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INTRODUCTION

When it comes to climate risk, is there any difference between debt and equity
investors? Is it defensible to consider debt providers to be less exposed, culpable,
ultimately less responsible, for the climate risks of a company compared to their
equity counterparts, simply because they are not the underlying owners?
The answers to these questions are both
straightforward and complex. Debt and equity
financing have different investment characteristics,
including capital structure ranking, tenor, return
expectations, as well as rights and responsibilities,
and these differences result in different risk
profiles. However, no matter whether an
investor is investing in debt or equity, it remains
the case that they are providing capital to a
company or an asset to help facilitate its
operations. To argue different culpability for
climate risk based on the type of capital provided
by an investor feels esoteric – the planet warms
either way.
This article looks at what climate risk is and how
it is measured. We consider how investors are
currently reporting and disclosing their climate
risks and whether there is a difference in
disclosure for debt and equity investments.
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We also consult the Task Force on Climaterelated Financial Disclosures (TCFD) and explore
how this framework treats these different asset
classes. Next, we wonder whether debt and
equity investors face different levels of
reputational risk when it comes to climate
change. And finally, we take a look at green debt
markets, where debt and climate risk are
interacting in a dynamic, developing environment.
Climate risk measurement and disclosure is
moving fast, and there is no doubt it will become
mandatory in time (as we see happening now in
New Zealand.)1 Investors would be well advised
to take the time now to understand what climate
risks are, how they can be measured and what is
required under voluntary disclosure frameworks.

https://www.mfe.govt.nz/climate-change/climate-change-and-government/mandatory-climate-related-financial-disclosures
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CLIMATE RISK

Climate risk is investment risk
Climate risk is investment risk and must inform
investment decisions including portfolio
construction, manager selection and asset
investment and divestment for the simple reason
that it can change the value of investments.
Climate risk is considered part of the fiduciary
duty of superannuation Trustees2 and there is a
growing number of examples of the legal risks for
fiduciaries, in Australia3 and around the world.4
Globally, financial regulators are increasingly
considering climate risks as relevant to their
supervisory mandate – climate change is a cause
of financial and price instability, likely to generate
physical risks relating to climate damages as well
as transition risks.

The Central Banks and Supervisors Network for
Greening the Financial System (NGFS)
‘encourages all companies issuing public debt or
equity as well as financial sector institutions to
disclose in line with the TCFD recommendations’.5
Last month, New Zealand became the first
country in the world to mandate climate risk
reporting, with new legislation being announced
and likely to come into force in 2023.6 Under
this legislation, publicly listed companies, banks,
asset managers and insurers over a certain size7
will be required to report on governance, risk
management and risk mitigation strategies relating
to climate risk annually using a framework based
on that devised by the TCFD.

https://cpd.org.au/2019/03/directors-duties-2019/
High profile Australian examples include:
(1) Mark McVeigh taking legal action against REST (https://www.abc.net.au/news/2018-07-25/super-fund-rest-sued-for-notdoing-enough-on-climate-change/10029744 - );
(2) Katta O’Donnell alleging the Australian Government has failed in its duty to disclose the impacts of climate change on
the value of government bonds (https://www.abc.net.au/news/2020-07-22/student-sues-australian-government-overclimate-change/12480612); and
(3) A class action filed by a group of 8 young people to stop the Australian Government approving an extension to
Whitehaven’s Vickery coal mine due to its impact on climate change(https://www.abc.net.au/news/2020-09-09/classaction-against-environment-minister-coal-mine-approval/12640596).
4
1,587 cases of climate litigation have been identified as being brought between 1986 and the end of May 2020.
https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2020/07/Global-trends-in-climate-change-litigation_2020-snapshot.pdf
5
https://www.fsb-tcfd.org/publications/tcfd-2019-status-report/
6
https://www.mfe.govt.nz/climate-change/climate-change-and-government/mandatory-climate-related-financial-disclosures
7
Institutions covered by the new legislation are: banks and institutional investors with more than NZD$1 billion in assets, insurers
with either NZD$1 billion in assets or annual premium income of more than ZND$250 million and all equity and debt issuers
listed on the NZX.
2
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Types of climate risk
The TCFD – the task force established by the
Financial Stability Board (FSB) in response to a
request from G20 Finance Ministers and Central
Bank Governors to review ‘how the financial
sector can take account of climate related issues’8 –
is emerging as the consensus climate risk
disclosure framework. More than 1,440
organisations around the world with a combined
market capitalisation of US$12.6 trillion9 publicly
support the TCFD.

