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Natural Capital related 

Initiatives Using Our 

Financial Capabilities
The global environment is the foundation for sus-
taining the life of various living creatures. It com-
prises of natural capital, such as water, air, soil, as 
well as marine and terrestrial fauna and flora that 
are grown in such resources under the blessings of 
the sun. Humans also depend on natural capital and 
have utilized it to build social systems and develop 
the economy. In this process, however, humans have 
also caused significant consequences.

Natural capital is not inexhaustible. Supplies may 
be exhausted sooner or later unless we accurately 
track and manage our dependence and impacts on 
natural capital. This is closely interlinked with hu-
mans’ day-to-day activities. For this reason, all SDGs 
are connected with natural capital. Primarily from 
the perspective of corporate activities, the Group 
focuses on natural capital in Japan, which constitutes 
the foundation of our businesses, as well as natural 
capital outside of Japan, on which we depend highly 
for the procurement of raw materials and parts. We 
have selected goals that contribute to proper depen-
dence on and management of such natural capital.

•  Deepening understanding of the importance of natural capital

•  Establishing approaches for tracking companies’ dependence and impact on natural capital

•  Visualization of natural capital risks that lead to damaging corporate value

•  Expanding financial transactions that contribute to solving companies’ challenges related to natural capital

Challenges 
for Achieving 
the Goals

•  Appeal the concept and importance of natural capital through various opportunities, such as proposals and seminars for clients.

•  Contribute to establishing methodologies for appropriately managing dependence and impacts on natural capital, such as 
natural capital protocols.

•  Identify natural capital risks that have serious impacts on the continuation of overseas procurement, businesses, and projects, 
and incorporate them into investment and loan processes from the ESG perspective.

•  Taking into account that land is the foundation of natural capital in terrestrial ecosystems, strive to restore ecosystems that are 
suitable for various areas, ranging from mountainous regions to cities, and contribute to the formation of ecological networks.

•  Promote related businesses, such as increasing sales of Environmental Rating Loans with Evaluation of Natural Capital 
Preservation and developing the forestry trust.

Initiatives for 
Solving the 
Challenges

•  Appeal through proposals and seminars for clients: At least 20 activities a year

•  Credit policy related to natural capital: Introduce in fiscal 2018

•  Development of forestry trust: Launch product in fiscal 2019

KPIs for 
Solving the 
Challenges
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Commitment of  
Financial Institutions 
under the Natural Capital 
Finance Alliance  
(Excerpt)

We will support the development of methodologies that can integrate natural capital con-
siderations into the decision-making processes for all financial products and services in-
cluding loans, investment, and insurance policies.
(a)  We will apply a holistic approach to the evaluation of bonds and stocks by integrating natural capital con-

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

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

What is Natural Capital?
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. The way 
we live depends on natural capital and the ecosystem ser-
vices they provide. We thus feel continued wise use of 
natural resources which constitute natural capital over the 
long run goes beyond mere environmental conservation. It 
must extend to putting communities on a solid social foun-
dation to enable sustainable economic development.

Fauna

Supporting services
Nutrient salts cycle, soil formation, 

primary production, etc.

Regulating services
Regulating climate, controlling 

floods, purifying water, etc.

Flora

Provisioning services
Food, fresh water, wood, fiber, 

fuel, etc.

Cultural services
Aesthetic, spiritual, educational, 

etc.

Water Soil Air

Five elements of natural capital

Four categories of ecosystem services

Biodiversity

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 appro-
priate economic and social evaluations of the ecosystem and encour-
aging the sustainable use of living resources through our financial 
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

Sumitomo Mitsui Trust Holdings Action Guidelines for Preserving Biodiversity

Natural Capital Finance Alliance (formerly the Natural Capital Declaration)
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 financial 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).



