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Abstract: Nature-related risks are increasingly recognised as potential sources of financial instability, 

yet empirical evidence on how these risks are incorporated into bank lending remains limited. This 

paper examines whether banks’ biodiversity commitments influence loan pricing and contract design, 

and whether these effects depend on borrowers’ biodiversity risk exposure. We combine international 

syndicated loan data with firm-level measures of biodiversity dependence and ecosystem exposure,  and 

construct novel bank-level indicators of biodiversity commitments at the lead-arranger level. We find 

that biodiversity commitments are associated with systematic changes in lending, but not primarily 

through higher pricing. While non-committed banks tend to charge higher spreads to biodiversity-

exposed firms, this relationship weakens or reverses among committed banks. Instead, committed banks 

respond more strongly through non-price terms, shortening loan maturities and increasing covenant use 

for biodiversity-dependent borrowers. These results suggest that biodiversity-committed banks manage 

nature-related exposure through contract structure rather than spreads alone. Overall, biodiversity 

commitments translate into meaningful differences in credit allocation and risk management, 

highlighting banks’ role as transmission channels for nature-related financial risk. 
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1 Background

Climate-related financial risks are increasingly embedded in supervisory and financial

stability frameworks (Jung, Engle, and Berner 2025), and a growing literature shows that

banks adjust lending in response to climate exposure and environmental commitments

(Degryse et al. 2023; Hasan et al. 2025; Laeven and Popov 2023). In contrast, biodiversity

and broader nature-related risks remain underexplored, despite mounting evidence that

ecosystem degradation poses material risks to firms and financial institutions. Recent

studies suggest that firms with higher biodiversity risk face higher borrowing costs (Deng

and Lin 2025; Nguyen et al. 2025), yet it remains unclear whether banks’ own biodiversity

commitments shape how such risks are incorporated into lending decisions.

2 Objective

This paper examines whether banks with biodiversity-related commitments incorporate

firm-level biodiversity risk into syndicated loan pricing and contract design. We fur-

ther test whether borrower biodiversity risk exposure amplifies the lending response of

committed banks, thereby linking bank-level sustainability commitments with risk-based

credit allocation.

∗Brunel Business School, Brunel University of London, United Kingdom. Emails: ngoc-
thang.dang@brunel.ac.uk, monomita.nandy@brunel.ac.uk.
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3 Data and Methodology

We combine international syndicated loan data from the Dealscan database with firm-

level measures of biodiversity dependence and ecosystem exposure, following emerging

approaches to measuring nature-related financial risk (Garel et al. 2026). We further

construct novel bank-level indicators of biodiversity commitments based on participation

in international biodiversity and sustainability initiatives and publicly disclosed environ-

mental strategies. These measures are aggregated at the parent-bank and lead-arranger

levels, in line with methodologies used in the literature on bank environmental commit-

ments (Degryse et al. 2023).

Empirically, we estimate loan-level regressions with extensive borrower, lender, loan,

and macroeconomic controls, alongside rich fixed effects. Identification is strengthened

using the staggered adoption of biodiversity commitments across banks in a difference-in-

differences framework, following approaches used in the climate-finance literature on bank

commitments (Degryse et al. 2023; Li, Jin, and Zhou 2025). To assess risk sensitivity, we

interact bank commitment indicators with firm-level biodiversity risk measures.

4 Results

We find that biodiversity-related bank commitments are associated with economically

meaningful adjustments in both price and non-price loan terms, but the pattern is not

consistent with simple risk penalisation through spreads. In loan pricing, biodiversity de-

pendence is weakly associated with higher spreads among non-committed banks, whereas

the interaction between borrower biodiversity risk and bank biodiversity commitment is

negative and statistically significant. This implies that, relative to non-committed banks,

committed banks do not price biodiversity exposure more expensively; instead, the pric-

ing gradient reverses for biodiversity-exposed borrowers, consistent with a reallocation of

credit supply or engagement-oriented lending rather than uniform risk tightening.

In contrast, non-price contract terms reveal clear evidence of risk-sensitive contract-

ing. While committed banks offer longer maturities on average, they shorten maturities

substantially as borrower biodiversity dependence increases, as indicated by a large and

highly significant negative interaction effect. Covenant design shows a similar conditional

pattern: although committed banks have lower baseline covenant incidence, covenant use

increases strongly with borrower biodiversity dependence for committed banks, whereas

biodiversity dependence has little relation to covenant incidence among non-committed

banks. Taken together, these results suggest that biodiversity-committed banks manage

nature-related exposure primarily through contract structure, reducing the time horizon

of exposure and strengthening control rights rather than relying on higher spreads alone.

Overall, the effects are concentrated among firms with high biodiversity dependence
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or ecosystem exposure, aligning with growing evidence that biodiversity risk is financially

salient at the borrower level (Deng and Lin 2025; Li, Jin, and Zhou 2025). The findings

remain robust across alternative biodiversity risk measures, lender fixed effects, and bor-

rower–lender matching controls, supporting an interpretation of systematic differences in

credit pricing and contract design between committed and non-committed banks rather

than borrower selection alone.

