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EXECUTIVE SUMMARY
The Environment Agency Pension Fund (“EAPF”) has recently partnered with Mercer and 17 fellow
investment industry participants in a research study to gain further insight into the investment implications
of climate change.
The study used scenario analysis and adapted Mercer’s investment modelling tool to consider potential
future climate change pathways, the impact these may have from an economic perspective and the
implications for the Active Fund (the “Fund”) in terms of its investment strategy, portfolio positioning and
ongoing monitoring.
The diagram below shows how the study progressed to identify areas of risk and opportunity for EAPF.

KEY FINDINGS
·

EAPF is a recognised global leader in terms of the actions it has already taken to integrate the risks
and opportunities posed by climate change into its investment philosophy and processes. The
analysis of the Fund indicates that it is well positioned for a shift to a low carbon economy and
supports the decision to introduce an allocation to sustainable real assets in 2012. Mercer would
categorise EAPF as a “Climate Aware Future Maker”. EAPF already engages comprehensively with
policymakers and other key industry stakeholders as well as portfolio companies, in order to reduce
uncertainty.

·

The Fund’s investment strategy is robust under the four climate change scenarios considered,
including the Transformation scenario, which is representative of a 2°C warming outcome. This
supports the Fund’s objective to position itself as a leader in the shift towards a low carbon economy.
─ At the investment strategy level, the funding level impact is modest under each of the four climate
change scenarios considered.
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·

The biggest potential impacts on portfolio returns are under the Transformation scenario (as
anticipated given the much greater policy response). The key areas to focus on are:
─ Global developed market equities, which are expected to be negatively impacted under this
scenario
─ Emerging market equities, which are expected to be positively impacted under this scenario. The
analysis supports the Fund’s strategic decision to be overweight to emerging market equities
─ Real assets (overall positive) but key will be monitoring this portfolio, particularly with respect to
the physical impacts of climate change.
─ The analysis supports the changes made to the strategic asset allocation as a result of the 2012
review, where an allocation was introduced to Infrastructure, Timber and Agriculture.
─ The Fund is spending its governance budget wisely in terms of RI strategy.

·

Within global equities, the analysis is complementary to the Fund’s carbon footprinting analysis –
showing that the Fund has lower exposure than the benchmark to the sectors expected to be most
negatively impacted by climate change.
─ This supports the approach EAPF currently takes with respect to selecting managers with strong
levels of ESG integration and a sustainability focus.
─ The broader sector sensitivity analysis supports the Fund’s approach to engagement, where
activity is currently focussed on fossil fuel related companies.
─ The Fund’s switch of passive market cap global equities to a low carbon approach further
enhances the robustness of the equities portfolio.

RECOMMENDATIONS
We recommend that:
·

EAPF strives to be a market leader in reporting the positive environmental impact of the Fund’s
investments, particularly in relation to its specialist mandates and sustainability focused investments,
including:
─
─
─
─

Environmentally themed equities
Sustainable private equity
Sustainable private debt
Sustainable real assets

These impacts are not captured by the Mercer analysis given the investment modelling is based on
historical market data, which is not able to capture long-term forward looking structural changes. We
recognise that some of the Fund’s investment managers are currently working on impact analysis
(considering the positive environmental impact that portfolio companies are expected to have) and
we believe that over time, EAPF could develop a standardised measurement and reporting
framework.
·

The Fund has an allocation that is passively managed against a FTSE RAFI index (fundamental
indexation approach). The RAFI portfolio has greater exposure to carbon intensive sectors than a
market cap approach. We recommend that EAPF considers the development of a low carbon
approach to its fundamental indexation exposure as part of its broader review of its equity portfolio.
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INTRODUCTION
The Environment Agency Pension Fund (“EAPF”) has recently partnered with Mercer and 17 fellow
participants in a research study to gain further insight into the investment implications of climate change.
The timing of this study is no coincidence: 2015 is a critical year for climate change, with global
governments meeting in Paris later this year to determine a new global climate change agreement.
The study has brought together a cross-section of the global investment industry from asset owners,
including pension funds and endowments, to those in the fields of investment management, insurance
and private banking. The study also benefitted from the input and challenge of an advisory group
comprised of renowned experts in the fields of responsible investment and climate finance. The full list of
partners and advisory group members can be found in Appendix A.
While each partner had its own motivations for joining the study, the group collectively viewed the study
with the following mind-set:
·
·
·
·
·
·

Climate change is an established scientific fact.
Climate change poses both risks and opportunities to investors; the outlook is uncertain but there will
be financial implications.
Gaining a greater understanding of the potential impact of climate change on investor portfolios is
crucial given the long-term timeframe of investors such as EAPF.
Investors may be in a position to influence the direction of climate change policy and help facilitate a
smooth transition to a low carbon economy.
Investment modelling will not provide all the answers but can help to frame investment decisionmaking.
It is important for investors to be able to track climate change developments on an ongoing basis in
order to position portfolios robustly for the future. There are nearer-term actions that investors can
take and signposts that investors can monitor to better understand future climate change related
development.

This report sets out EAPF’s motivations for joining the study, gives a synopsis of the study, provides the
results of bespoke investment modelling undertaken for the Environment Agency Active Pension Fund
(“the Fund”) and highlights practical recommendations to EAPF as a long-term investor in a time of
climate change. A public report highlighting the findings of the study has been released 1 and further
detailed commentary on the study and the modelling approach has been provided to EAPF, as a partner
in the study, through the accompanying presentations, papers and technical addendum.

"This is probably the most difficult task we have ever given ourselves, which is to intentionally
transform the economic development model, for the first time in human history"
Christiana Figueres, executive secretary of the U.N. Framework Convention on Climate Change

1

Investing in a Time of Climate Change, Mercer, June 2014
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MOTIVATIONS FOR JOINING THE STUDY
EAPF is a recognised leader in responsible investment and has been at the forefront of considering
environmental, social and corporate governance (ESG) issues, including climate change, within its
investment processes for over 10 years.
EAPF has previously partnered with Mercer in the seminal report “Climate Change Implications for
Strategic Asset Allocation”, which was released in 2010. In 2012, EAPF undertook analysis of its revised
investment strategy to consider the impacts of climate change and following the Fund’s most recent
triennial actuarial valuation, a further review of the Fund’s investment strategy has been undertaken in
2014/15. As part of this strategy review, EAPF has again considered the impacts of climate change
through participation in this latest study, which builds on previous work but reflects recent developments:
·

·
·
·

More recent scientific data points taking into account the latest climate change science produced for
the Fifth Assessment Report (AR5) of the United Nations Intergovernmental Panel on Climate
Change (IPCC). The IPCC was established in 1988 by the World Meteorological Organization (WMO)
and the United Nations Environment Programme (UNEP) to assess scientific, technical and socioeconomic information concerning climate change, its potential effects and options for adaptation and
mitigation.
An improved ability to quantify potential physical impacts compared to the 2010 study by using
additional climate modelling and expertise of one of Mercer’s sister companies, Guy Carpenter.
Greater granularity in equity sector impacts given the increased level of data and evidence available.
The use of an adapted version of Mercer’s asset liability modelling tool, which is stochastic in nature
and is more sophisticated than the modelling tool used in the 2010 study.

