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About Eurosif -
The European Sustainable Investment Forum

Eurosif is the leading pan-European association promoting Sus-
tainable Finance at the European level — encompassing the EU,
the wider European Economic Area (EEA), and the United Kingdom
(UK). Eurosif is a partnership comprised of Europe-based national
Sustainable Investment Fora (SIFs). Each of the SIFs has a broad
and diverse membership including asset managers, institutional
investors, index providers and ESG research & analytics providers.

Our activities involve contributing substantively to public policy
and conducting research that enables a better understanding of
sustainable investment and the obstacles encountered by sustain-
ability-oriented investors. Eurosif and its members are committed
to the growth and integrity of meaningful sustainable investment
flows and support the ambition of European policymakers in en-
abling a fully transparent sustainable investment market through
appropriate and well-designed regulation and industry practice.

Our mission is to promote sustainable development through finan-
cial markets by supporting the financing through private and public
capital of investments that make a measurable contribution to the
sustainable development goals set by the United Nations, the Euro-
pean Union and other European countries.
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Executive Summary

Eurosif supports and informs the ongoing
regulatory initiatives that aim to increase
the availability, quality, reliability and com-
parability of climate-related information
for investors. To do so, Eurosif conducted
a quantitative survey and additional qual-
itative interviews among asset managers
and owners operating in Europe. This study
focuses on their current use of, and require-
ments regarding, climate-related informa-
tion, for the purposes of its integration and
consideration in their investment process-
es.

According to the responses received during
this study, the use of climate-related infor-
mation in investment processes is now a
matter of course. However, the breadth and
depth of its integration into investment
processes varies. Most asset managers and
owners look at climate-related information
from a risk and impact perspective. Next
to exclusion strategies, among the most
widely used approaches for integrating cli-
mate-related information in investment
processes are screenings and assessments
based on GHG emissions and general infor-
mation about investees’ climate strategy.
Less prominent are forward-looking met-
rics such as climate targets and transition
plans.

The main sources of information are corpo-
rate reports and data from external service
providers. In both cases, asset managers
and owners consider the transparency and
understandability of underlying calcula-
tion methods — plus research processes
and sources for data from external pro-
viders — to be of the utmost importance.
Generally, survey participants expressed a
strong need for more widely available, par-
ticularly forward-looking, climate-related
information. Next to the issue of insuffi-
cient data coverage and the related costs,
asset managers and owners struggle to find
reliable forward-looking indicators — which
would be necessary to effectively identify
and manage climate-related risks and op-
portunities in their portfolios. One of the

most overarching requests is the establish-
ment of a standardised disclosure frame-
work for climate and sustainability-related
information to foster comparability and
quality of corporate disclosures. In addition
to that, the development of at least some
more standardised, forward-looking data
points is desired.

Based on the findings of this study, to bet-
ter support asset managers’ and owners' re-
quirements regarding climate-related data
and information, EU policymakers should:

1. Continue to promote better availability,
quality and comparability of compa-
ny-reported climate-related informa-
tion via ongoing regulatory initiatives
such as the develop-ment of Europe-
an Sustainability Reporting Standards
(ESRS) and while doing so;

2. Strive for ambitious sustainability-re-
lated corporate reporting standards
based on a double materiality approach,
covering corporate value chains and in-
cluding for-ward-looking information
such as climate targets and transition
pathways;

3. Introduce transparency requirements
for external data and ratings providers
regarding their methodologies, research
processes and data sources; and

4. Support collaboration with the scientif-
ic community and the development of
accurate, science-based climate-related
indicators with a focus on forward-look-
Ing metrics.

Although climate change is already likely
to be one of the most standardised ESG in-
vestment topics, asset managers and own-
ers operating in Europe still face various
information related challenges. It is there-
fore likely that many of this study’s results
— and by extension recommendations —
are trans-ferable to other ESG investment
topics.
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1. Introduction

Climate change poses one of the most
pressing global challenges. Its mitigation
requires a financial system that actively
supports the shift towards a sustainable
economy. Capital flows need to be redirect-
ed towards greener economic activities
while incentivising the transformation of
high impact sectors. Asset managers and
owners are increasingly considering cli-
mate-related factors when making invest-
mentdecisionstoreduce financial risks,im-
prove climate-related impacts and ensure
the long-term value of their portfolios. To
achieve these objectives, they need widely
available, high quality and decision-useful
climate-related information from investee
companies. Their corresponding data and
Information needs have significantly in-
creased in recent years but cannot be ful-
ly satisfied yet from a data supply point of
view.

To improve the situation and enable better
Integration of climate-related considera-
tions into investment decisions, several
initiatives and policy efforts have been es-
tablished in recent years:

+ At the international level: the Interna-
tional Sustainability Reporting Board's
(ISSB's) sustainability and climate-re-
lated disclosure standards; the recom-
mendations of the Task Force on Cli-
mate-Related Financial Disclosures
(TCFD); or non-profit initiatives such
as the Global Reporting Initiative (GRI)
standards or the Carbon Disclosure Pro-
ject (CDP).

+ At the European level, the most prom-
inent regional initiative is the ongoing
development of the European Sustaina-
bility Reporting Standards (ESRS).

All these initiatives aim to increase the
availability, quality, reliability and compa-
rability of climate-related information for
investors. The aimis to provide the basis for
investors to better evaluate the climate-re-
lated performance of companies and to bet-

ter integrate these considerations into
their investment strategies.

To support this process, Eurosif conduct-
ed a quantitative survey and additional
qualitative interviews among asset man-
agers and owners operating in Europe, to
better understand their current usage of,
and requirements regarding, climate-re-
lated information. This work also aimed
to identify the decision-useful climate-re-
lated information investors need and to
formulate concrete recommendations for
policymakers to enable better availability
of this information.
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2. Methodology and Data

This study’s first objective is to gain deep-
er insights into asset managers’ and asset
owners’ current usage of climate-related
data and their related requirements in their
investment processes. The study adopts
both a risk and an impact perspective:
which climate-related information is con-
sidered most relevant for decision-mak-
ing? What are asset managers’ and asset
owners’ main challenges, expectations and
percelived trends regarding climate-related
data and information?

This study’s second objective is to derive
from the findings concrete recommenda-
tions for action for EU policymakers and
market practitioners.

To achieve these objectives, Eurosif con-
ducted a quantitative survey and addition-
al qualitative interviews with a wide range
of financial industry practitioners (asset
managers, pension funds, banks..) with
operations in EU member states and/or in
European countries applying relevant EU
regulations (see Fig. 1 below). The global
geographical coverage of respondents’ op-
erations can be found in Fig. 2 below. The
respondents’ size in terms of assets owned
or under management ranged from less
than €50 million to more than €500 billion
(see Fig. 3 below).

