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What do participants need to know about the topic?
Land degradation as a major issue
An urgent global problem needs to be addressed: the extent and severity of land
degradation worldwide is worrying, and the negative impact on our environment,
people and the economy cannot be ignored. Land degradation has significant impacts
on societies and economies as it leads to food insecurity, carbon emissions, biodiversity
loss, increased pests, reduced availability of clean water and increased vulnerability of
affected areas and their populations to climate change. Today, the pressure on land has
reached such a critical point that serious doubts have been raised as to the capacity of
land to meet the demands of a growing population.
On the other hand, solutions for tackling land degradation bring benefits of multiple
environmental, social and financial dimensions. Stopping land degradation is a major
step toward mitigating climate change, as soil is the second largest carbon storage after
the ocean. Land management is also at the heart of many other sustainability issues – it is
the instrument that connects the dots between challenges such as food security, poverty,
gender equality, water availability and biodiversity. Managing land wisely would allow the
world to simultaneously address and alleviate these other global problems.

To achieve LDN by 2030, large amounts of financial resources need to be
mobilized for land rehabilitation and degradation avoidance. As public resources
alone will not suffice, it is necessary to find ways to massively engage private
capital. The UNCCD, through its operational arm the Global Mechanism
(GM), decided to tackle the LDN challenge by promoting the creation of an
independent fund to support initiatives that aim to contribute to LDN: the
LDN Fund project. In December 2015, the GM selected Mirova, a Natixis Group
management company dedicated to sustainable investment, as the Fund
structuring partner and co-promoter of the LDN Fund.

Why is the LDN Fund project relevant?
The six months following the announcement of the partnership between Mirova
and the UNCCD were dedicated to assessing project feasibility by analyzing the
market and the need – or not – for the LDN Fund.
The LDN project team worked to improve understanding of the LDN market
through a two-pronged approach:

Land Degradation Neutrality (LDN) as a priority

••

LDN became a global news headline in 2015: that year, the target of achieving LDN
by 2030 was officially set as part of the United Nations Sustainable Development
Goals (SDG 15.3). This means ensuring that the amount of healthy and productive
land that each country depends on for ecosystem services (such as food, water and
temperature regulation) remains at least stable going forward. That same year, the UN
Convention to Combat Desertification (UNCCD) adopted LDN as the vehicle for driving
implementation of the convention.

••

A market study was conducted by the LDN team, supported by an
independent consultant. This top-down approach intended to assess the
current state of land degradation in the world, identify the existing initiatives
as well as projects and players on the field and eventually conclude whether
there is a need for an initiative such as the LDN Fund project.
In parallel, approximately 50 projects contributing to LDN were analyzed by
our team. This bottom-up approach resulted in a better understanding of the
projects and their issues and opportunities, as well as what role the LDN Fund
could play once it was created.
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The LDN market to date consists primarily of sustainable land use investments, and, to a
smaller extent, projects for land degradation rehabilitation. It is still in the early development
phase, with various players along the value chain playing different and evolving roles.

The LDN Fund project intends to complement and leverage existing initiatives by
creating a link between the bottom-up approach (projects developed on the field)
and top-down initiatives (government targets, institutional initiatives, etc.)

Pioneer fund managers and project developers have paved the way of this nascent
market with viable LDN investments aimed at generating social, ecological and financial
wealth, essentially decoupling economic growth from land degradation and from the
old industrial model of extraction.

Fund overview

The market needs many more of these investments to achieve the LDN target. Key
themes that emerged from market observations include a lack of track record at
the manager and sector levels, a shortage of investments with risk-adjusted returns
that appeal to private investors and insufficient funding for LDN investments as a
consequence of the sector’s immaturity.
Growth of the LDN market entails overcoming the challenges of raising and deploying
capital that targets scalable profitable projects.
Just as importantly, enabling conditions that would allow the LDN Fund to succeed are
improving: country leaders are becoming aware that properly managed LDN investments
can bring long-term benefits that outweigh investment costs. Their support for LDN
investments is demonstrated by the quickly growing number of countries that are setting
commitments at national, regional and international levels to combat land degradation.

The LDN Fund concept
Considering the current market challenges and opportunities, the LDN Fund could
be the source of catalytic capital that has thus far proved elusive to fully unlock the
potential of private capital. The LDN Fund could in particular utilize different investment
strategies to develop a well-structured program that invests globally at scale. It could
also play a pivotal role in complementing existing funding sources and channeling
further capital into the sector.

