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https://unfccc.int/topics/introduction-to-mitigation
https://unfccc.int/topics/adaptation-and-resilience/the-big-picture/what-do-adaptation-to-climate-ch
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Our position on transition

Climate change presents a systemic risk, challenging investors to consider
ERWK WKH SRWHQWLDO ILQDQFLDO LPSDFWV RI WKH DVVRFLDWHG WUDQVLWLRQ WR D ORZ FDUERQ

HFRQRP\ DQG WKH SK\VLFDO LPSDFWV RI GLITHUHQW FOLPDWH RXWFRPHV OHUFHU LV
FRPPLWWHG WR LQYHVWLQJ IRU D GHJUHH VFHQDULR EHFDXVH UREXVW FOLPDWH
VFHQDULR DQDO\VLVY HYLGHQFH WKDW LV LQ WKH EHVW ILQDQFLDO LOQWHUHVWYV RI RXU FOLHQWYV

We are seeing increasing demand for a rigorous and measurable approach
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OHUFHU V $QDO\WLFV IRU &OLPDWH 7UDQVLWLRQ RU $&7 LV D

strategic, forward looking assessment of the risks and

opportunities that arise from a transition to a low carbon

HFRQRP\ LQ DQ LQYHVWPHQW SRUWIROLR &RPSDQLHVY DUH UDQNHG
along a spectrum spanning high carbon intensity assets

with low capacity to transition, to green assets, providing
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Establishing transition capacity

$&7 VXSSRUWYVY FOLPDWH WUDQVLWLRQ VWUDWHJILHV WdaphBity), ptiowti R aicly& &vQerBHiploPdd Mp bhidsFetadelldddteRto transition

DQDO\WLV IRUZDUG ORRNLQJ SRUWIROLR DQDO\WLFV DURDEWWRKRWP XS DVVHVVPHQW RI

KROGLQJV 7KLV PXOWL GLPHQVLRQDO YLHZ VHHNV WR HVWDEOLVK ZKHUH HPLVVLRQV DUH

currently being generated across the portfolio and, at a more granular level, $ PXOWL GLPHQVLRQDO DVVHVVPHQW GUDZV RQ D UDQJH F

FRPSDQLHV FDSDFLW\ WR WUDQVLWLRQ PLWLJDWH DQWRDBWOWSHWVWY SRUWIROLRY DFURVY D VSHFWUXP IURP JUH\
that many companies lie somewhere in the middle, their capacity for future

JURP WKLV VWDUWLQJ SRLQW $&7 DOORZV LQYHVWRUVWIR GHWHIORE QHHEW WWRLRIQ IX@IDQ \D WVNKHDW HG DQG GHWHUP

LQFOXGH D VWHS E\ VWHS SURFHVV HQDEOLQJ LQYHVWRUV WR UDQN FRPSDQLHV DQG

portfolios by their capacity to support annual emissions reductions (transition 7TKURXJK WKLV SURFHVV LQYHVWRUV VWDUW WR LGHQWLI\
KROGLQJVY DUH IRU H[DPSOH KLJK FDUERQ DQG ORZ WUDQC
FDUERQ DQG KLJK WUDQVLWLRQ

Figure 1. Overview of the Analytics for Climate Transition (ACT)

Mercer’s climate transition advice adopts a spectrum approach
to transition risk and opportunity, and a step by step process
to developing a climate transition plan to align your pprtfolio Steward the ‘In-between’ Target ‘Green’ Solutions
to a net zero outcome by 2050 (or sooner). Our advig Varying carbon intensity, and Low carbon intensity, high

supported by our Analytics for Climate Transition (A transition prospects transition capacity

1. Determine current baseline 2. Analyse portfolio possibilities 3. Set measureable goals
Determine a pathway Milestone expectations
suitable for your portfolio are set out for each asset
and set net zero targets class through a phased
with confidence approach
° Integration
« Incorporate scenario and . « Engage with companies, ‘ * Allocate to low-carbon / —  ° Monitor high-carbon

transition analysis into including via collaborative i | sustainability solutions exposures where low

strategy and portfolio initiatives « Monitor developments transition capacity

construction decisions « Utilise voting rights and prices*

* Monitor market pricing*
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Steward the ‘In-between’ Target ‘Green’ Solutions
Varying carbon intensity, and Low carbon intensity, high
transition prospects transition capacity
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We have found progress can then be measured against climate transition

EHQFKPDUNV E\ VHWWLQJ D \HDU RYHU \HDU FDUERQ UHGXFWLRQ WDUJHW ZLWK WROHUDQFH
ranges to facilitate dynamic portfolio management, using a climate transition or

3DULV DOLJQHG LQGH[ ZKHUH SRVVLEOH

7TKHUH DUH WZR EURDG DSSURDFKHYV
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Vision, governance, implementation