The quantitative, anonymous survey was
conducted between September and Novem-
ber 2022. The survey, annexed to this report,
consisted of 49 questions divided into four
thematic areas: (1) Data sources, use of data
and analysis of data; (2) forward-looking in-
dicators; (3) analysis of companies’ net-zero
targets and target-setting at portfolio level;
and (4) regulatory interventions.

In total, 37 responses to the survey were
received. Given the objectives and scope
of the study described above, 4 responses
were excluded, as only responses received
from financial market participants were

considered in the following analyses.

The following graphs illustrate the distri-
bution of size, type and geographical cov-
erage of the 33 respondents that were in-
cluded in the study:

Fig. 1: Distribution of the 33 respondents by type of
financial market actor.

1: Bank — 15% (5)

2: Insurance/reinsurance company — 6% (2)
3: Asset management company — 70% (23)

4: Pension fund — 3% (1)

5: Foundation — 3% (1)

6: Private equity / venture capital firm — 3% (1)

Fig. 2: Global geographical coverage of
respondents’ operations.

1: EU — 94% (31) 8: Liechtenstein — 12% (4)
2: Switzerland — 42% (14)  9: Central & South

3: UK — 30% (10) America— 12% (4)

4: Asia — 27% (9) 10: Iceland — 9% (3)

5:US — 21% (7) 11: Africa — 9% (3)

6: Canada— 21% (7) 12: Oceania — 9% (3)

7: Norway— 18% (6)
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22% 21%

15%
12% ©) 12% 12%
(4) (4) (4)

3% 3%
(1) (1)
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€50 €50 and €100and €500 €land €10and €20and €100and billion

million €100 €500 million €10 €20 €100 €500
million million and€l1 billion Dbillion Dbillion billion
billion

Fig. 3: Distribution of respondents by size (assets owned or managed).

In addition to the survey, 18 in-depth in-
terviews were conducted with financial
industry professionals, most of them work-
ing for asset management firms in ESG
and sustainability-related roles. Some of
the experts interviewed also responded
to the quantitative survey. In these cases,
the qualitative interviews served to gather
more detailed background information and
understanding. The questions asked during
the qualitative interviews were adjusted
based on the type of financial market the
participant represented, the role and ex-
pertise of the person interviewed and the
initial answers provided in the quantitative
survey.

The following chapter presents the main
results and findings. Finally, the last chap-
ter discusses concrete recommendations
for market practitioners and EU policymak-
ers derived from these findings.
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3. Results

3.1. Data availability, quality, sources, and utilisation

Based on the responses received via the 3. Engaging with investee companies
survey and the conducted interviews, this and measuring their progress; and
first chapter aims to illustrate asset manag- 4. Screening companies based on their

ers’ and asset owners’ current practices re-
garding the consideration and integration
of climate-related aspects in investment
strategies and decisions.

level of GHG emissions.

Exclusions, used by 85% of respondents,
are a rather traditional and comparatively
easy to implement approach to integrat-
Ing climate-related considerations into
investment decisions. Exclusions are per-
ceived as useful by some participants to
the study, amid regulatory uncertainty
and a lack of a common definition of sus-
tainable investment. They can also be ap-
plied in passive investment strategies.

It provides an overview of how investors
source climate-related data, how they per-
ceive data availability and quality, how they
analyse existing information and how they
integrate climate-related considerations
into their investment decisions.

Climate-related approaches in investment

decisions 82% of respondents reported analysing

each investee's overall business model,
environmental and climate policy, tar-
gets and investment plans. This form of
detailed analysis is considered a neces-
sary step to understand whether a com-
pany is on a pathway towards climate
neutrality and to understand and assess
its (resilience to) climate-related risks

Within the survey sample, the most used
approaches (based on the selection pre-
sented in Fig. 4) of integrating climate-re-
lated considerations into investment deci-
sions were, by order of frequency:

1. Exclusions of certain sectors or compa-

nIes, and impacts. Feedback received via the
2. Analysis of companies’ overall business qualitative interviews indicates that an
models, environmental/climate poli- increasing number of asset managers
cles, targets and investment plans; consider climate change-related risks and
impacts in conjunction with other envi-
ronmental issues.
Exclusions for certain companies 85% (28)

Analysis of the company’s overall business
model, environmental/climate policy, targets 82°% (27)
and investment plans °
Engaging with investee companies and
measuring their progress (e.g. by setting cli- 73% (24)
mate-specific targets and escalation steps

Screening companies based on their level of 70% (23)
GHG emissions

We screen companies based on their 61% (20)
climate-related impacts

We have thematic funds focused on climate o
¢ . 55% (18)
solutions (e.g. renewable energies)

We screen companies based on their exposure o
to climate-related risks 48% (16)

Our passive funds track benchmarks 12% (4)
incorporating climate criteria

Others (please, specify) 9% (3)

Fig. 4: Strategies for integrating climate-related considerations into investment decisions. 8
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73% of the respondents cited engagement
with investee companies as a way to en-
courage and monitor their progress to-
wards net-zero. Respondents consider en-
gagement to be a particularly promising
approach for companies from the utilities
and other high environmental-impact sec-
tors. According to them, the potential to re-
alise positive investor impact via a targeted
reduction of investee companies’ negative
impacts is particularly high. On this point,
larger asset managers note that it is not
feasible to engage with all investee compa-
nies in their portfolio. Consequently, they
tend to focus their engagement efforts on
companies assessed as having a particular-
ly high transition potential.

The survey results further demonstrate
that the screening of companies based on
quantitative data regarding their green-
house gas (GHG) emissions plays an im-
portant role in climate-related investment
decisions. 70% of respondents use this ap-
proach for assessing companies they con-
sider investing in.

Additionally, 20 out of 33 respondents (61%)
state that they screen companies based on
their climate-related impacts, indicating
that asset managers and owners operating
In Europe are not only interested in mini-
mising climate-related financial risks but

also the climate-related impacts of their
portfolios. These results underline the im-
portance of ensuring that all sustainabili-
ty-related finance and corporate reporting
initiatives and frameworks are based on a
double materiality approach.

Main sources of climate-related data

The present study also aimed to identify
the main sources of climate-related data
and information for asset managers and
owners operating in Europe, as these con-
stitute the basis for any analysis and in-
vestment approach. The financial experts
interviewed primarily and equally rely on:

data sourced from multiple external
providers;

+ data that is publicly available (e.g., via
free databases); and

data reported by investee companies
through sustainability reports.

Data reported by investee companies through

sustainability/financial/integrated reporting 67% (22)
Data and tools provided by multiple external

data, analysis & research providers 67% (22)

Data publicly available (e.g. free databases)

Data provided directly by investee companies

67% (22)

(e.g. via exchanges with the investor relations

and/or the sustainability departments) 45% (15)
Data and tools provided by one external data,

analysis & research provider 33% (11)

Other (please specify)
6% (2

!