Figure 1 presents a global view of how the LDN Fund would be set up.

Land Degradation
Neutrality Fund
INVESTEES (Assets)
Projects from various sectors
• land rehabilitation
• sustainable agriculture
• sustainable forestry
• sustainable infrastructure
Projects meeting four criteria
• strong contribution to LDN and strict
environmental and social standards
• potential for scalability or replicability
to maximize impact
• bankability/ability for the project to
generate return
• investment readiness with potential
assistance from the Technical
Assistance Facility
Developers are able to repay the
financing provided by the Fund thanks
to projects returns

Figure 1. Setup of LDN Fund.

FUNDING (Liabilities)
Capital raised from public and private
investors
• public: DFIs, international and
multilateral financial institutions,
donors
• private: impact investors, institutional
investors, foundations
Layered structure with different
risk-return profiles
• public investors being junior to private
investors
• fund share subscription and potential
issuance of note
Investors have expectations in terms of
impact and return
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Regarding funding, we believe there are already many factors that could enable the
LDN market to “cross the chasm” and attract capital from more mainstream private
investors. As the world moves from a voluntary, philanthropy-driven conservation
model to one that is more pragmatic and market-driven, it follows that funding
for the world’s LDN investments would also need to come not only from public
and philanthropic funding but also the private sector. Public investors and donors
with a greater tolerance for risk would invest in junior and mezzanine shares of the
Fund. These shares would take any first losses resulting from the Fund’s underlying
investments, effectively building a risk cushion for private impact investors, institutional
investors and foundations looking to invest in LDN and SLM (sustainable land
management) projects but who may be concerned about such a fund’s inherent risk.
On the assets side, we observe that the main trends of land degradation are heavily
tied to land-use change (deforestation) and unsustainable agricultural practices
(crop mismanagement or unsustainable grazing management). As a consequence,
reversing these trends by promoting sustainable forestry and agriculture practices
will be key to combating land degradation. Sustainable land management
strategies in forestry and agriculture can include reforestation, sustainable forestry
management, agroforestry, crop production that ensures long-term soil health
and sustainable grazing management. Depending on the condition of the land,
productive land uses could require initial complementary approaches of land
restoration (for degraded or abandoned land) and reclamation (for previously
industrially contaminated land) before developing long-term sustainable land
management practices.

Fund investment approach
Investments made by the LDN Fund should be aimed at generating
social, ecological and financial wealth. The LDN investment approach
would be based on three main types of investment:
1. Working with industries on transforming their supply chain.
In the face of rising supply chain disruption and commodity price
volatility risks, as well as reputational concerns, companies such as
those in the food and beverage, timber and textile sectors are, albeit
from a low base, accelerating their commitment to sustainability. The
LDN Fund could be a partner and support such projects.
2. Scaling up existing projects. Pioneer developers and fund
managers operating in the field have already launched projects that
have demonstrated their success. The LDN Fund intends to leverage
existing initiatives. Teaming up with these players and working with
them on making their projects grow in size and integration would be
the second kind of investment type.
3. The LDN Fund would also aim at supporting small-scale projects
by teaming up with other funds and, potentially, microfinance
institutions. The precise form is still being discussed by
potential partners.
The LDN Fund is expected to provide long-term financing for impactful
land use transformation for all three types of investments noted above.

Land Degradation Neutrality Fund project

5

What are the current challenges in relation to the topic? Which
concrete measures do we propose to overcome these challenges?
Investors need to be convinced
Natural capital has been emerging for some years as an investment class. It relates
to natural resources finance, agriculture and forestry investments, conservation
finance and more widely real asset investments. LDN finance relates to this more
global asset class but with a specific environmental and social edge.
These investments are still considered alternative, hence risky, and investors
need to be convinced. The market is also new and lacks a track record, as do
asset managers. The funds we have observed in the field are often first-time
funds, even if the teams are experienced. Moreover, the geographic scope
of the Fund is global, with projects often located in developing countries.
Whereas this aspect characterizes natural capital investments – the location of
natural resources cannot be chosen or displaced – it is not favored by investors.
Nevertheless, there is a great momentum and support from project operators,
large corporations, NGOs and public institutions contributing to the emergence
and progressive maturity of the LDN sector that can encourage the commitment
from private investors.
We have so far witnessed a really strong interest coming from both public and
private investors for the LDN Fund project. Investors understand the need for
such a fund and seem convinced that it could achieve both financial returns and
environmental and social benefits, which are gaining in importance in their eyes.
We are firmly convinced that massive amounts of capital can be unlocked and
invested in land restoration and conservation.

