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Climate impacts: business and investment risks
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Starting with 'what will change'

Source: Schroders. The views and opinions contained herein are those of the Global Climate Change team and are subject to change.

What needs 
to change?

How will those 
changes be achieved? 

Impact on earnings 
and valuations?

Overall risk 
exposure?

Regulation E.g. Carbon prices 
to $100/t

Global cash flows 
15–20% lower

Most portfolios 
face 10–20% 
valuation risk 
under 2° scenario

Technology E.g. 6% p.a. growth in 
wind capacity

Positive growth options 
25–30% of market cap

Fossil fuels
E.g. 35% drop in fossil 
fuel production

Up to 70% impact on 
sector valuation

Physical risk
E.g. 3% p.a. increase in 
economic costs

Insurance costs up to 5% 
of current valuations



Carbon VaR integrates company CO2 emissions

3

Example: ABB

…including supply chain and pricing to estimate the impact on profits

Source: Schroders, all numbers in $m. Sales, costs, EBITDA values are averages over 2013–2016. Assumption: CO2 prices increase to $100t/tonne. Company shown for illustration only and does not reflect any 
recommendation to buy/sell any security.
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Global Greenhouse gas energy and non-energy emissions
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All segments will need to be addressed

Source: Climate Change 2014: Mitigation of Climate Change, IPCC Working Group III.

Agriculture, forestry 
and land use

Buildings

Transport
Electricity 

and heat production

Industry Other energy

Energy

Industry

Transport

Buildings

Agriculture Forestry and Land Use

Direct Emissions Indirect CO2 Emissions

1.4%

11%

0.3%

12%

0.87%



De-carbonization has had a successful start in power 
generation, but faces a steep cost curve
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Conservation carbon abatement cost curve, based on current technologies and associated costs
Carbon abatement cost (US$/tnCO2eq)

Source: Goldman Sachs Global Investment Research, February 2020
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Agriculture would use the world’s entire ‘carbon budget’ by 
2050 
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Note: Greenhouse gas emissions are given as global average values based on data across 38,700 commercially viable farms in 119 countries. Data source: Poore and Nemecek (2018). Reducing food’s 
environmental impacts through producers and consumers. Science. Images sourced from the Noun Project. OurWorldinDate.org – Research and data to make progress against the world’s largest problems. 
Licensed under CC-BY by the author Hannah Ritchie.

Land use change Farm Animal feed Processing Transport Retail Packaging

Aboveground changes in 
biomass from 

deforestation, and 
belowground changes in 

soil carbon

Methane emissions 
from cows, methane from 

rice, emissions from 
fertilisers, manure, and 

farm machinery

On-farm emissions from 
crop production and its 

processing into feed 
for livestocks

Emissions from energy 
use in the process of 

converting raw 
agricultural products into 

final food items

Emissions from energy 
use in the transport of 
food items in-country 

and internationally

Emissions from energy 
use in refrigeration and 
other retail processes

Emissions from the 
production of packaging 

materials, material 
transport and 

end-of-life disposal
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Beef (beef herd)
Lamb and Mutton

Cheese
Beef (dairy herd)

Chocolate
Coffee

Prawns (farmed)
Palm oil

Pig meat
Poultry meat

Olive oil
Fish (farmed)

Eggs
Rice

Fish (wild catch)
Milk

Cane sugar
Groundnuts

Wheat & Rye
Tomatoes

Maize (corn)
Cassava
Soymilk

Peas
Bananas

Root vegetables
Apples

Citrus fruit
Nuts

Transport emissions are very small 
for most food products

Methane production from cows, and land conversion for grasing and animal feed 
means beef from dedicated beef herds has a very high carbon footprint.

Dairy co-products means beet from 
diary herds has a lower carbon footprint 
than dedicated beef herds.

Pigs and poultry are non-ruminant livestock so do not produce methane.
They have significantly lower emissions than beef and lamb.

Flooded rice produces methane, which dominates on-farm emissions.
Farm emissions for wild fish refers to fuel used by fishing vessels.
Methane production from cows means dairy milk has significantly higher emissions than plant-based milks.

CO2 emissions from most plant-based products are as much as 10–15 times lower than 
most animal-based products.

Factors such as transport distance, retail, packaging, or specific farm methods are often 
small compared to importance of food type.

Nuts have a negative land use change figure 
because nut trees are currently replacing 
croplands; carbon is stored in the trees.

Greenhouse gas emissions per kilogram of food product (kg CO2 equivalents per kg product)



Enormous amount of land dedicated to cow pasture
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Changing land use is a key component of reducing emissions from agriculture 

Source: Bloomberg, 2018.



Opportunities in alternative protein
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Less than 1% of the global meat industry today

Source: Beyond Meat, April 2019 Barclays estimates, May 2019.

Plant-based burger vs. beef burger 

99% less water

93% less land

90% fewer GHG emissions

99% less energy

If plant-based protein took a similar 
market share to plant-based milk

= $140bn market in 10 years
…from less than $14bn today



The scale of the textile challenge 
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Carbon intensity of different fibers 

Wood-based cellulosic fibers can be part of the solution

Source:Textile Exchange (2014); LCA benchmarking study on textiles made of cotton, polyester, nylon, acryl, or elastane van der Velden et al, The International Journal of Life Cycle Assessment, (2014); Life cycle 
assessment of Indian silk, Astudillio et al, Journal of Cleaner Production, (2014); Life Cycle Assessment of man-made cellulose fibres Li Shen and Martin K. Patel (2010); LCA benchmarking study on textiles made 
of cotton, polyester, nylon, acryl, or elastane Shen et al, Resources, Conservation and Recycling (2010). https://www.commonobjective.co/article/how-to-choose-the-most-eco-friendly-fabric-for-your-garment.

