Responsible investment research

Mirova response to the TCFD Consultation
Mirova is a subsidiary of Natixis Asset Management (BPCE Group), fully dedicated to responsible investment,
with $7 billion of assets under management. Mirova appreciates the opportunity to comment on the Task Force
on Climate-related Financial Disclosure (TCFD) report consultation relative to recommendations on climaterelated financial risk disclosures.
1) Support for the TCFD’s approach


Mirova supports the TCFD’s approach and shares its observations:
o One of the essential functions of a financial market is to price risks and opportunities to support
informed and efficient capital-allocation decisions. Without the right information, a misallocation of
capital is likely to occur;
o One of the most significant risks that issuers face today is climate change-related risks;
o Investors need reliable, comparable and meaningful data on climate risks and opportunities in order to
better make decisions.
o Climate-related information should be released by corporates at a worldwide level.
 Mirova also supports the objectives and scope set by the TCFD, i.e:
o To help identify the information needed by investors, lenders and insurance underwriters to
appropriately assess and price climate-related risks and opportunities;
o Ultimately, to facilitate authorities' assessment of the materiality of any risks posed by climate change
to the financial sector.
2) General observations


The more complex the information requested, the more difficult to analyze and aggregate
o The level of complexity of some of the requested information often seems high, especially for sectorspecific recommendations. Moreover, it is unlikely to envisage that this information will be gathered,
aggregated and used by financial regulators in the short and medium run.
o The information requested in addition to the published information is consequently too large and may
discourage companies from producing the information requested, particularly in jurisdictions where
the requirements for climate information production are still low or non-existent.



The French regulation is overall already consistent with most recommendations of the TCFD. For Mirova,
the main challenge for the TCFD will be the implementation of climate-related disclosure, at the
international level across countries and industries.



Assessing physical and transition risks according to different standards:
o A distinction should be drawn between physical and transition risks. These two risks are provided the
same level of importance in the TCFD’s recommendations, whereas they are in fact of a distinct nature
As such, they should not be evaluated by the same actors.


Physical risks
- For corporates, these risks are tangible and linked to the location and climate-resilience of
their physical assets. They can be assessed under the 2°, 4° and 6° IPCC (Intergovernmental
Panel on Climate Change) scenarios but only thecompany/ the issuer, or a third party with
access to very issuer-specific information - will be able to assess the physical risks of an
issuer.
- For the financial sector, they correspond to the financial translation of a potential
aggravation of the effects of climate change.
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Transition risks
- For corporates transition risks are more prospective and correspond to an estimate of the
financial cost / viability of the business model of the company according to the potential
climate scenario. They should not be evaluated by the company itself. To borrow an example
from the world financial ratings; companies are not asked to rate their own solvency viability,
but hire external third parties, so as to ensure that the information is reliable. Issuers should
not be “judge and jury”.
- For the financial sector, exposure to transition risks does not differ in nature from the
classical risk of financing non-viable assets in a rapidly changing economy. This corresponds
more or less to the share of carbon-intensive assets (or highly carbon dependent assets) in
the portfolios of banks and asset managers.



Direct publication by issuers of financial impacts based on heterogeneous methodologies could also
mask the actual levels of risk lying behind uncertain financial information.



Scenario analyzes may be too complex to implement and not prove necessary
o The practice of scenario analysis is a positive starting-point for favoring a better anticipation of climate
change risks by companies;
o However, directly requesting companies to publish scenario analysis on such complex issues, without
reference scenarios and with different time horizons, may lead to the publication of even more
heterogeneous, complex, unreadable or comparable information for investors, which would run
contrary to the objectives of the TCFD.
o Scenario analysis may not prove necessary to analyze the level of risk exposure of a company.



