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1

Summary


PUBLICA has defined quantitative objectives to reduce its portfolio’s CO 2 dependency for equities,
corporate bonds and real estate Switzerland. Those three asset classes account for over 40% of
the portfolio as a whole. For equities and corporate bonds, the reduction targets are between 30%
and 50% compared with the relevant benchmarks. In the case of real estate Switzerland, an ambitious reduction path to halve CO2 emissions from 8.4 kg/m2/year to 4.2 kg/m2/year by 2035 has
been adopted.



PUBLICA exercised its voting rights in 167 companies outside Switzerland for the first time. Details
of the voting behaviour are published on PUBLICA’s website.



By signing up to the Principles for Responsible Investment (PRI), the Institutional Investors Group
on Climate Change (IIGCC), Climate Action 100+ and the Montréal Carbon Pledge, PUBLICA has
taken an important step towards the further development of its sustainability strategy.



This year, PUBLICA is assessing ways of integrating ESG criteria, including climate risks, into its
government bond holdings and implementing them in the portfolios.



A dialogue was conducted with around 150 companies in Switzerland and abroad via PUBLICA’s
partners Inrate and the Swiss Association for Responsible Investments SVVK-ASIR. The topics
addressed included social and management issues as well as climate-specific matters such as reporting of Scope 3 greenhouse gas emissions and climate strategies in the steel and cement sectors.



In 2020, the equity portfolios in North America, Europe and Pacific ex Japan were successfully
switched to the new climate-efficient equity index. All equity portfolios will be managed in accordance with the index by the end of 2021.



Measurements show a decline in CO2 intensities in the equity and corporate bond portfolios. However, the PACTA analysis shows that in some cases the companies held by PUBLICA still have an
excessively high exposure to coal and oil in relation to energy production and extraction.

3/27
Report on the Management of Climate-Related Opportunities and Risks

2

PUBLICA’s sustainability policy

Analysing climate-related opportunities and risks is part of PUBLICA’s sustainability policy, which was
adopted by the Board of Directors in May 2019.1 The aim of the policy is to integrate complex themes into
the investment process in a structured way. It is used to steer the portfolio’s risk/return profile and supports
the development and implementation of concrete objectives and measures. The distinguishing features of
PUBLICA’s sustainability policy are as follows:
1. It is formulated in a holistic fashion, so that as far as possible all asset classes can be taken into
account.
2. It is integrated into and thus forms part of the investment process.
3. It is based on objective criteria.
4. It is transparent and comprehensible.
PUBLICA’s sustainability approach takes account of the sustainability strategies set out in the following diagram:

Fig. 1: Responsible investment at PUBLICA
Source: PUBLICA

This report sets out how PUBLICA is addressing the complex issue of climate change and the measures it
intends to take in order to achieve its desired objectives. A majority of scientists and experts describe climate change as the biggest challenge facing humanity this century. A broad spectrum of the general public
and, increasingly, companies are stepping up pressure on policymakers to take concrete steps to slow climate change. This gives rise to both opportunities and risks for PUBLICA’s globally invested portfolio, affecting not just equity investments but also corporate bonds, real estate and government bonds. This report
details where and how those climate-related opportunities and risks arise. It is structured around the three
pillars of PUBLICA’s sustainability strategy and shows how climate change influences the exercise of
shareholder rights, integration into the securities portfolio, and Swiss direct real estate investments.