Fig. 5: Sources of climate-related data on investee companies.
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Regarding external data providers, it is
noteworthy that 100% of the survey partic-
ipants receive climate-related data and in-
formation from at least one such provider.
The vast majority (67%) receives relevant
data from multiple providers simultane-
ously. These findings emphasise the prom-
inent role external data and research pro-
viders play in the climate-related, and more
broadly, the sustainable investment, eco-
systems. Most interviewed experts even
stated that they do not believe that better
corporate reporting of climate-related data
in the future would significantly reduce fi-
nancial market participants’ reliance on
external data providers. The predominant
view was that these entities will continue
to play an important role by sourcing data
from companies’ reports and producing
‘off-the-shelf’ analytics and data sets for in-
vestors.

On single topics/indicators, we compare
different providers’ analytical tools in order to
appreciate the variety of perspectives 25% (8)

We input data (e.g. on GHG emissions) and/
or analytical tools (e.g. ratings and scores) in
our own proprietary strategies to evaluate
companies’ climate performances

We analyse each provider's methodology,
compare them and we choose the analytical
tool and/or data set that is most suitable to the
characteristics and objectives of each one of
our investment strategies

We interact with our external data providers
to better understand the methodological
choices underpinning individual data points
and assessments

34% (11)

We complement external data, analysis & 41% (13)

research with own desk analysis

The data, analysis & research support our dia-
logue with companies (e.g. through fact check
dialogues, etc.) 34% (11)

Analysing and comparing methodologies and/
or single data points is a time and resource
intensive activity, therefore we tend to rely on

data sets and analytical tools as they are 19% (6)

H Always m Often M Sometimes

Nevertheless, interviewed experts consid-
ered that data directly reported by compa-
nies through sustainability or integrated
reporting, or so-called ‘raw data” is par-
ticularly useful. The quantity and quality
of the information provided by companies
1s expected to increase once the corre-
sponding standardised disclosure and re-
porting frameworks are established. This
should, in turn, also improve the informa-
tion provided by external data providers.

Methodologies to process climate-related
data

Given the relevance of external data pro-
viders as sources of climate-related infor-
mation, it is important to understand how
asset managers and owners process the
information obtained from these entities
in their investment processes.

_ - (5)

AL 6% (2)

53% (17) 12% (4)

- 9% (3)

12% (4)
16% (5)

34% (11)

Never

Fig. 6: Strategies for processing climate-related information provided by external data providers.

10
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Overall, most survey participants tend to
input data obtained from external providers
into their own proprietary analytic mod-
els to evaluate companies’ climate-related
performance. This approach is particularly
common in the assessment of companies’
net-zero targets and transition plans. The
application of proprietary analytic models
allows asset managers and owners to de-
velop their own views of the companies
in question. It is, however, also described
as a rather lengthy and costly process that
involves the aggregation and integration
of data from different providers. The chal-
lenges regarding the creation of proprietary
models that efficiently integrate data based
on different methodologies by different ex-
ternal providers was a recurring theme dis-
cussed during the qualitative interviews.

Only a small proportion of respondents,
usually from smaller firms with fewer re-

There is insufficient coverage on the data necessary to comply
with EU regulations (e.g. SFDR PAlls, EU Taxonomy-alignment)

High costs
We struggle to find reliable forward-looking indicators

There is a mismatch between our needs and the types of
companies covered (e.g. insufficient data on Small and Medium
Enterprises)

We are conscious there might be a certain margin of error in
estimates, thus lowering our confidence of making a sound
investment decision

We are conscious there might be a certain margin of error in
estimates, hence we perceive the risk of incurring greenwash-
ing accusations (legal and/or reputational risks)

Companies obtain diverging performance measurements (e.g.
on GHG emissions) from different providers, and it is difficult to
understand the reasons for these differences

There is a mismatch between our needs and the topics covered
(e.g. data on impacts, data on biodiversity, etc.)

It is difficult to access relevant information on the methodolo-
gies applied

We struggle to access adequate information about the sources
of data

It is difficult to understand the methodologies applied

sources, stated that they reqularly rely

on external data sets and analytical tools
without any further internal processing.
At the other end of the spectrum, more so-
phisticated investment strategies involve
the analysis and combination of different
external data sets and their integration
with further, internal research.

The results of this study further confirm
the widespread use of dialogues and en-
gagements with investee companies as
a means for asset managers and owners
operating in Europe to reinforce, comple-
ment and fact-check existing information
regarding those companies. Interviewed
experts perceive company dialogues as
an important way to obtain more precise
information on climate-related topics
that are more relevant to their investment
strategies.

40% (13)

34% (

=

41% (.

=
&

35% (11)

25% (8)

16% (5)

_
[e)]
>

g

|

16% (5)

W Always mOften M Sometimes Never

6% (2)

-

%

C
=1

a
&
)

(=]
&
8

|
3

Fig. 7: Challenges faced by asset managers and owners when using climate-related information from external providers.
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The graphic above illustrates the most com-
mon challenges mentioned by surveyed
asset managers and owners when using
climate-related information and data from
external providers. One of the most fre-
quently mentioned challenges is a lack of
data necessary to comply with EU regula-
tions, such as SFDR PAIls (Principal Adverse
Impact indicators) or EU Taxonomy align-
ment. Some respondents commented that
they currently use SFDR-related data mere-
ly for compliance reasons and do not con-
sider it to be decision-useful information.
However, the responses gathered during
the qualitative interviews indicate that this
view could change as soon as the coverage
and reliability of this data increase.

Another challenge highlighted by many
surveyed asset managers and owners is the
difficulty in finding reliable forward-looking
information. Many still doubt the robust-
ness of forward-looking indicators as their
underlying methodologies are often com-
plex and the outcomes seem to vary stark-
ly across data providers. Some established
forward-looking metrics from external pro-
viders are also perceived as oversimplified
and 1naccurate. Considerations regarding
forward-looking indicators will be analysed
in more depth in the next section.

An additional concern amongst industry
practitioners is related to the diverging cli-
mate-related assessments they obtain for
the same company from different data pro-
viders, which goes hand in hand with the
observations stated above. Surveyed asset
managers and owners understand that each
data provider analyses and processes infor-
mation according to their own methodolo-
gy. It would be useful for them to have more
information on the underlying methodolo-
gies to better understand the discrepancies
and process the climate-related data and in-
dicators provided by these entities. As such,
data providers are generally expected to be
more transparent regarding their method-
ologies and research processes. This seems
to be particularly relevant for methodology
changes which are perceived as frequent.
Interviewed industry practitioners com-
plained that methodology changes are not
always clearly explained and their effects

on results are often not clearly specified.
This can be problematic for investors, as
changes in companies’ climate-related
performance data could be the result of
actual changes in their performance, but
also simply of changes in the data provid-
er's methodology.