EAPF has already demonstrated leadership in its approach to managing investment risks posed by
climate change by:
·

·

·
·
·

Having a clear and publicly available policy outlining its approach and has committed to maintain at
least 25% of the Fund in clean technology and strongly sustainable investments across equities,
bonds and alternatives.
Collaborating with other investors through its membership of groups such as the Principles for
Responsible Investment (PRI), the Institutional Investors Group on Climate Change (IIGCC), the
Portfolio Decarbonization Coalition and the UK Sustainable Investments Forum (UKSIF).
Signing the 2014 Investor Statement on Climate Change and taking the leading step of ensuring all of
its investment managers are also signatories.
Undertaking carbon footprinting analysis of its investment portfolios for several years and using this
analysis to identify companies with which to engage in partnership with its investment managers.
Signing the Montreal Pledge to commit publicly to measuring and reporting on the carbon

intensity of its investment portfolios.
·
·

Considering and publicly reporting on the exposure of its investment portfolio to risk of “stranded
assets”.
Supporting shareholder resolutions for increased transparency from energy companies at risk from
asset stranding due to climate change.
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EAPF considers climate change risks at all stages of the investment process from setting the strategic
objectives and strategic asset allocation of the Fund to ongoing monitoring of its investment portfolios.
Asset owners cannot rely on delegating the consideration of the long-term risks posed by climate change
to their investment managers. Rather asset owners should adopt a policy outlining their approach to
managing climate change risks throughout the investment decision-making process and therefore be in
an informed position when setting strategic investment objectives, selecting investment managers and
monitoring investment managers.
This study has enabled EAPF to consider climate change at the strategic level as well as drilling down
into portfolio construction and implementation considerations.
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STUDY SYNOPSIS
AN INTERCONNECTED WORLD: CLIMATE CHANGE IS AN INVESTMENT ISSUE
While global warming as a result of climate change caused by human activities is an established scientific
fact, there remains a great deal of uncertainty around how climate change will develop and many
questions prevail, including:
·
·
·
·

What level of temperature increase is the world heading for? What are the implications for weather
patterns, food and water security and global demographics?
Will a global climate change agreement be reached later this year? If not, who will the winners and
losers be? Can we mitigate the risks in time?
Will science and technology developments offer solutions? How quickly can the world adapt?
How will geopolitical relations develop? What will a sustainable model for global economic growth
look like?

The complex world between future global economic development and climate change is an extremely
difficult minefield to navigate. However, with economic growth being the lifeblood of investments, this is a
challenge that long-term investors need to take.
To help, we have used scenario analysis and adapted Mercer’s investment modelling tool to consider
some of the potential future climate change pathways, the impact these may have from an economic
perspective and the implications for investors.
Global risks: interconnections map 2015

Climate change is an
investment issue

Source: World Economic Forum, Global Risks Report 2015

6
MERCER

TIME-FRAME DISCONNECT: A CHALLENGE FOR INVESTORS
One of the key challenges for investors in considering the risks and opportunities posed by climate
change is the disconnect in time-frame between that of investors and that of climate change impacts.
Mercer’s study focuses on a 35 year timeframe from 2015 to 2050. This is very long term from an
investment perspective; typically, strategic investment advice is based on a modelling period of 10 years
and investment managers take investment decisions on a 3-5 year time-frame, or less. However, climate
change impacts become increasingly apparent post 2050 and climate models focus on 2100; extending
out to 2300 and beyond. 2050 is short-term from a climate change perspective.
In particular, the physical impacts of climate change; such as extreme weather events and sea level rises
are expected to be relatively limited over the period to 2050. As such, the post 2050 implications cannot
be ignored. Given the Fund remains open to both new entrants and future accrual, it is expected to have
liabilities stretching out well beyond this time. However, the further forward we look, the greater the
uncertainty and it is difficult to justify investment modelling beyond our 35 year time-frame.
While there is notable disconnect between the time-frame of investment decision-making and that of
climate change considerations, there are nearer-term actions that investors can take and signposts that
investors can monitor to better understand future climate change related developments.

STUDY APPROACH: FROM CLIMATE CHANGE MODELLING TO INVESTMENT
PORTFOLIO IMPLEMENTATION
There were 5 key stages to the study to consider the risk of climate change on investment portfolios, as
set out in the diagram below.

Given the uncertainty and complexity of future developments with respect to climate change, we used a
scenario based approach to considering the potential risks and opportunities.
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CLIMATE CHANGE SCENARIOS
Four climate change scenarios have been developed in the study, each reflecting different climate
change policy ambitions that result in varying CO 2 emissions pathways and levels of economic damages
related to climate change. These have been developed using existing climate change models and
through an extensive literature review.

THE BUILDING BLOCKS OF THE CLIMATE CHANGE SCENARIOS AND THE
IMPORTANCE OF 2°C
GREEN-HOUSE GAS (GHG) EMISSIONS: There is now wide spread scientific consensus that manmade GHG emissions are the dominant cause of the climate change observed over the past half
century. Carbon dioxide (CO 2) is the most prevalent GHG and therefore CO 2 emissions are used as
a proxy for GHG emissions more broadly. The level of atmospheric warming is directly related to the
level of GHG emissions and so CO 2 emissions pathways are an indicator of the potential extent of
warming.
LEVEL OF TEMPERATURE WARMING: The most common reference is the rise in temperature
above pre-industrial levels. All major countries, including the US and China, have recognised the
scientific evidence that limiting global warming to 2°C is required to avoid “dangerous” interference
with the climate. If temperature increases exceed this level, the world starts to rapidly increase its risk
exposure. It is important to note that even if the world stopped all GHG emissions tomorrow, it would
still be ‘locked in’ to a degree of further global warming, which is currently estimated to be 1.5°C
(Source: World Bank Group, Turn Down the Heat).
MITIGATION ACTIVITIES: Human intervention to limit climate change and the resulting impacts by
reducing GHG emissions (e.g. through subsidies to increase the deployment of renewable energy) or
increasing GHG ‘sinks’ (e.g. through afforestation). Mitigation refers to efforts to limit the cause of
warming in the first place.
ADAPTATION ACTIVITIES: Protecting against the impacts of climate change (e.g. building flood
walls). Adaptation refers to managing the warming that occurs by making changes.
MITIGATION VERSUS ADAPTATION: The greater investment made in mitigation activities today, the
less investment will be required in adaptation activities in the future. The inverse unfortunately is not
also true. While investment in adaptation today will improve resilience tomorrow, without some degree
of mitigation the impact of climate change is likely to increase unabated until adaptive capacity is
overwhelmed.
ECONOMIC DAMAGES: The level of economic damages caused by climate change based on how
sensitive the climate and the economy are to future levels of CO 2 concentrations.

