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Biodiversity, also known as the variety of life on earth, is a 
key element to our natural world and the basis from which 
our ecosystems are formed. Humanity is dependent on 
biodiversity for its survival and prosperity.1 The increased 
degradation and agitation of ecosystems driven by human 
activity in the last decade has posed a significant threat on 
natural areas and their vast contributions. As the human 
population continues to increase and near the 9 billion mark, 
driving investment flows towards conservation is a priority to 
restore and preserve the earth’s ecosystems. A recent study 
by McKinsey estimated a $300 - $400 billion a year gap in 
investment for environmental conservation projects.2  
Currently, conservation efforts rely largely on public and 
philanthropic grants, which represent investment flows of 
$52 billion per year.3 Alternative financial mechanisms are 
needed in order to supplement traditional sources of 
conservation capital in order to fill this gap.  Conservation 
Finance is an emerging field that can unlock private capital 
and help to continuously scale conservation projects in ways 
that grants and donations cannot.  

Innovating Conservation Finance

Introduction

Despite the fact that Conservation Finance is still a relatively 
uncharted space, we have begun to see the development of 
innovative instruments such as:   

✦ The Rhino Bond in Africa, 
✦ The Blue Bond in the Seychelles, and  
✦ Redd+ Bonds in South America.  

These instruments, while all different in the way in which they 
interact and partner with given stakeholders, all adopt 
common themes: they require a strong collaboration 
between all parties- particularly private and public 
stakeholders, as well as clear communication and 
division of responsibilities between each entity.  

1  European Investment Bank (2019). Investing in Nature: Financing conservation and nature-based solutions. Available Online: https://www.eib.org/attachments/pj/ncff-invest-nature-report-en.pdf 
2 McKinsey (2016). Taking Conservation Finance to Scale. Available Online: https://www.mckinsey.com/~/media/McKinsey/Business%20Functions/Sustainability/Our%20Insights/Taking%20conservation%20finance%20to%20scale/Taking-conservation-
finance-to-scale.ashx 
3. Ibid
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Impact Bonds, at their core, focus on Results Based 
Financing (RBF). Contrary to the classic RBF model, impact 
bonds incorporate private financing that is used to pay the 
costs of the conservation upfront. Impact bonds bring 
together three key stakeholders:  

1. A Private Investor that provides this upfront payment in 
the hopes of repayment;  

2. An Outcome Payer that identified beneficiaries, defines 
what the payable outcomes will be, and ultimately pays 
for these outcomes; and  

3. Service Providers (almost always local) which are tasked 
with actually achieving these outcomes.4  

In true conservation finance form, impact bonds’ clear 
division of roles allows each party to work in unison with 
each other-- incorporating public stakeholders while 
simultaneously unlocking the private capital it needs.  

Innovating Conservation Finance
Case Study: Rhino Bond 

Since the 1970’s, the number of black rhinos around 
the world reduced from 63,000 to a staggering 2,300. 
Through conservation efforts that number has 
increased to 5,000 today, with the hopes of achieving 
even higher numbers through the help of species 
bonds. The ‘Rhino Bond’ is a $50 million (USD) 
impact bond developed and approved in 2019 and 
set to hit the market this year. The first financial 
instrument dedicated to protecting a species, the bond 
aims to target the Rhino population of South Africa 
and Kenya, a population that has been dwindling 
given changing landscapes as well as illegal poaching. 
With a target of boosting the total global population 
of rhinos by 10%, private investors of the bond are 
most likely to be philanthropic or ESG Impact Funds 
whose payments will go towards the best on the 
ground conservation efforts (i.e. service providers) in 
the region. The first of its kind, if effective, this bond 
will become a standard that can be easily replicated to 
apply towards other species.  

4. Blavatnik School of Government, University of Oxford. Impact Bonds. Available Online: https://golab.bsg.ox.ac.uk/the-basics/impact-bonds/
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How Does it Work? 
This ‘species’ bond, as the Rhino Bond has titled itself, 
is based on a set of outcome payments typical of the 
impact bond. The bond, arranged by private firm 
Conservation Capital, managed by the Zoological 
society of London, and supported by the British 
government, sets population growth targets at certain 
project sites at the start of the issuance. Bond investors 
are paid back their capital, along with a coupon, as 
long as the African black rhino population at the five 
partner sites increases over five years. Organizers of the 
bond say this RBF inspired an outcome payment 

structure could revolutionize conservation financing as traditional donors, such as governments and multilateral 
organizations (outcome payers), will disburse money only on results. Investors assume risk and commit to financing the 
conservation and take losses if target goals are not met. The bond will be structured with different classes of investors, 
with some taking ‘first loss’ positions if targets are missed. The outcome payers, on the other hand, assume no risk and 
pledge to pay these investors back if said targets are hit. While the bond includes some challenges, such as a 5-year 
deferred liability and the risk around the ability of local organizations to deliver outcomes, organizers of the bond say 
that this bond could “bring the private sector into species protection in a new way”.5 If successful, the Rhino Bond will 
open the marketplace for animal species conservation finance. 