Water resource intensity of different fibers 
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Stranded assets 
De-carbonizing involves curtailment of many long-lived assets

Industries or technologies in decline rarely happens smoothly
Source: Schroders, as at 30 September 2020. Please note that the chart does not represent a timeline. 

FuturePresent
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aluminium smelters

Commercial 
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Conclusion 
An era of disruptive change

Source: Schroders. The views and forecasts contained herein are those of the presenter and are subject to change. 

– One way or another, climate change is going to disrupt economies and have a huge impact on asset prices

– Navigating this ‘hurricane’ will require new investment tools and careful long term analysis

– There are big opportunities, and risks, for asset managers and asset owners

– Within equities it is already abundantly clear that those who have downplayed the impact of climate change are 
suffering a negative performance impact

11



Thank you



Important information
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The views and forecasts contained herein are those of the Global Climate Change team and are subject to change. The information and opinions contained in this document have been 
obtained from sources we consider to be reliable. No responsibility can be accepted for errors of facts obtained from third parties. Reliance should not be placed on the views and 
information in the document when taking individual investment and/or strategic decisions. Schroders has expressed its own views and opinions in this document and these may change.

The opinions stated in this presentation include some forecasted views. We believe that we are basing our expectations and beliefs on reasonable assumptions within the bounds of what 
we currently know. However, there is no guarantee that any forecasts or opinions will be realized.

This document is intended to be for informational purposes only and is not intended as promotional material in any respect. The material is not intended as an offer or solicitation for the 
purchase or sale of any financial instrument. The material is not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations.

All investments, domestic and foreign, involve risks including the risk of possible loss of principal. The market value of the portfolio may decline as a result of a number of factors, including 
adverse economic and market conditions, prospects of stocks in the portfolio, changing interest rates, and real or perceived adverse competitive industry conditions. Investing overseas 
involves special risks including among others, risks related to political or economic instability, foreign currency (such as exchange, valuation and fluctuation) risk, market entry or exit 
restrictions, illiquidity and taxation. These risks exist to a greater extent in emerging markets than in developed markets. Investments that focus on a single theme are more susceptible to 
the risks within those markets, and may exhibit price fluctuations which differ than that of a more diversified portfolio.

Schroder Investment Management North America Inc. (“SIMNA Inc.”) is registered as an investment adviser with the US Securities and Exchange Commission and as a Portfolio Manager 
with the securities regulatory authorities in Alberta, British Columbia, Manitoba, Nova Scotia, Ontario, Quebec and Saskatchewan. It provides asset management products and services to 
clients in the United States and Canada. Schroder Fund Advisors LLC (“SFA”) markets certain investment vehicles for which SIMNA Inc. is an investment adviser. SFA is a wholly-owned 
subsidiary of SIMNA Inc. and is registered as a limited purpose broker-dealer with the Financial Industry Regulatory Authority and as an Exempt Market Dealer with the securities regulatory 
authorities in Alberta, British Columbia, Manitoba, New Brunswick, Nova Scotia, Ontario, Quebec, Saskatchewan, Newfoundland and Labrador. This document does not purport to provide 
investment advice and the information contained in this material is for informational purposes and not to engage in a trading activities. It does not purport to describe the business or 
affairs of any issuer and is not being provided for delivery to or review by any prospective purchaser so as to assist the prospective purchaser to make an investment decision in respect of 
securities being sold in a distribution. SIMNA Inc. and SFA are indirect, wholly-owned subsidiaries of Schroders plc, a UK public company with shares listed on the London Stock Exchange. 
Further information about Schroders can be found at www.schroders.com/us or www.schroders.com/ca.

Schroder Investment Management North America Inc.
7 Bryant Park, New York, NY  10018-3706
(212) 641-3800
www.schroders.com/us



The scale of change required
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1GHG refers to Greenhouse gas. Source: IPCC, 2018; Schroders.
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The most common climate risk measures are too narrow
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Bubble size proportionate to market value captured

<20% of MSCI ACWI captured by typical climate risk measures

Source: Schroders using MSCI data. Sizes of bubble represent share of MSCI ACWI (by market cap) caught by common climate risk measurements: Any fossil fuel reserves: 10%, Carbon intensity >twice market 
level: 11%, Total climate change revenue exposure >20%: 4%, Not caught by any filter: 81%.

– Every company will be impacted by climate risk to 
some extent; ~15% of the value of the average 
company is at risk

– There will be huge opportunities as well as costs; $2tr 
of investment in climate solutions needed to meet 
Paris Accord commitments

– Typical climate exposure measures fail to identify 
many of the most exposed companies

– Many portfolios marketed as climate resilient face 
bigger risks than investors expect

– We have developed tools to measure the impacts of 
the major effects of climate change

No 
conventional 

climate 
exposure

Carbon footprint 
>2x market avg

Any fossil fuel 
reserves

Green revenues 
>20%
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Climate change continues to move up investment agendas
Improving economics, growing awareness, shareholder action

Source: Grantham Institute, Thomson Reuters, Google Trends, ProxyInsight, Schroders.

Technology overtaking policy as a driver
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Policy was historically 
a bigger driver of 
profitability...

...but has become less so 
as climate technology 

economics have improved
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