Four scenarios, Transformation, Co-ordination, Fragmentation (Lower Damages) and Fragmentation
(Higher Damages) were identified as being useful for investors to consider a range of climate change
outcomes and these are summarised below.
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1. TRANSFORMATION
Ambitious and stringent climate change policy and mitigation action puts the world on a path to limiting
global warming to 2°C above pre-industrial temperatures by the end of this century.
Climate
perspective

The most ambitious of the four scenarios considered in this Study in terms of climate policy. This
scenario is the critical benchmark: from a scientific perspective it avoids dangerous climate
change, with international climate policy supporting the transformation to a low carbon economy.
However, it is a challenging goal to reach: if Transformation is to occur, time is certainly of the
essence and the results of the Paris negotiations later this year will be a crucial signpost as to its
likelihood.

Investor
perspective

Where change is fast, near-term and significant, investors that have not considered the risks
posed by climate change are likely to be caught off guard. A Transformation scenario could cause
significant shorter-term market volatility. Investors that have considered the risks and
opportunities posed by climate change should be well positioned relative to those that have not
considered such risks and would be expected to benefit from first-mover advantage relative to
peers.

2. CO-ORDINATION
Climate change policy and mitigation actions are aligned and cohesive, keeping warming to 3°C above
pre-industrial temperatures by the end of this century.
Climate
perspective

While not as ambitious as Transformation, this scenario assumes a co-ordinated and well-defined
policy response to reduce emissions by 2030.

Investor
perspective

Where change is more measured and anticipated, investors have more time to react and position
their portfolios accordingly. Early movers would be expected to benefit in the shorter term as the
policy response becomes increasing apparent to the broader market. However, investors would
need to be careful that policy transparency is not mistaken for adequacy in terms of the scale of
ambition as this could cause investors to under-estimate the economic damages associated with
the long-term physical impacts of climate change.

3. FRAGMENTATION (LOWER DAMAGES)
Limited climate action and lack of co-ordination result in warming rising to 4°C or above from preindustrial temperatures by the end of this century.
Climate
perspective

This scenario assumes a fragmented policy response (both by region and ambition) with limited
additional action from policy agreements currently in place.

Investor
perspective

If the policy response is disparate in terms of commitment and timing by region, an increased level
of uncertainty is created for investors. While shorter-term, this could lull investors into a false
sense of security that it is business as usual, from a longer term perspective investors cannot
afford to be complacent about structural economic change and emerging market policy. Those
investors that have an increased understanding of the potentially divergent responses are likely to
be better able to adapt their investment strategy by anticipating regional differences and
positioning their portfolios accordingly.
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4. FRAGMENTATION (HIGHER DAMAGES)
Limited climate action and lack of co-ordination result in warming rising to 4°C or above from preindustrial temperatures by the end of this century. The physical impacts of this warming are felt more
severely.
Climate
perspective

This scenario follows the same CO 2 emissions pathway and policy response as Fragmentation
(Lower Damages) but scales up the potential physical impacts of climate change.

Investor
perspective

On top of the considerations highlighted for the Fragmentation (Lower Damages) scenario,
investors with exposure to investments expected to be most sensitive to the physical impacts of
climate change should monitor the risks posed by climate change carefully (particularly where
investments are illiquid).

While the Transformation scenario is an ambitious benchmark and could be seen as a “best-case”
scenario from a climate change perspective, the Fragmentation (Higher Damages) scenario is by no
means a “worst-case” scenario. While it is the least favourable (from a climate change perspective) of
the scenarios considered in the study, it broadly equates to a temperature warming of 4°C and is
consistent with existing policy commitments. Should countries renege on existing commitments, there is
the potential for a more divergent and negative outcome to occur (resulting in a higher level of warming
than 4°C).
The diagram below from the World Bank Group highlights some of the changes that may occur across
different levels of temperature warming and links back to the global risks considered by the World
Economic Forum.
Considering different levels of warming: putting the Mercer scenarios into context

Source: World Bank Group, Turn Down the Heat

In order to consider the impact on investment returns and volatility under the different climate change
scenarios, Mercer identified four climate change risk factors that can be used to translate each of the
climate change scenarios (based on the outputs of the climate change modelling and literature review)
into the language of investments. This allows us to build the climate change scenario pathways into the
investment modelling tool.
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CLIMATE CHANGE INVESTMENT RISK FACTORS
This study built on Mercer’s previous work to consider four climate change related investment risk factors:
Technology, Resources, Impact of Physical Damages and Policy, together known as the “TRIP” factors.
TECHNOLOGY (T)

RESOURCE AVAILABILITY (R)

The rate of progress and investment in
the development of technology to
support the low carbon economy.

The Technology factor captures technological
advancement and the opportunity for increased
efficiency through technological change.
The speed, scale and success of low carbon
technologies, coupled with the extent of transformation
and disruption of existing sectors, or development of
new sectors, are key considerations for investors.

IMPACT OF PHYSICAL DAMAGES (I)

The impact of chronic weather
patterns (e.g. long-term changes in
temperature or precipitation).

Resource availability is a new aspect being added to the
previous Mercer study to identify how changes to the
physical environment might impact investments reliant on
the use of resources, such as water and agricultural
resources at risk of becoming scarcer or, in some cases,
more abundant over the log-term as a result in changes
to weather patterns. The impacts on agriculture, energy
and water are key.

POLICY (P)

The physical impact of acute weather
incidence (i.e. extreme or catastrophic
events).

Collectively refers to all
international, national, and subnational regulation (including
legislation and targets) intended to
reduce the risk of further man-made
climate change.

This factor can be interpreted as the economic impact
of climate change on the physical environment caused
largely by changes in the incidence and severity of
extreme weather events.

This factor can be interpreted as the level of co-ordinated
ambition of governments to adopt and adhere to policies
and regulations to reduce green-house gas emissions.

Examples include damage to property caused by
flooding as a result of sea level rises; damage caused
by hurricanes and damage caused by wildfire.

