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MONITORING SYSTEMS FOR ASSESSING CLIMATE-
COMPATIBLE INVESTMENT PORTFOLIOS

Anywhere from $57 trillion to $93
trillion (1) worth of low-carbon,
climate resilient infrastructure
investment is required by 2030 to
align with the global climate goals
and to assure by that the transition
to low carbon and ‘sustainable’
economy. 
 
The mobilization of such investment
masses is a challenge whose
successful resolution depends on the
participation of all financial market
players: public institutions, private
companies, banking sector and
investors united to reach the
common goal. Thus, the fulfillment of
the Paris Agreement objectives
requires a mix of public and private
sector capital in which the $ 100
trillion institutional investor
sector (2) in OECD countries alone
plays a crucial role.
 
In recent years, multiple initiatives
were created aiming to mobilize

institutional investors for combating
climate change (UN PRI, Montreal
Carbon Pledge, etc.). All of them
offer global guidelines that, in
practice, lead to development of
different approaches and
methodologies by investors who
aim to build climate compatible
investment portfolios.
Currently, there seem to appear
several global tendencies in the
approaches adopted by investors in
order to adapt their portfolio
managing strategies to the Paris
Agreement objectives:
 
- Static approach which prevails on
the market and attracts a large
number of investors. It consists in a
portfolio’s carbon footprint
measurement (the sum of each
company’s emissions amount
proportional to the number of its
stock held in the portfolio) at a
particular time and is often
combined with a climate-related
risks assessment3. This approach in
its different variations is offered by
Carbon Tracker, Trucost, Grizzly RI,
Beyond Ratings, Sustainalytics,
MSCI, etc. 
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“Investors have started to play their part but will need to do much more if the
Paris Agreement’s climate target is to be achieved”. WWF, 2017

- Dynamic approach to the
assessment of investment portfolios
which is based on the principle of
tracking the climate-related
performance of a portfolio through its
lifecycle by regularly adapting metrics
according to available data and
management objectives. For instance,
the Investment Leaders Group (ILG)
of Cambridge Institute for
Sustainability Leadership works in this
direction with their “Base-Stretch-
Ideal Metrics”.
 
However, some market actors offer
some distinct systems for assessing
climate compatible investment
portfolios based on the use of climate
change scenarios. The pioneer
initiatives of such kind which aim to
align portfolios with global climate
goals have been developed by 2°
Investing Initiative with their
Sustainable Energy Investment
Metrics Project (SEI METRICS) and
by Carbone4 with their Carbon
Impact Analytics (CIA) Tool.

(1) IFC, 2016 - (2) The World Bank, 2015 - (3) See CliMates' two briefing sheets on Climate-related Physical & Transition Risks
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Globally, climate-compatible
investment structuring &
benchmarking initiatives are still
under development. However,
benchmarking constitutes one of
cornerstones of global capital
markets. Particularly, “financial
benchmarks play a central role in
defining the reference points in terms
of performance and in determining
sector allocations for a large number
of market participants. Today, the
number of indices aligned with
sustainability has increased, but their
significance in overall portfolio
allocation is still minimal.” (HLEG,
2018)
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APPROACH
Metrics assessing to which extent
investment portfolios are in line
with an objective to limit global
warming to 2 degrees, based on
their exposure to different energy
technologies.

Metrics measuring to which
extent an investment portfolio
contributes to the energy and
climate transition with an
objective to finance the low-
carbon economy.

METHODOLOGY
- Development of several climate
scenarios; 
- Selection of the optimal scenario
for a portfolio; 
- Alignment of a portfolio with the
selected scenario as if it was a
benchmark to track. 
The metrics-based benchmark, in
this case, is replicated as a
financial one. 
      Data basis: IEA World Energy
Outlook scenarios

- Analysis of the investment
universe (firms); 
- Definition of investment sectors
and their specifics (“high stakes”
vs “low stakes” sectors); 
- Portfolio aggregation. 
The score shows the level of
contribution of a company to the
climate transition. 
     Data basis: The Greenhouse
Gas Protocol

CHALLENGES
- 2°C benchmark application does
not inform on the actual impact of
an asset allocation in the real
economy. It is considered its
approximation; 
- An investment portfolio
reallocation doesn’t guarantee
changes in capital allocation on
the ground; 
- The benchmarking framework
currently covers a limited range of
sectors (power, road transport,
etc.); 
- Non-listed companies are not
analysed; 
- Companies generally have a
limited vision of their
development (around 5 years
maximum).