Sustainability Policy 2 Sustainability Policy 3 Sustainability Policy 4 Sustainability Policy 5 Sustainability Policy 6Sustainability Policy 1

030

S
u

m
ito

m
o

 M
itsu

i Tru
st H

o
ld

in
g

s, In
c.

E
S

G
 R

e
p

o
rt 2

0
1

8
/2

0
1

9

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

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 governments, universities, 
research institutes, and NGOs, the study group meets reg-
ularly to debate the research themes of each member from 
a wide array of angles. At the 17th meeting co-organized 
with the Principles for Financial Action for the 21st Century 

(PFA21) in April 2018, Mr. Mark Gough, Executive Director 
at the Natural Capital Coalition, a coalition formed with 
the objective of promoting natural capital, was invited to 
deliver an address. He spoke on the theme of natural capi-
tal and finance, in view of the content of the finance sector 
supplement to the Natural Capital Protocol that was to be 
released in the following week. His speech was followed by 
a lively discussion.

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.

Mr. Mark Gough and the study group participants

Declaration Status of initiatives during 2017-2018

 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 Sustainability promotion system, we draw up a plan for each fiscal 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 Officer steers all activities and reports to the Executive 
Committee.

 4. Defining realistic, measurable objectives that are moni-
tored and adjusted every two to three years

From fiscal 2018, we have newly set objectives for solving challenges related 
to the SDGs.

 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 
initiativesin our ESG report and at various events.

 6. Informing suppliers about the company’s biodiversity 
objectives and integrating suppliers accordingly and 
step by step

We continue to pay attention to procurement of copier paper and office sup-
plies linked to illegal logging in tropical rain forests, which has large detrimen-
tal impacts on biodiversity. In our fiduciary 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 scientific 
institutions, nongovernmental organizations (NGOs) and/
or governmental institutions with the aim of deepening 
dialogue and continuously improving the corporate man-
agement system vis-a-vis the biodiversity domain.

We continue to be active in the Natural Capital Study Group, which was estab-
lished in April 2013. Its participants come from all walks of life, including com-
panies, 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.



Sustainability Policy 2 Sustainability Policy 3 Sustainability Policy 4 Sustainability Policy 5 Sustainability Policy 6Sustainability Policy 1

031

S
u

m
ito

m
o

 M
itsu

i Tru
st H

o
ld

in
g

s, In
c.

E
S

G
 R

e
p

o
rt 2

0
1

8
/2

0
1

9

Environmental Rating Loans with Evaluation of Natural Capital Preservation
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 process that assesses its environmental 
measures. This is the world’s first attempt to incorporate 
natural capital evaluation into loan criteria, and the Bank’s 
efforts have been cited in Japanese government environ-
mental white papers and European Commission reports as 
an example of leading-edge practice.

Initiatives for Loans

Breakdown of water usage volume in each region by sector

Example of output from a Natural Capital Evaluation Tool

Ratio of land usage area by region

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

Benefits of Natural Capital Evaluation

Natural Capital Products and Services

Coal, oil, gas, other minerals

Electrical equipment

Energy
Heavy industries

Industrial products

Shipping equipment parts

Service industriesAgriculture, forestry,  
and fisheries

0

5%

15%

10%

20%

25%
18%

13%

15%7%

5%

14%

18%

10%

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

Environmental rating loans
Evaluation items for environmental rating

Natural capital evaluation (optional)
Five elements of natural capital

Three items targeted in natural capital evaluation

Terms of loan decided based on environmental rating

Strategy and environmental management

Climate change/global warming mitigation efforts

Resource recycling/pollution countermeasures

Environmental friendliness of products and environmental business

Environmentally friendly properties

Biodiversity

Introduction 
of 

qualitative 
evaluation 

related 
to natural 

capital

Note:  “Optional” refers to ESCHER calculations provided by PwC Sustainability LLC 
that are not available without loan products.

