural capital evaluation

The sustainable use of natural capital as resources is vital 
for a company to continue its business. There is a grow-
ing awareness that natural capital-related procurement risk 
management across the global supply chain is an indis-
pensable part of management strategy. 
 In April 2013, SuMi TRUST Bank launched its 
Environmental Rating Loans with Evaluation of Natural 
Capital Preservation, which embed the concept of 

evaluating impacts on natural capital and a company’s 
initiatives into the environmental-rating evaluation pro-
cess that assesses its environmental measures. This is 
the world’s fi rst attempt to incorporate natural capital 
evaluation into loan criteria, and the Bank’s efforts have 
been cited in Japanese government environmental white 
papers and European Commission reports as an example 
of leading-edge practice.

Initiatives for Loans
Environmental Rating Loans with Evaluation of Natural Capital Preservation

Example of output from a Natural Capital Evaluation Tool

Natural Capital Evaluation
Natural capital evaluation is a service that calculates natu-
ral capital dependence arising from corporate activities and 

estimates the degree of impact for each procured item and for 
each country and region, tracing back through supply chain.

(1) Gaining quantitative risk data related to the supply chain that can be used for management judgments
   Can obtain previously hidden risk data related to environmental impacts and the use of resources that are 

essential to global supply chain management
(2) Obtaining quantitative data on environmental impacts that can be used for information disclosure
   Can use the data for scope 3 responses to surveys such as the Carbon Disclosure Project (CDP) survey and for 

disclosures in integrated corporate reports

Evaluating Supply Chain Impacts on Natural Capital

Benefi ts of Natural Capital Evaluation

Natural Capital Considerations: A Global Perspective

Breakdown of water usage volume in each region by sector Ratio of land usage area by region

GHG* emissions volume is likewise 
calculated by sector and region.

* GHG stands for greenhouse gases

Japan

China

Asia (ex Japan and China)

Oceania

USA

Americas (ex USA)

Europe

Africa

18%

13%

15%7%

5%

14%

18%

10%

0

5%

15%

10%

20%

25%

Coal, oil, gas, other minerals

Electrical equipment

Energy
Heavy industries
Industrial products

Shipping equipment parts

Service industriesAgriculture, forestry, 
and fi sheries

Strategy and enviroronmental manageementt Fauna

Flora

Water usage
volume

Water

Land usage area

Soil

GHG emissions 
volume

Air

Terms of loan decided based on environmental rating Reporting on environmental burden and risk 
information in upstream supply chains

Climate change/gllobal warming mittigatioon efffffoorrtss

Resource recyclingg/pollution counteermeassureess

Environmental frienddliness of products annd envvironnmmmeentatal buuussinneesssss

Environmentally friiendly properties

Biodiversity

Introduction 
of 

qualitative 
evaluation 

related 
to natural 

capital

Note:  “Optional” refers to 
ESCHER calculations 
provided by PwC Sus-
tainability LLC that are 
not available without 
loan products.
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In 2010, the SuMi TRUST Group developed the world’s fi rst 
Japanese equity fund that evaluates the status of biodiver-
sity efforts at companies from a global perspective such 
as sustainable use and conservation of biological diversity, 

an important component of natural capital, and uses those 
evaluations to screen and select stocks for investment. 
According to the research of SuMi TRUST Bank, no other 
Japanese equity fund is designed around such a concept.

Initiatives for Asset Management: Responsible Investment
Biodiversity Companies Support Fund

Natural Capital Risk Management for Investment
For corporate conduct SuMi TRUST Bank determines is in 
needs of correction in light of international norms such as the 
UN Global Compact and OECD Guidelines for Multinational 
Enterprises, it collaborates with the responsible investment 
team at ISS-Ethix* to engage with investee companies in 

a discussion toward resolving the issues and verifying their 
implementation of countermeasures.
*ISS-Ethix is a consultant offering ESG-related advisory services established by proxy vot-
ing advisory firm, Institutional Shareholder Services Inc.

Genting
(Head offi ce is in Malaysia)

CASE 1

Genting Plantations (GP), a 
subsidiary of Genting Ber-

had, owns palm oil plantations in Malaysia 
where water pollution concerns surfaced. 
People living in local communities brought 
up the issue to the Roundtable on Sus-
tainable Palm Oil (RSPO). While working 
to confirm evidence relating to the case, 
SuMi TRUST Bank conducted hearings on 
the state of initiatives aimed at improving 
the situation at relevant sites.