1 Responsible Investment Policy, publica.ch > Investments > Responsible investment

4/27
Report on the Management of Climate-Related Opportunities and Risks

3

Activities in 2020

Institutional investors such as PUBLICA can take account of climate-related opportunities and risks in a
number of ways. One is to exert influence on companies by exercising ownership rights through voting or
conducting a dialogue with them on specific issues, a process referred to as engagement. Another involves
excluding companies that generate high levels of greenhouse gases, and conversely investing in renewable energies to reduce a portfolio’s CO2 dependency. A concomitant of this is to overweight companies that
are climate-friendly and underweight those that are not, in order to improve the portfolio’s alignment in
terms of greenhouse gas emissions. These measures are considered indirect because they operate by encouraging companies to adopt a more climate-friendly corporate strategy rather than by directly reducing
greenhouse gases themselves. Direct measures include improving the energy efficiency of directly held
real estate, replacing old oil heating systems with renewable energy sources such as heat pumps in combination with photovoltaic installations when renovating properties, and employing Minergie standards for
new builds. In this case, investors can influence the greenhouse gas emissions of their portfolio directly,
through their behaviour. The first two pillars of PUBLICA’s sustainability strategy thus involve indirect influence, while the third involves direct influence.
PUBLICA makes full use of these options, safeguarding the owners’ interests at home and abroad in its equity investments, excluding some coal-producing companies from its portfolio owing to their high CO 2 emissions,2 investing in renewables via private debt capital, and setting a clear target for reducing CO 2 emissions by replacing fossil energy sources in its Swiss real estate holdings.
The next section begins by presenting the quantitative and qualitative objectives in the equities, corporate
bonds and real estate Switzerland asset classes. As regards government bonds, PUBLICA is currently examining ways of taking climate-relevant factors into account in the selection and weighting of individual
countries. The quantitative objectives already cover more than 40% of PUBLICA’s assets, while the focus
in the qualitative objectives is on the exercise of voting rights and engagement with companies from the
equity portfolio.

2 PUBLICA excludes pure coal producers from the GICS “coal & consumable fuels” subsector from its equity and corporate bond portfolios.
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3.1

Overview of objectives by asset class

As at end-2020, PUBLICA has the following objectives:

Fig. 2: Quantitative objectives
Source: PUBLICA

In addition to these quantitative objectives, PUBLICA engages with companies with the help of two external
consultancy firms, based on its conviction that dialogue is an effective way of motivating companies to
change or adjust their strategy. Empirical studies have demonstrated the efficacy of this approach.3 Since
the engagement process extends over a number of years and changes to a company’s strategy or conduct
cannot always be attributed directly to it, its impact is difficult to measure. This is a weakness of the approach. Nevertheless, the results of the process can be qualitatively documented and described, something
PUBLICA’s external partners also regularly do. The measures to achieve these objectives are now described in terms of the three pillars making up the sustainability strategy.

3.2

Exercise of shareholder rights

3.2.1 Engagement
PUBLICA pursues two approaches in its engagement process. Within Switzerland, dialogue is conducted
with Swiss companies through the external partner Inrate. The topics are defined within the Responsible
Shareholder Group in which PUBLICA is involved, focusing on the specific challenges facing Swiss firms.
One past example involved talking to large companies in the service sector about the financial consequences of sick employees coming in to work (“presenteeism”). Some of the companies have tackled the
issue actively, implementing measures to prevent employees suffering from psychosomatic illnesses. Over
3 Prof. Dr. Michael Wolff, Dr. Laura Jacobey & Hülgen Coskun, “Talk is not cheap – The role of interpersonal communication as a success factor of en-

gagements on ESG matters”; Elroy Dimson, Oğuzhan Karakaş, and Xi Li, “Active Ownership”; and Andreas G. F. Hoepner “Research on ESG Engagement: an overview with an in-depth study of the extractives sector”
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the longer term, this dialogue can have a positive impact on employee productivity and thus the company’s
profitability. In terms of climate issues, three themes are of relevance to Swiss companies: Scope 3 greenhouse gas emissions, green products and services, and ESG criteria in the remuneration system.
For foreign companies, PUBLICA, along with other major Swiss investors, works through SVVK-ASIR. This
organisation pools its members’ invested assets in order to increase its influence on large international corporations4 and so enhance the effectiveness of the engagement process. In 2020, SVVK-ASIR, aided by
an external specialist, conducted a process of this kind in 143 cases involving 134 companies from all parts
of the world. The focus was on breaches of normative criteria such as human rights violations, child labour,
corruption and environmental pollution. The Association publishes a regular report on its engagement activities on its website (www.svvk-asir.ch).
In addition to the themes mentioned above, SVVK-ASIR has since 2018 conducted a climate-specific dialogue with 20 companies from the steel and construction materials sectors. The two industries have received less attention in the climate debate than others, even though they cause around 13% of greenhouse
gas emissions worldwide. The engagement extends over a period of three years, during which the companies are expected to demonstrate how they plan to adapt to international disclosure standards and the 2°C
climate goal, and how they will take account of the transition risks and physical risks and opportunities of
climate change using scientifically based objectives. The engagement process takes place in five clearly
defined steps and is conducted and overseen by the external partner. Companies where there has been no
progress after a certain time are placed on the exclusion list, after a final appeal from SVVK-ASIR.