Beyond information issues
o Information is key for investors and regulators; however harmonizing climate-related disclosure will be
a lengthy process. In addition, even if climate disclosure guidelines were well implemented at the
international level, market information will never be perfect. The objective of harmonizing company
publications – i.e. the aggregation of climate-related information provided by companies – is highly
desirable, but is not something we see as feasible to be completed in the short and medium run. The
role of intermediaries to analyze information provided by issuers is thus an important aspect, not
sufficiently taken into account by the TCFD report.
o A satisfactory amount of information will not suffice to protect the global financial system from
climate-related risks: there are no reasons to believe that the market will be able to integrate this
information in an efficient way. Preventing systemic risks also means an adequate capital allocation to
ensure the implementation of the energy transition and the prevention of physical risks. This will
require regulatory or fiscal incentives. Although no cost assessment of transition risks is available, the
1
cost of non-financing the energy transition could be at least of 5% of the world GDP with potential
destabilizing consequences that may prove much more important than transition risks for the world
financial system, climate scientists estimate that the true costs of climate change could far exceed the
figures of the Stern Review.
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Stern, Nicolas. Stern Review on the Economics of Climate Change. Rep. London: UK Government, 2006. Print.
The figures presented in the initial report were commented as being under-estimated in January 2013 by
Nicholas Stern (https://www.theguardian.com/environment/2013/jan/27/nicholas-stern-climate-change-davos)
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3) General recommendations
Mirova’s everyday business as an asset manager fully dedicated to invest into sustainability has enabled our
research team to draw on its experience to formulate additional observations that we hope will be of interest
for the TCFD:


For a successful implementation, climate-related disclosure should be both meaningful and limited in
quantity in order to be useful:
o There is an elevated risk of producing regulations that require high levels of climate disclosure that will
be both costly to produce, yet ineffective in supporting sustainable investment decision-making.
Excessive complexity in disclosure obligations could hamper the success of the TCFD’s
recommendations if companies are unable to disclose comparable and understandable information at
a reasonable cost and/or if investors are not able to actually use this information as a basis for
decisions and capital allocation;
o The progressive integration of this information into financial reports to ensure control over production
and disclosure is commendable, but may prove difficult and could be implemented progressively and
prioritizing the most carbon-intensive sectors.



Information disclosure and analysis should be distributed among different actors in the framework of an
ecosystem; an important role should be given to intermediaries between companies and investors:
o The role of the intermediaries to guarantee the quality and usefulness of data is key and should be
strengthened. Information analysis should not rely on issuers; it is necessary to implement a proper
information chain.
o We believe the TCFD should promote the role of third-parties to ensure:
 Data reliability and issuer verification by auditors;
 Data analysis and risk assessment by financial or non-financial rating agencies or
consultants;
 The financial translation of climate-related risks and data comparability.



Analysis of scenarios by companies should be limited to physical risks and to the current situation of the
company’s business :
o We recommend that companies restrict themselves to the analysis of physical risk scenarios based on
the 3 IPCC scenarios identified by the TCFD: 2° C, 4° C and 6° C.
o In order to limit the number of variable, those scenario should be analyzed in the light of the current
situation of the company and not on the basis of short-, medium- and long-term projections of the
company’s strategic and financial planning.
o The results of these analysis should be published in the metrics and targets section of the report.



Assigning the analysis of transition risks to third-party intermediaries:
o We recommend that the transition risk scenarios associated with the IEA’s scenarios (1.5 °C, 2° C, and
3.6° C) be analyzed by external third parties as part of issuer ratings and evaluations.



Disclosure for the financial sector:
o Guidelines should focus more on the systemic risk posed by not participating in the financing of the
energy transition. Article 173 VI of the French “law on the financing of the energy and ecological
transition” requires that the financial sector explain how it contributes to the financing and
implementation of national and international climate objectives. (see in appendix our comments on
disclosure guidelines for the financial sector)
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Non-financial sector-specific guidelines
o We do not consider it necessary to issue specific recommendations for these sectors. If the magnitude
of the numbers and the stakes are much higher for these sectors, the nature of the information does
not differ.
o Guidelines should only insist on requesting the publication of information related to scope 3 emissions
and avoided emissions for GHG-intensive sectors and provide appropriate methodological support for
these two indicators.
o The Materials and buildings sectors are aggregated within the framework of the recommendations of
the TCFD while they do not cover the same operational realities. We recommend that these two
sectors be treated separately.