Examples of climate-related policy include green-house
gas emissions targets, carbon pricing, subsidies and
energy efficiency standards.
Policies can be classified into those that focus on the
supply side (by encouraging the substitution of high
emission products with lower emission alternatives) and
those that focuse on the demand side (by reducing
demand for high emission products).
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CLIMATE CHANGE SIGNPOSTS FOR INVESTORS
By considering the climate change scenarios through the lens of our climate change risk factors, we are
able to highlight signposts that investors can monitor in order to be prepared for changes that may occur
as a result of climate change. We have focused on the following elements; each represented by our
TRIP factors, that we believe are important signposts for investors:
·
·
·
·

The timeframe of CO2 emissions peaking, potential changes to the energy mix out to 2050 and
modelled mitigation cost estimates
The rate of investment required into technologies designed to facilitate the transition to a low carbon
economy
Potential shifts in long-term weather patterns and resultant economic impacts as a result of global
warming
Potential shifts in the level of economic damages caused by shifts in the frequency and/or severity of
catastrophic weather events, such as floods and hurricanes.

The table below outlines the investor signposts under each of the scenarios by risk factor. Development
against these signposts will allow investors to consider the likelihood of different climate change
scenarios as additional evidence is presented.
Overall, the highest climate change risk factor impact over the period to 2050 is that of Policy under the
Transformation scenario. Under both the Transformation and Co-ordination scenarios, Policy and
Technology are dominant relative to Resource Availability and Impact of Physical Damages given the
physical impacts of climate change become increasingly apparent post 2050. For the Fragmentation
scenarios, particularly Fragmentation (Higher Damages), Resource Availability and Impact (Physical
Damages) are more apparent and are not dominated by Policy and Technology developments, which are
expected to be limited.
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Key signposts for investors by climate change scenario (to 2050)

SIGNPOST FOR
INVESTORS

TRANSFORMATION

Global policy
response

P

Expected cost of
carbon
($US2013/t CO2)

Global
greenhouse gas
emissions at 2050
Timeframe for
emissions level
peaking

Potential changes
to the energy mix

Rate of
investment in
technologies
supporting the
low carbon
economy

Potential shifts in
long-term weather
patterns
and impact on
resource
availability

The level of
physical damages
caused by
catastrophic
events, such as
floods and
hurricanes

P

P

CO-ORDINATION

FRAGMENTATION

FRAGMENTATION

LOWER DAMAGES

HIGHER DAMAGES

Most effective from a
climate change
mitigation perspective,
Aggressive introduction
of carbon pricing likely
to result in shock to
financial markets.

Existing policy pledges
with respect to carbon
emissions are
implemented with
mitigation efforts
extended to 2030.

Divergent with limited efforts beyond existing
pledges. Although a reduction in emissions of
10% (versus 2010 levels) is achieved by 2050 in
developed markets, this is outweighed by
increases in emissions in emerging markets.

Global carbon pricing
introduced relatively
swiftly, then flattening
out to around $180 by
2050.

Global carbon pricing
Lack of development of a global carbon price
introduced more slowly, recognised by the market.
picking up pace after
2030 and reaching $210
in 2050.

22 Gt CO 2e/yr.

37 Gt CO2e/yr.

67 Gt CO2e/yr.

56% decrease vs. 2010
levels.

27% decrease vs. 2010
levels

33% increase vs. 2010 levels

Emissions peak by
2020.

Emissions peak by
2030.

Emissions peak after 2040.

P

T

T

Significant change to the Fossil fuels represent
Fossil fuels continue to be the dominant energy
energy mix: fossil fuels
c.75% of the energy mix source, representing 85% of the energy mix at
2050.
represent less than half at 2050.
of the energy mix at
2050.
Cumulative investment
of US$65 trillion in
energy supply and
efficiency (ex-fossil
fuels) required over
2015–2050.

Cumulative investment
of US$47 trillion in
energy supply and
efficiency (ex-fossil
fuels) required over
2015–2050.

Total energy investments increase to US$3.13
trillion in 2050.

Limited impact by 2050.

Limited impact by 2050.

Estimated net benefit
from resource
availability as a
percentage of global
GDP of 0.5% at 2050.

R

Driven by gains in
agriculture, partially
offset by losses related
to biodiversity.
Limited impact by 2050;
driven by losses from
(extra) tropical storms
and coastal flood.

I

Limited investment into low carbon energy

Limited impact by 2050;
driven by losses from
(extra) tropical storms
and coastal flood.

Estimated net loss from
resource availability as
a percentage of global
GDP of 0.8% at 2050.
Driven by losses due to
energy, water, and
biodiversity.

Estimated net loss as a
percentage of global
GDP of 0.4% at 2050.

Estimated net loss as a
percentage of global
GDP of 0.7% at 2050.

Driven by losses from
(extra) tropical storms
and coastal flood.

Primarily represents
losses from wildfire,
coastal flood, and
extreme temperatures.
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HOW SENSITIVE ARE DIFFERENT INVESTMENTS TO CLIMATE CHANGE?
Now that we have identified how different climate change scenarios may develop to 2050 by looking at
how the four climate change risk factors progress in terms of influence over time, the next stage is to
consider how sensitive different investments are to the climate change risk factors. By combining the
development of the TRIP factors over time with the sensitivity of different investments to the TRIP factors
we are able to look at the potential impact of climate change on the Fund’s investments.
Mercer has developed climate change sensitivity heat maps that summarise our assessment of the
sensitivity of different asset classes and industry sectors to the TRIP factors. We have assigned
sensitivity on a relative basis using a scale of -1 where we expect the most negative impact on
investment returns, to +1 where we expect the most positive impact on investment returns.
While investors do not typically consider industry level detail when making strategic investment decisions,
it is necessary to “drill-down” to this level due to the disparity of sensitivity across different industries. We
have focused our attention on those industries we believe to be of most interest for this study; those that
are expected to be the most sensitive to climate change. Although we have not looked at security level
analysis as part of this study, it is crucial that EAPF understands where risks and opportunities might lie
and to ensure that the Fund’s investment managers are fully considering these risks when building
portfolios, particularly when investing in asset classes, industries and sectors with the highest sensitivity.

STRUCTURAL CHANGE: PAST PERFORMANCE IS NOT A GUIDE TO FUTURE
PERFORMANCE
A particularly difficult task for investors is in identifying and managing structural changes. The greater
the level of change, the more disparity between the winners and losers, and today’s “giants” often
become tomorrow’s “dinosaurs”, as those that fail to adapt are left behind. Such changes can create
new industries at the expense of existing industries.
It remains very difficult to capture long-term forward-looking changes within quantitative investment
modelling processes, and although we know that in practice long-term, sustainable global economic
growth is not going to follow the same path as historical economic growth, we have not sought to
reflect these uncertain future structural changes within our investment modelling. Therefore:
·

Industry classification is based on today’s definition: We have not made allowance for new
industries and/or any re-classification that would be expected as markets reflect the adaptation to
a low carbon economy.

