
1 
ftserussell.com 

Integrating climate change 
considerations into 
investment strategies 
 

July 2019 

Fong Yee Chan 

Senior Product Manager, Sustainable Investment 



2 FTSE Russell 2 

FTSE Russell is not an investment firm and this presentation is not advice about any 
investment activity. None of the information in this presentation or reference to a FTSE Russell 
index constitutes an offer to buy or sell, or a promotion of a security. This presentation is solely 
for informational purposes. Accordingly, nothing contained in this presentation is intended to 
constitute legal, tax, securities, or investment advice, nor an opinion regarding the 
appropriateness of making any investment through our indexes. 
 
Views expressed are subject to change. These views do not necessarily reflect the opinion of 
FTSE Russell or London Stock Exchange Group plc.  
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FTSE Russell Sustainable 
Investment capabilities 
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Climate change is a core theme 
for investors 
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Investors are signing up for sustainable investment 
initiatives 

Source: 1) UN Principles for Responsible Investment. * Percentage of UN Principals for Responsible Investment (“PRI”) asset owner respondents. 
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SIGNATORIES TO UN PRINCIPLES FOR RESPONSIBLE INVESTMENT 1 

74% of PRI asset owners1* are taking action on climate change 

 
 
 

Climate change is both on the investment risks/opportunities 
agenda and the sustainability/ESG agenda 
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CLIMATE CHANGE ACTIVITIES UNDERTAKEN BY PRI SIGNATORIES 1 

Growing institutional investor desire to address 
climate risk 

CARBON  
FOOT 

PRINTING 
DIVESTMENT ENGAGEMENT 

LOW 
CARBON 
TILTING 

GREEN 
THEMATIC/IMPACT 

INVESTING 

FORWARD LOOKING 
/  

“2OC” INVESTING 

Source: 1) Investor action on climate change, UN Principles for Responsible Investment & Novethic, 2017. 

Range of approaches to analyze and integrate climate risk into the investment process – 
fundamentally driven by carbon emission data 
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Evolving approaches for addressing climate risk 
and transition 

EVOLUTION OF “LOW 
CARBON INVESTMENT” 
 
 
The market is becoming more 
sophisticated in how it 
assesses climate risk.  

INVESTOR-LED 
ENGAGEMENT 
INTIATIVES 
 
Investors are using climate 
risk / transition data to 
engage with companies. 
 
Assessing corporate 
preparedness and efforts to 
manage transition. 

GREEN REVENUES 
 
 
 
Exposures to growing green 
industrial segments 
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Evolution in “Low Carbon 
Investment” 
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Integrating climate change into index design 

Fossil Fuel Reserves 
 
Underweight companies with fossil fuel reserves  

Green Revenues 
 
Overweight companies engaged in the transition to a 
green economy 
  

Operational Carbon Emissions 
 
Over or underweight companies according to their GHG 
emissions. Sector neutral adjustment   
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Global Climate Index  

Source: FTSE Russell. For illustrative purposes only. Performance from 30/04/14 to 30/04/19. Past performance is no guarantee of future results. Returns shown prior to index launch 
represent hypothetical, historical data. See the end of the presentation for important legal disclosures. 
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FTSE All World ex CW Climate Index returns (2015-2019) 

Tracking Error = 
0.39% p.a. 

Reserve Reduction* Emission Reduction* Green Revenue Increase* 

71%  47% 39% 

* Data as of 29/03/2019 



12 12 FTSE Russell 

Green Revenues 
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Green Revenues 
Green Revenues – What do companies manufacture? 

c. 3,000 cos. generating GRs 

Universe of 13,500 public companies 
 

Companies can map to >1 sector / subsector 

FTSE  GR classification: 8 sectors / 60 
subsectors  

>98% of total global market cap. (FTSE GEIS) 

Source: FTSE Russell as at April 2018 
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FTSE Russell’s Green Revenues data model 
Green Revenues Classification System (GRCS) 
Energy Generation Energy Equipment Energy Management Energy Efficiency 
EG Bio Fuels EQ Bio Fuels EM Combined Heat/Power EE Advanced Materials 
EG Clean Fossil Fuels EQ Clean Fossil Fuels EM Controls EE Building and Property  
EG Geothermal EQ Geothermal EM Fuel Cells EE Industrial Processes 
EG Hydro EQ Hydro EM Integrated EM EE Integrated EE 
EG Integrated EG EQ Integrated EQ EM Logistics and Support EE IT Processes 
EG Ocean and Tidal EQ Ocean and Tidal EM Power Storage EE Lighting 
EG Solar EQ Solar EM Smart Grids EE Video Conferencing 
EG Waste to Energy EQ Waste to Energy 
EG Wind EQ Wind 
Environmental Infrastructure Environmental Resources Modal Shift Operating Shift 
EI Carbon Capture & Storage ER Agriculture MS Aviation OS Finance/Investment 
EI Desalination ER Aquaculture MS Integrated MS OS Integrated OS 
EI Flood Control & Land Erosion ER Integrated ER MS Railways OS Retail/Wholesale 
EI Integrated EI ER Mining MS Road Vehicles OS Property 
EI Logistics and Support ER Minerals and Metals MS Shipping 
EI Pollution Management ER Source Water 
EI Recyclable Products ER Sustainable Forestry 
EI Recycling Services 
EI Waste Management 
EI Water Management 

Source: FTSE Russell as at April 2018 
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Diversified and global investment opportunity 

Source: FTSE Russell, data as of December 2017 
Company size as defined by FTSE Russell in the FTSE Global Equity Index Series on a region relative basis.  
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Investor-led engagement 
initiatives 
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Investor-led engagement initiatives 
 