7KURXJK HQJDJHPHQW ZLWK D FRPPXQLW\ Rl OHDGLQJ ZRNVFHQRWRRQD DV ONHYMRKRZDOQGYWLWXWLRQDO LQYHVW
PDQDJHUY OHUFHU SDUWQHUHG ZLWK WKH :RUOG (FRQR® GFLFRWOHPWRWITHN HROR D DURV YV LQYHVWPHQW UHODWHG
FOLPDWH LQYHVWLQJ EHQFKPDUNLQJ WRRO DQG IUDPHEBHQWZK\L WK N HNHHN \F KAORO R IHHKIHM KWSHGLQJ FOLPDWH LQYH)
the practices and frameworks of pioneering climate investors that can be

DGRSWHG E\ DOO LQVWLWXWLRQDO LQYHVWRUV

Vision
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Source: Pacesetters: Setting the Tempo of Advanced Climate Investing, 8
KWWSV 7ZZZ ZHIRUXP RUJ GRFV :()B6HWWLQJBWKHB7HPSRBRIB$GYDQFHGB&OLPDWHB,QYHVWLQJB SGI



https://www3.weforum.org/docs/WEF_Setting_the_Tempo_of_Advanced_Climate_Investing_2022.pdf
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&OLPDWH LQYHVWLQJ EHQFKPDUNLQJ HQDEOHV WKH DVVHW RZQHU FRPPXQLW\ WR SLQSRLQW
WKH DFWLYLWLHY WKDW PD\ GHOLYHU WKH PRVW VLJQLILFDQW LPSURYHPHQWY WR ULVN UHWXUQ
RXWFRPHV

:KLOH VWHSVY WR DGYDQFH WKH WUDQVLWLRQ ZLOO HYROYH DV VWDQGDUGL]DWLRQ
climate data disclosures and measurement of adaptation improve, the adoption

RI' D VWUDWHILF IUDPHZRUN FDQ JXLGH LQYHVWRUV DSSURDFK

,QYHVWRUV LQ WKH DGYDQFHG VWDJH DFFRUGLQJ WR WKH :RUOG (FRQRPLF )RUXP :()
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%\ HVYWDEOLVKLQJ D FOHDU IUDPHZRUN WUDQVLWLRQ
plans can deliver a systematic approach to

10
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Potential
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https://population.un.org/wpp/Graphs/DemographicProfiles/Line/903
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,QYHVWRU GHPDQG FDQ SRWHQWLDOO\ FDWDO\]H WKH G&HYDISORSIPHQWKRI GABYPDWSPHOOWKWLREY VWHSYV LQ WKH LQ!

in areas such as sustainable infrastructure across the globe, in turn supporting More coordinated project planning and enhanced due diligence processes, for

WKH GHHSHQLQJ RI FDSLWDO PDUNHWY LQ HPHUJLQJ Héx&le Rans\ppdEtmPeStbre) toriid@raRadn of the sustainability characteristics

the number of strategies available to investors across developed and versus DQG LPSDFW RSSRUWXQLWLHY RI SURVSHFWLYH LQYHVWP}
emerging markets evidences the scale of the opportunity for the development

of solutions within the emerging markets universe of 741 in comparison to ,PSDFW RXWFRPHYV FDQ RQO\ EHFRPH D PRUH VXEVWDQWLY

GHYHORSHG PDUNHWYV XQLYHUVH RI

Within markets, increased collaboration and coordination between stakeholder
JURXSYV PDQDJHUV JRYHUQPHQWY DQG PXOWLODWHUDO GHYHORSPHQW EDQNV FDQ
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While impact measurement and management practices have progressed
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https://www.worldclimatesummit.org/in-person-invitation-registration
mailto:MercerInvestmentSolutions@mercer.com?subject=COP%2027%20survey
https://www.mercer.com/what-we-do/wealth-and-investments/investing-sustainably.html
https://www.mercer.com/what-we-do/wealth-and-investments/investing-sustainably.html
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Sustainability research Meet some of our sustainable investment advice professionals

We were one of the first consultants to explore ESG factors and implement them 6LQFH RXU 6XVWDLQDEOH ,QYHVWPHQW 6, $GYLVRU\
LQWR LQYHVWPHQW UHVHDUFK D SLRQHHULQJ SRVLWLW® EH OIIHY S FFOX.G QWRV FIRKN. HY XHPW R KRQIGX O VXVWDLQDEO
OHUFHU V *OREDO 0DQDJHU 5HVHDUFK 7HDP LV UHV SR QQuLtEaHoirRrises\mote tRaR ROHIedidatBdprofessionals, supported by a
(6* UDWHG VWUDWHJLHV®®at ifotrd ifvestmenydedikiols across JOREDO QHWZRUN RI FKDPSLRQV
DVVHW FODVVHV DURXQG WKH ZRUOG

Mercer’s advice and solutions teams are happy to talk about our

experience to date and what we anticipate coming next in the path

WRZDUG VXVWDLQDEOH LQYHVWPHQW

Helga Birgden Cara Williams Max Messervy
*OREDO &KDLU OHUFHU *OREDO (6* 6 WUDWHJ\ /HD G Head of Sustainable
6XVWDLQDEOH ,QYHVWPHQW ,QYHVWPHQW $PHULFDYV






	01 Executive Summary