The results also show that many surveyed
asset managers and owners are conscious
that certain margins of error in estimates
could lead to less sound investment de-
cisions and increase the risk of running
into greenwashing allegations and repu-
tational damage. When asked about the
most important aspects taken into con-
sideration when analysing external pro-
viders’ methodologies, the most common
answers were related to GHG estimations.
Investors have a strong interest in under-
standing the proportion of estimates that
data providers use in their methodologies
and how these estimates are calculated.
During the qualitative interviews, some
experts stated that they believe that data
providers excessively rely on estimates.
At the same time, they acknowledged that
estimates serve as the best possible reme-
dy for the low availability of company-re-
ported data. Further concerns highlighted
by at least some survey participants were
uncertainties regarding the sources of
data and the consideration of sector-spe-
cific considerations in methodologies.

The relationship between asset managers
and owners and their external data pro-
viders also influences the integration of
climate-related information into invest-
ment strategies. In fact, many asset man-
agers and owners interact with their pro-
viders to obtain clarifications regarding
specific data points or sets, especially in
case they detect discrepancies from their
own analysis or from data disclosed by
the company itself.

Additional essential aspects to con-
sider are the availability (Fig. 8) and
reliability (Fig. 9) of climate-related
information, as these factors direct-
ly affect asset managers’ and owners’
investment strategies and decisions.

12
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GHG emissions - Scope 1 and 2

GHG intensity

Adoption of decarbonisation targets

Adoption of net-zero targets

GHG emissions - Scope 3

Energy consumption (absolute and/
or intensity)

Climate-related targets/performance
indicators in the remuneration
schemes of key decision-makers

Oversight of governing bodies on the
climate-related policies and plans

Credibility and ambition of the tran-
sition plans

Geographical location of the head-
quarters and/or operations of the
company and explanation of the
regulations on climate to which the
company is subject

Exposure to climate-related physical
risks

Exposure to climate-related oppor-
tunities

Energy mix

Turnover and/or CapEx from activities
related to the fossil fuel sector

Exposure to climate-related transition
risks

Robustness of the decarbonisation/
net-zero targets, including progress

reporting

Activities contributing to the turnover

Plans to deploy CapEx / OpEx

Research & Development expenses
and climate-related innovations

75% (24)

53% (17)

19% (6) % (1)
28% (9) % (1)
22% (7) % (1)
7% (2) 7% (2)
17% (5) 10% (3)
14% (4) 10% (3)
16% (5) 7% (2)
19% (5) 19% ()
14% (4) 7% (2)
10% (3) 10% (3)
7% (2) 7% (2)
11% (3) 14% (4)
11% (3) 10% (3)
7% (2) 7% (2)
7% (2) 10% (3)
7% (2) 13% (4)
4% (1) 21% (6)

mHigh ®mMedium mLow = Noopinion

Fig. 8: Availability of climate-related information regarding companies analysed by asset managers and owners.
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GHG emissions - Scope 1 and 2

GHG intensity

Energy consumption

Adoption of decarbonisation targets

Adoption of net-zero targets

Turnover and/or CapEx from activities
related to the fossil fuel sector

Energy mix

Oversight of governing bodies on the
climate-related policies and plans

Geographical location of the headquar-
ters and/or operations of the company
and explanation of the regulations

on climate to which the company is
subject

Climate-related targets/performance
indicators in the remuneration
schemes of key decision-makers

Credibility and ambition of the transi-
tion plans

GHG emissions - Scope 3

Exposure to climate-related physical
risks

Exposure to climate-related transition
risks

Robustness of the decarbonisation/
net-zero targets, including progress
reporting

Activities contributing to the turnover
Exposure to climate-related opportu-
nities

Plans to deploy CapEx / OpEx (e.g. to-
wards EU Taxonomy-aligned projects/
activities)

Research & Development expenses
and climate-related innovations

35% (11) 6% (2)
23% (7) 6% (2)
15% (4) 15% (4)
13% (4) 10% (3)
16% (5) 9% (3)
11% (3) 17% (5)
14% (4) 17% (5)
14% (4) 14% (4)
19% (5) 23% (6)
10% (3) 14% (4)
Y 14% (4)
& 6% (2)
7% (2) 17% (5)
7% (2) 24% (7)
o 14% (4)
7% (2) 24% (7)
7% (2) 21% (6)
Y 30% (9)
7% (2) 39% (11)

mHigh ®wMedium mLow ' Noopinion

Fig. 9: Quality of climate-related information regarding companies analysed by asset managers and owners.
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Screening companies based on their lev-
el of GHG emissions is among the most
widely used climate-related investment
approaches by survey participants. In gen-
eral, they consider information and data
regarding scope 1 and 2 emissions as well
as GHG intensities to be largely available
and reliable. In contrast, data availability
and quality regarding scope 3 emissions
are perceived as rather low.l While stand-
ardised frameworks to measure GHG emis-
sions (including scope 3 emissions) exist?2,
companies do not apply them consistently.
Data gaps regarding scope 3 emissions are
particularly pronounced and reported data
1s often not assured. However, improve-
ments are expected as both the Draft Euro-
pean Sustainability Reporting Standards3
and the International Sustainability Stand-
ards Board (ISSB)4 include requirements re-
garding the measurement and reporting of
scope 3 emissions.

The results also point to the scarcity of re-
liable data on climate-related physical and
transition risks, which are very important
from a financial point of view. While in-
vestors pay attention to the commitments
made by companies in this regard, the
availability and reliability of information
regarding corporate decarbonisation and
net-zero targets as well as transition plans
1s considered to be rather low. Companies
do not tend to disclose further informa-
tion to support and certify their targets or
plans and on how to achieve them, which
Increases scepticism amongst investors.
Investors seem to be more trustful of val-
idated net-zero targets, especially of those
backed by the Science-Based Targets initi-
ative (SBTi). Validated targets are accompa-
nied by complementary information such

as interim targets and have been subject
to scientific review, which increases their
credibility. Some interviewees expressed
their preference to rely on such validated
targets as they are still in the process of
developing and finalising their own meth-
odologies to evaluate companies’ targets
and transition plans.

Data availability and reliability regarding
CapEx, OpEx, and investments in R&D are
still considered to be particularly low. This
information could be useful to assess to
what extent companies intend to stick to
the targets and transition plans they have
committed to.

1. These findings are mirrored in recent academic
research, see Busch et al (2022): Corporate car-
bon performance data: Quo vadis?, https:/on-
linelibrary.wiley.com/doi/full/10.1111/jiec.13008

2. https://ghgprotocol.org/corporate-value-chain-
scope-3-standard

3. https://www.efrag.org/labt

4. https://www.ifrs.org/content/dam/ifrs/pro-
ject/climate-related-disclosures/issb-expo-
sure-draft-2022-2-climate-related-disclosures.

pdf
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3.2. Forward-looking indicators

Forward-looking information plays a fun-
damental role in current investment analy-
sis strategies. Climate-related assessments
of companies must consider forward-look-
ing data to forecast their exposure to future
trends, such as climate-related risks and
opportunities, and to evaluate the robust-
ness of their transition and decarbonisa-
tion plans. Forward-looking information al-
lows asset managers and owners to assess
the climate-related potential of a company
and its adaptation efforts to mitigate phys-
ical and transitional risks.