4) Mirova’s comments and recommendations on the general TCFD disclosure recommendations:
We agree with the overall structure of the report, however the strategy section should be simplified, and the
metrics and targets section should be both reinforced and simplified.


Governance:
o We believe that section captures all the essential elements with regards to how an organization’s
board addresses climate-related risks and opportunities.
o Furthermore, we commend the TCFD’s addition of a disclosure on climate-related performance
remuneration schemes.



Strategy:
o We recommend that the organization of this section be implemented in a simpler fashion. This will
make it more approachable for the readers and easier to use by investors. We also recommend
connecting this section with the metrics and targets section.


Description of risks and opportunities:
We recommend using the risks of each entity as a starting point, and to distinguish between:




The risks and opportunities related to the business / offer (product or service) of the
company
 Green vs. carbon products and services
 Green vs. carbon research & development
Risks and opportunities related to the production process
 The supply chain and/or value chain
 Operations
 Adaptation and mitigation activities

In our opinion, it is unnecessary and too complex to ask issuers to project these risks in the short, medium and
long term, but simply to estimate the issuer’s risk mapping.


Risk management:
o We believe this section captures the main information needed to be disclosed with regards to how an
organization integrates climate-related risks into its risk management process. It would be interesting
to have information on how the company also identifies and manages climate-related opportunities.


o

Metrics and targets:
Mirova agrees that investors need to be able to understand how issuers measure and monitor their
climate-related risks and opportunities. We believe that this section should be both simplified and
strengthened and focus only on the following information.
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Level 1: For reporting purposes, we believe the TCFD should recommend the provision of the level
of firm green/fossil exposure, and of its targets;
 Revenue
 EBITDA (in the case of utilities)
 Investments
 R&D
 Level 2: Current emissions and targets
 We believe that scope 1, 2 and 3 are always relevant to include in any climate-related
disclosure, even if they happen to be low. Scope 3 should therefore always be included;
 Another addition should involve the emissions avoided, especially in the case of CO2 intensive
industries;
 Level 3: Physical risks scenarios
 The impact of the risks of each scenario (2° C, 4° C and 6° C), adjusted for the current
parameters of the company, should be taken into account,
 This should include relevant figures on:
 Input costs
 Operating costs
 Revenues
 Supply chain
 Business interruption
Lastly, all published figures should be accompanied by comments, and all published indicators should be the
subject of methodological explanations, if necessary in a separate document.
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APPENDIX

For the banking, insurance and asset owner businesses, we have summarized what we find to be both relevant
and not relevant in the TCFD’s recommendations:
Banking sector:
The information that we consider useful:
o

Strategy: The concentration of credit exposure to carbon-related assets. In addition, banks should
present how they wish to refocus their activity on low-carbon assets, and help reduce the physical risks
associated with climate change by financing the energy transition;

o

Metrics and targets: Amount and percentage of carbon -relative assets relative to total assets as well
as the amount of lending and other financing connected with climate-related opportunities.

The information that we consider to be too complex to gather:
o
o

Risk management: Characterizing climate-related risks as traditional banking industry risks (credit risks,
market risk, liquidity risk, operational risk
Metrics and targets: Assess the impact of physical and transition climate-related risks in the short,
medium and long term, broken down by industry, geography, credit quality and average tenor.

Insurance sector:
The information that we consider useful:

o

Strategy: Potential impacts of climate-related risks and opportunities on their [strategies], (...) core
businesses, products and services (...); How it influences client and broker selection, and whether
specific climate-related products or competencies are under development (...).

o

Metrics and targets: Insurance companies should provide aggregate risk exposure to weather-related
disasters of their property business by relevant jurisdictions.