5 Contributions

This study contributes to the growing literature on environmental risk in finance by

extending insights from climate-related bank commitments (Degryse et al. 2023; Hale,

Meisenbacher, and Nechio 2024) with emerging work on biodiversity risk pricing (Canipek

et al. 2024; Nguyen et al. 2025; Li, Jin, and Zhou 2025). While prior studies document

that banks price climate exposure and adjust lending following climate commitments, ev-

idence on biodiversity commitments remains scarce. Existing biodiversity-focused studies

primarily examine borrower-level risk and provide limited evidence on how heterogeneity

across banks shapes lending outcomes (Deng and Lin 2025).

By explicitly focusing on bank biodiversity commitments and their interaction with

firm-level biodiversity risk, this study advances understanding of whether biodiversity-

related commitments translate into substantive changes in credit supply or remain largely

symbolic. The analysis directly addresses concerns about green signalling versus genuine

risk pricing and extends the literature by highlighting the role of banks as transmission

channels of nature-related financial risk.

3



References

Canipek, Aras, Santanu Kundu, Jiri Tresl, and Lukas Zimmermann (2024). Nature-

Related Risks in Syndicated Lending. Tech. rep. SSRN Paper No. 5036091. SSRN

Working Paper. url: https://ssrn.com/abstract=5036091.

Degryse, Hans, Roman Goncharenko, Christa Theunisz, and Tamas Vadasz (2023). “When

Green Meets Green”. In: Journal of Corporate Finance 78. doi: 10.1016/j.jcorpfin.

2023.102355.

Deng, Min and Tom-Chang Lin (2025). Guardians of the Biodiversity: Do Banks Care

about Firms’ Biodiversity Risk? Tech. rep. HKU Jockey Club Enterprise Sustainability

Global Research Institute.

Garel, Alexandre, Arthur Romec, Zacharias Sautner, and Alexander Wagner (2026).

“Firm-level nature dependence”. In: Review of Finance 30.1, pp. 231–272. doi: 10.

1093/rof/rfaf069. url: https://academic.oup.com/rof/article-abstract/

30/1/231/8316106.

Hale, Galina, Bernhard Meisenbacher, and Fernanda Nechio (2024). Industrial Compo-

sition of Syndicated Loans and Banks’ Climate Commitments. Tech. rep. 32874. Na-

tional Bureau of Economic Research. doi: 10.3386/w32874. url: https://www.

nber.org/papers/w32874.

Hasan, Iftekhar, Hsien-Hsing Lee, Bo Qiu, and Anthony Saunders (2025). “Climate-

related Disclosure Commitment of the Lenders, Credit Rationing, and Borrower En-

vironmental Performance”. In: Review of Accounting Studies. doi: 10.1007/s11142-

025-09918-z.

Jung, Hyun, Robert F. Engle, and Richard Berner (2025). “CRISK: Measuring the Cli-

mate Risk Exposure of the Financial System”. In: Journal of Financial Economics

171. doi: 10.1016/j.jfineco.2025.104076.

Laeven, Luc and Alexander Popov (2023). “Carbon Taxes and the Geography of Fossil

Lending”. In: Journal of International Economics 144. doi: 10.1016/j.jinteco.

2023.103797.

Li, Jie, Yifan Jin, and Peng Zhou (2025). “Do Banks Price Firms’ Biodiversity Risk? Evi-

dence from the Kunming Declaration”. In: International Review of Financial Analysis

106. doi: 10.1016/j.irfa.2025.104557.

Nguyen, Duc Duy, Steven Ongena, Shusen Qi, Vathunyoo Sila, and Yibing Wang (2025).

Biodiversity Risk and Small Business Lending. Tech. rep. 5296280. SSRN Working

Paper. SSRN Working Paper. url: https://papers.ssrn.com/sol3/papers.cfm?

abstract_id=5296280.

4

https://ssrn.com/abstract=5036091
https://doi.org/10.1016/j.jcorpfin.2023.102355
https://doi.org/10.1016/j.jcorpfin.2023.102355
https://doi.org/10.1093/rof/rfaf069
https://doi.org/10.1093/rof/rfaf069
https://academic.oup.com/rof/article-abstract/30/1/231/8316106
https://academic.oup.com/rof/article-abstract/30/1/231/8316106
https://doi.org/10.3386/w32874
https://www.nber.org/papers/w32874
https://www.nber.org/papers/w32874
https://doi.org/10.1007/s11142-025-09918-z
https://doi.org/10.1007/s11142-025-09918-z
https://doi.org/10.1016/j.jfineco.2025.104076
https://doi.org/10.1016/j.jinteco.2023.103797
https://doi.org/10.1016/j.jinteco.2023.103797
https://doi.org/10.1016/j.irfa.2025.104557
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5296280
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5296280

	Background
	Objective
	Data and Methodology
	Results
	Contributions

