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ABOUT THIS SURVEY

Risk.net’s Buy-side Risk Management Survey was conducted
in August 2021. The firms polled included asset managers,
hedge funds, insurance companies and other institutional
investors. The survey received 124 responses. More than
half of respondents were risk managers and more than
two-thirds worked at large firms, with at least $100 billion
in assets under management. Not all respondents answered
every question.
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Climate risk practices

1. Rank the following sources of risk in order of importance,

where 1=lowest and 5=highest

Investment/
portfolio risk

1%

Counterparty risk ~ MEK
Liquidity risk 14%
Climate risk 30%

Operational risk 30%

«———Lower

Ll @2

2. Does your firm have a corporate-level strategy
for managing climate change-related risks?

No: 36.29%

Yes: 63.71%

Higher ——
@4 e5

3. If so, who is responsible for implementing
and executing this strategy?

21.52%\

/21.52%

/ N\ o
1.27% 7 31.65%

7.59%

@ Board of directors () C-level executives @) Portfolio managers
() Risk managers @ Dedicated climate risk managers

. Corporate and social responsibility officers



Climate risk practices

4. Do your firm's investment policies 5. Has your firm assessed the potential impact of
incorporate climate risk? physical climate risks on its investment portfolios?

No: 35.483/0 No: 38.71%

Yes: 61.29%
Jes: 64.52%

6. Has your firm assessed the impact of climate 7. Has your firm changed any of its investment
transition risks on its investment pOfthIlOS? Strategies in response to climate change?

No: 40.50%

No: 47.50%
| Yes:52.50%

| Yes: 59.50%

8. Is your firm a signatory or member of
the following organisations?

The Taskforce on
Climate-related Financial
Disclosures (TCFD)

Climate Action 100+

Net-Zero Asset
Owner Alliance

Net-Zero Asset
Managers Initiative

Science-Based
Targets Initiative

Other




Climate risk measurement

1. What is your firm's preferred metric for expressing 2. Does your firm calculate the Scope 3 carbon
the Scope 3 carbon emissions of its investments? emissions of its investments?

7.46%

31.34%

No: 45.16%

—_Yes: 54.84%

53.74% —

@ Total carbon emissions generated by a portfolio

() C02e/$1 million owned revenue @) CO2e/$1 million invested () Other

3. For what percentage of AUM has your firm 4. Does your firm calculate a carbon intensity
calculated the Scope 3 carbon emissions of its number for the Scope 3 carbon emissions of
investments? its investments (expressed in tonnes of

C02¢e/$1 million invested)?
0-20%
20-40%
40-60%

60-80%

No: 50.00% __Yes: 50.00%

80-100%

5. What is the carbon intensity number that your firm has
calculated for the Scope 3 carbon emissions of its investments?

0-50
50-100 58.06%

16.13%

100-150

150 plus

20 30 40 50 60 70



Climate risk measurement

6. Does your firm calculate a temperature rating
(a single number measured in degrees Celsius
that shows how much global warming the
portfolio will cause) for its portfolios?

No: 48.39%
| Yes: 51.61%

8. What is the average temperature rating of your
firm's portfolios?

0-1°C
1-2°C 35.59°Jn
2-3°C 35.59%
3-4°C 11.86%
Greater
than 4°C

0 40 45

7. On what percentage of AUM has your firm
calculated a temperature rating?

0-25% 29.69%
25-50%
50-75%

75-100%

9. Which of the following methodologies does
your company use to calculate the temperature
rating of its portfolio?

Arabesque

Baringa Partners

Iceberg

Lombard Odier

MSCl's Warming Potential

PACTA 14.04%

Science-Based

0
Targets Initiative 22.81%

Standard & Poor’s Trucost 19.30%

Transition Pathway
Initiative
Proprietary
methodology

Other

25 30 35 40 45 50



Climate risk mitigation

1. Has your firm set targets to reduce the carbon 2. What percentage of your firm’s total AUM are
intensity of its investment portfolios? covered by this targeted reduction in portfolio
carbon intensity?

0-25%
No: 37.25% 25-50%

50-75%

75-100%

~—Yes: 62.75%

3. When wasl/is the baseline start date for your 4. What has been the percentage reduction in
firm's pathway to reduce its carbon intensity? your firm's portfolio carbon intensity since the
baseline start date?

21.28%
\ 23.40% 0-1%

2-3%
3-4%

4% or more

19.15% _\

@ 018 © 2019 @ 2020 @ 2021 or later

5. What reduction in portfolio carbon intensity
(tonnes of CO2e/$1 million invested) is your
company targeting in 2021 in percentage terms?

0-1%
2-3% 55.88%
3-4%

4% or more

60



Climate risk mitigation

6. What percentage reduction in investment portfolio
carbon intensity is your firm targeting in 2025?

0-5% 19.57%
5-10%
10-15%
15-20%

20% or more

8. What assets, if any, has your firm decided to
exclude from its portfolios because of climate risk?

Fossil fuels — all
Fossil fuels — coal 36.59%
Fossil fuels — oil sands

Fossil fuels — Arctic drilling

Sovereign debt of
high-polluting countries

Companies that do not
disclose climate risks

Companies with no strategy
for reducing emissions

Other

7. What percentage reduction in investment portfolio
carbon intensity is your firm targeting in 2030?

0-10%
10-20%
20-30%

30-40%

9. Has your firm introduced an early warning
system to alert it to issuers that have
significantly higher than average carbon
intensity for their industry/sector?

No:35.42%

~—VYes: 64.58%



Climate risk stress-testing

1. Does your firm run climate stress tests on 2. Which of the following climate change scenarios
its portfolios? do you test your investments against?

64.71% @ Businessas usual

with emissions
resulting in 3.75°C
of warming

67.65%
70.59%

Joined-up policy
and investment
actions leading to
warming of well
below 2°C

No: 46.28%

L Yes: 53.72%

@ Nosubstantial
co-ordinated policy
and investment
actions until 2030
followed by rapid
changes to limit
warming

3. How do you expect your investment 4. How do you expect your investment portfolios
portfolios to fare in the ‘business as usual’ scenario?  to fare in the ‘joined-up policy and investment
actions’ scenario?
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5. How do you expect your investment portfolios
to fare in the ‘no substantial co-ordinated
policy’ scenario?

% of respondents
~
o

0
-4% 3% 2% -1% 0% 1% 2% 3% 4%

«——— Returns decline Returns improve ——



Demographics

1. What type of firm do you work for?

22.22% N /22.22%

16.67% ~

~38.89%

@ Asset manager () Hedge fund

@ Insurance company, pension fund or endowment () Other

3. Where are you located?

19.44% \

_4167%

38.89%

@ Americas () Europe, Middle East and Africa @) Asia-Pacific and Australia

5. How many full-time employees does
your firm have?

More than 5,000: 23.53% Under 1,000: 32.35%

1,000 to 5,000: 44.12%\

@ More than 5,000 @ Under 1,000 () 1,000 to 5,000

2. What is your job function?

5.56%

2.78%
/1 9.44%

1M11%

S ss550

(" Risk management @ Trading
. Sustainability/corporate and social responsibility . Other

@ Portfolio/investment management

() Operations

4. What is the AUM of your firm?

11.76% \

%
11.76%

ar06%’

@ Less than $100 billion () $100 billion to $499 billion
@ $500 billion to $999 billion € $1 trillion or more

6. How many risk managers does your firm have?

17.65% \

29.41%
/

14.71% —
/38.24%

@ Under10 ¢ 10t050 @ 50t0100 ) 100 or more