The most frequent objectives cited for us-
ing forward-looking indicators are relat-
ed to scenario analysis, the monitoring of
physical and transitional risks, and the
mitigation of GHG emissions, including cli-
mate-related targets and transition plans.
General challenges around sourcing reli-
able and robust data were already men-
tioned in the previous chapter. Specifical-
ly, regarding forward-looking data, survey
participants’ main concerns focus on the
complexity of the underlying methodolo-
gies and the existing divergences between
the results that different service providers
supply regarding the same company. This
chapter will further analyse how asset
managers and owners operating in Europe
use forward-looking information and indi-
cators, their perceived reliability and the
main challenges involved.

A vast majority of respondents (27 out of
33) already use some sort of forward-look-
Ing indicators in their investment strate-
gies. However, only a small proportion of
them use their own proprietary models and
methodologies. These proprietary method-
ologies obviously differ and depend on the
climate-related investment strategy. Some
participants opt for modelling information
provided by investee companies regarding
their reduction paths, while others conduct
scenario analyses on the physical

climate risks of investee companies. Oth-
er respondents, instead of building their
own models, gather and analyse data from
external providers based on internally
defined criteria and requirements. The in-
terviewed experts generally acknowledge
challenges around creating single meth-
odologies that can be equally applied to
the diverse array of available asset class-
es.

Several interviewees voiced doubts re-
garding the reliability of e.g., temperature
alignment indicators or net-zero targets,
as these are based on complex modelling
and long-term predictions. Some stated
that they were using such indicators for
external reporting purposes, rather than
actually informing investment decisions.
Both the use of proprietary forward-look-
ing indicators, as well as the use of met-
rics coming from external providers, pose
different challenges, which are presented
in Fig. 10 and Fig. 11.
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Insufficient availability of underlying data 93%
Insufficient availability of reliable standardised 80%
indicators that meet our needs °

Assumptions and outcomes are not reliable and
their scientific soundness is disputable

73%

Poor quality of underlying data 73%
Complex calculations require highly specialised
skills and big allocation of time and resources, 67%
which are at times not manageable

Other (please specify) 7%

Fig. 10: Challenges cited when using proprietary forward-looking indicators..

Assumptions and outcomes are not reliable and 86%
their scientific soundness is disputable

Insufficient comparability between methodolo- 73%
gies adopted by different data providers

Methodologies are opaque / difficult to under- 68%
stand

o,
High costs 41%

Other (please specify) 18%

Fig. 11: Challenges cited when using external providers’ forward-looking indicators.
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Regarding proprietary forward-looking in-
dicators, the main challenges mentioned
are related to the low availability and reli-
ability of the underlying data necessary to
calculate them. This situation is expected
to improve with the roll-out of the corpo-
rate disclosure and reporting frameworks
currently under development at both the
European and international levels. As com-
panies will be required to disclose more
relevant and accurate climate-related in-
formation, proprietary methodologies are
expected to be able to provide better and
more precise forward-looking indicators.
Interviewees agree that, in the meantime,
the best remedy to tackle uncertainty is
transparency.

The main concern for asset managers and
owners relying on forward-looking indica-
tors from external data providers (which
forms the majority of respondents), is the
perceived lack of scientific reliability of the
underlying assumptions and outcomes of
said indicators. Respondents are less con-
cerned about the use of estimates and ap-
proximations, which is considered inher-
ent to forward-looking metrics. Surveyed
industry practitioners are more sceptical
about the reliability of the underlying as-
sumptions, which are perceived as unclear.
In this context, interviewed experts high-
light the role of the scientific community in
supporting the development of more trust-
worthy and accurate forward-looking, cli-
mate-related indicators.

The most used forward-looking climate-re-
lated indicators among respondents are
Implied Temperature Rise (ITR) metrics
and Science Based Targets initiative tar-
gets (SBTi). Respondents and interviewees
highlighted how ITR metrics are promis-
ing but still in an initial stage and require
further improvements. For example, par-
ticipants felt that the complex underlying
methodologies, factors and interactions
of ITR metrics are condensed in an over-
ly simplistic outcome. According to the
respondents, ITR metrics also tend to dif-
fer significantly from one data provider to
another and the differences are difficult to
understand based on available methodolo-
gy documentation. Surveyed practitioners
would welcome the convergence towards

a more widely accepted “standard” met-
ric as this would reduce the huge existing
differences between providers and port-
folio scores currently displayed. Overall,
respondents currently see ITR metrics as
complementary analytic tools rather than
as key elements of climate-related invest-
ment decisions.

In general, respondents consider SBTi val-
idated targets a reliable metric on decar-
bonisation and net-zero strategies — the
main reason for this being their scientific
basis. The setting of SBTi-validated tar-
gets also facilitates comparisons between
companies, as they are standardised and
comply with minimum requirements en-
suring a sufficient level of credibility. SB-
Ti-validated targets are perceived to be
more common in larger companies with
more (financial and personnel) resourc-
es. Their existence is considered less es-
sential for smaller companies, where the
climate-related investment strategy is
often based on direct dialogues to gather
information and assess how they plan on
improving their climate-related perfor-
mance. On the negative side, respondents
highlight that SBTi targets are not availa-
ble for all sectors and are based on mod-
elling and long-term predictions, which
always provide scope for improvement.
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3.3. Analysis of corporate net-zero targets
and target-setting at portfolio level

Net-zero carbon emission targets play a
fundamental part in the ongoing green
transition of the economy. Companies
setting net-zero targets show their com-
mitment to environmental responsibility.
At the same time, setting net-zero targets
may increase the competitiveness of com-
panies and their capacities to attract green
investments. Asset managers are also en-
couraged to set net-zero targets at portfolio
and entity level to contribute to the green
transition.

Scope 1-2 GHG emissions covered by the
target

Scope 3 GHG emissions covered by the
target

o
e

S

S

Activities and/or business units covered by
the target 12% (4)
Organisational boundaries (i.e. whether the
target is set at a group/parent level, or at a
subsidiary level, etc.)

Scenarios and transition pathways adopt-
ed, including the underlying assumptions

Coherence of the net-zero target & imple-
mentation strategy with sectoral pathways

Whether the target is absolute or relative 27% (9)
Baseline year emissions 24% (8)

Baseline value emissions
AE))
Timeframe to achieve the target 21% (7)

Interim targets and milestones 3% (@)

Approach used to set the target (e.g. Sectoral
Decarbonisation Approach - SDA)

@

% ()

Progress towards achieving the target

Actions planned vs. undertaken to achieve
the target

(o]
N
&°
&

Decarbonisation levers (e.g. energy effi- 3%/(0)
ciency measures, electrification and fuel
switching, etc.)