The TCFD define climate-related risks as shown
below in Figure 1. Transition risks include legal &
policy, technology, market and reputation risks,
and are expected to occur as the world moves
to a low carbon economy. Physical risks focus
on how a changing climate – increased severity of
extreme weather events and sustained higher
temperatures – may damage assets and disrupt
supply chains.

Figure 1: TCFD Climate-Related Risks

Source: TCFD, Whitehelm Advisers.

8
9

https://www.fsb.org/2015/11/disclosure-task-force-on-climate-related-risks-2/
https://www.fsb-tcfd.org/tcfd-supporters/
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How is climate risk measured?
Measuring environmental, social and governance
(ESG) risks – of which climate risk is one – is
often not straightforward and can be subjective.
There is a burgeoning global industry of ESG data
providers that seek to quantify ESG risks, with
some firms offering comprehensive ESG
assessment while others specialise in a particular
environmental, social or governance area.
ESG scoring – where companies are assessed
against a set of ESG metrics with the results then
combined to produce a summary score – is a
widely used approach to measure a company’s
ESG credentials and as a comparison metric.
However, there is no doubt that ESG data has
come a long way in recent years and we expect
this to continue as the ESG data industry
continues to consolidate and consensus gathers
around voluntary reporting standards such as
TCFD.

What does TCFD say?
The TCFD framework recommends that
companies10 disclose Scope 1, Scope 2 and if
appropriate Scope 3 emissions and the related
risks, but importantly, the framework does not
make a distinction between emissions for equity
and debt emissions. In our view, the TCFD is
asset class agnostic, and recommends the
weighted average carbon intensity (WACI)
because it can be applied across all asset classes
and avoids calculating ownership of emissions.11

The framework further recommends that ‘asset
owners should provide the weighted average carbon
intensity, where date are available or can be
reasonably estimated, for each fund or investment
strategy’12 and goes on to acknowledge the
challenges and limitations of current carbon
metrics, including recognition that ‘some asset
owners may be able to report weighted average
carbon intensity for only a portion of their
investments given data availability and
methodological issues.’13

The investment risks of debt and equity
are undoubtedly different
Debt sits above equity in a company’s capital
structure, and this fact means that debt holders
are offered greater protection from the financial
costs of climate risk. In addition, debt often has a
maturity date that is considerably shorter than
the life of the company and/or asset and this
further mitigates climate risks, in particular
stranded asset risk. Finally, equity investors are
the ultimate owner of the carbon emissions of
investments. This means investors who track
their own carbon footprint must include these
emissions in that calculation and this may result in
that investor acting to reduce the carbon
intensity of the investment in order to reduce
that of their own portfolio. Debt investors, who
do not technically own the carbon emissions,
may have less incentive to do this.

TCFD defines companies as entities with ‘public debt or equity as well as asset managers and asset owners, including public- and
private-sector pension plans, endowments, and foundations.
https://www.fsb-tcfd.org/wp-content/uploads/2019/06/2019-TCFD-Status-Report-FINAL-053119.pdf
11
https://www.fsb-tcfd.org/wp-content/uploads/2017/12/FINAL-TCFD-Annex-Amended-121517.pdf
12
https://www.tcfdhub.org/metrics-and-targets/
13
Ibid
10
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CURRENT DISCLOSURE
PRACTICES

A review of Australian banks and superannuation
funds that already voluntarily report under the
TCFD framework highlight the lack of uniformity
of debt and equity providers, as illustrated in

Figure 2. Banks tended to report some part of
so-called ‘financed’ emissions, while most of the
funds stuck to emissions related to listed equity.

