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Ocean Accounts as a Catalyst for Blue Bonds

Executive Summary

Despite growing investor interest, blue bonds face barriers to achieving scale. These include
lack of standardised metrics to support verification, risk assessment complexities, economic
barriers (indirect revenue capture mechanisms: e.g. structural challenge where the benefits of
ocean conservation or restoration projects often don't flow directly back to the project or
investors), capacity constraints, and policy gaps (current regulations lack comprehensive

Ocean accounts deliver standardised natural capital balance sheets that transform ecological
metrics into financial intelligence. The accounts provide the basis for quantifying sovereign
dependencies on marine assets, valuations, and auditable performance metrics—critical

Ocean accounts can provide value added to next-generation blue bonds through standardising
environmental data, enabling the development of consistent early warning systems that
address verification challenges, support dynamic risk assessment instead of static evaluations,
and create reliable revenue-tracking frameworks. This creates the potential to shift from the
current pass/fail metrics to a dynamic risk management model, allowing investors to adjust
terms based on ecosystem performance—particularly beneficial for small island developing

1.

frameworks for valuing marine ecosystem benefits).
2.

components for systematic asset class development.
3.

states with limited financial resources.
4.

The Challenge

Integration of standardised data using ocean account methods delivers specific benefits to
different stakeholders: issuers gain access to competitive interest rates through detailed risk
calculations; investors experience reduced risk through reliable and standardised metrics;
financial intermediaries benefit from streamlined due diligence processes; regulators obtain
consistent frameworks to prevent greenwashing; and conservation organisations receive
reliable outcome-linked funding—transforming what was previously a donor-recipient
relationship into a true financial partnership with mutual benefits.

policy gaps (inconsistent frameworks and
weak enforcement mechanisms).

The blue bond market has evolved from

opportunistic transactions to a nascent asset class
since the 2018 Seychelles issuance. Despite
growing investor interest, the market faces
substantial scaling barriers, including:

Verification

Market demand is accelerating through the
strategic recognition of ocean resources as critical
assets, the institutional development of specialised
products, alignment with global sustainability

frameworks, and improved monitoring

limitations (lack of
standardised taxonomies and
measurable KPIs at sovereign scale);

risk assessment complexities (inadequate
“blue” conservation pricing models and

climate uncertainty);

economic barriers (indirect revenue
capture  mechanisms  and high
monitoring costs relative to issuance
size);

capacity constraints (limited sovereign
structuring capabilities and investment
bank expertise); and

technologies.

Ocean Accounts: A Transformative
Framework
standardised,

comprehensive framework that bridges the gap
between ecological measurement and financial

Ocean accounts provide a

valuation. Standardisation in data can transform
complex environmental data into decision-useful
financial intelligence that supports the entire bond
lifecycle as it enables comparison within the
financial market: from initial valuation and risk
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assessment during bond structuring, through
ongoing performance monitoring during the
bond's life, to final impact verification at maturity.
Integrating a standardised data approach enables
more accurate pricing, dynamic covenant
management, and outcome verification that
benefits all stakeholders.

The accounts provide practical tools in three
critical areas: standardising metrics to ensure
consistent measurement of ocean health,
demonstrating the economic value of marine
ecosystems in financial terms, and establishing the
data foundation for early warning systems that
identify risks before they impact investments. This
directly addresses blue bond market barriers by
bridging the gap between environmental
monitoring and financial decision-making, making
ocean conservation projects more attractive to
investors.

Based on internationally recognised accounting
standards, the ocean accounting framework
integrates satellite imagery, field measurements,
and economic models to create consistent natural
capital balance sheets showing both stocks and
flows of marine assets. The accounts provide
standardised methods to capture the area and
quality of ecosystem assets in the same structures
that could be used to assess a portfolio. Core
components include accounts that define the areal
extent of assets, condition accounts (measuring
ecosystem quality), ecosystem service' accounts
(valuing benefits to society), and monetary flow
accounts (tracking economic dependencies).