Reliance on carbon offsets, carbon remov-
als and avoidance, natural and artificial
sinks, capture & storage (CCS), capture &
usage (CCU) technologies

Changes in targets, methodologies and
underlying assumptions

I
S
°
&

(o))
]
&°
&

Asset managers and owners consider spe-
cific data points when analysing net-zero
targets set by investee companies. Fig. 12
and Fig. 13. provide an overview of the per-
ceived availability and quality of different
data points on net-zero targets.

55% (18)

% (1)

®

6% (2)

18% (6)

15% (5)

15% (5)

©

2
<
«

9% (3)

12% (4)

9% (3)

12% (4)

18% (6)

12% (4)

15% (5)

27% (9)

mHigh ®Medium mLow No opinion

Fig. 12: Perceived availability of data regarding corporate net-zero targets.

18% (6)

21% (7)
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Scope 1-2 GHG emissions covered by the

target 30% (10) 6% (2)
Scope 3 GHG emissions covered by the
Activities and/or business units covered
by the target 9% (3) 12% (4)
Organisational boundaries (i.e. whether
the target is set at a group/parent level, or 3 .
ata ssidary leve ec) %)
Scenarios and transition pathways adopt-
Coherence of the net-zero target &
pathways
Whether the target is absolute or relative
18% (6) 18% (6)

Baseline year emissions

9% (3) 18% (6)
Baseline value emissions

3%() 18% (6)
Timeframe to achieve the target

15% (5) 15% (5)
Interim targets and milestones
3% (1) 21% (7)

Approach used to set the target (e.g. Sec-
romempmset e [ e e e
Actions planned vs. undertaken to
achieve the target 3% (@) 21% (7)
Decarbonisation levers (e.g. energy effi-
switching, etc.)
Reliance on carbon offsets, carbon remov- .
s and avoidance,nitural i) 24%(@)

sinks, capture & storage (CCS), capture &
usage (CCU) technologies
3%1(1)
Changes in targets, methodologies and
underlying assumptions

27% (9)

mHigh ®mMedium m®mLow ' Noopinion

Fig. 13: Perceived quality of data regarding corporate net-zero targets.

While GHG emissions-related data is ob-
viously relevant when analysing net-ze-
ro targets and transition plans, industry
experts pointed out during the interviews
that sometimes they still struggle to iden-
tify the information that is most important
for them to understand investee’s climate
targets and transition plans. In this con-
text, the availability and reliability of infor-
mation regarding scope 1 and 2 GHG emis-
sions covered by the targets is generally
perceived as good. Similar to the

findings regarding general data availabil-
ity and reliability described above, they
are perceived more negatively for scope 3
emissions covered by corporate net-zero
targets. Most asset managers and owners
interviewed therefore advocated for more
standardised frameworks to measure and
report on these emissions.
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The results summarised in the charts show
that while some relevant data points are
generally available, their perceived relia-
bility is sometimes rather low. Some good
examples of this are:

activities and business units covered by
the target;

scenarios and transition pathways (in-
cluding the underlying assumptions);
coherence of the net-zero targets and
implementation strategy with sectoral
pathways;

interim targets and milestones; pro-
gress made towards achieving the tar-
get,

actions planned vs. undertaken;
decarbonisation levers;

reliance on carbon offsets;

changes to the targets.

The results show that corporate reporting
of net-zero target-related information must
still significantly increase to better meet
investors’' corresponding data needs. Regu-
lators and standard setters should further
promote the standardisation of methodolo-
gies for measuring and reporting net-zero
targets-related information as this would
foster comparability and help create a more
level-playing field.

Regarding changes in corporate net-zero
targets, many of the interviewed experts
expressed the opinion that companies
should not hesitate to modify targets that
are assessed as not achievable. Surveyed
asset managers and owners are aware that
there are continuous changes in scientific
knowledge, technological innovations and
the general economic background. There-
fore, according to surveyed participants,
the targets and transition plans of compa-
nies can and should also be altered. What is
considered most important is companies’
transparent communication and explana-
tion of changes to investors and other rele-
vant stakeholders. This seems particularly
important for companies operating in sec-
tors with significant R&D financing needs
and rather long innovation investment cy-
cles (e.g. the chemical industry).

52% of respondents stated that their own
organisations have already set net-zero

targets at the entity level or were plan-
ning to set them in the near future. The
remaining 48% stated that their organi-
sations were either still considering set-
ting such targets, planning to decarbonise
their portfolio by other means, or still un-
sure. Only 46% of respondents confirmed
that their organisations have already set
net-zero targets at the portfolio level or
were planning to set one in the short/mid-
term.

Fig. 14: Respondents’ net-zero targets at the entity level.

1: Yes — 34% (11)

2: Not yet, but the decision is under
consideration — 30% (10)

3: Not yet, but we already decided to
set a target in 1-5 years — 18% (6)

4: No, we have plans to decarbonise
our portfolios by using other
means — 15% (5)

5: We do not know / we are not
convinced yet — 3% (1)

&

Fig. 15: Respondents’ net-zero targets at the portfolio level.

1: Yes — 37% (12)

2: Not yet, but the decision is under
consideration — 24% (8)

3: No, we have plans to decarbonise
the portfolio by using other
means — 18% (6)

4: We do not know / we are not
convinced yet —12% (4)

5: Not yet, but we already decided to
set a target in 1-5 years — 9% (3)
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Respondents consider setting net-zero tar-
gets at the entity level to be comparative-
ly easy, as corresponding standards and
methodologies exist. The most consider-
able obstacle to setting net-zero targets at
the portfolio level appears to be a heavy
reliance on investee companies. Accord-
ing to the experts interviewed, the most
important and necessary first step for im-
plementing net-zero targets at the portfolio
level is the setting of such targets by inves-
tee companies themselves. Surveyed asset
managers and owners reported to rather
focus their corresponding engagement ef-
forts on companies in which they are most
heavily invested and/or which are assessed
as having a particularly high transition po-
tential.

Another aspect mentioned was that net-ze-
ro methodologies do not yet exist for all as-
set classes. Setting net-zero targets at the
portfolio-level is generally considered to be
more complex, as each investment product
has its own characteristics and these can
also change over time. Further challenges
mentioned were again data availability and
comparability across e.g.,, different asset
classes, regions, types of companies, sec-
tors (EU vs. US; equity and derivatives, etc.).

3.4. Regulatory interventions to improve
the effectiveness of climate-related invest-
ment decisions

This last chapter illustrates the asset man-
agers’ and owners' perceptions and expec-
tations of the current regulatory develop-
ments. Their practical perspectives and
inputs are essential to analyse the suitabil-
ity and potential for improvement of cur-
rent regulatory initiatives. In the European
Union, sustainable finance regulation has
significantly reshaped the financial and
investment landscape. The financial indus-
try’s expertise, concerns and (data) needs
are relevant and should advise policymak-
ers in the next regulatory steps forward
to give sustainable finance and the green
transition a more efficient and coherent
framework.