Figure 2: Comparison of Australian Banks and Superannuation Fund Carbon Emissions Disclosure

Carbon intensity of
listed equity holdings
Intensity of
financed
emissions

Carbon intensity of
equity and fixed
interest holdings.

Greenhouse gas emissions
from power generation
assets in project finance
portfolio.
Target for emissions
reduction for listed
equities portfolio.

Intensity of
financed
emissions in
business lending
portfolio

Group operational
emissions, intensity of
financed emissions from
electricity generation
sector, investment portfolio
carbon intensity for
equities (excludes cash,
derivatives, fixed interest,
listed property and
emerging market
securities).

Current and potential
portfolio emissions for
all asset classes,
including equities,
fixed interest,
infrastructure,
property, agriculture
and timber.

Weighted carbon
emissions for listed
equities
(Australian, global
and emerging
markets).

Carbon footprint
for listed equities
portfolio.

Source: Australian banks and superannuation funds, Whitehelm Advisers
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Turning to global funds now, we looked at the
carbon emissions disclosure practices of the top
10 global pension funds by total assets14 and
include a summary of our findings in Table 1.

We found that for the funds that do calculate
their carbon footprint, all bar one include both
equities and fixed interest investments.

Table 1: Global Pension Funds and Carbon Emissions Disclosure
COMPANY

COUNTRY

LISTED EQUITY

FIXED INTEREST

Japan

✓

✓

Government Pension Fund

Norway

✓

✓

Federal Retirement Thrift

US

Government Pension Investment15

National Pension

South Korea

ABP

Netherlands

✓

US

✓

✓

✓

✓16

✓

✓17

California Public Employees
National Society Security
Canada Pension
Central Provident Fund
PFZW

China
Canada
Singapore
Netherlands

Source: Fund websites, Whitehelm Advisers

As identified by The Thinking Ahead Institute: https://www.willistowerswatson.com/en-AU/News/2019/09/top-20-pensionfunds-aum-declines-for-first-time-in-seven-years
15
We note that the Government Pension Fund advised that it began calculating its carbon footprint based on just its listed equity
portfolio and added corporate bonds in subsequent years, presumably as more data became available.
https://www.nbim.no/en/publications/submissions-to-ministry/2019/government-pension-fund-global--account-of-work-on-climaterisk/
16
Excludes government bonds
17
Difficult to confirm but it appears that the fund is ‘agnostic’ between asset classes and calculated fund level carbon footprint
14
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We have also considered global banks and
whether they tend to report ‘financed emissions’,
as we found with the major Australian banks.
However, when we looked through the
disclosures of a sample of global banks,18 we did
not observe this same approach to reporting.
Instead a key area of difference in the reporting
for global banks (including those from Australia)

with respect to climate change, is on lending
policies to thermal coal projects. There are
currently 53 ‘globally significant’ banks19 that have
placed restrictions on lending to thermal coal
projects (both coal mining and coal-fired power
plants), as counted by the Institute of Energy
Economics and Financial Analysis (IEEFA)20 and
shown in Figure 3 below.

Figure 3: Global Banks with Restrictions on Thermal Coal Funding

Source: Institute for Energy Economics, Whitehelm Advisers

We consider this specific action by global banks
on thermal coal financing to be a positive
environmental development, but also note it is a
very specific issue, and does not necessarily mean
that these institutions do not lend to other
controversial projects relating to climate change
(for instance, tar sands oils, arctic oil and gas and

fracking). In fact, the Banking on Climate Change
2020 report21 identifies 35 global banks that
provide financing ‘for over 2,100 companies active
across the fossil fuel life cycle’22 and of these 35
banks, 21 also have restrictions in place for
thermal coal funding.