*GHG stands for greenhouse gases

Fauna

Flora

Water usage
volume

Water

Land usage area

Soil

Reporting on environmental burden and risk 
information in upstream supply chains

GHG*
 emissions volume

Air
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Biodiversity Companies Support Fund
In 2010, the SuMi TRUST Group developed the world’s first 
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

Natural Capital Risk Management for Loans
Natural Capital Risk Management for Loans
SuMi TRUST Bank is a signatory to the Equator Principles, 
a set of international guidelines for private financial insti-
tutions that requires project proponents to give due con-
sideration to the impact on the natural environment and 
the regional community when approving project finance 
and other loans.
 In addition, we have established policies for specific 

sectors that promote business activities with significant 
environmental and social impacts and restrict loans and 
investments to companies and projects with negative 
impact. We also intend to establish a policy for sectors 
that are considered to be involved in the manufacture of 
palm oil and the illegal logging of tropical rainforests dur-
ing fiscal 2018.

Natural Capital Risk Management for Investment (Asset Management)
Sumitomo Mitsui Trust Asset Management (SMTAM) and 
Nikko Asset Management have become signatories to the 
Principles for Responsible Investment (PRI), which was estab-
lished in 2006. The PRI calls on institutional investors to take 
into account environmental, social, and governance (ESG) 

factors in their investment decision-making processes.
 Through engagements, SMTAM requests investees to 
establish guidelines and policies on the use of and risks 
related to natural capital, covering supply chains, and to 
control risks from a long-term perspective.

Case Climate Change: Responding to Restrictions on Palm Oil Production

* We use a risk metric to measure the capacity of companies to respond to natural capital risk, referencing the Natural Capital Efficiency 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

Overview of dialogue

Wilmar is a Singapore-based company that produces palm 
oil. In March 2018, in a collaborative engagement via the PRI 
working group, SMTAM confirmed the company’s opinion 
after expressing the view that there is a risk that exports will 
grind to a halt due to strengthened regulations in Europe, 
and that to continue production, more active information 
disclosure should be undertaken involving other companies 
in the industry.

Response of company

To improve working conditions at the production site, the 
company will join the efforts being made through cooperation 
between the Malaysian Palm Oil Certification Council and the 
“Decent Rural Living Initiative” (supervised by NGO Forum 
for the Future). With respect to the latter, other leading com-
panies in the industry are also taking part. In particular, Wilmar 
considers child labor and the withholding of migrant worker 
passports as some of the central issues. It intends to take steps 
to resolve the issues in consultation with the PRI Secretariat.

SMTAM’s policy

SMTAM confirmed the company’s 
measures for improving the working 
environment and thereby sustaining 
business continuity. It will continue 
engagement to verify the effective-
ness of the measures. 
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Initiatives in the Real Estate Business
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 dimen-
sions, helping to increase overall property value.
 At SuMi TRUST Bank, biodiversity consider-
ations are included in our menu of construction 
consulting services.

A building’s environmental performance is evaluated on 
many dimensions such as energy savings, global warming 
mitigation measures, biodiversity, durability, and resource 
efficiency.
 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.

CASBEE for Real Estate
(CASBEE: the comprehensive assessment system  

for built environment efficiency)

JHEP
(JHEP: Japan Habitat Evaluation and 

Certification Program)

Key focus points for evaluation certification
• Better energy efficiency and environ-

mental sustainability
• Better intellectual and labor productivity, 

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 certification
• Improve natural value of biodiversity 

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

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

versity
2 Quality of biodiversity exceeds the 

minimum specified level
3 No use of specified foreign invasive 

species

Increases Overall Property Value

*1  CASBEE for Real Estate: The comprehensive assessment system for built 
environment efficiency (CASBEE) certification is an environmental perfor-
mance 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 estab-
lishment of criteria.

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

Change in Property Value with Age (image)

An objective assessment of biodiversity considerations in a real estate project can be obtained by acquiring the JHEP certi-
fication, which evaluates environment issues with emphasis on the wildlife habitat.