·

We have not attempted to forecast changes in the regional composition of global equity
indices: However, over the period modelled to 2050, we would expect certain nations currently
classified as emerging markets to be re-classified to developed markets.

·

There is a “negative bias” to the heat maps (that is, more red than green), as a result of our
analysis being based on a starting point of today: We recognise that there will be
opportunities created and that across different industries and regions there will be winners and
losers, as some companies will adapt business models accordingly and others will not. Within
industries and sectors there will continue to be different supply and demand drivers, including
those industries where overall sensitivity may be neutral.
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Sensitivity to the climate change risk factors: asset class level

T

Developed Market Global Equity

<0.25

>-0.25

>-0.25

>-0.25

Emerging Market Global Equity

<0.25

-0.25

-0.50

<0.25

Low Volatility Equity

0.00

>-0.25

>-0.25

>-0.25

Small Cap Equity

<0.25

>-0.25

>-0.25

>-0.25

Developed Market Sovereign Bonds

0.00

0.00

0.00

0.00

Investment Grade Credit

<0.25

>-0.25

>-0.25

>-0.25

Multi Asset Credit

0.00

0.00

>-0.25

0.00

Emerging Market Debt

0.00

>-0.25

-0.25

<0.25

High Yield Debt

0.00

>-0.25

-0.25

>-0.25

Private Debt

0.00

0.00

0.00

0.00

Global Real Estate

<0.25

0.00

-0.75

<0.25

Private Equity

<0.25

>-0.25

-0.25

>-0.25

Infrastructure

0.25

>-0.25

-0.50

<0.25

Timber

<0.25

-0.75

-0.50

0.25

Agriculture

0.25

-1.00

-0.50

0.25

Hedge Funds

0.00

0.00

0.00

0.00

Negative

R

P

ASSET CLASS

I

Positive

·

Growth assets, such as equities, are more sensitive to climate change than defensive assets, such
as sovereign bonds.

·

Global developed market equities are expected to have a negative sensitivity to policy and a positive
sensitivity to technology. Emerging market equities are expected to benefit from additional climate
change policy and technology developments, which should help to protect long-term sustainable
economic growth in emerging markets.

·

Within bonds, emerging market debt and high yield debt most sensitive to the climate change risk
factors.

·

Real estate, agriculture and timberland have the greatest negative sensitivity to the impact of physical
damages and resource availability. Agriculture and timberland are the most sensitive (positive) to
policy while infrastructure and agriculture have the greatest positive sensitivity to technology.

·

We do not expect private debt or hedge funds, in aggregate, to be sensitive to the climate change
risk factors.
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Sensitivity to the climate change risk factors: industry and sector level

INDUSTRY SECTOR

T

R

P

I

-0.25

-0.75

-0.75

-0.75

Oil

-0.50

-0.75

-0.75

-0.75

Gas

<0.25

-0.50

-0.75

<0.25

Coal

-0.50

-0.75

-0.75

-1.00

Renewable

0.50

-0.25

-0.25

1.00

Nuclear

0.50

-0.75

-0.25

0.50

-0.25

-0.75

-0.50

-0.50

Electric

-0.50

-0.75

-0.50

-1.00

Gas

-0.25

-0.75

-0.25

-0.50

Multi

-0.25

-0.75

-0.50

-0.75

Water

-0.25

-0.50

-0.25

-0.75

<0.25

-0.75

-0.25

-0.50

<0.25

-0.75

-0.25

-0.75

<0.25

>-0.25

-0.50

-0.25

<0.25

>-0.25

-0.75

<0.25

CONSUMER DISCRETIONARY

0.00

0.00

0.00

>-0.25

CONSUMER STAPLES

0.00

-0.25

0.00

>-0.25

HEALTH

0.00

<0.25

<0.25

0.00

FINANCIALS

0.00

>-0.25

-0.50

0.00

IT

<0.25

0.00

0.00

0.00

TELECOMMUNICATIONS

0.00

0.00

>-0.25

0.00

ENERGY

UTILITIES

MATERIALS
Metals and mining
INDUSTRIALS
Transport and infrastructure

Negative

Positive

·

Policy is the most significant risk factor in terms of sensitivity. The industries expected to be most
sensitive are energy and utilities and the sectors with the highest negative sensitivity to policy are
coal, electric while renewables has the highest positive sensitivity.

·

Energy and utilities have the greatest negative sensitivity to resource availability and physical
impacts, with industrials also sensitive to physical impacts.

·

Within each sector there will be “winners and losers” at a security level, including those sectors where
overall sensitivity is expected to be neutral. Corporate debt could be subject to downgrade and
defaults.
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STUDY HIGHLIGHTS: COMBINING THE SCENARIOS AND RISK SENSITIVITY
·

Over the long term (35 years), for a well-diversified portfolio, a Transformation scenario does not
jeopardise financial returns, a common misconception.

·

The Fragmentation (Higher Damages) scenario is increasingly detrimental to returns over time and
the Transformation scenario becomes increasingly favourable relative to the other scenarios.

·

At a total portfolio level, under the Transformation scenario, while the overall impact is less significant
(given positive and negative impacts for different asset classes) there are key areas that investors
should focus on: e.g. developed market equities versus emerging market equities and real assets.

·

The most apparent differential between winners and losers is at an industry sector level and investors
can position themselves accordingly to manage the downside risks as well as position for favourable
opportunities.

Climate impact on return by industry sector (35 years)
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Climate impact on return by asset class (35 years)
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5
ANALYSIS AND KEY FINDINGS
BACKGROUND
Mercer has reviewed the climate change risk exposure of the Fund using our TRIP factor framework and
considering the impact on the Fund under the four climate change scenarios. Given the Fund has
previously partnered with Mercer to consider the strategic risks posed by climate change, the Fund is
already ahead of many investors in this respect.