5  Financial Times (2019). Rhino Bond Breaks New Ground in Conservation Finance. Available Online: https://www.ft.com/content/2f8bf9e6-a790-11e9-984c-fac8325aaa04 

Image: Own elaboration based on Conservation Capital Consulting Limited
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Blue bonds are innovative financial mechanisms that raise 
funds earmarked for ocean-friendly projects.  The Nature 
Conservancy (TNC) has become a fundamental player in the 
blue bond market, having established a ‘Blue Bond for 
Conservation’ plan that aims to increase the amount of 
conserved marine areas by helping island and coastal 
nations refinance their debt and reallocate it towards 
conservation projects.  

In 2016, in collaboration with the TNC, the Seychelles 
completed a debt-for-nature conversion that was able to 
restructure and buy $21 million (¾ of which came from 
impact capital and ¼ from grants) of their own sovereign 
debt and refinance it. This move helped free up $430,000 of 
capital for marine conservation per year in the Seychelles,  
and later, helped the archipelago issue the world's first Blue 
Bond 2 years later.  

Innovating Conservation Finance

6 The World Bank (2018). Seychelles launches World’s First Sovereign Blue Bond. Available Online: https://www.worldbank.org/en/news/press-release/2018/10/29/seychelles-launches-worlds-first-sovereign-blue-bond 
7 The World Bank (2018). Sovereign Blue Bond Issuance: Frequently Asked Questions.Available online: https://www.worldbank.org/en/news/feature/2018/10/29/sovereign-blue-bond-issuance-frequently-asked-questions

Blue Bonds Case Study: Seychelles Blue Bond 
The Seychelles is an archipelagic region in East Africa that 
consists of around 115 islands with a total land area of 455 
km2 and spread across approximately 1.4 million km2. 
Undoubtedly, marine resources are a critical part of the 
economy with tourism being the first main source of 
revenue followed by fishing (fish products make up around 
95% of the total value of domestic exports).6 The 
Seychelles, in an effort to remove its exploitative fishing 
and tourism practices, has recognized the need to 
establish sustainable practices through improved 
governance and management. This sustainable transition 
though can be costly for a small island nation like the 
Seychelles, both in terms of management costs and the 
socio-economic losses as fish stocks are recovering. The 
Seychelles began exploring these innovative conservation 
finance instruments not only for access to development 
capital in general, but also because since their graduation 
to a high income country, they have had limited access to 
grants and donor aid -- therefore creating a need for the 
strong private/public partnership so common in 
conservation finance.7 
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How Does it Work? 
The Seychelles $15 Million (USD) Blue Bond was issued in 2019 with the help of the World Bank. The World Bank helped 
structure and develop the instrument, reached out to possible investors, provided a $5 million guarantee, and assisted the 
government in setting up a platform for channeling its proceeds. In addition to the support of the World Bank, a concessional $5 
million dollar loan from The Global Environmental Facility (GEF) partially subsidized the payment of the coupons which “allowed 
for a reduction of the price of the bond by partially de-risking the investment of the impact investors, but also by reducing the 
effective interest rate for Seychelles by subsidizing the coupons.”8 The proceeds will be used to finance a Blue Grants Fund ($3 
million) and a Blue Investment Fund ($12 million) that support and fund the expansion of marine protected areas, improve the 
administration of priority fisheries, expand its sustainable fishing industry, and further develop the Seychelles blue economy. As 
a part of this Blue Investment Fund, and in accordance with the Seychelles commitment to the TNC, the Seychelles will be 
focusing on the implementation and design of the Marine Spatial Plan, a plan which designates what human activities are 
allowed in the region's new marine protected areas. Just in this first phase of this plan, over 100 local stakeholders were 
consulted-- an essential part of ensuring that bond proceeds are correctly used in this small archipelago nation. 

8 The World Bank (2018). Seychelles launches World’s First Sovereign Blue Bond. Available Online: https://www.worldbank.org/en/news/press-release/2018/10/29/seychelles-launches-worlds-first-sovereign-blue-bond
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Redd+ Bonds, essentially modified green bonds, offer financial 
incentives to landholders in tropical countries such as Peru to 
keep their forests standing. Redd Initiatives funding is 
contingent on the tons of Reduced Emissions from 
Deforestation and forest Degradation.  

In these Redd+ initiatives, investors can choose between cash 
or a carbon credit coupon as repayment. Redd+ Bonds also 
aim to integrate results-based payments and upfront donor 
grants into the structure of green bonds as a way to unlock 
scalable financing from capital markets. Redd Projects have 
been utilized as conservation instruments before, most 
recently with the IFC backing of the REDD Kasigau Corridor 
Project in Kenya. Launched in 2016, the IFC supported this 
conservation init iative with its forest bond, which 
demonstrated “the power of innovative capital-market 
mechanisms to unlock private sector funds for forest 
protection”.9 Redd+ Projects, seen as somewhat controversial 

Innovating Conservation Finance

REDD+ Bonds

9 International Financial Corporation (2016).  IFC Issues Innovative $152 Million Bond to Protect Forests and Deepen Carbon-Credit Markets. Available Online: https://ifcextapps.ifc.org/IFCExt/Pressroom/IFCPressRoom.nsf/
0/594A016A78A7B14E8525805D00461397

Althelia Climate Fund 
Mirova is an asset management firm that is dedicated to sustainable 

investment. Most recently they created the Althelia Climate Fund, a 
fund whose investment thesis is to focus on sustainable land use 

activities that generate real assets, including certified agroforestry 
produce, alongside new environmental assets, such as carbon. 