We started with the top 100 global banks based on total assets and then took the biggest banks by country to ensure
geographic diversity, and ended up researching the following banks: ICBC, Mitsubishi UUFJ, HSBC Holdings, JP Morgan, BNP
Paribas, Banco Santander, Deutsche Bank, Royal Bank of Canada, Intesa Sanpaolo and ING Groep.
19
As counted by the Institute for Energy Economics and Financial Analysis. Note this figure only includes private banks and not
central banks, development finance institutions, multilateral development banks or insurers/reinsurers. Including these institutions
would increase the number to 116 as at the 3 September 2020.
https://ieefa.org/finance-exiting-coal/
18

Published by Rainforest Action Network, Banktrack, Indigenous Environmental Network, Oilchange International, Reclaim
Finance and Sierra Club
https://www.ran.org/wp-content/uploads/2020/03/Banking_on_Climate_Change__2020_vF.pdf
22
Ibid
21
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GREEN DEBT

Green Bonds
Green bonds are a type of bond used to finance
environmental projects, defined by the Green
Bond Principles (GBP)23 to include activities such
as ‘climate change mitigation and adaption, natural

Renewable
energy

Energy
efficiency

Sustainable water &
wastewater
management

resource conservation, biodiversity conservation and
pollution prevention and control.’24 The GBP goes
on to specify examples of eligible projects that
include:

Pollution
Sustainable resource
prevention & management & land
control
use

Clean
transportation

Climate change
adaption

Terrestrial & aquatic
biodiversity conservation

Eco-efficient products,
technologies and processes

The Green Bond Principles were formulated by the International Capital Market Association (ICMA) and are voluntary process
guidelines for issuing green bonds.
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Green-Bonds-Principles-June-2018-270520.pdf
24
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Green-Bonds-Principles-June-2018-270520.pdf
23
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Figure 4: Global Green Bond Issuance by Use of Proceeds 2016-2020
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Source: Climate Bonds Initiative, Whitehelm Advisers

The green bond market has flourished over the
past several years as shown in Figure 4, with
global issuance of US$258 billion in 2019.25
What constitutes a green bond has dogged this
market since inception, and even while definitions
and frameworks have firmed over time, there
remains a lack of a single industry accepted
benchmark. The European Union is seeking to
rectify this through the introduction of its
‘taxonomy for sustainable activities26’, aiming to be
just that – ‘a green gold standard’27 - and stamping
out the practice of greenwashing (giving the

impression that a company is doing more to
protect the environment than it really is.)28 In a
nutshell, the taxonomy sets performance
thresholds for a set of economic activities, as set
out below in Figure 5. The taxonomy regulation
entered into force on 12 July 2020,29 with the
new disclosure requirements applying from 2022
for mitigation and adaptation activities, and 2023
for the remaining four objectives.

https://www.climatebonds.net/
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-activities_en
27
https://www.ft.com/content/66b3a50a-0432-11ea-a984-fbbacad9e7dd
28
https://dictionary.cambridge.org/dictionary/english/greenwashing
29
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainableactivities_en#:~:text=On%2018%20December%202019%2C%20the,agreement%20on%20the%20Taxonomy%20Regulation.&tex
t=On%2022%20June%202020%2C%20the,force%20on%2012%20July%202020.
25
26
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Figure 5: EU Taxonomy - Six Environmental Objectives

Climate change
mitigation

Climate change
adaptation

Sustainable and
protection of water and
marine resources

Transition to a circular
economy

Pollution prevention and
control

Protection and
restoration of biodiversity
and ecosystems

Source: European Commission

Sustainability-linked loans (SLL’s) are a different
type of sustainable debt. While green bonds
focus on the end use of the capital raised, SLL’s
have ESG-related covenants attached whereby
the borrower can qualify for a margin reduction
if they meet predefined sustainability metrics.

Figure 6 sets out the details of three high profile
SLL’s recently completed, in a market that is
growing quickly with loan volumes estimated to
have been US$122 billion in 2019.30

Figure 6: Sustainability-Linked Loans – Three Recent Examples of Deals and ESG Covenants

Dec 2108
Adelaide Airport
A$50 million (7 year)
Sustainability performance
component based on
Sustainalytics ESG Risk
Ratings.

June 2019

Dec 2019

Sydney Airport

Telefónica
Deutschland

A$1.4 billion (3, 4 & 5 year)
Targets focussed on corporate
governance, human capital,
business ethics, emissions, effluents
and waste, and health and safety,
assessed annually by
Sustainanalytics.