3.2.2 Exercise of voting rights
In Switzerland, the equity universe has been enlarged, so that the number of annual general meetings rose
from 42 to 120 in 2020. In 2020, voting rights were exercised for the first time at 167 companies outside
Switzerland in relation to over 2,500 agenda items, while numerous shareholder resolutions on topics such
as diversity within the company, climate strategies and transparency in reporting were supported. The following table gives an overview of PUBLICA’s voting behaviour in Switzerland and abroad.

Fig. 3: Exercise of voting rights in 2020
Source: PUBLICA

4 At the end of 2020, SVVK-ASIR’s 11 members managed assets totalling more than CHF 250 billion.
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The largest number of votes against were due to excessive remuneration granted to members of executive
boards and boards of directors, or remuneration systems that were not transparent. In all, 50% of remuneration reports in Switzerland were rejected on those grounds, along with 59% outside Switzerland. All votes
are published in detail on PUBLICA’s website following the meetings .5
Voting rights are exercised at companies abroad on the basis of a list of between 150 and 200 firms drawn
up by SVVK-ASIR. These are critical companies that have violated the normative basis (Swiss norms and
laws, international conventions). SVVK-ASIR conducts a dialogue with a majority of these companies on
behalf of its members as part of its engagement remit. Exercising voting rights in parallel with the dialogue
ensures that shareholder rights are consistently safeguarded and indeed strengthened.

3.3

Integration into the securities portfolio

3.3.1 Negative criteria
PUBLICA does not invest in companies that, through their conduct or their products, systematically breach
current international conventions ratified by Switzerland or Swiss law. To this end, a screening is carried
out semi-annually by SVVK-ASIR to identify companies that produce undesirable products or have systematically violated the normative basis. PUBLICA attaches importance to the most precise possible interpretation of these “negative criteria” and is guided by the practice of comparable institutional investors in Switzerland and abroad. In addition to manufacturers of controversial weapons (personnel mines, cluster munitions and nuclear weapons outside those that already hold them), a company was excluded for the first
time on the grounds of conduct-based criteria. This was Petróleos de Venezuela, which was shown to have
engaged in systematic corruption and disregard of workers’ rights. As efforts to engage in dialogue were
unsuccessful, the company was added to the exclusion list. At the end of 2020, 20 listed and 87 non-listed
companies were on SVVK-ASIR’s exclusion list.
The Investment Committee decided in 2015 to exclude coal-producing companies from all the equity and
corporate bond portfolios.6 This move was prompted by the financial risks of investments in coal companies, which have less scope to adapt their business models and could therefore be more heavily impacted
by the potential taxation of carbon emissions. No further fossil fuel companies have been excluded since
then, with a more broadly based approach involving a climate-efficient equity index being preferred.

3.3.2 Strategic risk analysis
The annual ESG risk analysis was expanded to include further systemic risks and renamed “strategic risk
analysis”. The priorities for 2020 once again focused on the risks of delay in adapting to climate change as
well as a new systemic risk, namely the potential impact of the US-China conflict on PUBLICA’s portfolio.

5 Publica.ch > Investments > Responsible investment > Exercise of shareholder rights
6 The GICS “coal & consumable fuels” subsector has been excluded from the standard universe since 2016.
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Fig. 4: Strategic risk analysis 2020
Source: PUBLICA

Strategic risks are classified on the basis of an appraisal procedure involving quantitative and qualitative
criteria. A scale from one to five is used, with five indicating a high financial risk or high probability of occurrence.
In response to the failure to adapt to climate change, PUBLICA, in association with Carbon Delta and
MSCI, developed a climate-efficient equity index which is licensed by MSCI. This has a number of distinctive attributes. It covers both transition risks and physical opportunities and risks, and uses an innovative
patent analysis to carry out a rules-based assessment of the companies offering the biggest potential in
terms of “green patents”. This is fundamentally different from conventional market climate strategies, which
are geared to reducing transition risks and have no clear approach to identifying companies that profit from
that change. In addition, physical opportunities and risks are set to become more important over the longer
term. The climate-efficient equity index is being progressively introduced until the end of 2021. At the end
of 2020, around half of the equity assets were being managed in conformity with it.
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Fig. 5: Parameters of the climate-efficient equity index
Source: PUBLICA

