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Are financial portfolios on a ‘smooth’ transition?

6°C Scenario

‘Too late, too sudden’

2°C Scenario



~80% of emissions

GLOBAL FINANCIAL ASSETS

Source: 2° Investing Initiative Analysis, BIS, McKinsey, Exane, MSCI, Trucost

COMPANY-LINKED FINANCIAL ASSETS CLIMATE RELEVANT ASSETS

Equity

~20 billion USD
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Corporate bonds

Other credit 

instruments

Where is the problem?



Applied by over 200 financial institutions to date…



…supervisors, and governments.



THE CURRENT STRUCTURE OF STRESS-TEST SCENARIOS

TRANSITION RISKS 

IN FINANCIAL MARKETS

PHYSICAL RISKS 

IN FINANCIAL MARKETS

Commodity & sub-sector 
(e.g. oil price)

Sector 
(e.g. housing price)

Macroeconomic 
(e.g. growth)

Scenario parameters

Company level 
impacts

Sector / sub-
sector impacts

Asset class 
impacts

Impact parameters 6



PHYSICAL RISKS 

IN FINANCIAL MARKETS

Do 
nothing

Limited 
transition

Smooth, 
ambitious 
transition

‘Too late, 
too 

sudden’
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LINKING CLIMATE TO STRESS-TESTING FRAMEWORKS
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TRANSITION RISKS 

IN FINANCIAL MARKETS

Policies
Production & 
technology 

trends
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LINKING CLIMATE TO STRESS-TESTING FRAMEWORKS



Commodity & sub-sector 
(e.g. oil price)

Sector 
(e.g. housing price)

Macroeconomic 
(e.g. growth)

TRANSITION RISKS 

IN FINANCIAL MARKETS

PHYSICAL RISKS 

IN FINANCIAL MARKETS

Scenario parameters Impact parameters 14
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TRANSITION RISKS 

IN FINANCIAL MARKETS
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TRANSITION RISKS 

IN FINANCIAL MARKETS
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LINKING CLIMATE TO STRESS-TESTING FRAMEWORKSLINKING CLIMATE TO STRESS-TESTING FRAMEWORKSLINKING CLIMATE TO STRESS-TESTING FRAMEWORKSLINKING CLIMATE TO STRESS-TESTING FRAMEWORKS

Asset class effects more muted…. 

But sectoral effects more prominent



FOOTPRINT ≠ CLIMATE FRIENDLINESS



FOOTPRINT ≠ CLIMATE FRIENDLINESS
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MODEL: ROADMAP VS PLANS

2015 2020 2025

RENEWABLE 

POWER

CORE PRINCIPLE: FAIR SHARE
10% of market share

10% of deployment efforts
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Developed by the European consortium SEI Metrics

(2Dii, Frankfurt School of Finance & Management, CNRS, Kepler Market, CDP, …) 



+100,000 power plants

~95 million cars produced

~22,000 oil and gasfields

~36,000 airplanes

~10,000 ships

~2,200 cement factories

~13,000 steel plants

~2,000 coal mines

INVESTMENT PORTFOLIO

OWNERS

LISTED PARENT COMPANIES

Financial instrument

DATA ON PHYSICAL ASSETS

LINKING REAL ASSETS TO FINANCIAL ASSETS

2D ROADMAP

FORWARD-LOOKING DATA 

ON PRODUCTION CAPACITY

Sources: Economic Intelligence databases

(Global Data, Wards Auto, etc.)