€750 million (7 year)
Interest margin linked to
ESG criteria including
environmental and
climate protection,
social commitment and
corporate
management using
Sustainalytics rating.

https://about.bnef.com/blog/sustainable-debt-sees-record-issuance-at-465bn-in-2019-up-78-from2018/#:~:text=Sustainable%20debt%20covers%20a%20variety,from%20%24182%20billion%20in%202018.
30
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REPUTATIONAL
RISK

At face value, it makes sense to think that equity
holders carry a higher reputational risk than
those who provide alternative forms of capital to
finance businesses – some consider that being a
debt provider will keep you off the front page.
But does this actually hold in practice? We
consider three recent ESG-related corporate
scandals and examine the reputational impacts on
both types of capital providers – debt and equity.

Historically, companies have focussed on
delivering outcomes for shareholders.
Stakeholder capitalism seeks to broaden the
focus of companies to deliver for shareholders
but also for customers, employees, suppliers and
communities and a key tenet of the rise in
stakeholder capitalism is environmental
responsibility.

We chose these particular case-studies as they
highlight that neither equity investors nor debt
providers are immune to reputational risks. And
such reputational damage does not solely come
from media coverage - stakeholder activism is
emerging as a driving force for change in
companies, on climate, ESG and other issues.

11
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Case Study 1: Rio Tinto and the Juukan Gorge rockshelters

One of the 2020’s biggest corporate scandals has
undoubtedly been Rio Tinto’s destruction of the
46,000 year old Juukan Gorge rock shelters in the
Pilbara region of Western Australia. The
company blasted the caves in May this year,
despite their cultural significance to the Puutu
Kunti Kurrama and Pinikura people (PKKP), the
traditional owners of the site. While Rio Tinto
had secured appropriate legal approvals, the
actions of Rio Tinto made global headlines and
ultimately took the scalps of three senior
executives, including chief executive JeanSebastian Jacques, who are all stepping down by
‘mutual agreement.’31
Interestingly, neither debt nor equity providers
have borne any heat for this incident, but rather
it was the significant shareholders that have
driven accountability from company
management. Large equity investors, Australian
Super32, Unisuper33, Hesta34 and the Future
Fund35 all engaged at the highest levels of Rio
Tinto to ensure accountability greater than that
coming from the company in the weeks and
months after the blast.

In addition, of the 126 submissions received by
the Senate inquiry into the destruction of the
caves36, none were from debt providers.
However Australian Council of Superannuation
Investors (ACSI) did make a submission on behalf
of its members, ‘who include 39 Australian and
international asset owners and institutional
investors’37 and who on average own ‘11 per cent
of every ASX200 company on behalf of millions of
beneficiaries.’38 In addition, equity owner HESTA
made a separate submission.39
There is no doubt that Rio Tinto has taken a
significant reputational hit because of this incident
but the departure of senior management should
slow rate of further reputational damage in the
short term. What we take from this case study
is the power of equity investors to engage –
individually and collectively - on the things that
matter to them and create change in extreme
circumstances. There may have been similar
actions by debt providers but we could find no
public evidence of it to date.

https://www.riotinto.com/news/releases/2020/Rio-Tinto-Executive-Committee-changes
https://search.australiansuper.com/s/redirect?collection=australiansupersearch&url=https%3A%2F%2Fwww.australiansuper.com%2F-%2Fmedia%2Faustralian-super%2Ffiles%2Fabout-us%2Fmediareleases%2Frio-statement-september-2020.pdf&auth=EppIbb8JQOC9odQhjIsT9Q&profile=_default&rank=1&query=rio+tinto
33
https://www.unisuper.com.au/about-us/news/2020/06/19/our-response-to-rio-tinto-destruction-of-cultural-site
34
https://www.hesta.com.au/content/dam/hesta/Documents/HESTA_statement_on%20Rio_Tinto_agreements.pdf
35
https://www.afr.com/companies/mining/future-fund-sees-no-future-for-rio-blast-bosses-20200910-p55u6q
36
https://www.aph.gov.au/Parliamentary_Business/Committees/Joint/Northern_Australia/CavesatJuukanGorge
37
https://www.aph.gov.au/DocumentStore.ashx?id=d53db82e-4e48-49ff-b904-b6ac4779e383&subId=690707
38
ibid
39
https://www.aph.gov.au/DocumentStore.ashx?id=88a44722-a3c6-4ae2-a595-f8023fa3b6af&subId=690500
31
32
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Case Study 2: Dakota Oil pipeline