CURRENT STRATEGIC ASSET ALLOCATION
EAPF has recently undertaken an investment strategy review. We have focussed on the Fund’s new
strategic asset allocation when undertaking the climate risk analysis and this is set out in the table below.
Current strategic asset allocation of the Fund

Area

Asset class
Developed Market Global Equity

Equities

Bonds
TOTAL

21.00

UK Equity

7.00

Emerging Market Global Equity

9.00

Low Volatility Global Equity

8.00

Private Equity/ Opportunities

Diversifying Growth

Asset allocation (%)

5.00

Real Assets

12.00

Real Estate

5.00

Infrastructure

3.50

Timber

1.75

Agriculture

1.75

Private Debt

5.00

Growth Fixed Income

5.00

Developed Market Government Bonds

8.00

Corporate Bonds

20.00
100.00
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KEY FINDINGS
Having reviewed the Fund’s current investment strategy and EAPF’s approach to managing climate
change risks and opportunities we would highlight the following:
1. The Fund’s investment strategy is robust under the four climate change scenarios
considered, including the Transformation scenario. This supports EAPF’s objective to
position itself as a leader in the shift towards a low carbon economy.
At the overall strategic level the funding level impact is modest under each of the four climate change
scenarios considered. We note that funding level impacts are muted given the Fund’s relatively wellfunded position as at the time of the strategic investment review analysis (funding level of 100% on
an ongoing basis).
While it is a common misconception amongst investors that the transition to a low carbon economy
would be detrimental, our analysis finds that the Fund is well-positioned under this scenario.
2. The biggest potential asset class impacts are under the Transformation scenario, driven by
the much greater policy response expected under this scenario.
Given the scale of response required to transform the economy onto a low carbon pathway, the
impact of the TRIP factors on investment portfolio returns is strongest under the Transformation
scenario.
Under this scenario:
·
·
·

Global developed market equities could be negatively impacted (based on the strategic
benchmark of market-cap weighted global equities).
Emerging market equities could be positively impacted.
Real assets (real estate, infrastructure, timber and agriculture) could be positively impacted.

Our findings indicate that the Fund’s strategic decision to be overweight to emerging market equities
(relative to a market cap basis) is consistent with its approach to managing climate change risks.
The analysis supports the changes made to the strategic asset allocation as a result of the 2012
review, where an allocation was introduced to sustainable infrastructure, timber and agriculture
(alongside an existing allocation to property) through the sustainable real assets portfolio. The
findings highlight that these asset classes would be expected to be positively impacted under the
Transformation scenario. However, these asset classes are also the most negatively sensitive to the
impact of physical damages and resource availability, which are expected to become increasingly
apparent over the longer term. Given the long-term, illiquid, nature of these asset classes this
reiterates the importance of considering ESG risks when making investments into these asset
classes. In particular it is recommended that EAPF carefully monitors the approach taken to the
consideration of the physical impacts of climate change for its real assets portfolio.
The Fund is spending its governance budget wisely in terms of RI strategy
3. Within active global developed market equities, the Fund has lower exposure than the
benchmark to the industries expected to be most negatively impacted by climate change.
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The climate change risk analysis is complementary to and consistent with the Fund’s carbon and
environmental footprinting analysis undertaken on an annual basis by Trucost, which considers
exposures at a company level.
The analysis supports the approach EAPF currently takes with respect to selecting managers with
strong levels of ESG integration and a sustainability focus.
The broader sector sensitivity analysis supports the Fund’s approach to engagement, where activity
is currently focussed on fossil fuel related companies.
4. The Fund has positive exposure to renewables and has a stated objective to have 25% of the
Fund’s investments aligned with the shift to the low carbon economy. EAPF should consider
measuring the positive impact of these investments.
EAPF has stated the following as one of its objectives: “To maintain at least 25% of the Environment
Agency’s Active Pension fund in clean technology and strongly sustainable investments across
equities, bonds and alternatives; and report on delivery annually in the Fund’s Financial Statements
and Annual Report”. The impact of these “positive” investments is not captured in the Mercer TRIP
analysis and we suggest that the Fund measures and reports on the positive impact of these
investments.

MODELLING RESULTS
Investment modelling is based on asset class assumptions as at 30 September 2014. We have
undertaken analysis over the period 2015 to 2050. Funding level impacts are considered over the 10year period while portfolio impacts are considered over both 10 and 35 years. Industry level analysis is
based on exposure as at 31 March 2015 to take account of the appointment of Ownership Capital and
Union Investment Management as the Fund’s sustainable global equity managers.
We have undertaken the following analysis:
·

Total Fund Level: The impact of climate change on the funding level progression of the Fund over
10 years.

·

Asset Class Level: The impact of climate change on the investment returns of the Fund’s asset
portfolio over 10 and 35 years.

·

Industry Level (Active Global Developed Market Equities): The impact of climate change on the
investment returns of the Fund’s active developed market global equity portfolio versus the
benchmark over 10 and 35 years. We have focussed our analysis on the
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IMPACT ON FUNDING LEVEL BY SCENARIO (10 YEARS)

At the overall strategic level the funding level impact is modest under each of the four climate change
scenarios considered. We note that funding level impacts are muted given the Fund’s relatively wellfunded position as at the time of the strategic investment review analysis (funding level of 100% on
an ongoing basis).
While it is a common misconception amongst investors that the transition to a low carbon economy
would be detrimental, our analysis finds that the Fund is well-positioned under this scenario.
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IMPACT ON PORTFOLIO RETURNS BY SCENARIO (10 YEARS)
Median annual return impact over 10 years to 2025
Transformation Scenario

Co-ordination Scenario

Fragmentation (Lower Damages) Scenario

Fragmentation (Higher Damages) Scenario

·
·

·
·

The biggest potential impacts, both positive and negative, are under the Transformation scenario.
This is not surprising given this is the scenario with the strongest climate change policy response.
The Fund’s exposure to developed market global equities (including UK equities) is expected to be
the most negatively impacted under the Transformation scenario. This is somewhat offset by the
positive expected impact on returns for emerging market global equities and real assets (real estate,
infrastructure, timber and agriculture) under this scenario.
The Fund has c.40% exposure to assets that are not expected to be sensitive to the risks posed by
climate change, including developed market sovereign bonds and private debt.
While at an asset class level, investment grade credit is not expected to be particularly sensitive, as
is the case for equities, certain industries will be more sensitive (e.g. energy) to potential downgrades
or defaults.
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IMPACT ON PORTFOLIO RETURNS BY SCENARIO (35 YEARS)
Median annual return impact over 35 years to 2050
Transformation Scenario

Co-ordination Scenario

Fragmentation (Lower Damages) Scenario

Fragmentation (Higher Damages) Scenario

·
·

A similar picture arises over the 35 year period.
The impacts shown (over both 10 and 35 years) reflect the strategic asset allocation of the Fund and
do not capture the implementation approach adopted for each asset class. EAPF has taken steps to
appoint investment managers with a strong focus on managing ESG risks, including climate change,
across the portfolio.

24
MERCER

IMPACT ON TOTAL PORTFOLIO RETURNS BY SCENARIO
Cumulative return impact over 10 years (to 2025) and 35 years (to 2050)
10 years
Given the Fund is
well-diversified, its
exposure to asset
classes expected to
most negatively
impacted by climate
change (global
equities) is offset by
exposure to asset
classes with
positive sensitivity
(real estate
infrastructure,
timber and
agriculture).