Fig. 16: "‘Regulatory interventions would help address
the challenges regarding external providers’ data,
analysis & research on climate” — distribution of
responses.

1: Yes, regulation could contribute to solve some
problems, but it needs to be accompanied by
adequate efforts to improve market practices of
multiple actors (e.g. companies reporting on
peformances, data providers improving the
sophistication of climate tools, etc.) — 52% (17)

2: Regulation would be more helpful in other areas
rather than in the data market (e.g. strengthen
the reporting requirements for companies, or
clarify some existing EU regulations, such as the
calculation rules of the SFDR-PAIIs and the
Taxonomy alignment)— 21% (7)

3: Yes, requlation would be helpful— 18% (6)

4: Don't know/No opinion — 6% (2)

5: We do not see the necessity at this stage of reg
ulatory interventions, as we think the market will
naturally evolve and improve with time— 3% (1)

91% of respondents agreed that some sort of
regulatory intervention would be required
or at least helpful to address some of the
main challenges identified throughout this
report. The distribution of responses dis-
played in Fig. 16 highlights the widespread
view that any necessary regulation must
be accompanied by adequate efforts to im-
prove the market practices of multiple ac-
tors.
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Data sets required to comply with EU
regulation (e.g. environmental 77% (23) -
SFDR-PAIls, Taxonomy-alignment)

Climate-related screenings (e.g. to . .
assess companies involvement in the 60% (18) 10% (3)
extraction of fossil fuels)

p—— o 10400
Assessments of physical and
transition risks 43% (13) - 17% (5) -
Scores (evaluation of a company’ perfor-
mance against a specific set of criteria 33% (10) _ 14% (4) ')

obtained using pre-establihed statistical/
quantitative models.)

All climate-related data products meas-
uring companies’ performances (e.g.
GHG emissions, carbon intensity, etc.)

Forward-looking analytical tools (e.g. 43% (13)
Implied Temperature Rise metrics)

m Very useful ~m Somewhat useful m Not very useful Not at alluseful ~mDon't know / no opinion

*Ratings: evaluation of a company’s performance against a specific set of criteria composed of quantitative models and qualitative analysis; ratings may
incorporate analytical judgement or opinions and are usually accompanied by analyst reports explaining the outcome of their evaluation)

Fig. 17: Perceived usefulness of requlating different types of climate-related data, analytical tools & research products

of external providers.

Survey respondents highlighted they
would find it helpful if data sets required
to comply with EU regulation were regu-
lated; this pertains to data regarding en-
vironmental SFDR-PAIIs or EU-Taxonomy
alignment. During the qualitative inter-
views, many experts indicated that they
are currently interested in such external
data sets primarily for compliance rea-
sons. Once reported by companies, this
information is expected to be more rel-
evant and useful for their actual invest-
ment strategies and decisions. The dif-
fering implementation timelines of the
different pieces of the current EU sustain-
able finance regulatory framework and re-
lated obligations to companies and finan-
cial market participants have led to some
regulatory misalignments and mismatch-
es. Practitioners hope that these discrep-
ancies will be progressively fixed and the
necessary adjustments put in place.

More broadly, surveyed asset managers
and ownerswould alsoappreciatearegula-
tion of data providers offering climate-re-
lated screenings and performance meas-
urement products. Their main concerns
centre around the lack of transparency on
the methodologies of these products. Sur-
vey participants do appreciate the variety
of perspectives offered by different data
providers, but deeper insights into the un-

derlying methodologies would help them
to more efficiently identify those data sets
that best meet their needs. In relation to
this, one interviewee suggested introduc-
ing transparency obligations for research
providers towards evaluated companies,
enabling companies to access their own
scorings and results for different indica-
tors. According to this expert, this would
contribute to having more targeted con-
versations between companies and inves-
tors, but also allow companies to suggest
improvements to providers’ data or even
methods and to better understand how re-
search providers assess their climate-re-
lated risks and impacts.

At the same time, interviewed experts
also acknowledge that the added value
of using information from several exter-
nal data providers builds upon the varie-
ty and diversity of their modelling. In this
context, one-size-fits-all regulatory ap-
proaches would likely be counterproduc-
tive to maintaining this level of diversity
as well as the level of detail and specifici-
ty that currently characterises many data
products. Respondents further agree that
fixed common rules on methodologies
would likely hinder innovation and that
very stringent requirements could drive
up costs and thereby make sustainable
investment approaches less competitive.
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Introduce transparency requirements on the
methodologies

Harmonise the definitions used in the market

Introduce transparency requirements on the relative
proportion of estimates and publicly available data

Introduce transparency requirements on the sources
of data

Introduce transparency requirements on how data are
collected

Introduce a minimum level of standardisation in the
calculation of estimates

Introduce transparency requirements on the KPIs and
methodologies used by external providers to elaborate
forward-looking indicators

Speed-up the process for implementing initiatives aimed
at creating publicly available databases (e.g. the Europe-
an Single Access Data Point - ESAP)

Introduce transparency requirements on the potential
conflicts of interests between rating providers and
clients / rated firms

Regulate the modalities for conducting the methodo-
logical updates, and render the overall process more
transparent towards the market and the users

Introduce transparency requirements on the weights
associated to different indicators

Get external providers to explain the objectives of their
analysis (e.g. is the rating intended to evaluate the expo-
sure of the company to climate-related risks, or rather to
judge the impact of the company on climate issues?)

Other (please specify)

AE)

83% (25)

77% (23)

73% (22)

73% (22)

70% (21)

67% (20)

67% (20)

57% (17)

53% (16)

50% (15)

47% (14)

47% (14)

Fig. 18: Preferred regulatory measures to improve the reliability and quality of external providers’ data, ana-

lytical tools & research products focusing on climate.

Therefore, the most cited preferred regula-
tory measures to improve the reliability and
quality of external providers’ climate-re-
lated data, analytical tools and research
products, revolve around introducing
transparency requirements regarding
methodologies, research and data collection
processes,aswellasdatasources (cf. Fig.18).

All interviewees were very welcoming of
the Directives on Corporate Sustainabil-
ity Reporting (CSRD) and Corporate Sus-
tainable Due Diligence (CSDDD). Once
both regulations are fully implemented,
the availability and reliability of data are
expected to progressively improve. As
corporate reporting requirements will be
put in place, these will also accelerate
convergence towards common practic-
es. Survey participants believe that this
will also enable external data providers to
design better methodologies and provide

better ratings and data sets to investors. At
the same time, asset managers and owners
will themselves be able to carry out more
accurate analyses of investee companies.
Other much-awaited developments are the
increasing availability of data on Taxonomy
alignment and SFDR PAIls. Generally, indus-
try practitioners advocate for more regula-
tory harmonisation globally, as most of their
firms operate in more than one jurisdiction.

