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State of Finance for Nature in ASEAN

At a glance

Nature-based solutions — a strategic step
toward long-term sustainable development

Despite growing trend of NbS finance —
the investment gap remains substantial

In the face of mounting climate and biodiversity

- Investments in nature-
based solutions in ASEAN
reached USS8 billion in

risks, ASEAN member states are taking steps on
Nature-based Solutions (NbS) as a strategic
priority that can deliver multiple cost-effective

@

climate and biodiversity and land goals at once.
NbS provide proven benefits towards climate,
biodiversity, and land targets formulated in re-
spective Rio Conventions.

2023, but finance flows to
activities harming nature
outweigh positive flows
by 40 times (USS 320

uss
155 bn

Current
finance
flows to

annual investment

needs to achieve
the Rio Convention
targets in ASEAN
Member States by

Public

billion annually) nature-

based
solutions

Creating an enabling environment to
mobilize investment in nature is key

~ There is a significant fi-

nancing gap for nature: 2030/2050
This disparity between the magnitude of finance to meet the Rio Conven-
to NbS and nature-negative investments under- tion targets, finance flows
scores the urgency to address the interconnected to nature-based solutions
crises of climate change, biodiversity loss, and in ASEAN need to increase
land degradation. Investing in nature-based so- 7-fold from current levels
lutions is far from mere expense, but a strategic (USS 8 billion) to reach

USS 320 bn

USS 54 billion per year
by 2030.

step toward long-term sustainable development. uss

Current finance
flows harmful
to nature

165 bn
Private

The recommendations in the report offer practi-

cal ways for ASEAN Member States to unlock

new sources of finance, align incentives, and scale

up NbS implementation across the region. Creating an enabling environment
to mobilize finance into nature and reduce harmful investment is paramount.
ASEAN can not only scale up NbS investments at the national level, but also
inform and strengthen ongoing ASEAN policy processes, initiatives, and plat-
forms that support regional collective actions.

> Se-risking instrument
Mobilize capital for NbS
in agriculture through de-
risking instruments

> F\>ublic procurement
Scale up market demand
for NbS through sustainable
public procurement

> Qisk assessment
Enable private investments
in forestry through nature-
related risk assessment and
monitoring

<> Bata gap
Bridge data and knowledge
gaps about NbS via har-
nessing of existing knowl-
edge platforms

» Payments forecosystems\ » Phase-out subsidy
Scale up financing via Re-purposing environ-
payments for ecosystem mentally harmful subsidies
services schemes through time-bound transi-

tion plans

> C\Iarbon market
Leverage high-integrity
carbon markets to channel
finance flows into na-
ture-based solutions

> I;olicy framework
Develop policy and insti-
tutional frameworks for
mainstreaming nature-
based solutions
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Introduction

Despite remarkable economic growth, ASEAN’s natu-
ral ecosystems face accelerating threats from exten-
sive land use, deforestation, pollution, and loss of bio-
diversity. To counteract this, investing in nature-based
solutions (NbS) can provide a strategic and cost-effec-
tive avenue to address the interconnected challenges
formulated in the three Rio Conventions: the United
Nations Framework Convention on Climate Change
(UNFCCC), the United Nations Convention on Biologi-
cal Diversity (CBD) and the United Nations Convention
to Combat Desertification (UNCCD).

Besides their unique potential to align finance flows
with the targets of the three Rio Conventions, NbS
represent viable investment opportunities. Therefore,
scaling up finance flows for NbS is not just good for
nature, it is an investment in a more inclusive, resilient,
and sustainable regional future.

Over the past decade, ASEAN countries have made
significant strides in integrating NbS into national de-
velopment priorities, leveraging regional cooperation,
and mobilizing both public and private investments for
environmental sustainability.

Several ASEAN Member States have embedded NbS
into their climate, biodiversity and land degradation
neutrality strategies, launched pilot projects that
demonstrate real-world impact, and enhanced in-
stitutional frameworks to attract sustainable finance.

