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OUTLINE

• 2° Investing Initiative: Introduction to our organization
• Context: international push for climate-related financial (risk) disclosures
• Science Based Targets initiative for Financial Institutions



ABOUT 2° INVESTING INITIATIVE

GLOBAL THINK TANK FOR SUSTAINABLE FINANCE
• Climate-related metrics, data and tools development and policy research 
• Paris, London, Berlin, New York
• Non-for profit, no commercial activities, multi-stakeholder board 

• Collaboration on scenario analysis with: Insurance Dept. California, BoE, DnB, ESRB
• Member of the EC High Level Expert Group on Sustainable Finance (drafted ESAs, MIFID) 
• Co-chair ISO 14097 (climate-related metrics for the finance sector) with UNFCCC Secretariat
• In charge of methodological developments for SBTi-FI
• Funders (grants): EC, Germany, Switzerland, France, foundations, several financial institutions 

Hugues CHENET
• Co-Founder & Non-Executive Director of 2°ii



CONTEXT

INTERNATIONAL PUSH FOR CLIMATE-RELATED FINANCIAL (RISK) 
DISCLOSURES, SCENARIO ANALYSIS AND TARGET SETTING

• French Energy Transition Act, Article 173 (2015)
• Paris Agreement Article 2.1-c (2015)
• Taskforce on Climate-related Financial Disclosures [FSB/TCFD] (2017)
• European Union Sustainable Finance Action Plan (2018) 
• California Senate Bill No.964 “Public Employees’ Retirement Fund and Teachers’ Retirement 

Fund: investments: climate-related financial risk”(2018) 
• United Kingdom Parliament Environmental Audit Committee (2018)
• Bank of England / Prudential Regulation Authority draft supervisory statement (2018)



A CALL FOR CLIMATE SCENARIO ANALYSIS
Introducing mandatory disclosure related to Paris Agreement target

SB-964 (2018)

“By January 1, 2020, and every three years thereafter, the board shall 

publicly report on its analysis of the climate-related financial risk of its public 

market portfolio, including the alignment of the fund with the Paris climate 

agreement and California climate policy goals and the exposure of the fund to 

long-term risks. (…) The board shall include in the reports pursuant to 

subdivision (c) the methods and results of the board’s engagement related to 

climate-related financial risk with publicly traded companies that are the most 

carbon intense, such as utilities, oil, and gas producers, within the fund.”

DISCLOSURE DIRECTIVE (2018)

“Financial market participants shall include descriptions of the following in 

pre-contractual disclosures: (…) the extent to which sustainability risks are 

expected to have a relevant impact on the returns of the financial products  

(…) how the remuneration policies of financial market participants are 

consistent with the integration of sustainability risks and are in line, where 

relevant, with the sustainable investment target of the financial product.”

ARTICLE 173 (2015)

“The exposure to climate-

related risks, including the GHG 

emissions associated with 

assets owned, and contribution 

to the international goal of 

limiting global warming and to 

the achievement of the 

objectives of the energy and 

ecological transition. That 

contribution will be assessed in 

particular with regards to 

indicative targets defined 

according to the nature of their 

activities and investments”



Science-Based Targets initiative – Financial Institutions

Cf. Webinar 

SBT-i FI 

20 Sept. 2018



Science-based targets: definition
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Investors do care about climate actions
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From climate-friendliness metrics to targets
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Target setting is the next challenge for FIs 
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Why is it different for financial institutions?
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Purposes
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Financial institutions partnering
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SBTi for Financial Institutions



SBTi for Financial Institutions
Framework Development Process and Timeline

Guidance and method 
development

Complete road-testing of draft 
methods with 20~30 FIs

Release 2nd draft of 
methods and 1st draft of 
implementation guidance 
for public comment 

Launch target setting 
methods and guidance 
and validate 1st SBTs 
in the finance sector

Fall 2018 Jan 2019 Mar 2019 May 2019 Aug 2019 Nov 2019 Jan 2020

Complete 1st draft 
of target setting 
methods and 
distribute for 
public comment

Publish a summary of 
feedback from public 
comment process and road 
testing

Complete final edits to 
the methods and 
guidance based on 
feedback from public 
comments process



Advisory groups
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SBT-i FI 
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Various practices (among leaders)
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Asset classes to include
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Which financial institutions?
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Approach proposed per asset class
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Methods at asset class level

SEI Metrics is the 

methodology underlying 

the PACTA online tool

Cf. Webinar 
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2 main methodological approaches
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Alternative approaches welcome
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COMPANY INDICATORS

2°

4°

6°
Power

Oil & gas 

upstream
Coal 

mining

Auto

manufacturing

Cement Steel Aviation Shipping

Existing 

assets

Capacity additions /

production forecasts
Locked-in 

emissions

Stocks Bonds Funds

80-90% of CO2 emissions associated with an index; 75% of 

CO2 emissions in the economy

10-20% of asset value of indices/funds

CAPEX

plans

IEA

BNEF

Greenpeace

SBTi

Scenarios Sectors

Metrics Asset classes

Private 

equity/loans

CLIMATE SCENARIO ANALYSIS
Comparing technology deployment and climate scenarios



CLIMATE SCENARIO ANALYSIS
Free tool for investors and supervisors

California (Supervisor)

UK (Supervisor)

Netherlands (Supervisor)

Europe (Supervisor TBC)

Switzerland (Government)

France (Industry federation)

Luxemburg (Industry federation)

World (UNFCCC)

600 individual users + countries  



CLIMATE SCENARIO ANALYSIS
Supporting science-based target setting at investor and company levels

Portfolio level

Company level

PORTFOLIO SCENARIO ANALYSIS Engagement on climate trajectory

Climate target setting & monitoring

14097

Action plans



Merci
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hugues@2dii.org
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