Asset managers and owners also acknowl-
edge the existence of areas or topics for
which their expertise and practices are still
immature (e.g. biodiversity). In such cases,
many believe that it would be better for the
markettofirsttestand provide solutionsthat
could then bebuiltupon by regulation. Atthe
same time, the financial industry seems to
be aware of the need to build internal skills
and capabilities to understand and inter-
pret corresponding information and data.
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4. Summary and policy recommendations

The present study examined asset manag-
ers’ and asset owners’ operating in Europe’s
current use of and requirements regarding
climate-related information for the purpose
of its integration and consideration in their
investment processes.

Based on a quantitative survey conducted
among asset managers and owners and
additional qualitative interviews with fi-
nancial industry professionals, most of
them working for asset management firms
in ESG- and sustainability-related roles, the
main findings can be summarised as fol-
lows:

Usage of climate-related information in in-
vestment processes:

+  While the use of climate-related in-
formation in investment processes is
now a matter of course, the breadth and
depth of its integration into investment
decisions and processes varies.

Most study participants look at cli-
mate-related information from a risk
and impact perspective.

Next to exclusion strategies, among the
most used approaches for integrating
climate-related information in invest-
ment processes are screenings — for
example, based on sector or business
involvements, levels of GHG emissions,
or climate-related risks or impacts.

+ Less prominent are forward-looking
metrics such as climate targets and
transition plans.

The main climate-related information
sources used by asset managers and
owners are corporate reporting and
data sourced from external service pro-
viders.

+ Study participants either integrate this
information into proprietary models or
use standard models provided by exter-
nal agencies.

Dialogues and engagements with in-
vestees serve as important addition-
al channels to source climate-related
information from companies but also
to pursue climate-related investment
objectives.

Requirements regarding climate-related
information in investment processes:

Study participants expressed a strong
need for decision-useful climate-re-
lated information and data that serves
toinform actual investment decisions.

Company-reported ‘raw data” (e.g. on
GHG emissions) is considered to be
particularly valuable but processed
data from external providers (e.g., cli-
mate-related ratings or scores) is also
appreciated.

In both cases, study participants con-
sider the transparency and under-
standability of underlying calculation
methods (plus research processes and
sources for data from external provid-
ers) to be of the utmost importance.

Study participants are particularly in-
terested in forward-looking informa-
tion and metrics to be able to identify
and manage climate-related risks and
opportunities in their portfolios. How-
ever, they currently struggle to find re-
liable forward-looking indicators.

A fundamental baseline requirement
for decision-useful climate-related
data points 1s that they are widely
available (e.g. high coverage also for
small- and mid-caps, across regions
and asset classes).

Asset managers and owners partici-
pating in the study expressed a gener-
al desire for at least some more stand-
ardised and comparable data points,
particularly forward-looking ones.
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These findings provide the basis for the
following concrete, high-level recommen-
dations. These recommendations are pri-
marily targeted at EU policymakers and
standard setters and address the question
of how asset managers’ and owners’ re-
quirements regarding climate-related data
and information can be better served, fo-
cusing on the two main sources of infor-
mation mentioned in this survey: compa-
ny-reported information and data provided
by external agencies.

Although climate change is likely one of
the most standardised ESG investment
topics, with some established metrics and
reporting standards already in place, inves-
tors still face various related information
challenges. It is therefore likely that many
of this study’s results — and by extension
recommendations — are transferable to
other ESG investment topics.

41. Recommendations regarding compa-
ny-reported climate-related information
and data

Continue to promote better availability,
quality, and comparability of climate-relat-
ed corporate information and data.

Climate-related information disclosed by
companies is considered to be particularly
useful to enable informed investment de-
cisions by investors. Improved climate-re-
lated corporate reporting would in turn also
enhance the quality of external providers’
products using this data. Related ongoing
regulatory initiatives such as the devel-
opment of climate-related European Sus-
tainability Reporting Standards (ESRS) in
the context of the Corporate Sustainability
Reporting Directive (CSRD) should be pur-
sued with full force. Harmonised report-
ing standards — including standardised
provisions for the calculation methods of
key data points (such as GHG emissions
according to the GHG Protocol) would sig-
nificantly improve the comparability of
climate-related information across compa-
nies and industries. In this context, policy-
makers should strive for the greatest possi-
ble interoperability between the ESRS and
the Climate-related Disclosures standards
developed by the International Sustainabil-
ity Standards Board (ISSB).

Aiming for ambitious disclosure standards
based on a double materiality approach
that covers climate targets and transition
plans as well as the corporate value.

Study participants have clearly expressed
the need for a wide range of decision-use-
ful data points to inform their investment
decisions both from a climate-related risk
and impact perspective. They are support-
ive of the double materiality approach pro-
posed in the ESRS, which includes both
ESG factors that could have a material im-
pact on companies’ financial performance
and their material impacts on sustainabili-
ty factors (people and/or the environment).
This perspective is considered important to
enable a holistic understanding of compa-
nies’ climate-related performance.

Study participants are looking for compre-
hensive climate-related information that
particularly also covers companies’ value
chains and future climate-related projec-
tions. Policymakers should therefore main-
tain the current level of ambition for the
ESRS. Corporate climate-related disclosure
obligations must cover the value chain —
including standardised reporting on scope
3 emissions. Furthermore, the disclosure of
forward-looking information, such as cli-
mate-related targets, risks, opportunities
and transition plans should be strength-
ened. This would allow investors to better
assess companies’ alignment with global
climate goals, their preparedness for the
transition to a low-carbon economy as well
as the potential impact of different climate
scenarios on their financial performance.
Reporting requirements regarding corpo-
rate climate targets and transition plans
could also incentivise companies to im-
prove their actual performance in these re-
gards and to, for example, set science-based
emission reduction targets aligned with the
Paris Agreement.
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4.2. Recommendations regarding cli-
mate-related information and data from
external providers

Improve external providers’ transparency
regarding methodologies, research pro-
cesses, and data sources.

Asset managers and asset owners who par-
ticipated in the study had a clear preference
regarding regulatory measures to improve
the reliability and quality of external data
providers’ climate-related information: the
introduction of transparency requirements
regarding their methodologies, research
processes and data sources. The forth-
coming legislative proposal on ESG rating
providers, expected to be presented by the
European Commission by end June 2023,
constitutes a great opportunity to address
this.

Support the development of accurate, sci-
ence-based climate-related indicators with
a focus on forward-looking metrics.

Study participants voiced strong concerns,
particularly regarding the scientific sound-
ness and reliability of some forward-look-
Ing climate-related metrics currently avail-
able from external data providers. In this
context, interviewed experts highlighted
the role of the scientific community in sup-
porting the development of more trustwor-
thy and accurate forward-looking metrics.
EU policymakers should proactively sup-
port the involvement of the scientific com-
munity and the development of accurate,
science-based climate-related indicators
with a focus on forward-looking metrics.
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