These efforts reflect a growing recognition across the
region that investing in nature is not only essential for
ecological resilience but also offers significant socio-
economic benefits.

Behind this background, the State of Finance for
Nature in ASEAN Regional Study 2025 (ASEAN SFEN),
initiated under Lao PDR‘s ASEAN Chairmanship and
supported by GIZ ASEAN EU-German Climate Action
Programme, the Economics of Land Degradation
(ELD) Initiative and the Frankfurt School of Finance
and Management, seeks to provide actionable in-
sights to scale up and shift finance flows towards
NbS in ASEAN.

It provides evidence-based insights to guide policy-
makers, financial institutions and development part-
ners in directing investments toward NbS, including
sustainable land-use practices and ecosystem resto-
ration. By systematically assessing both positive and
nature-negative finance flows, the report quantifies
the investment gap required to achieve the objective
of the three Rio Conventions — on climate change,
biodiversity, and desertification. These findings offer
policy makers and stakeholders a robust analytical
foundation to better understand the economic and fi-
nancial implications of NbS and to identify opportuni-
ties to realign existing financial system with ASEAN's
sustainability goals.

Importantly, the study introduces a methodological in-
novation for mapping and evaluating nature-negative
finance — an area often overlooked in policy dialogues.
By quantifying environmentally harmful subsidies and
private sector investments, the ASEAN SFN enables
governments to better manage financial risks, iden-
tify inefficiencies, and design targeted fiscal reforms
that can redirect capital flows toward nature-positive
outcomes.
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Beyond its analytical insight, the report delivers
actionable recommendations to strengthen ASEAN's
collective capacity for regional collaboration in the
design, implementation, and financing NbS. It high-
lights potential leverage points — including the use
of de-risking tools, the integration of nature-related
criteria in procurement systems, and the promotion
of blended finance instruments — that can support
Member States in mobilizing both public and private
investments for NbS.

In doing so, the ASEAN SFN study supports policy-
makers to translate global ambitions into national and
regional action, thereby reinforcing ASEAN’s collec-
tive position in international negotiations. The study’s
findings not only strengthen the region’s negotiation
capability under the UNFCCC, CBD, and UNCCD
processes, but also provide a strategic reference to
guide ASEAN's effort to lead the transition toward a
climate-resilient, nature-positive, and economically

inclusive future for the regior\/

2.Key findings

Building on the methodology developed for the global
State of Finance for Nature report series, this regional
study provides robust estimates of private and public
finance flows for NbS, estimates finance flows harm-
ful to nature or “nature-negative finance flows” and
compares them to the investment needed to maximize
the potential of NbS in ASEAN to tackle climate, biodi-
versity and land degradation challenges in the region.

> Finance flows for nature-based solutions

The public sector remains the largest contributor
to NbS in ASEAN, with two-thirds of financing in

2023
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Public and private finance flows for NbS are grow-
ing steadily across ASEAN. Domestic government
expenses in NbS increased by 8 % from 2022 to 2023,
reaching USS$ 4.8 billion in 2023. Sustainable agri-
culture and environment protection were the primary
sectoral targets, accounting for around two-thirds of
total public domestic expenditure for NbS.

In addition, yearly Official Development Finance
(ODF) flows for NbS totaled USS$540 million in 2023.
ODF for NbS is highly concentrated in a few ASEAN
Member States, with Indonesia, the Philippines, and
Viet Nam receiving the lion’s share of international
support.

More than half of the ODF-financed NbS contribute to
all three Rio Conventions, underscoring their inher-
ently integrative nature. This clearly shows that NbS
investments can deliver results for biodiversity, climate
change mitigation/adaptation, and the prevention of
desertification, land degradation, and drought at the
same time.