JHEP: Habitat Evaluation Certification

What kinds of projects contribute to 
biodiversity?

JHEP is a program that compares the value of 
biodiversity before and after a project is imple-
mented. If the value of biodiversity after the proj-
ect exceeds that before the project, the project is 
certified as contributing to biodiversity.

STEP1   Confirming the time axis: The starting time of the target real estate project is determined. In general, the habitat value for 30 years prior to the 
project (evaluation baseline value) and the habitat value for 50 years in the future (total habitat value) are compared.

STEP2   Setting conservation targets: Setting the flora that should be targeted (target flora) and the fauna that should live there (evaluated species).
STEP3   Calculating the total habitat value: Livability index for evaluated fauna species x index of the local suitability for flora based on target flora x time = 

total habitat value.
STEP4   Calculation of evaluation value: The evaluation value is calculated by subtracting the preexisting value of the habitat (evaluation baseline value) 

from the total habitat value gained from the project.
STEP5  Decision whether or not to certify
STEP6  Confirmation of evaluation rating

Japan Habitat Evaluation and Certification Program (JHEP)
JHEP is a system developed by the Ecosystem Conservation Society-Japan to quantitatively evaluate 
and certify efforts to contribute to the conservation and restoration of biodiversity. In addition to the 
JHEP for project developers, there is CHEP for construction contractors.

Sample certificate

Before the
project

After the
project

Evaluation rating
AAA
AA+

AA
A+

A
P(Future forecast

model)

High

Low

Time

P
ro

p
erty value

Property value

Biodiversity value

Building value
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Forestry Trust
Approximately two-thirds of the land in Japan is forest. 
These forest resources are primarily artificial forests that 
were created after World War II. While they have reached 
maturity, many of the forests have been neglected. The 
reasons include forest owners’ disinclination to manage 

SuMi TRUST Bank has begun developing a forestry trust 
scheme in which it is entrusted with trust property—those 
forests where forestry operations are not conducted due to 
reasons, such as owners moving to remote locations and 
old age—and commissioning forest operations to forestry 

the forests. Meanwhile, forestry managers who wish to 
expand forests face setbacks, such as difficulties in acquir-
ing project sites, undeveloped road networks, and difficul-
ties in upgrading capital equipment (forestry machinery).

entities, in order to consolidate and increase the efficiency 
of the forestry business. We will endeavor to revitalize 
Japan’s forestry industry by improving operational produc-
tivity and stimulating the domestic timber market.

Future intention Issues facing the forestry business

Forestry managers’ inclination to expand forests

Source: Forestry Agency, “Creating New Forest Management Approaches”

70%

26%

4%

Expand

Maintain  
current level

Decrease, quit,  
no response

0 10 20 30 40

Difficult to upgrade
capital equipment

(forestry machinery)

Undeveloped
road network

Difficult to acquire
project site

25%

25.5%

37.9%

Forest associa-
tion

Mushroom 
cultivation, 

etc.

Small 
hydropower 
generation

Overview of the forestry trust scheme

1.  The forest owner concludes a trust agreement 
with the trustee and acquires beneficiary rights.

2.  The trustee leases the land, a trust property, to 
the forestry entity and entrusts forest operation. 

3.  The settlor/beneficiary (landowner) can sell the ben-
eficiary rights to forest purchase funds and others.

Beneficiary right  
purchase fund

New ben-
eficiary

Trustee Forestry business operatorForest owner (settlor) • Leased land
•  Operation 

entrustment
Administration 

trust

Sell  
beneficiary 

rights

Land rent,  
business revenue, 

etc.

•  Beneficiary 
rights

• Dividend

•  Forest and mountain 
business

• Power business

•  Mushroom farming 
business

SuMi TRUST 
Bank

Investor

Public-private fund

Other (property owner)

• Fixed asset tax

• Other (insurance, trust fee)

Individual

Individual

Inheritance
Dividend Spending

Investment