The information that we consider to be too complex to gather:

o

Strategy: impact of different scenarios] Description of the climate-related scenarios (...) [on their
underwriting activities].

o

Risk management: Insurance companies should describe the processes for identifying and assessing
climate-related
risks
on
re
/
insurance
portfolios
by
geography

o

Risk management: Insurance companies should describe key tools or instruments used to manage
climate-related risks in relation to product development and pricing (...)
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Asset owners:
The information that we consider useful:

o

o

o

o

o

Strategy: Description of impacts of risks and opportunities] Asset owners should describe how climaterelated risks and opportunities are factored into relevant investment strategies. This could be
described from the perspective of the total fund or investment strategy or individual investment
strategies for various asset classes.
Risk management: Asset owners should describe, where appropriate, engagement activity with
investee companies to encourage better disclosure and practices related to climate-related risks to
improve data availability and asset owners’ ability to assess climate-related risks.
Risk management: Asset owners should describe how they consider the positioning of their total
portfolio with respect to the transition to a lower-carbon economy […]. This could include explaining
how asset owners actively manage their portfolios’ positioning in relation to this transition.
Metrics and targets (a): Asset owners should describe metrics used to assess climate-related risks and
opportunities in each fund or investment strategy. (…) Where appropriate, asset owners should
provide metrics considered in investment decisions and monitoring.
Metrics and targets (b): scopes 1, 2 & 3: Asset owners should provide GHG emissions, where data are
available, associated with each fund or investment strategy normalized for every million of the
reporting currency invested.

The information that we consider to be too complex to gather:
o

Strategy (c): description of scenarios on the organization] Asset owners that perform scenario analysis
should provide the following: a discussion of how climate-related scenarios are used, such as to inform
investments in specific assets, and description of climate-related scenarios used and associated time
frames.

Asset managers:
The information that we consider useful:

o

Strategy: Asset managers should describe how climate-related risks and opportunities are factored
into relevant products or investment strategies. Asset managers should also describe how each
product or investment strategy might be affected by the transition to a low-carbon economy.

o

Risk management: Asset managers should describe, where appropriate, engagement activity with
investee companies to encourage better disclosure and practices related to climate-related risks (…).

o

Risk management: Asset managers should also describe how they identify and assess material climaterelated risks for each product or investment strategy. This might include a description of the resources
and tools used in the process.

o

Risk management: Asset managers should describe how they manage material climate-related risks for
each product or investment strategy.

o

Targets and metrics: Asset managers should describe metrics used to assess climate-related risks and
opportunities in each product or investment strategy. Where relevant, asset managers should also
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describe how these metrics have changed over time. Where appropriate, asset managers should
provide metrics considered in investment decisions and monitoring.
o