35 years
Over 35 years, the
physical impacts of
climate change
become more
apparent than over
the 10 year period,
with Fragmentation
(Higher Damages)
scenario expected
to have the most
negative impact.
Post 2050, this
would be expected
to become more
pronounced as the
physical impacts of
climate change
become
increasingly felt.
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ACTIVE GLOBAL DEVELOPED EQUITIES: INDUSTRY LEVEL ANALYSIS
Median annual return impact over 10 years (to 2025) and 35 years (to 2050)
Global Active Developed Market Equities (excluding low volatility)
10 years
The Fund’s core
and sustainable
global equity
managers have
lower exposure to
the sectors that
would be expected
to be the most
neagtively impacted
by climate change:
energy and utilities.
The managers are
positvely biased
towards IT.

Energy
Financials
Utilities

Industry

Materials
Consumer Staples
Industrials

Consumer Discretionary
Telecoms
Health
IT
-0.5%

-0.4%

-0.3%
-0.2%
-0.1%
0.0%
0.1%
0.2%
0.3%
Impact on annual returns across the climate change scenarios (% p.a.)
MSCI World

0.4%

0.5%

EAPF Active Global Equity Portfolio

35 years
The Fund’s core
and sustainable
global equity
managers have
significant exposure
to Industrials and
EAPF should
ensure that the
underlying holdings
within this sector
are well understood
by the Fund’s
investment
managers.

Energy
Financials
Utilities

Industry

Materials
Consumer Staples
Industrials

Consumer Discretionary
Telecoms
Health
IT
-0.5%

-0.4%

-0.3%
-0.2%
-0.1%
0.0%
0.1%
0.2%
0.3%
Impact on annual returns across the climate change scenarios (% p.a.)
MSCI World

0.4%

0.5%

EAPF Active Global Equity Portfolio

The charts above show the range, across the four climate change scenarios, of the potential impact on
annual returns for the Fund’s active global developed equity (core and sustainable) against the MSCI
World. The charts show the impacts (annualised) over both 10 years as well as the 35 year time-frame of
the study. Overall, the Fund’s managers are well positioned relative to the benchmark: the Fund has
lower exposure to those sectors expected to be most negatively impacted (energy and utilities).
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Global Low Volatility Equities
10 years
The Fund’s low
volatility global
equity managers
have greater
exposure to utilities
relative to the MSCI
World. This sector
is one of the most
exposed to the
potential impacts of
climate change.

35 years
EAPF should
ensure that the low
volatility managers
are aware of the
high sensitivity of
the utilities sector to
climate change
developments.

The charts above show the range, across the four climate change scenarios, of the potential impact on
annual returns for the Fund’s active global low volatility equity managers against the MSCI World. The
charts show the impacts (annualised) over both 10 years as well as the 35 year time-frame of the study.
The low volatility managers have high exposure to the utilities sector. Given the sensitivity of this sector
to climate change, EAPF should ensure the managers are fully cognisant of climate change
developments.
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Global Active Developed Market Equities (including low volatility)
10 years
Across the total
active developed
market equities
portfolio, exposure
to the most
sensitive sector
(energy) is
significantly lower
than the
benchmark.

35 years
The exposure of the
Fund’s low volatility
managers to utilities
is offset by the low
exposure to this
sector of the core
and sustainable
equity managers.

The charts above show the range, across the four climate change scenarios, of the potential impact on
annual returns for the Fund’s active global developed equity managers (core, sustainable and low
volatility combined) against the MSCI World. The charts show the impacts (annualised) over both 10
years as well as the 35 year time-frame of the study. The Fund is significantly less exposed to energy
and materials, while has slightly higher exposure to utilities.
Overall, the Fund is well-positioned against the benchmark, supporting the approach EAPF currently
takes with respect to selecting managers with strong levels of ESG integration and a sustainability focus.
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6
ASSESSMENT OF CURRENT APPROACH AND
RECOMMENDATIONS
We have set out below a summary of the actions EAPF is currently taking to address climate change
risks and opportunities for the Fund. Where we believe there are additional steps EAPF could take, we
have noted these as suggested actions.
Activity type
1. BELIEFS

Investment
Beliefs

EAPF Position and Suggested Actions
EAPF has established a set of investment beliefs that include
its approach to managing climate change risks. EAPF reviewed
its beliefs in June 2015.
Suggested Actions:
EAPF should continue review and update its beliefs on a
regular basis.

2. POLICIES

Investment
Policies

Best Practice

The management of climate change risks and opportunities is
reported to members on an annual basis within the annual
report and accounts for the Fund. As part of this, EAPF
discloses the carbon footprint of the Fund as well as an update
on engagement activity.
Suggested Actions:
EAPF could set more detailed targets for engagement and
publicly report progress.

3. PROCESSES

Systemic
(Market-Wide)

Best Practice

EAPF has a well-developed and publicly available policy setting
out its approach to managing climate change risk. EAPF
reviewed its investment policy on managing climate change
risks in June 2015.
Suggested Actions:
EAPF should continue review and update its policy on a regular
basis.

Portfolio
Specific

Status Indicator

In Progress

EAPF is an active member of several collaborative industry
initiatives to engage with policymakers, access ongoing
education and share best practices.
These include the PRI, IIGCC and the Portfolio Decarbonization
Coalition.
As a recognised leader in the field of RI, EAPF proactively
supports other funds.
Suggested Actions:
EAPF should continue to take a proactive approach to
encouraging collaborative activity.
EAPF could report on the positive impact of its renewable
focused investments.

In Progress

29
MERCER

Activity type
Risk
Assessment

EAPF Position and Suggested Actions
Climate change risks have been assessed at the investment
strategy level through the Mercer TRIP analysis.
Climate change risks have been assessed at the investment
strategy level since 2010 (through the Mercer analysis) and
have been integrated into the last two strategic investment
reviews undertaken.

Risk
Reduction

Status Indicator

Best Practice

In order to manage the financial risks posed by climate change
EAPF has adopted the following positions:
·
·
·
·

Introduced a strategic allocation to sustainable real assets
(in 2012).
Focused on a high level of ESG integration throughout its
investments.
Reduced its carbon foot-print (by 44% in equities since
inception in 2008 and 42% in corporate bonds since
inception in 2010).
Shifted its market-cap passive exposure to a low carbon
approach (2015).

In Progress

4. PORTFOLIO

Suggested Actions:
EAPF could review its exposure to fundamental indexation
(RAFI).
Identify
Opportunities

In order to position the fund to benefit from opportunities
related to a shift to a low carbon economy, EAPF has identified
the following opportunities:
·
·
·

Engage
Investment
Managers

Environmental technology equities
Sustainable real assets
Introduced the Targeted Opportunities Portfolio (2015)

In Progress

The approach to manager monitoring by EAPF is rigorous,
including quarterly monitoring reports and annual review
meetings.
The level of ESG integration is monitored by EAPF through
both its own assessment as well as the use of Mercer’s ESG
ratings.
EAPF proactively works with the Fund’s investment managers
to continually improve ESG integration, including the
consideration of climate change.

