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Investor group representing €21 trillion calls on all pension
funds to address financial risks of climate change
Changes in financial regulations mean consideration of climate change is now a regulatory
requirement in the UK and France, with EU policy in development
Policy makers and regulators across Europe are increasingly acting to ensure pension funds
take account of financially-material considerations posed by climate change1. Despite the
significant changes to regulation already in place or on the horizon, the majority of pension
funds have been shown to be unprepared2. The Institutional Investors Group on Climate
Change (IIGCC) has, in response, produced a comprehensive guide to support pension fund
trustees and board members in meeting what is now recognised as a key aspect of fiduciary
duty3.
The guide – Addressing Climate Risks and Opportunities in the Investment Process – will be
launched at an event today, held at the Tate Modern in partnership with HSBC. The event is
also part of Green GB Week, celebrating the tenth anniversary of the UK’s ground-breaking
Climate Change Act.
In clarifying what is expected of pension funds on climate change, the UK along with the
French government has taken a global lead on the issue. In September, the UK Government
updated regulation, meaning that pension fund trustees are now duty bound to report on
how climate change could impact their investments, and how it is taken into account in the
way investments are made and managed.
The guide provides a clear framework to help senior decision makers ensure their
organisations are not only meeting regulatory requirements, but also well placed to take
advantage of the benefits from investing in low carbon opportunities.
“It simply makes financial sense for pension funds to integrate climate change
considerations into the investment process, decision making and dialogue with companies
in with they invest,” explains Stephanie Pfeifer, CEO, IIGCC. “Pension funds need to consider
how extreme weather events and policy changes to reduce emissions will impact their
investment portfolio and their ability to pay out pensions. They should also look for the
investment opportunities arising from the energy transition and the shift to a cleaner
economy.”
When asked as part of an Environmental Audit Committee enquiry in May 2018, 12 out of
25 of the UK’s largest pension funds explained they had no plans to report on how they are
taking climate change into account4. The IIGCC is writing to the funds in question to remind
them of their duty to do so.

"We want to show asset owners the practical ways to put climate on the agenda and take
action. It is a financial concern for investors and, through the guide they now have the tools
to address the issue," adds Meryam Omi, Head of Sustainability and Responsible Investment
Strategy, Legal and General Investment Management.
“We’ve reached the point at which both the science and the policy requires more urgent
action from trustees to understand how climate change will impact their scheme’s assets
and liabilities,” adds Jennifer Anderson, Investment Manager at TPT Retirement Solutions.
“That is not a straightforward exercise but acting on climate change is about the investment
opportunities it brings as much as it is about understanding the risks and broader regulatory
requirements.”
With central bank governors such as Mark Carney highlighting the risk to financial stability
posed by climate change5, awareness of its significance as a financial issue has grown
considerably over recent years. The actions of pension funds are now coming under
increasing scrutiny as a result. Lawyers from Client Earth have already written and put 14 UK
pension schemes “on notice” of legal action6. In an ongoing legal case in Australia, a
plaintive is in turn taking his pension company to court for failure to demonstrate how they
are addressing the issue7.
The FSB’s Task Force on Climate-related Financial Disclosures, led by Mark Carney and
Michael Bloomberg, has produced a framework and guidance to support the delivery of
consistent climate-related financial risk disclosure. As the emerging industry standard, the
IIGCC guide is structured around implementation of this framework.
The IIGCC guide has been produced with the support of TPT, Legal and General Investment
Management and the Finance Dialogue8.
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Notes to editor:
Url to link to a copy of the guide is: http://www.iigcc.org/publications/publication/addressingclimate-risks-and-opportunities-in-the-investment-process
1. The UK Government issued new guidance on the responsibility of pension fund trustees on 11th
September the, while in 2016 France strengthened mandatory carbon disclosure requirements
for listed companies and introduced carbon reporting for institutional investors. There are
ongoing negotiations in the EU following a legislative proposal from the European Commission in
May (part of a package of measures on sustainable finance), that seeks to clarify and further
articulate how investors set out their duties on issues including climate related exposures.

2. A survey of investors conducted by Mercer in June 2018, demonstrates that only 17% of
European pensions schemes are considering the financial impact of climate change. This
nonetheless is still a three-fold increase on results of the previous year. A House of Commons
Environmental Audit Committee enquiry investigation published in April 2018, showed that 20 of
the 25 of largest UK pension funds were either considering (8) or had no plans (12) to implement
TCFD reporting.
3. This is a term capturing the legal obligation of one party (in this instance pension fund trustees),
to act in the best interest of another, (namely the individuals who hold pensions with the fund in
question).
4. See here for a full list of the relevant pension funds.
5. See here for ‘A Transition in Thinking and Action Remarks’ speech given by Mark Carney,
Governor of the Bank of England.
6. See here for ‘Top UK pension funds put on notice over climate risk’ press release.
7. See here for ‘Super fund alleged to have breached duties over climate change risk’, Sydney
Morning Herald.
8. TPT is one of the leading workplace pension funds in the UK with managing in excess of £10
billion of assets with over 300,000 members. LGIM is the investment management arm of Legal
& General Group, a FTSE 100 company. It is one of Europe’s largest asset managers and a major
global investor, with assets under management of £984 bn. Finance Dialogue was launched in
the wake of the successful Paris agreement and seeks to catalyse a substantial redirection of
capital into the low carbon economy.
About the IIGCC:
The Institutional Investors Group on Climate Change (IIGCC), is the European forum for investor
collaboration on climate action and the voice of investors taking action for a prosperous, low carbon,
future. It has over 160 investor members across 11 countries with over €21 trillion assets under
management.
IIGCC’s mission is to mobilise capital for the low carbon future by amplifying the investor voice and
collaborating with business, policy makers and investors to encourage public policies, investment
practices and corporate behaviours that will address the long-term risks and opportunities
associated with climate change. Members consider it a fiduciary duty to ensure stranded asset risk
or other losses from climate change are minimised and that opportunities presented by the
transition to a low carbon economy – such as renewable energy, new technologies and energy
efficiency – are maximised.
Follow @iigccnews or further information please visit www.iigcc.org including a full list of current
members.