Private finance amount to USS$ 2.6 billion in 2023,
stemming from a mix of market-based and results-
based mechanisms with six major financial instru-
ments: payments for ecosystem services, green cor-
porate bonds, biodiversity and carbon offsets, certified
sustainable commoaodities, philanthropic funding, and
private finance mobilized by ODF.
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> Nature-negative financial flows

Most financial flows continue to fuel nature-
negative sectors underscoring the urgent need
to redirect investments toward NbS
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Annual finance flows from public and private sources

that have a direct negative impact on nature are esti-
mated at USS$ 320 billion in 2023 across ASEAN, with
USS 155 billion stemming from public subsidies and
USS 165 billion from private investments.

In 2023, public nature-negative finance in ASEAN
was concentrated in fossil fuels, which accounted
for 56 % of total environmentally harmful subsidies
in 2023. During that same year, private nature-
negative finance was concentrated in four key
sectors, including utilities (USS46 billion), basic
materials (USS$ 44 billion), industrials (USS 36 bil-
lion), and energy (USS 32 billion).

> Investment needs

To achieve the Rio targets by 2030, ASEAN
countries need scale up investments in NbS
sevenfold from current levels

Investment needs for NbS in ASEAN are
US$54 billion annually by 2030 - 7x current
investment

Protection

16%

Sustainable Restoration

Land
Management

Despite growing recognition across ASEAN about the
potential of NbS as a cost-effective measure to meet
the targets of the Rio Conventions, total financial re-
sources for NbS remain insufficient. The study projects
an average annual additional investment need of
approx. US$54 billion.

To close this finance gap, investment in NbS need to
increase by factor of seven to meet the Rio targets by
2030. Simultaneously with increasing investments in
nature, harmful finance flows, currently amounting

to USS320 billion, must be addressed. Repurposing
these nature-negative finance flows contains massive
potential in certain sectors, in particular infrastructure,
agriculture, and climate adaptation activities.
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Recommendations

Transitioning finance flows for nature-positive out-
comes is key to reach targets for climate, biodiversity,
and land. To unlock the full potential of investments
for nature-positive outcomes, coordinated and region-
al action across society, including governments, cen-
tral banks and supervisors, financial institutions and
corporate investors, as well as local actors and com-
munities is paramount. A shared vision is needed to
orient long-term financial and development strategies
coupled with phasing-in of NbS-related investments
and the progressive phasing-out of harmful subsidies
and unsustainable business models. Equally critical
are engagement and equity of rightsholders, ensuring
that Indigenous Peoples and Local Communities (IP
and LCs), women, and vulnerable groups are active-
ly involved in decision-making and benefit from the
transition. Strengthening knowledge systems through
better data, scientific evidence, traditional knowledge,
and financial metrics can reduce risk perceptions,
build investor confidence, and encourage innovation
in financing NbS.

The recommendations to close the estimated finance
gap show concrete leverage points and regional
opportunities for ASEAN Member States to scale up
finance for NbS (see next page for details).

The report clearly shows that investing in nature-
based solutions is far from mere expense, but a stra-
tegic step toward long-term sustainable development.
Anchoring the findings of this report within ASEAN's
existing policy mechanisms and regional platform will
be critical to mainstreaming NbS into the region’s eco-
nomic, financial, and development systems. Doing so
can help institutionalize nature-positive finance within
ASEAN's strategic frameworks, enhance regional
cooperation, and support Member States in deliver-
ing on their national and international commitments.
These include global frameworks such as the Paris
Agreement, the Kunming-Montreal Global Biodiver-
sity Framework, and the UN Decade on Ecosystem
Restoration.
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<> De-risking instrument
Mobilize capital for NbS in agriculture through
de-risking instruments

<> Risk assessment
Enable private investments in forestry through
nature-related risk assessment and monitoring
Develop a regional monitoring framework for as- Provide technical assistance to develop bankable
sessing nature-related risks in the forestry sector, NbS projects, including feasibility studies and impact
drawing on the TNFD sectoral guidelines and the assessments, in line with the ASEAN Action Plan for
WWF Wood Risk Tool, while building on existing
data and system established by ASEAN Member