The diagram above shows the three parameters of the climate-efficient equity index. Each has to be at
least 30%–50% better than the base index. These conditions must be met each time the index is rebalanced, so as to ensure that it reflects changed circumstances (e.g. higher energy efficiency among the
companies, more stringent regulation).
In order to extend the coverage of climate risks to other asset classes, the asset managers responsible for
managing the corporate bonds were instructed to come up with ways to take account of climate-related opportunities and risks. The first stage of the approaches agreed with them aims to cover transition risks by
reducing the measured CO2 intensities by at least 40% compared with the benchmark. This is being implemented in all four portfolios in the first half of 2021. Over the medium term, the asset managers’ approaches should also factor in physical opportunities and risks.
For private markets investments, an ESG questionnaire7 including SDG mapping8 was used to gain an
overview of the sustainability strategies pursued by the external partners. Evaluation of the results revealed
that the asset managers’ competencies vary widely, depending on the asset class and region. The best
performers were managers of Australian real estate funds. Some of these managers have already formulated concrete objectives for achieving net zero emissions by 2050 or significantly earlier in their strategies.
Following this transparency phase, the next step is to agree goals for ESG criteria with the asset managers.
As it had done three years earlier, PUBLICA took part in the climate compatibility analysis supported by the
Federal Office for the Environment (FOEN). Since PUBLICA had already analysed its portfolio the previous

7 ESG questionnaire: questionnaire for managers about their strategy for environmental, social and governance (ESG) factors
8 SDG mapping: breakdown of the impact of investments on the 17 UN Sustainable Development Goals (SDG) See also Glossary
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year using the open-source software PACTA, the results of the FOEN-supported analysis largely coincided
with those published in last year’s climate report.
At the end of 2020, PUBLICA became a member of Principles for Responsible Investment (PRI), the Institutional Investors Group on Climate Change (IIGCC) and Climate Action 100+, and also signed the Montréal Carbon Pledge. These memberships give PUBLICA greater access to expertise and exchange with
other institutional investors, a further stage in the ongoing development of PUBLICA’s sustainability strategy.

3.3.3 Positive criteria
Positive criteria are factored into the construction of the climate-efficient equity index, by overweighting
companies that have filed patents for processes and products to reduce greenhouse gas emissions, such
as renewable energy sources and energy storage technologies. An innovative patent analysis is used to
systematically assess the value of those processes and products.
PUBLICA holds a strategic 3.5% allocation to private infrastructure bonds, which also include renewables.
These investments enhance risk diversification and make a direct contribution to funding the energy turnaround. The portfolio includes wind farms, photovoltaic installations and hydroelectric power stations (projects). Three new investments in renewables were made during 2020.

Fig. 6: Investments in renewables
Source: PUBLICA

Example 1: Hydroelectric facility in Concordia Parish, Louisiana, US. The facility has a total capacity
of 192 megawatts (MW) spread over eight turbines,
and draws water from the Mississippi River. The
electricity generated is sold to a private energy supplier and the authorities under the terms of purchase agreements. A press release from our investment manager Metlife can be found on its website. 9
Fig. 7: Hydroelectric facility in the US
Source: Metlife
9 www.metlife.com/about-us/newsroom/2020/december/metlife-investment-management-facilitates-130m-investment-in-brookfield-renewable-partners-

sidney-a-murray-jr-hydroelectric-facility-in-louisiana/
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Example 2: Offshore wind farm in the UK with a total
capacity of 1,200 MW. The project was completed in
October 2020 and is currently the largest offshore
wind farm in the world, supplying electricity to around
a million households.
Fig. 8: Offshore wind farm in the North Sea
Source: Vantage

3.4

Integration into direct real estate investments

With the help of an external specialist, the energy data of all properties in PUBLICA’s Swiss real estate
portfolios has been recorded and evaluated over the last two years. The average CO2 emission level
across all the properties in 2019 was 8.4 kilogrammes per square metre of energy reference area (ERA)
per year. This is significantly below the threshold of 20 kg/m 2/year permitted for existing buildings when the
heating system is replaced (revised CO2 Act, which was intended to come into force on 1 January 2022). It
is also below the average of 12kg/m 2/year for real estate portfolios of Swiss pension funds calculated in the
PACTA report.10 This low figure is due to the low average age and associated build quality of the properties. At the end of 2020, the Investment Committee approved an ambitious reduction path that aims to cut
emissions by half, to 4.2 kg/m 2/year, by 2035. This target is to be achieved by replacing heating systems
using fossil fuels with alternative energy sources such as district heating and heat pumps.