The standardised measurements translate into
operational capabilities across the blue bond
lifecycle: pre-issuance valuation and risk
assessment, mid-term performance monitoring,
and maturity impact verification—providing
distinct value at each phase of the bond's steps of
the lifecycle:

1. Risk  Quantification &  Pricing
(Negotiation Phase): Ocean accounts
enhance the quantification of sovereign

L Ecosystem services are the benefits humans receive from
natural ecosystems; for example, mangrove forests provide
coastal protection by absorbing wave energy during storms

dependencies on  marine  assets
(percentage of GDP from marine sectors),
standardised measurement of natural
capital condition across jurisdictions,
allowing for benchmarking, and tracking
marine asset condition over time. For
example, in coral reef-dependent
economies, ocean accounts can be used
to identify how much a reef system
contributes to GDP through ecosystem
services valuation, including tourism,
fisheries, and coastal protection—
providing much needed evidence for risk
assessment during initial bond structuring
and pricing negotiations.

Revenue Stream Identification
(Negotiation Phase): Ocean accounts
provide the means to capture ecosystem
service flows systematically, solving the
critical challenge of linking marine
conservation outcomes to sovereign fiscal
capacity—particularly vital for Global
South nations with significant informal
marine economies. For coral reef
ecosystems, this means quantifying
tourism revenues, storm surge protection
values and fisheries productivity support,
creating  comprehensive economic
justification for conservation financing.

Early Warning Systems and
Performance Monitoring
(Implementation Phase): While ocean
accounts may be updated annually, they
establish the framework for condition
monitoring and threshold identification
that supports ongoing assessment of
bond performance. Through defining
normal variability ranges and critical
thresholds for key indicators (coral cover,
fish biomass, water quality), they can be
used to create early detection systems
that can identify emerging risks through
more frequent sampling of indicator
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metrics—enabling preventative action
before covenant breaches occur.

The framework can enhance blue bond structures
from static, binary conservation metrics (e.g.,
protected area coverage percentages) to

continuous performance tracking with tiered
performance incentives, creating genuinely
dynamic financial mechanisms that reward
measurable progress and help moving to
predictive risk modelling rather than reactive crisis
management.

Practical Applications for Blue
Bonds

Key applications include:

Standardised Condition Indices: Using an ocean
account to provide comparable and consistent
composite metrics for reef, mangrove, or seagrass
ecosystems (e.g., indices integrating biological,
physical, and service components). This
standardisation enables reliable benchmarking
across different jurisdictions using consistent
scales for regular assessment.

Tiered Covenant Structures: Improvement of
binary triggers with proportional responses based
on standardised data inputs:

e Red Zone (<50): Significant interventions
(+50bps, monthly monitoring)

e Orange Zone (50-70): Moderate

interventions (+25bps, quarterly

monitoring)

e Green Zone (70-90): Compliance (base
rate, annual monitoring)

e Dark Green Zone (>90): Excellence
(potential -25bps, reduced requirements)

Dual-Track Monitoring: Differentiation between
management-related metrics (within issuer
control) that trigger covenant provisions and
external event metrics (outside control) that
activate different mechanisms like contingency
funds. The ocean accounts framework provides the
basis for these metrics to be collected and reported

in a standardised manner, enabling cross-
jurisdictional comparisons.

Enhanced KPI Definition: Evolution beyond
simplistic  measures to include quality
considerations—condition-weighted extents,
fragmentation indices, and ecological connectivity
that better reflect conservation effectiveness all.

Dynamic Valuation: Integration of precise
ecosystem metrics, scenario modelling, and
financial structuring, creating the transition from
static to dynamic financial terms based on regular
monitoring that enables preventative action before
value loss occurs, also informing future issuances.