Best Practice

EAPF uses its annual carbon footprinting assessment to help
identify companies for engagement activity by its investment
managers, including targeting companies for lack of disclosure
within company reporting in order to encourage greater
disclosure of climate change related information (such as level
of CO2 emissions and water usage) by opaque companies.
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Engage
Companies

EAPF proactively encourages its investment managers to
engage with underlying portfolio companies and monitors the
effectiveness of engagement activity undertaken on its behalf.
EAPF also utilises the services of a third-party engagement
overlay service.
Recently, EAPF has co-filed shareholder resolutions with fossil
fuel companies as part of the “Aiming for A” initiative,
encouraging increased transparency and reporting from
companies with respect to managing climate change risks.

In Progress

The chart below summarises actions that EAPF is taking today to tackle the challenge of disconnected
timeframes from an investment perspective and a climate change perspective, to position itself for the
long term.
Tackling the time-frame challenge: actions EAPF is taking today to protect itself long term

EAPF is a recognised global leader in terms of the actions it has already taken to integrate the risks and
opportunities posed by climate change into its investment philosophy and processes. The analysis of the
Fund indicates that it is well positioned for a shift to a low carbon economy and supports the decision to
introduce an allocation to sustainable real assets in 2012. Mercer would categorise EAPF as a “Climate
Aware Future Maker”. EAPF already engages comprehensively with policymakers and other key industry
stakeholders as well as portfolio companies, in order to reduce uncertainty.
To build further on the current approach to managing climate change risks and opportunities, we
recommend that:
·

EAPF strives to be a market leader in reporting the positive environmental impact of the Fund’s
investments, particularly in relation to its specialist mandates and sustainability focused investments,
including:
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─
─
─
─

Environmentally themed equities
Sustainable private equity
Sustainable private debt
Sustainable real assets

These impacts are not captured by the Mercer analysis given the investment modelling is based on
historical market data, which is not able to capture long-term forward looking structural changes. We
recognise that Impax and Generation are both currently working on impact analysis (considering the
positive environmental impact that portfolio companies are expected to have) and we believe that
over time, EAPF could develop a standardised measurement and reporting framework.
·

The Fund has an allocation that is passively managed against a FTSE RAFI index (fundamental
indexation approach). The RAFI portfolio has greater exposure to carbon intensive sectors than a
market cap approach. We recommend that EAPF considers the development of a low carbon
approach to its fundamental indexation exposure as part of its broader review of its equity portfolio.
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Important Notices
References to Mercer shall be construed to include Mercer LLC and/or its associated
companies.
© 2015 Mercer LLC. All rights reserved.
This contains confidential and proprietary information of Mercer and is intended for the
exclusive use of the parties to whom it was provided by Mercer. Its content may not be
modified, sold or otherwise provided, in whole or in part, to any other person or entity, without
Mercer’s prior written permission.
The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer
and are subject to change without notice. They are not intended to convey any guarantees as to
the future performance of the investment products, asset classes or capital markets discussed.
Past performance does not guarantee future results. Mercer’s ratings do not constitute
individualized investment advice.
Information contained herein has been obtained from a range of third party sources. While the
information is believed to be reliable, Mercer has not sought to verify it independently. As such,
Mercer makes no representations or warranties as to the accuracy of the information presented
and takes no responsibility or liability (including for indirect, consequential or incidental
damages), for any error, omission or inaccuracy in the data supplied by any third party.
This does not constitute an offer or a solicitation of an offer to buy or sell securities,
commodities and/or any other financial instruments or products or constitute a solicitation on
behalf of any of the investment managers, their affiliates, products or strategies that Mercer
may evaluate or recommend.
For the most recent approved ratings of an investment strategy, and a fuller explanation of their
meanings, contact your Mercer representative.
For Mercer’s conflict of interest disclosures, contact your Mercer representative or see
www.mercer.com/conflictsofinterest.
Mercer’s universes are intended to provide collective samples of strategies that best allow for
robust peer group comparisons over a chosen timeframe. Mercer does not assert that the peer
groups are wholly representative of and applicable to all strategies available to investors
Kate Brett and Nick Sykes
September 2015
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APPENDIX A
STUDY PARTICIPANTS
Partners
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Allianz Climate Solutions GmbH – Germany
Baillie Gifford & Company – UK
BBC Pension Trust – UK
British Telecom Pension Scheme (BTPS) – UK
Connecticut Pension Fund – US
Construction and Building Industry Super (Cbus) – Australia
Credit Suisse – US
Environment Agency Pension Fund (EAPF) – UK
Första AP-fonden (AP1) – Sweden
Guardians of New Zealand Superannuation Fund (NZ Super) – New Zealand
IFC, a member of the World Bank Group – Global
Queensland Investment Corporation (QIC) Limited – Australia
State Super Financial Services (SSFS) – Australia
The California State Teachers' Retirement System (CalSTRS) – US
The Church of England Ethical Investment Advisory Group (EIAG) – UK
The Department for International Development (DFID) – UK
The New York State Common Retirement Fund (CRF) – US
WWF-UK – UK

Advisory Group
•
•
•
•
•
•
•
•
•
•
•
•
•

Dr Rob Bauer, University of Maastricht – Netherlands
Dr Barbara Buchner, Climate Policy Initiative – Italy/ Global
Sagarika Chatterjee, Principles for Responsible Investment (PRI) – UK
Paul Dickinson, Carbon Disclosure Project – UK
Nathan Fabian, Investor Group on Climate Change – Australia/ Global
Mark Fulton, Carbon Tracker Initiative/ CERES/ Energy Transition Advisors – US/ Australia
Dr Noah Kaufman, WRI (formerly NERA) – US
Sean Kidney, Climate Bonds Initiative – UK / Global
Bob Litterman, Financial Analyst Journal/ Asset Owners Disclosure Project – US
Nick Robins, UN Environment Programme – UK
Mike Wilkins, Standard & Poor’s Ratings Services – UK
Dr Paul Wilson, RMS – UK
Helene Winch, Low Carbon (formerly PRI) – UK
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For more information about this report
and related content, please contact:
Kate Brett
kate.brett@mercer.com
+44 (0)20 7178 7185
Mercer Investments
Tower Place
London
EC3R 5BU

Mercer Limited is authorised and regulated by the Financial Conduct Authority
Registered in England No. 984275. Registered Office: 1 Tower Place West, Tower
Place, London EC3R 5BU.