4

Measurement

A range of approaches are used to measure and monitor climate-related opportunities and risks. The following table offers an overview of their most important features.
Approach

CO2 intensities (footprint) and en-

Climate-efficient equity index

PACTA analysis

ergy consumption
Applica-

Measuring the CO2 emissions (Scope

Improving the risk/return profile using

Measuring the alignment and impact

tion

1–2) caused by companies for equity

climate data

of the portfolio in respect of climate

and corporate bond portfolios. En-

scenarios and the greenhouse gas

ergy consumption in the case of real

reduction targets in the Paris Agree-

estate
Asset

Equities, corporate bonds and real

classes

estate Switzerland

Ad-

 Easy to communicate

vantages

 Allows clear goals to be set

ment
Equities

Climate-relevant sectors for equities,
corporate bonds and real estate Switzerland

 Forward-looking data that match
the horizon of the Paris Agreement
 Rules-based approach

 Forward-looking data
 Takes account of companies’ strategies for reducing their greenhouse gas emissions

10 PACTA report: as part of the climate compatibility analysis of investments organised by the FOEN in 2020, the Swiss real estate portfolios of institu-

tional investors were included and evaluated for the first time.
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 Little dependence on data published by companies
 Comprehensive coverage of transition opportunities and risks as
well as physical risks
 Innovative patent analysis to assess opportunities
Disad-

 Backward-looking

vantages

 Dependent on companies publishing correct data
 Measuring the consumption values

 Not a direct instrument for reducing CO2 emissions, so needs
greater explanation
 Dependent on models

of real estate is quite resource-intensive

 Method developed by an independent, non-profit think tank;
open-source software to analyse
the portfolio
 Use of physical parameters and
various widely recognised scenarios
 Time horizon of five years does
not match the goals of the Paris
Agreement
 Analyses and results are difficult
for outsiders to follow
 Energy consumption of real estate

 Low data quality for Scope 3

does not use any actual consump-

 Approach only considers transition

tion values

risks

Fig. 9: Overview of measurement methods and approaches
Source: PUBLICA

In combination, these three different approaches provide a good picture of the climate-related opportunities
and risks of the portfolios. Measuring the CO2 intensities reveals the past trend in emissions for the portfolio investments and may provide an indication of the sectors and companies that could be more heavily impacted by the transition to a low-CO2 economy. However, this measurement does not allow any conclusions to be drawn about future developments. This can be done using the PACTA analysis, which shows
the trend in the technology mix of the portfolio companies from the relevant sectors over a five-year period.
It provides an assessment of the portfolio’s alignment with various climate change scenarios. The climateefficient equity index combines the measurement of past CO2 emissions with various climate scenarios and
ensures that the portfolio moves towards the technology mix necessary to achieve the goals of the Paris
Agreement. This is done by underweighting companies with insufficient potential to adapt and overweighting those that are in a position to adjust their production or products to secure the necessary reductions in greenhouse gas emissions. Since such adjustments take place over a time horizon of 10 years and
more, the progress made by the portfolios will become visible gradually. The following table lists the measurements for the equities, corporate bonds and real estate Switzerland asset classes.
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4.1

Equity investments

4.1.1 CO2 intensities

Fig. 10: CO2 intensities – equity investments
Source: MSCI,11 own calculations

CO2 footprint – equity investments
The climate metrics calculated by MSCI for PUBLICA’s equity investments are a snapshot of the greenhouse gas emissions for which the companies are responsible each year. The Scope 1 and Scope 2 emissions published by those companies are taken into account. These include those caused directly by a company (Scope 1), for example the CO2 emissions created in the production of consumer goods, and those
caused indirectly (Scope 2) by using the energy required to manufacture the goods, for example electricity
or heat. Scope 3 emissions – those caused by the use of consumer goods, such as CO 2 emissions by cars
or aeroplanes – are not included in the MSCI metrics. The equity portfolio’s CO2 intensity was cut by 28%
in 2020. This is due to the introduction of the climate-efficient equity index, which underweights companies
with a high CO2 intensity and thus indirectly improves the figure.

4.1.2 Climate-efficient equity index
By the end of 2020, the three equity portfolios for Europe, North America and Pacific ex Japan were being
implemented using the new climate-efficient index. Optimisation of the index’s construction led to the following reductions in the three parameters:

11 The MSCI data are based on a user-defined index that is calculated by MSCI on PUBLICA’s behalf.
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Fig. 11: Climate efficiency of equity investments
Source: MSCI,12 own calculations

The table shows that the target of improving all three parameters by 50% was achieved or in some cases
slightly exceeded in the three regions with the climate-efficient portfolios. Since not all the portfolios had
been switched over by the reference date, the improvement at the consolidated level was roughly half the
target figure. Nevertheless, the impact of this strategy on the equity portfolio’s CO2 footprint is clearly visible.