Risk Dashboards: Integration of standardised
metrics, condition indicators, economic impacts,
risk matrices, and early warning signals into unified
monitoring systems that transform ecological data
into financial intelligence:

e Providing standardised metrics that
meet investor expectations for consistent,
comparable data—similar to  how
financial accounting standards enable
investment analysis across different
companies and sectors.

e Supporting risk-based pricing through
quantifiable indicators and thresholds

e Enabling value added in due
diligence with transparent, third-party
verifiable data that meets institutional
investor requirements for governance and
oversight.

e Creating market benchmarks through

standardised measurement
methodologies that allow performance
comparison across different issuances—
essential for upscaling the blue debt

market.

The dashboard structure reflects financial market
thinking by prioritising KPIs with direct financial
implications, displaying trend data critical for
valuation, and connecting environmental metrics
to financial outcomes—making ocean health as
readable to investors as traditional financial
statements.
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Example 1: Ocean Accounts Monitoring Dashboard

Ocean Accounts Bond Monitoring Dashboard

Current Status

Ecosystem Indicator

Live Updates: Feb 26, 2025

71100

Near Threshold

Reef Health Index

Alert Threshaold: 70

78.1'100

Fish Biomass
Alert Threshold: B5

Stable
Water Quality 82100
Alert Threshold: 60 Good

$92M

On Target

Tourism Activity
Revenue Target: $95M

Benefits to Stakeholders

Ocean accounts deliver stakeholder-specific value
across the blue bond ecosystem:

Issuers gain competitive interest rates through
enhanced transparency, performance-based
incentives, preventative intervention capabilities,
and monetisation of ecosystem services.

Investors receive reduced default risk, potential
secondary market liquidity, data-driven risk
assessment, enhanced ESG reporting, and portfolio
diversification benefits.

Financial Intermediaries benefit from
streamlined due diligence, reduced transaction
costs, expanded market opportunities, product

differentiation, and decreased concentration risk.

Regulators access consistent frameworks for
greenwashing  prevention, integration  with
disclosure requirements, quantitative SDG14
metrics, and policy effectiveness evaluation.

This  integrated approach -  combining
standardised ecological measurement, economic

30-Day Trend Financial Impact
Bond Risk:

v 2% MODERATE
Declining Step-up: +25bps if

threshold breached

4 1% Fisheries Revenue
$32M [-4% Ya¥)

Slight decline

™ 1% Remediation Costs
Improving $1.8M (-8% YaY)
Bond Coverage
1 3% v
Ratio
Growth

2.3x (target: 2.0x)

valuation, and financial risk assessment within a
single framework - creates reinforcing benefits
where improved measurement can enable better
financial terms, conservation funding, enhanced
ecosystem health, and ultimately greater
economic resilience. This can further enhance the
traditionally adversarial relationship between
conservation and finance into a synergistic
partnership.

Recommended Readings:

1. What are Ocean Accounts?

2. Ocean Accounts Technical Guidance (to be updated in
late 2025)

3.  Expert insight into how ocean accounts can provide
Data-Driven Solutions for Ocean Finance

4.  Expert insight on how Ocean Accounts Provide a Data-
Driven Approach to Coastal Disaster Resilience

5.  Expert insight into Unlocking finance for the Sustainable

Blue Economy

All expert insights are available at available at:
https://www.oceanaccounts.org/tag/expert-insights/

Follow the UNSW CSDR:
https://www.sustainabledevelopmentreform.org/ and GOAP

https://www.oceanaccounts.org


https://www.oceanaccounts.org/technical-guidance-on-ocean-accounting-2/
https://www.oceanaccounts.org/technical-guidance-on-ocean-accounting-2/
https://www.oceanaccounts.org/harnessing-ocean-accounts-data-driven-solutions-for-ocean-finance/
https://www.oceanaccounts.org/ocean-accounts-provide-a-data-driven-approach-to-coastal-disaster-resilience/
https://www.oceanaccounts.org/ocean-accounts-provide-a-data-driven-approach-to-coastal-disaster-resilience/
https://www.oceanaccounts.org/riding-the-blue-wave-unlocking-finance-for-the-sustainable-blue-economy/
https://www.oceanaccounts.org/riding-the-blue-wave-unlocking-finance-for-the-sustainable-blue-economy/
https://www.sustainabledevelopmentreform.org/
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