Genting Plantations 
acknowledged its 

sites did not satisfy the principles and cri-
teria for sustainable palm oil production 
and so it carried out an environmental 
assessment aimed at ameliorating the is-
sues raised. The Bank was informed that 
Genting had reached an agreement on 
its future guidelines with local communi-
ties, and with RSPO as a relevant party.

Dialogue 
overview

The investee 
company reaction

BHP Billiton
(Head offi ce is in Australia)

CASE 2

Samarco Mineração S.A., a 50/50 joint venture be-
tween Australia’s BHP Billiton Ltd. and Brazil’s Vale S.A., 

operates the Samarco iron ore mine in Brazil, where at least 11 people 
died as a result of the collapse of a tailings dam. Samarco has rebuilt 
the tailings dam but Brazil’s federal environment agency IBAMA 
continues to question whether the tailings dam has been adequately 
reinforced. While Samarco has disclosed information about the envi-
ronmental impact caused by the dam’s bursting, it has not disclosed 
its findings on the causes of the dam’s collapse nor whether it had 
adequate preventive measures in place, therefore, a hearing has been 
convened on the state of initiatives aimed at improving relevant sites.

The Bank received from BHP Billiton a report 
on the cleanup of environmentally damaged 

sites prepared by Fundacao Renova, a foundation established with 
the aim of restoring sites harmed by the collapsed dam.

While the Fundacao Renova report confirms 
some progress has been made in environmental 

recovery work, the Bank has mentioned there might be problems in 
how BHP Billiton responded to the environmental disaster as it did 
not prepare the report. In addition, the Bank also urges BHP Billiton 
to remain responsive to the concerns raised by regulator IBAMA, as 
BHP Billiton’s response to matters raised remains incomplete. 

Post-dialogue 
actions

The investee 
company reaction

Dialogue 
overview

Engaging 
Palm Oil Companies

CASE 3

Demand for palm oil is surging owing to 
its ease of use and the growing prefer-
ence for health products but reckless 
plantation development is contributing 
to tropical rainforest destruction and bio-
diversity loss. The Bank asks major palm 
oil companies such as Malaysia’s Sime 
Darby Berhad to refrain from develop-
ment on high conservation value (HCV) 
forests, high carbon stock (HCS) forests, 
and peat land, abstain from clearing for-
ested land using slash-and-burn method 
to prepare sites for development, ban 
practices that exploit indigenous or 
aboriginal peoples or laborers, reduce 
greenhouse gas emissions at existing 
plantations in a phased manner, comply 
with local and relevant overseas laws and 
regulations, and adopt best practices.

*  We use a risk metric to measure the capacity of companies to respond to natural capital risk, referencing the Natural Capital Effi ciency Index (NCEI factors in the 
relationship of net sales to energy & water use and waste generated). The metric is an index of the magnitude of natural capital risk that could lower NCEI (NCEI/
amount of goods or services per unit of natural capital). It draws on material balance reports companies in Japan issue.

Evaluation Axis for Selecting Companies for Investment

Investment Process

Portfolio

Investment
universe

Listed companies in Japan
(including emerging 

market)

Evaluation of 
the status of 
biodiversity 

efforts

List of 
companies with 

biodiversity 
commitments

Risk management

Companies that actively take measures to 
mitigate the impact their business activities 
have on biodiversity* 

1 Business opportunities

Companies that provide technologies or 
services that preserve biodiversity

2 Long-term goals

Companies that have set action plans or 
other long-term goals for conserving biodi-
versity

3

STEP 1: The Japan Research Institute
Surveys and analysis regarding the status 
of biodiversity efforts 

STEP 3: Sumitomo Mitsui Trust Asset Management
Creation of portfolio

STEP 2: Sumitomo Mitsui Trust Bank
Selection of stocks for investment
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Contribution to Conserving Japan’s Bountiful Natural Capital

Land is the foundation of natural capital in terrestrial eco-
systems. The formation of ecological networks requires 
acquiring land that links rich ecosystems together. Not 
only is development destroying natural habitats but in the 
past few years those lands whose succession rights have 
been relinquished or unregistered have grown sharply due 
to Japan’s shrinking population. We think retaining and 
expanding managed natural preserves will be effective in 
checking erosion in Japan’s natural capital and forestalling 
growth in mountain forests and farmland where land own-
ership is unclear.
 On the basis of such perspectives, activities to support 
National Trusts through the donation of funds for acquiring 
land are implemented at SuMi TRUST Bank (see page 134).
 Through social contribution donation trusts (see page 
40), clients can support the activities of National Trusts that 
are advanced by Ecosystem Conservation Society-Japan, a 
public interest incorporated foundation.