4.1.3 PACTA analysis
The PACTA analysis, which is supported by the Federal Office for the Environment (FOEN), is a method of
measuring the climate compatibility of institutional investors’ portfolios. It was developed by the 2° Investing
Initiative, an independent, non-profit think tank, and is used by over 1,500 financial institutions worldwide. It
provides answers to the following questions:
-

What proportion of the portfolio is invested in climate-related sectors?

-

Do the production plans of the companies in the portfolio tally with climate scenarios which comply
with the Paris Agreement?

-

How does the portfolio perform compared to market benchmarks?

The PACTA analysis looks at nine climate-relevant sectors: automotive production, aviation, coal mining,
cement production, steel production, oil and gas production, power generation and shipping. These sectors
meet the following criteria:
-

They are relevant from a climate perspective and contribute significantly to global greenhouse gas
emissions.

-

There are scenario benchmarks available for each sector.

-

There is sufficient data and business intelligence available.

12 The MSCI data are based on a user-defined index that is calculated by MSCI on PUBLICA’s behalf.
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At the end of 2020, these nine sectors accounted for 12% of the equities and 14% of the corporate bonds
in PUBLICA’s portfolio. They were responsible for 70% of the equity portfolio’s CO 2 emissions and 50% of
the corporate bond portfolio’s CO2 emissions, thus accounting for the bulk of the climate-relevant sectors.
For its PACTA analysis, PUBLICA uses the Sustainable Development Scenario (SDS) 13 developed by the
International Energy Agency. This scenario includes ensuring access to affordable, reliable, sustainable
and modern energy, reducing air pollution, and taking urgent action to combat climate change. However, it
is only available for the coal, oil & gas, and power sectors, which means the other sectors are not included
in the analysis.
4.1.3.1

Coverage of the various sectors

The coloured segments in the diagram below represent the portfolio exposure to companies with assets in
climate-relevant sectors:

Fig. 12: Equity portfolio exposure to climate-relevant sectors
Source: PACTA 2020 Climate Alignment Report, March 2021

4.1.3.2

Comparison of PUBLICA’s exposure with the global equity index

There are two views for each sector, which can be seen in the following table. The first shows the exposure
to energy-producing and energy-extracting companies in PUBLICA’s portfolio as a percentage of assets
under management (the first two columns). The second lists the breakdown of the various technologies
within the sector. Each of these figures is compared with the PACTA benchmark. Among the energy-producing companies, production facilities are divided up according to the technologies they use (coal, oil, gas,
nuclear, hydropower and renewable). The most important deviations between the equity benchmark used
in the PACTA analysis and PUBLICA’s portfolio are:
-

The proportion of emerging markets in PUBLICA’s portfolio is more than twice as high as in the
PACTA benchmark. Since a considerable proportion of energy in the emerging markets is produced using coal, PUBLICA’s portfolio has a higher exposure than the PACTA benchmark in this
sector.

13 International Energy Agency, IEA, World Energy Outlook, https://www.iea.org/reports/world-energy-model/sustainable-development-scenario

16/27
Report on the Management of Climate-Related Opportunities and Risks

-

PUBLICA pursues a factor-based approach in its equity investments, whereas the PACTA benchmark uses market capitalisation-based indices. Under PUBLICA’s factor approach, half of the portfolio in all regions is weighted on the basis of market capitalisation, with a sixth in each case
weighted on the basis of value, minimum volatility and size. This means that the weightings of companies and sectors may deviate from standard benchmarks.

-

PUBLICA’s equity universe includes small caps, while PACTA’s benchmark contains only largeand mid-cap firms. Consequently, PUBLICA’s portfolio has a higher weighting in the industry and
energy sectors than the PACTA benchmark.

