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1 June 2023  

 

Committee Secretary  

Senate Standing Committees on Environment and Communications 

 

PO Box 6100  

Parliament House  

Canberra ACT 2600 

 

Dear Committee Secretary,  

Nature Repair Market Bill 2023 – Committee Inquiry  

The Australian Financial Markets Association (AFMA) is responding to the Environment and 
Communications Legislation Committee’s inquiry into the Nature Repair Market Bill 2023 and Nature 
Repair Market (Consequential Amendments) Bill 2023. 

AFMA is the leading financial markets industry association promoting efficiency, integrity and 
professionalism in Australia's financial markets, including the capital, credit, derivatives, foreign 
exchange, energy, carbon, and other specialist markets. Our membership base is comprised of over 
125 of Australia’s leading financial market participants, including Australian and foreign banks, 
securities companies, state government treasury corporations, fund managers, energy firms, as well 
as other specialised markets and industry service providers.  Our role is to provide a forum for 
industry leadership and to advance the interests of all these market participants. AFMA and its 
members are actively involved in Australia’s existing environmental product and carbon markets, 
and AFMA maintains market conventions and industry standard documentation for these markets. 

Key Points 

• The Bill should clarify what certificates can be used for 
• Certificates should be issued in smaller marketable parcels 
• The Bill should provide greater clarity about how investors can earn a return 

 

1. Overview  

AFMA is supportive of market led nature recovery and welcomes the Government’s ambition to 
introduce such a legislative framework. As noted in the Explanatory Memorandum (EM), there is 
much appetite amongst the private sector to boost and protect biodiversity via investment; this 
sentiment is very much echoed across AFMA members. Like any market, AFMA wants to see the 
Nature Repair Market (NRM) thrive, with fungible products, strong liquidity and high integrity. 
However, it is AFMA’s view that the design could be improved with a better product design and 
more focus on how the market mechanisms  will operate. These concerns and suggestions are 
expanded on in detail below. Whilst AFMA remains supportive of the intent we suggest amendment 
to better achieve the Bill’s ambitions.  

AFMA assess that there are a number of high-level issues that need to be addressed to facilitate the 
establishment of a successful market for nature recovery, including: 
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a) Clarifying who will be the buyer for the proposed certificates; 

b) Determining how the product will generate returns for investors; 

c) Issuing standard sized fungible certificates to facilitate trading. 

Additionally, we believe the Bills should incorporate the institutional changes proposed for 
Australian Carbon Credit Units (ACCUs) in the Chubb review and deal with the potential for double 
counting of ACCUs with biodiversity co-benefits. 

It is on this basis that AFMA makes the following observations, comments and recommendations.  

2. The five fundamentals to making markets work 

Making a market work requires specific settings, drivers and conditions. Without these, there is no 
guarantee that the market will deliver as intended. These can be categorised into five key 
conditions: 

1. Product – From the outset, the product must be clearly defined to the buyer. It must be 
apparent what the product is, what type of financial product it is, the underlying 
asset/value, its tradability and fungibility.   

2. Participants - A market brings together buyers and sellers, the market is the mechanism 
to enable the investment to take place but both suppliers and buyers are required to 
enter the market to make it function. 

3. Supply and demand – are mutually dependent drivers that fuel a market. On the supply 
side, suppliers need confidence both in the products themselves and that investors will 
continue to flock, or they will either limit or cease to supply their product. Buyers on the 
other hand, require confidence not only that the supply will continue, but that the 
quality/ value will remain, the products remain fungible and tradable in a liquid market. 
Whilst dips in supply can alter the market in either a positive or negative way, if the 
decrease in supply is as a result of a lack of supplier confidence in the product or their 
ability to sell it to investors or amongst other buyers, this can be detrimental to the 
market.  

4. Price risk – All markets require incentives for investors to manage price risk. Investors 
look for markets that are stable and liquid to manage their risk. Furthermore, and for 
new markets in particular, when there is uncertainty around future price and demand, 
investors therefore need to be able to hedge. 

5. Return – Products that provide an interval or continuous revenue stream are the 
preferred and safest form of investment as they allow investors to appropriately balance 
their books, manage risk and assess the investment’s performance. Investors are 
unlikely to invest in a product that does not have clear returns on investment. 

3. Who is the buyer? 

AFMA’s view is that the current intended buyer is not apparent within the Bill.  Our understanding is 
that the Bill is intended to create a framework to facilitate the voluntary purchase of biodiversity 
certificates.  We anticipate that voluntary demand for certificates under the scheme will be limited 
and that more clarity about who the expected buyers are and if the credits can be used to meet 
compliance obligations would assist the development of the market.  

It is AFMA’s assessment that currently there is no clear buyer usage for the certificates other than as 
voluntary biodiversity certificates.  The NRM regulatory framework is based on the framework for 
the carbon market,  but the key difference is that ACCUs have a clear usage (offsetting) where the 
certificates issues under the Bill do not. To boost the usage of certificates and assist Australian 
businesses reach the 2030 climate goals, AFMA would encourage government to include and outline 
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