Althelia has grown to become a €100 million blended finance fund 
that counts the EIB, The Dutch Development Bank, The Church of 
Sweden, and Credit Suisse as initial investors (all assured by the 
USAID’s guarantee that investment losses in the fund would be 

covered up to 50%). Althelia “seeks projects where we are part of a 
public private partnership that shares responsibility and returns 

under a principle of performance measured by social, 
environmental and economic benefits.”  Land use impact funds like 

Althelia have the privilege of being able to unlock key private 
capital to complement public resources and philanthropy to 

address sustainable land use development. The Althelia Climate 
Fund (ACF) agreed to finance the long-term conservation of over 

591,119 hectares of threatened land. Their investment, in 
collaboration with the Peruvian State through the National Service of 

Protected Areas (SERNANP) and the Centro de Investigación y 
Manejo de Áreas naturales (CIMA), provides the necessary financial 

resources to improve local agricultural practices, biological 
monitoring, scientific research, and surveillance within the areas.  

for some environmental organizations such as Friends of the 
Earth, provide an innovative solution that particularly tries to 
benefit local stakeholders. 
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Funding will be contingent on the tons of Reduced Emissions 
from Deforestation and forest Degradation. Because payments 
for performance are more certain than offsetting, they present 
a unique opportunity for tropical regions that have made 
considerable steps to reduce rates of deforestation, to 
effectively continue with that momentum by activating this 
large-scale financing. 

The project aims to work with 400 local 
farmers in the region to not only gain 
fairtrade and organic certifications, but  
to also establish a floor price and a 
premium for their cocoa. Farmers in the 
region receive financing under the 
condition that they will not deforest, but instead restore 4,000 
hectares of degraded land with cocoa-based agroforestry 
systems. Payments for performance are reflected in the share 
of revenues from these cocoa sales that go to investors. In 
addition to this, the funds $7 million carbon asset-backed loan 
is fully collateralized by the projects’ emissions reduction units 
and Peruvian insurance company, Pacífico Seguros, purchased 
offsets from the project with an aim to avoid the emission of 
more than 4.5 million tons of CO2 equivalent by 2020. 

Innovating Conservation Finance

10 Althelia Funds. Tambopata-Bahuaja Biodiversity Reserve. Available Online: https://althelia.com/investment/tambopata-bahuaja-redd-and-agroforestry-project/

Case Study: Tambopata-Bahuaja 
Tambopata National Reserve and Bahuaja-Sonene 
National Park in Peru have some of the vastest 
collections of biodiversity in the world, providing 
essential services such as carbon sequestration and 
regulation of the water cycle.10 The park is constantly 
under threat as unsustainable land use and inefficient 
farming systems, slash and burn practices, and illegal 
mining and deforestation have become common. The 
Tambopata-Bahuaja Redd+ and Agroforestry project, 
worth an estimated $7 million USD, covers these two 
national lands in addition to 4,000 hectares of 
degraded land that is in the buffer zone around the 
parks. In collaboration with the Althelia Climate Fund, a 
conservation fund which serves as a key link between 
private capital and public stakeholders, this project is 
aiming for a more local approach. The intention of the 
investment is to restore the buffer zone through 
improved agroforestry systems with aim of providing 
deforestation-free cacao and to improve the 
livelihoods of farming communities in this region. 
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Blog Post by Andrea Raull, Intern HPL.LLC 
Andrea Raull is an intern at HPL LLC and a senior at NYU 
University double majoring in History and Global Public 
Health. In the past she has interned for the Mission of 
Mexico to the United Nations and has focused most of her 
college career to studying the history of Latin America. 

HPL provides sustainable finance advisory to institutional 
clients with the mission to accelerate capital flows to support 
the sustainability agenda. With its experience in 
sustainability and the financial industry in LAC, HPL has 
positioned itself as an expert in sustainable finance in the 
region.  

Conservation Finance, particularly that which is meant to 
address environmental issues that have been further 
exacerbated by recent climate change, still remains a 
relatively new space. As the quality of ecosystems have 
decreased due to human behavior, the need for larger 
amounts of capital from more diversified sources has 
increased. Species/Impact Bonds, Blue Bonds, and Redd+ 
Projects and the cases outlined above, help provide other in 
need countries with not only a blueprint, but also with an 
understanding of the unique potential societal and 
geographical challenges of such an instrument and its best 
practices. Regardless of the unique alterations that will be 
done on each instrument depending on the country or area 
itself, the clear division or roles and constant communication 
between stakeholders remains constant. By requiring both 
public (local) and private actors to work in collaboration 
these financial instruments give lower income countries 
access to amounts of financial capital and leadership that 
perhaps would be unavailable otherwise, and in turn, allow 
them to scale conservation efforts in a way that benefits us 
all. 

Innovating Conservation Finance

Conclusion
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