In July this year a US court ruled the Dakota
Access oil pipeline (DAPL) must be closed on the
basis that a key environmental approval
document had not been provided. The pipeline
has been the subject of intense protests during its
construction in 2016 and since from both native
American and environmental groups, and of
numerous legal challenges including this latest
decision to halt oil flows. The key point of
contention is the implication of any oil spill on the
surrounding water used by the Standing Rock
Sioux Tribe. While the Obama administration
delayed the project to undertake additional
environmental assessment, President Trump gave
it the go ahead just days after he took office.
In February 2017, a group of more than 120
investors including Calpers, wrote to the banks
providing finance to the DAPL asking them to
engage with owners on getting the pipeline
rerouted. The letter says ‘banks with financial
ties to the Dakota Access Pipeline may be
implicated in these controversies and may face
long-term brand and reputational damage…as
major shareholders of these banks, we are very
concerned about the financial risks this poses to
the investments we oversee and to those whom
we serve as fiduciaries.’40

Subsequently, some debt providers did move
away from financing the DAPL,41 including ING
(which sold its loan42 in May 2017), ABN Amro,
DNB, Intesa Sanpaolo and RBS. However, the
banks that stayed remained firmly in the sights of
those who opposed the project. In fact, research
was done to show that banks that financed the
DAPL experienced significant decreases in
deposit growth, especially in branches located
closest to the pipeline.43 More broadly this same
research showed lower deposit growth for a
global set of banks involved in environmental
scandals more broadly.44
What we found interesting about this case study
was not only that banks who were involved were
shown to suffer reputational damage, but also
the suggestion that grassroots organisations can
bolster action that could potentially shift a bank’s
balance sheet through the action of concerned
consumers. The Financial Times commented that
‘the Dakota Access Pipeline raises an additional
prospect, in which certain depositors mediate
their political grievances through deposit
withdrawal. This is not a ‘panic’, but a
coordinated attempt to reconfigure the asset-side
of the balance sheet (specifically, assets that fund
the pipeline)’.45

https://www.calpers.ca.gov/docs/investor-statement-to-banks-financing-dakota-access-pipeline.pdf
https://www.banktrack.org/article/three_banks_step_away_from_dakota_access_pipeline_backers_v
42
https://www.ing.com/Sustainability/ING-and-the-Dakota-Access-pipeline-1.htm
43
https://mikaelhomanen.com/
44
https://ftalphaville.ft.com/2018/07/20/1532080980000/An-environmental-run-on-the-bank/
45
ibid
40
41
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Case Study 3:

Adani and the Carmichael coal mine

Adani Mining is constructing the Carmichael coal
mine in the Galilee Basin in Queensland, Australia,
one of the largest untapped coal reserves in the
world. Adani has made headlines in Australia and
around the world over the past several years as it
became a flashpoint for the climate versus jobs
and investment debate and makes a fascinating
case study on debt and climate risk. Adani’s ESG
risks are many and extend beyond just climate
risk. Opponents to the mine highlight its carbon
intensity, high water use, proximity to the Great
Barrier Reef and the risks to ancestral lands,
water and culture of indigenous people46.
The Carmichael coal mine was first announced in
2010 as a A$16.5 billion project but this has since
been scaled down to A$2.5 billion. A key driver
of this reduction has been the inability of the
mine to secure external funding from banks, and
Adani is now self-funding the mine development.
At least 34 banks47 - Australian and international
– have distanced themselves from the Carmichael
mine, including Chinese and Korean banks (who,
as we noted earlier, have generally been slower
to restrict thermal coal financing). There have
been media reports that Adani may ultimately
look to Indian banks for financing.48
In March this year, an Adani Australian registered
subsidiary - Adani Abbot Point Terminal (AAPT)
- was downgraded to junk status by both S&P
and Fitch due to liquidity risks. In April, Adani