CA100+ assesses systemically 
important carbon emitters on 
three key dimensions: 
 
1.Strong governance 

framework 
 

2.Action to reduce GHG 
emissions 
 

3.Enhanced disclosure 
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Investor-led engagement initiatives 
Impacts and outcomes 
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Conclusions 

ENGAGEMENT IS  
KEY 

Engage with companies, regulators, governments on 
risk 
Greater disclosure will improve the whole approach 

EVOLUTION OF  
“LOW CARBON” 
INVESTMENT 

Whole sector becoming more sophisticated as risks 
become both greater and more acknowledged 

NEED FOR 
TRANSPARENCY ON 
THE DATA 

Understanding what it means and tailoring to 
investment approach 

NOT AN EXCUSE FOR 
INACTION 

There is now a lot of data available 
There are a lot of ways to incorporate climate risk 
depending on your investment approach 



Thank you 
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Important information 
© 2019 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell Company (“Russell”), (3) 
FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE GDCM”), (4) MTSNext Limited (“MTSNext”), (5) Mergent, Inc. (“Mergent”), (6) FTSE Fixed Income LLC 
(“FTSE FI”) and (7) The Yield Book Inc (“YB”). All rights reserved.  
 
FTSE Russell® is a trading name of FTSE, Russell, FTSE GDCM, MTS Next Limited, Mergent, FTSE FI and YB. “FTSE®”, “Russell®”, “FTSE Russell®”, “MTS®”, “FTSE4Good®”, “ICB®”, “Mergent®”, 
“WorldBIG®”, “USBIG®”, “EuroBIG®”, “AusBIG®”, “The Yield Book®”,  and all other trademarks and service marks used herein (whether registered or unregistered) are trademarks and/or service marks owned or 
licensed by the applicable member of the LSE Group or their respective licensors and are owned, or used under licence, by FTSE, Russell, MTSNext, FTSE GDCM, Mergent,  FTSE FI or YB. "TMX®” is a 
registered trademark of TSX Inc. FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator. 
 
All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group, from sources believed by it to be accurate and reliable. Because of the 
possibility of human and mechanical error as well as other factors, however, such information and data is provided "as is" without warranty of any kind. No member of the LSE Group nor their respective directors, 
officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, either as to the accuracy, timeliness, completeness, merchantability of any 
information or of results to be obtained from the use of the FTSE Russell Products or the fitness or suitability of the FTSE Russell Products for any particular purpose to which they might be put. Any representation 
of historical data accessible through FTSE Russell Products is provided for information purposes only and is not a reliable indicator of future performance. 
 
No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in whole or in part caused by, 
resulting from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, editing, transcribing, transmitting, communicating or 
delivering any such information or data or from use of this document or links to this document or (b) any direct, indirect, special, consequential or incidental damages whatsoever, even if any member of the LSE 
Group is advised in advance of the possibility of such damages, resulting from the use of, or inability to use, such information.  
 
No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing contained in this document or accessible through FTSE Russell 
Products, including statistical data and industry reports, should be taken as constituting financial or investment advice or a financial promotion. 
 
Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual trading of investable assets. 
Certain returns shown may reflect back-tested performance. All performance presented prior to the index inception date is back-tested performance. Back-tested performance is not actual performance, but is 
hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially launched. However, back- tested data may reflect the application of the index 
methodology with the benefit of hindsight, and the historic calculations of an index may change from month to month based on revisions to the underlying economic data used in the calculation of the index. 

This publication may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate. Such forward-looking 
assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No member of the LSE Group nor their licensors assume any duty to 
and do not undertake to update forward-looking assessments. 

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without prior written 
permission of the applicable member of the LSE Group. Use and distribution of the LSE Group data requires a licence from FTSE, Russell, FTSE GDCM, MTSNext, Mergent, FTSE FI, YB and/or their respective 
licensors. 
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FTSE Russell is a leading global index provider creating and managing a wide 
range of indexes, data and analytic solutions to meet client needs across 
asset classes, style and strategies. Covering 98% of the investable market, 
FTSE Russell indexes offer a true picture of global markets, combined with the 
specialist knowledge gained from developing local benchmarks around the 
world.  

FTSE Russell index expertise and products are used extensively by 
institutional and retail investors globally. For over 30 years, leading asset 
owners, asset managers, ETF providers and investment banks have chosen 
FTSE Russell indexes to benchmark their investment performance and create 
investment funds, ETFs, structured products and index-based derivatives. 
FTSE Russell indexes also provide clients with tools for asset allocation, 
investment strategy analysis and risk management. 

A core set of universal principles guides FTSE Russell index design and 
management: a transparent rules-based methodology is informed by 
independent committees of leading market participants. FTSE Russell is 
focused on index innovation and customer partnership applying the highest 
industry standards and embracing the IOSCO Principles. FTSE Russell is 
wholly owned by London Stock Exchange Group. 

For more information, visit ftserussell.com. 

 

 

 

 

To learn more, visit 
ftserussell.com; email 
info@ftserussell.com; or call your 
regional Client Service Team 
office: 
  
EMEA 
+44 (0) 20 7866 1810 
 
North America 
+1 877 503 6437 
 
Asia-Pacific 
Hong Kong +852 2164 3333 
Tokyo +81 3 4563 6346 
Sydney +61 (0) 2 8823 3521 
  

About FTSE Russell 

http://www.ftserussell.com/
http://www.ftserussell.com/
mailto:info@ftserussell.com
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