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Overview

• Current use by different types of analysts
• Selected examples of research
• Types of carbon data used
• The challenge ahead
• What different actors can do
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Different types of analysts

• Specialist SRI research
• Independent investment research
• Brokerage research
• Buy-side research

> Specialist SRI researchers have led the way
> Increasingly brokers are stepping in
> Buy-side in need to catch up
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Increase in carbon research by brokers
(by sector, source: Enhanced Analytics Initiative)
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Number of reports by region
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Selected research examples –
WestLB, Garz et al., „Carbonomics“, 
July 2003

Input data
• GDP and GHG emission 

scenarios (stabilisation at 
550 or 450 ppm)

• Company ratings (carbon 
exposure, management 
quality)
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Selected research examples –
DrKW, Rowland et al., « Emission 
trading Carbon Derby part II», Oct. 2003

Input data
• Carbon factors of 

generation portfolio 
• Flexibility to switch to 

cleaner mix
• Stringency of country 

policies and likelihood of 
“pass-through”
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Selected research examples –
UBS, Schneider, “Cement industry and 
sustainable development”, June 2004

Input data
• Likely long-term reduction 

of GHG emission factors 
needed to achieve Kyoto 
goal

• Emission factors of 
different cement 
technologies, BAT

• Expected emission 
allowances
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Selected research examples –
Goldman Sachs, Ling at al., “Sustainable investing 
in the energy sector”, Feb. 2004 / Aug. 2005

Input data
• CO2 emissions, current 

and projected
• Carbon management 

quality
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Selected research examples –
CMCIC, Quemer et al., “On the road again”, 
Auto Industry, Oct. 2005

Input data
• CO2 emissions, current 

and projected
• CO2 emission factors of 

different auto 
technologies

• Carbon management 
quality
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Types of carbon data used

• GHG emissions (companies, sectors, countries)
• GHG emission scenarios
• Contextual information for emissions (emission factors of 

different technologies, BAT, sector averages, national 
quotas/allowances etc.)

• Quality of carbon exposure management (companies, sectors)
• ETS: current and expected price developments
• Regulatory policies: current state and expected future 

development
• Macroeconomic data (external costs, GDP impacts of carbon 

policies etc.)
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Where we stand, where we need to 
get to
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The challenge of more sophisticated
financial analysis of carbon and 
climate change trends

• Impact on risk levels and credit ratings
• „advanced“ risk: liability, litigation, reputation
• Better understanding of technology and 

infrastructure trends, impact on capital expenditure
• Do not forget climate change! 

(property loss, risk of business interruption)
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What different actors can do

Companies to better report forward-looking information
• Expected development of carbon exposure (own emissions, 

allowances/changing regulatory framework)
• Strategies to manage exposure (internal/external)
• Residual exposure and what it means for company-wide 

earnings and risks levels

Governments to better communicate regulatory “pathways”
• Long-term commitment to market-based mechanisms
• Long-term expected sector-level allocations
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What different actors can do

Research providers to expand scope of analysis:
• Expand sector scope and time-horizon
• Also include indirect, knock-on effects
• Focus more on risk measures, credit ratings! 
• Explore macro-impacts on whole economy

…and investors to require that the research is used in 
asset management
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And the CDP?

• Continue to play key role in improving company 
disclosure of primary data, not additional 
interpretation

• Provide industry- and sector-level benchmarking 
information 

• Continue to improve comparability of data, 
especially within sectors


