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Market Drivers for Climate Solutions



Investors Are Driven to Identify, Quantify and Manage Climate Risks

Commitments & Regulations
Voluntary and regulatory efforts 
globally are being adopted to 
integrate the potential for 
climate risks into financial 
decision-making and corporate 
disclosures. 

Physical Climate Risks
Financial impacts resulting from 
adverse weather events, such as 
floods, forest fires, storms and 
extreme heat are increasingly 
relevant to investors seeking to 
incorporate climate risk into an 
investment strategy. 

Transition Risks & Opportunities
Decarbonization
As the world transitions to a low 
carbon economy, companies adapt 
their strategies and activities. 
Every sector has leaders and 
laggards creating investment 
opportunities.



Investment Ecosystem Aligned Towards Net Zero by 2050 

Regulation & 
Policy

EU SFDR, US IRA, 
UK SDS, Solvency 
II, EBA CRR

Investor 
Networks 
& Alliances

IIGCC, CA100+, 
UN NZAOA

Standards & 
Frameworks

TCFD, PCAF, 
SBTi, ISSB

Net-Zero Asset 
Owner Alliance

https://www.unepfi.org/wordpress/wp-content/uploads/2022/09/NZAOA-Second-Progress-Report-2022_ES.pdf

https://www.parisalignedassetowners.org/media/2021/05/PAII-NZIF-Backgrounder.pdf

https://www.climateaction100.org/whos-involved/investors/

https://www.netzeroassetmanagers.org/

$11T

Paris-Aligned 
Investment Initiative

$33T

Climate Action
100+

$68T

The Net Zero Asset 
Managers initiative

$59T

https://www.unepfi.org/wordpress/wp-content/uploads/2022/09/NZAOA-Second-Progress-Report-2022_ES.pdf
https://www.parisalignedassetowners.org/media/2021/05/PAII-NZIF-Backgrounder.pdf
https://www.climateaction100.org/whos-involved/investors/
https://www.climateaction100.org/whos-involved/investors/


Transition to Low Carbon Future
Decarbonization

To mitigate the 
impacts of climate 
change, the world 
looks to:

Transition to a 
Low-Carbon 
Economy

Investors are looking to:

Use research and 
tools to measure and 
mitigate transition 
risk in portfolio 
companies.

Identify risks 
& opportunities.

Manage exposure 
across the portfolio, 
not just high-emitting 
sectors.

Optimize security 
selection.

Better understand how 
companies are 
managing their Net-Zero 
commitments.

Use benchmarks to 
measure, manage and 
report on their Net Zero 
trajectory



Physical Climate Risk

Physical impacts of 
climate change cause 
damage to 
infrastructure and 
disrupt productivity. 

Investors are looking to:

Use research and 
tools to manage and 
mitigate  physical 
climate risks to 
portfolio companies 
and supply chains. 

Identify high-risk holdings.

Conduct forward-looking 
scenario analysis of 
expected losses due to 
physical climate risks 
across climate change 
scenarios.

Optimize security 
selection.

The average automobile 
company is at risk of 
losing $2.5B USD due to 
direct damage to physical 
assets between now and 
2050 in a hot house world 
(4C temperature rise).

For North American 
companies, 65% of 
productivity losses are 
expected to be due to 
extreme heat in 2050.

Use benchmarks to 
measure, manage, 
and report on their 
exposure to 
physical climate 
risk

Source: Physical Climate Risk Metrics, Morningstar Sustainalytics. For informational purposes only. 



But a Long Way is Still Ahead of Us



Many Banks have Pledged to Net Zero But the Breadth and Depth of Their 
Commitments Vary Significantly
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» World Resources Institute’s Financial Institutions Net 

Zero Tracker analyses a sample of 25 banks across 10 

countries. 

» The sample includes banks with large total assets as 

well as smaller firms playing a prominent role in net-

zero finance. 

» The Tracker analyses banks’ net-zero commitments 

across four themes: 

» Transparency and Ambition 

» Implementation 

» Credibility 

» Nature and Equity

https://www.wri.org/financial-institutions-net-zero-tracker
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Banks’ Targeted Emissions Reductions Are Not Aligned With Holding Global 
Warming to 1.5 C° 
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» For example, their average emissions target for 

the auto sector is almost triple the level needed 

by 2030, highlighting the large gap between 

targets and net-zero benchmarks. 

» Additionally, there are significant gaps between 

banks themselves in terms of approaches, 

coverage and reduction rates. 
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Climate Risk Management Requires Forward-looking Metrics
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» Traditionally financial institutions have 

looked at past data to measure risks ( e.g. 

Carbon emissions, Carbon intensity of 

products)

» Given that the frequency of effects of 

climate change are not comparable to 

past events, past data is less useful to 

predict future risk.

» Climate risk analysis requires forward 

looking metrics
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Tavolo di lavoro
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1. Che impatti ha avuto questa spinta regolamentare sulla vostra società?

2. La pressione del regolatore ha accelerato alcuni processi interni?

3. Nella vostra società esiste un team dedicato alla gestione di questi rischi?

4. Per la misurazione di tali rischi vengono usate metriche forward-looking o ci si basa solo su emissioni di 

CO2/carbon intensity?

5. In termini di dati e strumenti di valutazione, l'offerta del mercato si è molto arricchita. Pensate sia anche 

migliorata? Cosa si potrebbe fare di più?
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Copyright © 2024 Morningstar Sustainalytics. All rights reserved.

The information, methodologies, data and opinions contained or reflected herein are proprietary of Sustainalytics and/or third parties, 
intended for internal, non-commercial use, and may not be copied, distributed or used in any way, including via citation, unless otherwise 
explicitly agreed in writing. They are provided for informational purposes only and (1) do not constitute investment advice; (2) cannot be 
interpreted as an offer or indication to buy or sell securities, to select a project or make any kind of business transactions; (3) do not 
represent an assessment of the issuer’s economic performance, financial obligations nor of its creditworthiness; (4) are not a substitute 
for a professional advice; (5) past performance is no guarantee of future results.

These are based on information made available by third parties, subject to continuous change and therefore are not warranted as to their 
merchantability, completeness, accuracy or fitness for a particular purpose. The information and data are provided “as is” and 
reflect Sustainalytics’ opinion at the date of their elaboration and publication. Sustainalytics nor any of its third-party suppliers accept any 
liability for damage arising from the use of the information, data or opinions contained herein, in any manner whatsoever, except where 
explicitly required by law. Any reference to third party names is for appropriate acknowledgement of their ownership and does not 
constitute a sponsorship or endorsement by such owner. A list of our third-party data providers and their corresponding terms of use are 
available on our website. For more information visit: http://www.sustainalytics.com/legal-disclaimers.
Insofar as applicable, researched companies referred herein may have a relationship with different Sustainalytics’ business 
units. Sustainalytics has put in place adequate measures to safeguard the objectivity and independence of its opinions. For 
more information, contact compliance@sustainalytics.com

Different disclaimers may be applicable to specific products or services.

Legal Disclaimers
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