- There is no ‘perfect’ indicator to
measure the contribution of an
investment portfolio (i.e. of an
investor) to the energy transition.
The measure of a company’s
performance is relative; 
- The contribution of a company
to energy transition cannot be
assessed only with quantitative
indicators. A large number of
climate change issues still do not
have its representation in
numbers; 
- Non-listed companies are not
analysed; 
- Companies generally have a
limited vision of their
development (around 5 years
maximum).

PARTNERS
ADEME (The French
Environmental and Energy
Management Agency), the
European Union’s Horizon 2020
program, the French Ministry of
Environment, etc.

Mirova (Sustainable and
Responsible Investment
Department of Natixis Asset
Management, BPCE), MAIF
(insurance company)

SEI Metrics 
by 2° investing Initiative

CIA
by Carbone 4
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Annex 1 – Key stakeholders & Initiatives
- The Portfolio Decarbonisation Coalition (PDC) is a multi-stakeholder initiative that mobilizes 
institutional investors committed to decarbonizing their portfolios. PDC now convenes 25 
investors overseeing the decarbonization of $600 billion in commitments out of $3.2 trillion 
in assets under management.
 
- The United Nations Environment Program Finance Initiative (UNEP FI) is a global partnership between UNEP and
the financial sector (more than 200 financial institutions: banks, insurers and fund managers). 
 
- The UN Principles for Responsible Investment (PRI) is the United Nations-supported initiative with an objective to
“integrate consideration of environmental, social and governance (ESG) issues by institutional investors into investment
decision-making”.
 
- International Energy Agency’s (IEA) scenarios include Current Policies Scenario, New Policies Scenario, 450 Scenario,
The 2°C Scenario (2DS), The 4°C Scenario (4DS), The 6°C Scenario (6DS).
 
- The Greenhouse Gas Protocol, developed by World Resources Institute (WRI) and World Business Council on
Sustainable Development (WBCSD), sets the standard for how to measure, manage and report GHG emissions.
 
- The Montreal Carbon Pledge, launched by the PRI in September 2014. By signing the Montréal Carbon Pledge,
investors commit to measure and publicly disclose the carbon footprint of their investment portfolios on an annual basis
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Annex 2 – Official reports and resolutions
 
- EU HLEG (2018), Final Report: Financing A Sustainable European Economy, European Union High-Level Group on
Sustainable Finance, January 2018. 
 
- WWF (2017), European Asset Owners: 2°C Alignment and misalignment of public equity portfolios, World Wildlife Fund,
July 2017. 
 
- ILG (2016), In search of Impact: measuring the full value of capital, Investment Leaders Group, Institute for Sustainability
Leadership, University of Cambridge, 2016. 
 
- BlackRock (2016), Adapting portfolios to climate change, BlackRock Investment Institute, September 2016. 
- 2°ii (2015), Assessing the alignment of portfolios with Climate Goals : Climate scenarios translated into a 2 degrees
benchmark, 2Degrees Investing Initiative (2°ii), October 2015. 
 
- WRI / UNEP-FI / 2°ii (2015), Climate Strategies and Metrics, World Resources Institute / United Nations Environment
Program Finance Initiative / 2Degrees Investing Initiative, 2015. 
 
- Carbone4 (2015), Carbon Impact Analytics: How to measure the contribution of a portfolio to the energy and climate
transition, Carbone4, 2015. 
 
- UNEP-FI, Portfolio Carbon: Measuring, disclosing and managing the carbon intensity of investments and investment
portfolios, United Nations Environment Program Finance Initiative, July 2013.