OWNERSHIP OF ASSETS

INVESTMENT PORTFOLIO

OWNERS

LISTED PARENT COMPANIES

Financial instrument

DATA ON PHYSICAL ASSETS

LINKING REAL ASSETS TO FINANCIAL ASSETS

2D ROADMAP

Sources: Economic Intelligence databases

+ Ownership databases (Orbis) + ownership

analysis by the University of Zurich



MATCHING 

WITH +2M ISSUERS 

OF SECURITIES

INVESTMENT PORTFOLIO

OWNERS

LISTED PARENT COMPANIES

Financial instrument

DATA ON PHYSICAL ASSETS

LINKING REAL ASSETS TO FINANCIAL ASSETS

2D ROADMAP

Sources: Economic Intelligence databases

+ Ownership databases (Orbis) + ownership

analysis by the University of Zurich



INVESTMENT PORTFOLIO

OWNERS

LISTED PARENT COMPANIES

Financial instrument

DATA ON PHYSICAL ASSETS

LINKING REAL ASSETS TO FINANCIAL ASSETS

2D ROADMAP

Sources:  Bloomberg, S&P cross reference

ENERGY TRANSITION 

PROFILE OF +100,000 

STOCKS AND BONDS

IN KEY ENERGY-RELATED 

SECTORS



LINKING REAL ASSETS TO FINANCIAL ASSETS

INVESTMENT PORTFOLIO

OWNERS

LISTED PARENT COMPANIES

Financial instrument

DATA ON PHYSICAL ASSETS

ON DEMAND 

PORTFOLIO ANALYSIS

+ MATCHING WITH 

25,000 FUNDS

2D ROADMAP

Sources: MorningStar, AMBEST, freedom of 

information Act requests, Supervisory authorities



LINKING REAL ASSETS TO FINANCIAL ASSETS

INVESTMENT PORTFOLIO

OWNERS

LISTED PARENT COMPANIES

Financial instrument

DATA ON PHYSICAL ASSETS

2D ‘BENCHMARK’

2D ROADMAP

COMPANY INDICATORS
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LINKING REAL ASSETS TO FINANCIAL ASSETS

INVESTMENT PORTFOLIO

OWNERS
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Financial instrument

DATA ON PHYSICAL ASSETS
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Renewable power - Listed equity portfolios



LINKING REAL ASSETS TO FINANCIAL ASSETS

INVESTMENT PORTFOLIO

OWNERS

LISTED PARENT COMPANIES

Financial instrument

DATA ON PHYSICAL ASSETS

2D ‘BENCHMARK’

2D ROADMAP
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LINKING REAL ASSETS TO FINANCIAL ASSETS

INVESTMENT PORTFOLIO

OWNERS

LISTED PARENT COMPANIES

Financial instrument

DATA ON PHYSICAL ASSETS
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COMPANY INDICATORS

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

%
 o

f 
th

e
 p

o
rt

fo
li

o
 a

ss
e

ts
 u

n
d

e
r 

m
a

n
a

g
e

m
e

n
t 

a
t 

ri
sk

 o
f 

d
o

w
n

g
ra

d
e

 b
y

 r
is

k
 l

e
v

e
l

Corporate bonds funds

Immediate elevated risk Emerging elevated risk

Emerging moderate risk



LINKING REAL ASSETS TO FINANCIAL ASSETS

INVESTMENT PORTFOLIO

OWNERS

LISTED PARENT COMPANIES

Financial instrument

DATA ON PHYSICAL ASSETS
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LINKING REAL ASSETS TO FINANCIAL ASSETS

INVESTMENT PORTFOLIO

OWNERS
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Financial instrument

DATA ON PHYSICAL ASSETS

2D ‘BENCHMARK’
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Banks and 2°C scenario analysis: The new frontier

Physical assets

Big data matching hundreds of thousands 

of physical assets with companies

Financial 

instruments

A new system of identifiers across the 

global universe of financial assets, from 

local loans to global capital markets
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REGULATORY ACTIONS



4 Trails to regulatory monitoring & transparency

Mandatory disclosure

Public portfolio data

Analysis of supervisory data

Direct disclosure of scenario

analysis



ACCOUNTING & DISCLOSURE 
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Different approaches in different 

jurisdictions 



Mandatory disclosure approach
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ACTION: Mandatory 2°C scenario 

analysis & target setting for 

institutional investors (Art. 173, ET 

Law 2015)

UPTAKE: Preliminary evidence 

suggests limited compliance in 2017 

reporting cycle



Supervisory analysis based on supervisory data
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ACTION: Supervisory analysis based 

on supervisory data (Solvency II, 

Anacredit) and /or survey

UPTAKE: 100% coverage, but not 

necessarily directly engaging 

regulated entities on results of the 

analysis; Caveats around reported 

data



Supervisory analysis based on supervisory data
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ACTION: Voluntary 2°C scenario 

analysis based on gov‘t support and 

standardized, free, open-source 

model

UPTAKE: ~65-75% coverage; strong 

linkages to participating 

organizations



Supervisory analysis based on supervisory data
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ACTION: Analysis based on publicly 

available portfolio data 

UPTAKE: 100% coverage; may have 

more limited link to policy actors & 

financial institutions
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Jakob@2degrees-investing.org