We believe that several elements are crucial to fully convince potential investors to
accompany the LDN Fund project:
••
••
••

showing a strong pipeline and demonstrating the robustness of underlying
projects’ business models
“keeping it simple” and using existing schemes and structures known by investors
onboarding donors that will provide first loss capital in order to reduce risk and
provide technical assistance. This support should counterbalance the lack of
track record and accelerate market maturity.

The ability to deploy capital is limited so far, due to
a lack of track record
The typical project supported by the LDN Fund should meet the following
four criteria:
1. significant contribution to land rehabilitation and/or land degradation
avoidance and high environmental & social contribution
2. size: as the LDN Fund intends to be a large fund, projects should themselves
have an important initial size or a potential to scale up
3. readiness-to-invest: the LDN Fund does not intend to offer subsidies
so potential projects should already have reached maturity stage (with
potential for preliminary technical assistance provided through the Technical
Assistance Facility)
4. financial profitability.
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To overcome this issue, we envision two main approaches:

serving a public good objective. In doing so, it would work hand in hand with
many stakeholders, including international organizations, project developers,
corporations and civil society, notably NGOs. It is thus crucial to favor
constructive dialogues with these players. This is a major challenge that needs
to be taken into account in the structuring process of the Fund.

••

To gain stakeholder support, the LDN Fund team has worked very hard to:

Our double market analysis (bottom-up and top-down) showed that such projects
are difficult to find. They are often too small or not mature enough, and need
some time and help to become eligible.

••

creating a Technical Assistance Facility included in the setup of the Fund that
will help projects to mature and structure
leveraging public and private money and initiatives that could help
developers and projects reach their full potential.

The multi-stakeholder approach requires
important coordination work
Co-promoted by a private investment manager and a UN Convention, the LDN
Fund project aims at being an investment fund achieving financial returns but also

••
••

••

consult with stakeholders and include their feedback during the Fund
creation process through an ad hoc advisory group
factor social and environmental criteria into project selection and
reporting. The standards are currently being refined and discussed with
experts in order to assess their relevance and robustness.
participate in conferences and relevant forums like the GLF to continue
the collaborative approach that was adopted at the beginning of
the project.

Land Degradation Neutrality Fund project

What are our proposed
milestones for implementation?

Who carries responsibility for/
can support implementation?

The first semester of 2016 has been dedicated to the analysis of investment cases,
refinement of the Fund’s structure, defining of investment schemes and securing
public financing and anchor investors. This first phase will close in the summer of
2016, marking the beginning of formal implementation with a focus on broader
and proactive fundraising.

The LDN Fund project is co-promoted by the GM and Mirova, and will be
managed by Mirova once it is created. The project is supported by the
whole Natixis Group as well as the UNCCD.

The LDN Fund should be launched in late 2016.

An Advisory Group has been created to accompany the structuring phase.
It is made up of senior members among LDN stakeholders, and, as a
discussion circle, enables the team to gain feedback from members and
consult them on specific topics.

Contacts
Mirova
Gautier Queru
LDN Fund Project Leader
gautier.queru@mirova.com
+ (33) 1 58 55 66 19

Hélène Champollion-Morel
Development & Communication
helene.champollion-morel@mirova.com
+ (33) 1 78 40 83 39

Global Mechanism of the UNCCD
Markus Repnik
Managing Director
mrepnik@unccd.int
+ 49 (0) 228 815 2862

Simone Quatrini
Coordinator and Team Leader, LDN Fund
squatrini@unccd.int
+49 (0) 228 815 2860

Innpact assists the promoters in the Fund structuring.

On the project side, the LDN Fund intends to adopt a collaborative
approach and complement and leverage existing initiatives. The
Fund is expected to partner with other fund managers and financial
institutions, including local banks and microcredit agencies, to increase
scale and impact.
More generally, the Fund is also expected to partner with all types
of entities involved in sustainable land management, ranging from
consultants, non-governmental organizations, development financial
institutions, local and national authorities, corporations, etc.

7

8

GLOBAL LANDSCAPES FORUM

Disclaimer
This information purpose only document is a non-contractual document intended only for professional clients
in accordance with MIFID.

Under Mirova’s social responsibility policy, and in accordance with the treaties signed by the French government,
the funds directly managed by Mirova do not invest in any company that manufactures sells or stocks antipersonnel mines and cluster bombs.