States. Facilitate exchanges between public and private

Sustainable Agriculture.

sector entities across ASEAN on the risks and
Facilitate regional dialogues on fiscal strategies opportunities related to NbS to enhance regional
to gradually repurpose and rationalize fossil fuel collaboration and investment readiness.
subsidies, with the aim of supporting an equitable
transition toward sustainable growth. <> Data gap
( \ Bridge data and knowledge gaps about NbS via
» Public procurement harnessing of existing knowledge platforms
Scale up market demand for NbS through
sustainable public procurement Promote the use of existing regional knowledge
exchange platforms (e.g., ASEAN Environment
Knowledge Hub, ASEAN Centre for Climate Change)

to facilitate sharing of information, exchange of best

Facilitate engagements between national govern-
ment entities to exchange their experiences with
practices, and dissemination of lessons learned on
NbS among ASEAN Member States.

financing NbS via public procurement. This may
include the identification of common challenges and
opportunities, sector-specific needs, and the possibili-
ty to establish common regional NbS-aligned sustain- <> Carbon market

Leverage high-integrity carbon markets to chan-
nel finance flows into nature-based solutions

ability principles.

<> Qolicy framework

Develop policy and institutional frameworks
for mainstreaming nature-based solutions

Promote a shared regional understanding of NbS to
serve as a foundation for ASEAN’s collection actions.
The development of clear and coherent policies and

///egulot|ons will help establish the basic principles of

%7/ ASEAN.
> Pay{/en%% tems

v/ o/b6ments for

ecosystem services schemes

Scale up ﬁnqncmg

Offer opportunities to incentivize conservation and
sustainable resource management, particularly in the
context of deforestation and climate change. Key

examples include payments for watershed protection,

biodiversity conservation, and carbon sequestration.

\
<> Phase-out subsidy
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Facilitate exchanges and promote partnerships via
existing platforms (e.g., the ASEAN Common Carbon
Framework Initiative). Promote regional collaboration
on the development of common standards for meas-
uring and monitoring the emission reductions from
forestry/land use projects.

Re-purposing environmentally hormfu1 subS|d|es
through time-bound t/rcr)smorh plans

ASEAN coordinated action on subsidy reform has
the potential to harmonize fiscal policies, avoid cross-
border market distortions, and amplify collective
bargaining in global climate/biodiversity forums. Re-
gional platforms (ASEAN Centre for Climate Change,
ASEAN Environment Knowledge Hub) can facilitate
knowledge sharing and exchanges on best practices.
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For inquiries, contact:

The ASEAN Secretariat

Community Relations Division (CRD)
70A Jalan Sisingamangaraja Jakarta,
12110 Indonesia

Phone: (+62 21) 724-3372,726-2991
Fax: (+62 21) 739-8234, 724-350
E-mail: public@asean.org

Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (GI1Z) GmbH
Registered offices: Bonn and Eschborn,
Germany GIZ

Country Office Jakarta
Menara BCA, 46 Floor
Jalan M.H. Thamrin No. 1
Jakarta 10310

E-mail: info@giz.de
www.giz.de/en

© Association of Southeast Asian Nations (ASEAN),
2025. All rights reserved.

** * **
* Global
~Gateway

The contents of this publication are the sole
responsibility of the authors and do not necessar-
ily reflect the views of Frankfurt School, GIZ, BMZ,
the European Union, the ASEAN Member States, or
the ASEAN Secretariat. Neither Frankfurt School of
Finance and Management, GIZ, BMZ, the European
Union, nor any ASEAN entity may be held respon-
sible for any use that may be made of the informa-
tion contained herein.

The State of Finance for Nature in ASEAN Region-

al Report is part of the State of Finance for Nature
Report Series developed in partnership between UN
Environment Programme, Global Canopy and the ELD
Initiative.

Access the full report and all other State of Finance
for Nature knowledge pieces at
State of Finance for Nature — ELD Initiative.

General information on ASEAN is available at
www.dsean.org.
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