Fig. 13: Exposure of the equity portfolio compared with the benchmark
Source: PACTA 2020 Climate Alignment Report, March 2021

The table shows that PUBLICA’s portfolio has a higher allocation to coal and a lower allocation to gas for
energy production than the PACTA benchmark. This is due to the higher weighting of emerging markets in
PUBLICA’s portfolio described above. When it comes to extraction, meanwhile, PUBLICA’s portfolio has a
higher allocation to gas and a lower allocation to oil than the PACTA benchmark. Because PUBLICA only
excludes pure coal-producing firms from its equity and corporate bond portfolios, the allocation to coal extraction is not zero, but 0.1%. This consists of companies from the mining sector that generate some of
their revenues from the extraction of coal. However, their weighting within PUBLICA’s portfolio is minimal.
4.1.3.3

Future alignment of the portfolio

The following table shows the trend in the technology mix of the companies in PUBLICA’s portfolio and in
the PACTA benchmark over the next five years, based on those companies’ published capital spending
plans for that period. The calculations assume that the composition and weighting of securities in the portfolio and in the PACTA benchmark remain unchanged. The technological alignment is compared with the
Sustainable Development Scenario (SDS) energy mix in 2025 drawn up by the International Energy
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Agency (IEA). This scenario accords with the target of limiting global warming to 1.5°C laid down in the
Paris Agreement.14.

Fig. 14: Scenario analysis of the equity portfolio
Source: PACTA 2020 Climate Alignment Report, March 2021

The table shows that the companies contained in PUBLICA’s portfolio will still be generating 190 MW of
energy from coal in 2025, above the benchmark value of 144 MW and the SDS scenario value of 161 MW.
Conversely, the companies in the portfolio will be producing 47 MW less energy from renewable sources
than in the scenario. Given the targets set out in the climate-efficient equity index of achieving a 30%–50%
reduction in transition risks and a 30%–50% improvement in technological opportunities, we expect the deviations in these areas to narrow over the longer term. As regards extraction, the differences between the
technology mix of the portfolio and the underlying scenario are less pronounced. The companies in the
portfolio would have to reduce their extraction of coal and oil in favour of gas. Overall, however, PUBLICA’s
portfolio has significantly lower figures for extraction than the PACTA benchmark. For coal mining, the 2025
figure is around 70% below the PACTA benchmark (0.038 million t/Y vs. 0.123 million t/Y) and for oil extraction it is -20% (115 million GJ/Y vs. 145 million GJ/Y).

4.2

Corporate bonds

4.2.1 CO2 intensities
In 2020 PUBLICA reached an agreement with the external asset managers of its corporate bond portfolios
providing for a minimum 40% reduction in CO2 intensity compared with the existing benchmark by the end
of June 2021. However, owing to the managers’ positioning, the portfolio’s footprint was already below the
reference figure at the end of 2020, so that little further adjustment will be required over the coming year.
The following table shows the average emissions figures for the corporate bond portfolios compared with
the benchmark.

14 International Energy Agency, IEA, World Energy Outlook, https://www.iea.org/reports/world-energy-model/sustainable-development-scenario
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Fig. 15: CO2 intensities – corporate bonds
Source: Information from asset managers, own calculations

4.2.2 PACTA analysis
4.2.2.1

Coverage of the various sectors

The diagram below shows how the financial exposure is divided up across the entire investment in the selected asset class. The coloured segments represent the exposure to companies with assets in climaterelevant sectors:

Fig. 16: Corporate bond portfolio exposure to climate-relevant sectors
Source: PACTA 2020 Climate Alignment Report, March 2021

4.2.2.2

Comparison of PUBLICA’s exposure with the global corporate bond index

The first two columns in the next table show the proportion of energy-producing and energy-extracting companies in PUBLICA’s portfolio as a percentage of the assets under management compared with the
PACTA benchmark. The second two columns list the breakdown of the various technologies within the sector. Among the energy-producing companies, production facilities are divided up according to the technologies they use (coal, oil, gas, nuclear, hydropower and renewables). Each of these figures is compared with
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the PACTA benchmark. The most important deviations between the bond index used in the PACTA analysis and PUBLICA’s portfolio are:
-

PUBLICA’s corporate bond portfolios are invested one half in the US and one half in Europe. By
contrast, the benchmark is invested in more than 20 countries globally.

-

In both regions, half of PUBLICA’s portfolio is invested in an index that does not contain financial
securities. This means that PUBLICA’s corporate bond portfolio is significantly underweighted in
the financial sector and overweighted in the others.