injected more than A$100 million into AAPT so
it could meet its repayment obligations on
existing debt facilities, and in July AAPT drew
down shareholder loans of A$170 million to fund
its upcoming November 2020 debt maturity. At
this time, S&P took AAPT off negative outlook
and confirmed its BB+ credit rating, while noting
‘timely and proactive refinancing for future debt
maturities would be a key factor in the stability of
AAPT rating.’49 While these refinancing events
were made more difficult by Covid-19 related
market volatility, there is little doubt that the
controversy associated with the Carmichael mine
makes it less bankable (even while we note this
entity is not directly involved with the mine).
The Adani brand has been contaminated by the
controversy. AAPT is reportedly changing its
name to North Queensland Export Terminal in
what seems to be a move to distance itself from
the Adani name50. In recent months, two Korean
backers – Samsung Securities and Hanwha
Securities, who between them provided $A120
million in debt – became the latest to announce
they will no longer provide financial backing to
Adani (the terminal as well as the coal mine) with
Hanwha stating it will ‘not be providing any further
financing for the terminal or any of Adani’s coal
projects, in line with its commitment to promote
value creation through environmentally friendly
means to create a brighter and healthier future for
our planet.’51

https://www.stopadani.com/wrecks_our_climate
https://www.marketforces.org.au/info/key-issues/galilee-basin/whos-out-of-galilee-coal-export-projects/
48
https://www.ft.com/content/32f753d6-8d97-11e9-a1c1-51bf8f989972
49
https://www.standardandpoors.com/en_AU/web/guest/article/-/view/type/HTML/id/2477580
50
https://www.theguardian.com/environment/2020/aug/28/adani-quietly-rebranding-abbot-point-terminal-as-company-hit-with107m-damages-bill
51
https://www.theguardian.com/business/2020/aug/03/adani-second-major-korean-brokerage-withdraws-financial-backing-forminers-coal-projects
46
47

14

CONCLUSION

Climate risk disclosure continues to evolve,
despite the momentum behind frameworks like
that recommended by the TCFD. Our own
experience of identifying and reporting climate
risks has been that experience matters – the
longer you do it, the better at it you become.
Further, we consider that different metrics
matter for different businesses. And finally,
climate risk disclosure should be considered an
iterative process. Entities are tending to disclose
what they can based on the data available with
the intention of broadening the scope and
refining accuracy over time. In other words,
entities should not let perfection be the enemy of
progress on this front, in our view.
On debt versus equity, our key conclusion is that
climate risk disclosure should be asset class
agnostic.
Saying that, there is no doubt that data availability
and quality is will be different for different types
of investments, asset classes, markets and
jurisdictions. Today, undertaking a climate risk
assessment for a listed equities portfolio is
relatively straightforward: armed with portfolio
holdings, an investor can produce a raft of
climate metrics ranging from carbon intensity to
company level ESG scoring. However, our

experience has been that it is trickier to assess
climate risk for, say, a sovereign debt portfolio
where the engagement opportunity is difficult.
Similarly, for smaller unlisted companies, data
availability can be more limited and debt
providers may have less access once a transaction
is done. These obstacles may become
surmountable over time.
On the question of reputational risk, we do not
consider any capital provider is immune to the
damage of climate risk. Investments that enable
environmentally unsustainable practices expose
their investors to reputational risk, whether by
adverse media coverage or via any number of
stakeholder channels.
Asset allocation now, in 2020, is key in the global
fight to save the planet. We don’t mean the
decision to invest in debt or equity, but rather to
invest sustainability across asset classes, in
companies and assets that understand their
climate risks and are positioning themselves
towards the transition to a low carbon economy.
Any investment – debt or equity – should be
assessed for its climate risks to protect against
future investment losses but also to ensure that
bigger, more important existential losses do not
come to pass.
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