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Outline

• Highlight opportunities for retail and 
institutional investors

• Explore key climate change challenges 

• Examine options for how to construct the 
‘perfect’ climate change fund

• Our response: the EIRIS Climate change 
toolkit for investors
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Changing climate shifting retail 
investors

• Evolving expectations - 59% of UK 
consumers want financial institutions to 
prioritise climate change and take part in 
‘reforming the old’ and ‘building with the 
new’

• Lack of choice – small number of funds 
available which climate change funds

• Opportunities for out-performance
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Priority for institutional investors

• Assets significantly at risk – key challenge 
for companies and the economy

• Profitable "solutions" investment 
opportunities 

• Fiduciary duty - engagement designed to 
reduce systemic risk and re-examination 
of valuation models where relevant 
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Climate change challenges

• The hard road ahead

• The rising price of carbon

• Current state of play

• Disclosure
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The hard road ahead

Source: Malte Meinshausen, UNDP Human Development Report 2007/08
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The rising price of carbon 

• National & international targets e.g. EU 20/20/20

• Carbon pricing

EUA stands for European Allowance (EU CO2 right) 

CER for Certified Emission Reduction (Kyoto offset carbon credits)

Source: Chevreux

• Carbon taxation
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The current state of play 



© EIRIS 

Disclosure challenges

Looks good but caution required!
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Investor solutions

• The ‘perfect’ climate change fund

• Climate change ‘solution’ companies

• The EIRIS Climate change Toolkit

Carbon Profile

Carbon Risk Factor

Carbon Engager
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The ‘Perfect’ Climate Change Fund?

• New economy companies likely to 
benefit from the transition to a low carbon 
economy

• Old economy companies with an 
effective strategy in response to climate 
change

• An Engagement program to encourage 
improvements in disclosure, performance 
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Climate Change ‘Solutions’ firms

• Drawn from the FTSE AWD Index

• Subset of larger group of firms delivering 
‘environmental solutions’

• Includes in addition to climate change, 
Waste, water scarcity and environmental 
advice

• Based on turnover thresholds (10-90%) 
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Climate Change Solutions firms 
include…

• Renewable and alternative energies

• Energy management and energy efficiency

• Sustainable transport

• Climate change technologies

• Financial services

• Renewable energy

• Alternative energy 

• Public transport
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EIRIS Climate Change Toolkit

• Carbon Risk Factor 

– Quantify a company’s climate change risk

• Carbon Profile

– risk in portfolios vs. a reference benchmark

• Carbon Engager

– with portfolio companies to reduce climate-
change related risks
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• Score for each 
company on a scale 
from zero to 100

• Below 50 considered 
unmitigated risk

• Above 50 risk is 
considered mitigated

• Above 75 considered a 
‘carbon solutions 
company’

Carbon Risk Factor



© EIRIS 

16

Carbon 

Profile
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How are FTSE companies responding?
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Carbon Engager

• Carbon Engager reports  

• identifies high priority companies & 
issues for engagement

• Supports active ownership

• Monitor progress over time
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Carbon Engager Categories

• Opportunity Maximisers - Best practice 
companies

• Issues Managed - Good Practice

• First Steppers - Some engagement with the 
issue

• Non-Starters -No climate change strategy

• Poor Disclosers

• Laggards - Bottom quartile performance for 
their sector
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Carbon
Engagement 
assessment
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Conclusions

• Company performance lags significantly in 
terms of climate change performance

• Investors need to adopt strategies to factor in 
the impact of climate change and secure 
financial returns

• EIRIS Climate Change toolkit provides analytical 
tools to identify risk, measure impact and 
understand how well companies are responding. 
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Thank you!

For further details on the

EIRIS Climate Change Toolkit or 

other EIRIS research

please contact Lisa Hayles

020 7840 5727

www.eiris.org

lisa@eiris.org