Acquiring Sites

Restoring Natural Capital in Cities
Construction Consulting on How to Foster Biodiversity and Ecosystems
Through the use of CASBEE for Real Estate*1 and JHEP*2 

together, the environmental performance of properties can 
be improved across many dimensions, helping to increase 
overall property value.
 At SuMi TRUST Bank, biodiversity considerations are 
included in our menu of construction consulting services.

measures, biodiversity, durability, and resource effi ciency.
 The value of buildings decline with age but the biodiver-
sity value increases every year as the ecosystem surround-
ing it forms. These offsetting lifecycle patterns can maintain 
the combined value of the building and site together as 
a whole. Ecological networks can be created through the 
connection of local communities, neighboring buildings 
and green nature reserves.

 A building’s environmental performance is evaluated on many 
dimensions such as energy savings, global warming mitigation 

*1   CASBEE for Real Estate: The comprehensive assessment system for built envi-
ronment efficiency (CASBEE) certification is an environmental performance 
evaluation system for buildings being developed and promoted in Japan 
under the guidance of the Ministry of Land, Infrastructure, Transport and 
Tourism (MLIT). SuMi TRUST Bank is involved in the establishment of criteria.

*2   JHEP: Japan Habitat Evaluation and Certification Program is a sys-
tem is a system developed by the Ecosystem Conservation Society-
Japan to quantitatively evaluate and certify efforts to contribute to the con-
servation and restoration of biodiversity.

Acquiring Land: Support for National Trusts’ Activities
Why Ecological Networks Matter
Our everyday lives and economic activities rely on abun-
dant biodiversity. Keeping the diverse environments 
where various living creatures use, and linking the places 
via pathways called “corridors”; this is the idea of ecologi-
cal networks.

 We believe evaluating 
impacts on regional and 
building natural capital 
and developing meth-
ods to manage these as 
well as constructing eco-
logical networks will help 
to address natural capital 
problems in Japan and 
lead to the formation of 
a sustainable society.

High-value natural
capital areas

Real estate prices: low
Natural capital: abundant

Cities
Real estate prices: high
Natural capital: scarce

Improving biodiversity
quality

Maximize natural capital and 
biodiversity via ecological networks

Halting the erosion of
nature due to development

Setting aside more land for
flora and fauna

Suburbs
Real estate prices: mid-range

Natural capital: mid-range

CASBEE for Properties*

JHEP certification system**

Financial valuation of nature value

Environmentally friendly buildings

Biodiversity offsets (no net losses realized)

National Trust activities

*CASBEE for Properties is a simple evaluation system for the environmental performance of buildings (the 
name of this program was changed from “CASBEE for Market Promotion” in November 2014).

**JHEP is a habitat evaluation certification developed to quantitatively evaluate and certify efforts to con-
tribute to the conservation and restoration of biodiversity.

CASBEE for Real Estate
(CASBEE: the comprehensive assessment system 

for built environment effi ciency)

JHEP
(JHEP: Japan Habitat Evaluation and 

Certifi cation Program)

Key focus points for evaluation certifi cation
• Better energy effi ciency and environ-

mental sustainability
• Better intellectual and labor productiv-

ity, better indoor environments

Evaluation items in CASBEE for Real Estate
1 Energy/greenhouse gases
2 Water
3 Use of resources/safety
4 Biodiversity/sustainable site
5 Indoor environment

Key focus points for evaluation certifi cation
• Improve natural value of biodiversity 

versus pre-project situation
• Habitat well suited to native fl ora/fauna

JHEP certifi cation requirements for 
new evaluations
1 No net loss in natural value of biodi-

versity
2 Quality of biodiversity exceeds the 

minimum specifi ed level
3 No use of specifi ed foreign invasive 

species

Increases Overall Property Value

Change in Property Value with 
Age (image)

Property value

Time

P
ro

p
erty value

Biodiversity value

Building value