Investments in the strategy are mainly subject to capital loss risk.
The figures provided relate to previous years and past performance is no indicator of future performance.
This presentation (the ‘Presentation’) is being circulated as an information-only document and does not
constitute an offer, a proposal, or a solicitation to investors to invest in the funds described in this document
and managed by Mirova, nor does it form the basis of, or constitute, any contract. These products and services
do not take into account any particular investment objectives, financial situation nor specific need. Mirova
will not be held liable for any financial loss or decision taken or not taken on the basis of the information
disclosed in this document, nor for any use that a third party might make of this information. This Presentation
in no way constitutes an advice service, in particular an investment advice. In any case, you are responsible for
reading regulatory documents of the fund and collecting any legal, accounting, financial, or tax consultancy
service you may consider necessary, in order to assess the adequacy of your constraints to investment and its
merits and risks.
This document is a non-contractual document and serves for information purpose only. This document is
strictly confidential and it may not be used for any purpose other than that for which it was conceived and
may not be copied, distributed or communicated to third parties, in part or in whole, without the prior written
consent of Mirova. This Presentation may not be used in some jurisdictions where such offers or promotions
have not been authorized by the competent authorities. Each investor must ensure he complies with these
requirements and prohibitions.
No information contained in this document may be interpreted as being contractual in any way. Information
contained in this Presentation is based on present circumstances, intentions and beliefs and may require
subsequent modifications. No responsibility or liability is accepted by Mirova towards any person for errors,
misstatements or omissions in this Presentation or, concerning any other such information or materials,
for the adequacy, accuracy, completeness or reasonableness of such information. While the information
contained in this Presentation is believed to be accurate, Mirova expressly disclaims any and all liability for
any representations, expressed or implied, with respect to this Presentation or any other written or oral
communication to any interested party in the course of the preparation of information concerning the Fund.
Prices, margins and fees are deemed to be indicative only and are subject to changes at any time depending on,
inter alia, market conditions. Mirova reserves the right to modify any information contained in this document
at any time without notice. More generally, Mirova, its parents, its subsidiaries, its reference shareholders, the
funds MIROVA manages and its directors, its officers and partners, its employees, its representative, its agents
or its relevant boards will not be held liable on the basis of the information disclosed in this document, nor for
any use that a third party might make of this information. This document consists of a presentation created
and prepared by Mirova based on sources it considers to be reliable. However, Mirova does not guarantee the
accuracy, adequacy or completeness of information obtained from external sources included in this document.

Additional notes: Where required by local regulation, this material is provided only by written request. • In the EU
(ex UK) Distributed by NGAM S.A., a Luxembourg management company authorized by the CSSF, or one of its
branch offi ces. NGAM S.A., 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. • In the UK
Provided and approved for use by NGAM UK Limited, which is authorized and regulated by the Financial Conduct
Authority. • In Switzerland Provided by NGAM, Switzerland Sàrl. • In and from the DIFC Distributed in and from
the DIFC financial district to Professional Clients only by NGAM Middle East, a branch of NGAM UK Limited, which
is regulated by the DFSA. Offi ce 603 – Level 6, Currency House Tower 2, P.O. Box 118257, DIFC, Dubai, United Arab
Emirates. • In Singapore Provided by NGAM Singapore (name registration no. 5310272FD), a division of Absolute
Asia Asset Management Limited, to Institutional Investors and Accredited Investors for information only. Absolute
Asia Asset Management Limited is authorized by the Monetary Authority of Singapore (Company registration
No.199801044D) and holds a Capital Markets Services License to provide investment management services in
Singapore. Registered office: 10 Collyer Quay, #14-07/08 Ocean Financial Centre. Singapore 049315. R.O.C., license
number 2012 FSC SICE No. 039, Tel. +886 2 2784 5777. • In Japan Provided by Natixis Asset Management Japan Co.,
Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business: The
Company conducts discretionary asset management business and investment advisory and agency business as a
Financial Instruments Business Operator. Registered address: 2-2-3 Uchisaiwaicho, Chiyoda-ku, Tokyo.
The above referenced entities are business development units of Natixis Global Asset Management, the holding
company of a diverse line-up of specialised investment management and distribution entities worldwide.
Although Natixis Global Asset Management believes the information provided in this material to be reliable, it
does not guarantee the accuracy, adequacy or completeness of such information.
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