Targets and metrics scope 1, 2 and if appropriate scope 3: Asset managers should provide GHG
emissions, where data are available, associated with each product or investment strategy normalized
for every million of the reporting currency invested.
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DISCLAIMER
This information purpose only document is a non-contractual document intended only for professional/not-professional clients in accordance with
MIFID. Investments in the strategy are mainly subject to capital loss risk. The figures provided relate to previous years and Past performance is no
indicator of future performance.
This presentation (the “Presentation”) is being circulated as an information-only document and does not constitute an offer, a proposal, or a solicitation
to investors to invest in the funds described in this document and managed by Mirova nor does it form the basis of, or constitute, any contract. These
products and services do not take into account any particular investment objectives, financial situation nor specific need. Mirova will not be held liable
for any financial loss or decision taken or not taken on the basis of the information disclosed in this document, nor for any use that a third party might
make of this information. This Presentation in no way constitutes an advice service, in particular an investment advice. In any case, you are responsible
for reading regulatory documents of the fund and collecting any legal, accounting, financial, or tax consultancy service you may consider necessary, in
order to assess the adequacy of your constraints to investment and its merits and risks.
This document is a non-contractual document and serves for information purpose only. This document is strictly confidential and it may not be used for
any purpose other than that for which it was conceived and may not be copied, distributed or communicated to third parties, in part or in whole,
without the prior written consent of Mirova. This Presentation may not be used in some juridictions where such offers or promotions have not been
authorized by the competent authorities. Each investor must ensure he complies with these requirements and prohibitions.
No information contained in this document may be interpreted as being contractual in any way. Information contained in this Presentation is based on
present circumstances, intentions and beliefs and may require subsequent modifications. No responsibility or liability is accepted by Mirova towards
any person for errors, misstatements or omissions in this Presentation or, concerning any other such information or materials, for the adequacy,
accuracy, completeness or reasonableness of such information. While the information contained in this Presentation is believed to be accurate, Mirova
expressly disclaims any and all liability for any representations, expressed or implied, with respect to this Presentation or any other written or oral
communication to any interested party in the course of the preparation of information concerning the Fund. Prices, margins and fees are deemed to be
indicative only and are subject to changes at any time depending on, inter alia, market conditions. Mirova reserves the right to modify any information
contained in this document at any time without notice. More generally, Mirova, its parents, its subsidiaries, its reference shareholders, the funds
MIROVA manages and its directors, its officers and partners, its employees, its representative, its agents or its relevant boards will not be held liable on
the basis of the information disclosed in this document, nor for any use that a third party might make of this information. This document consists of a
presentation created and prepared by Mirova based on sources it considers to be reliable. However, Mirova does not guarantee the accuracy, adequacy
or completeness of information obtained from external sources included in this document.
Under Mirova’s social responsibility policy, and in accordance with the treaties signed by the French government, the funds directly managed by Mirova
do
not
invest
in
any
company
that
manufactures
sells
or
stocks
anti-personnel
mines
and
cluster
bombs.
Additional notes: Where required by local regulation, this material is provided only by written request. • In the EU (ex UK) Distributed by NGAM S.A., a
Luxembourg management company authorized by the CSSF, or one of its branch offices. NGAM S.A., 2, rue Jean Monnet, L-2180 Luxembourg, Grand
Duchy of Luxembourg. • In the UK Provided and approved for use by NGAM UK Limited, which is authorized and regulated by the Financial Conduct
Authority. • In Switzerland Provided by NGAM, Switzerland Sàrl. • In and from the DIFC Distributed in and from the DIFC financial district to
Professional Clients only by NGAM Middle East, a branch of NGAM UK Limited, which is regulated by the DFSA. Office 603 – Level 6, Currency House
Tower 2, P.O. Box 118257, DIFC, Dubai, United Arab Emirates. • In Singapore Provided by NGAM Singapore (name registration no. 5310272FD), a
division of Absolute Asia Asset Management Limited, to Institutional Investors and Accredited Investors for information only. Absolute Asia Asset
Management Limited is authorized by the Monetary Authority of Singapore (Company registration No.199801044D) and holds a Capital Markets
Services License to provide investment management services in Singapore. Registered office: 10 Collyer Quay, #14-07/08 Ocean Financial Centre.
Singapore 049315. R.O.C., license number 2012 FSC SICE No. 039, Tel. +886 2 2784 5777. • In Japan Provided by Natixis Asset Management Japan Co.,
Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business: The Company conducts discretionary asset
management business and investment advisory and agency business as a Financial Instruments Business Operator. Registered address: 2-2-3
Uchisaiwaicho, Chiyoda-ku, Tokyo.
The above referenced entities are business development units of Natixis Global Asset Management, the holding company of a diverse line-up of
specialised investment management and distribution entities worldwide. Although Natixis Global Asset Management believes the information provided
in this material to be reliable, it does not guarantee the accuracy, adequacy or completeness of such information.
Mirova is a subsidiary of Natixis Asset Management- Limited liability company - Share capital € 7 461 327, 50 - Regulated by AMF under n°GP 02014RCS Paris n°394 648 216-Registered Office: 21 quai d’Austerlitz - 75 013 Paris
NATIXIS ASSET MANAGEMENT- Limited Company - Share Capital: €50 434 604,76 -Regulated by AMF: GP 90-009- RCS Paris n°329 450 738
Registered Office: 21 quai d’Austerlitz - 75634 Paris
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