Fig. 17: Exposure of the corporate bond portfolio compared with the benchmark
Source: PACTA 2020 Climate Alignment Report, March 2021

In energy production, the portfolio is underweighted compared with the benchmark in coal and gas, and
overweighted in nuclear, hydropower and renewables. In energy extraction, the deviations from the benchmark are minimal. The portfolio has a slightly higher weighting of gas extraction at the expense of oil extraction.
4.2.2.3

Future alignment of the portfolio

The following table shows the trend in the technology mix of the companies in PUBLICA’s portfolio and in
the benchmark over the next five years.
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Fig. 18: Scenario analysis of the corporate bonds
Source: PACTA 2020 Climate Alignment Report, March 2021

The future technology mix of the corporate bonds held by PUBLICA in energy production has an excessively high exposure to energy from coal and oil compared with the SDS scenario, even though PUBLICA’s
exposure in those sectors is significantly lower than the PACTA benchmark. Conversely, the portfolio’s future technology mix has too low an allocation to energy from nuclear and renewables. However, if capital
spending on renewables in the private infrastructure debt capital investments, which account for 86 MW of
total capacity, is included, the result is clearly above the SDS scenario. In extraction, the exposures to coal
and oil are still too high compared with the SDS scenario for 2025. This is partly due to the differences between the allocation of regions and sectors in the portfolio and in the benchmark. Equally, this scenario
analysis shows that there is a need for established companies in energy production and extraction to take
action, which is a key topic in the engagement process with those companies.

4.3

Real estate Switzerland

4.3.1 CO2 emissions by energy requirement
Over the last two years, PUBLICA has worked with an external partner to record the actually measured energy requirement of the properties in its portfolio, and convert these into CO 2 emission figures on the basis
of the heating systems installed. The 2020 consumption figures for directly held Swiss real estate are not
available until all the ancillary cost statements have been finalised. As this is too late for this publication,
the data for 2019 are used.

Fig. 19: CO2 emissions – real estate Switzerland portfolio
Source: Amstein + Walthert, J.P. Morgan, PUBLICA
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4.3.2 PACTA analysis
In 2020, data for the real estate portfolios in Switzerland were gathered and evaluated for the first time as
part of the PACTA analysis. Unlike the CO2 emissions measured on the basis of the actual energy requirement, the PACTA analysis is based on model assumptions developed by the Swiss real estate consultants
Wüest Partner for this evaluation.

Fig. 20: Energy sources – real estate Switzerland portfolio
Source: PACTA report, June 2020

PUBLICA supplied data for 75 properties with a total of 78 energy sources for the PACTA analysis. 15 On
that basis, the following emission figures were estimated:

Fig. 21: CO2 emissions – real estate Switzerland by category and energy source
Source: PACTA report, June 2020

Owing to the generally high build quality and relatively young age of PUBLICA’s real estate portfolio, its
CO2 emission values according to PACTA are, at 10.9 kg/m 2/year energy reference area (ERA), almost
50% lower than the threshold of 20 kg/m 2/year ERA for 2023 provided for in the revised CO2 Act. The
model-based figures of the PACTA analysis are above the emission values calculated from the actual energy consumption, which is plausible given the portfolio characteristics mentioned at the outset. However,
the table also shows that the existing oil heating systems are significantly above the thresholds and will,
wherever possible, have to be replaced by non-fossil energy sources over the next few years. Where gas
heating is used, its replacement with renewable energy systems is continually being reviewed in order to
achieve the target of halving CO2 emissions by 2035.

15 In the case of larger developments, more than one energy source and in some cases different types are in use.
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5

Conclusion

In 2020, PUBLICA implemented various measures and took key decisions to better align its portfolio in respect of climate-related opportunities and risks. The first equity portfolios in the North America, Europe and
Pacific ex Japan regions were successfully switched to the climate-efficient equity index. This index cushions the transition risks and potential physical damage to buildings and production facilities caused by climate change, and at the same time specifically targets the opportunities opened up by new technologies
and business strategies. As regards corporate bonds, the external asset managers have received clear instructions on reducing PUBLICA’s CO2 intensities. By the end of 2021, climate-aware strategies will be embedded in all the equity and corporate bond portfolios. In the case of directly held real estate in Switzerland,
a target of halving the already very low CO2 emission value by 2035 has been adopted. These measures
are helping to bring PUBLICA’s portfolio into line with the goal of limiting global warming to 1.5°C by 2050
set out in the Paris Agreement. As the PACTA analysis shows, however, this target has not yet been
reached, as some of the companies in PUBLICA’s portfolio are still generating their energy using coal and
oil. As a member of IIGCC, Climate Action 100+ and SVVK-ASIR, PUBLICA will, together with other large
investors, maintain the pressure on companies to speed up their adaptation strategies during the engagement process.

6

TCFD mapping

This report is based on the recommendations of the Task Force on Climate-Related Financial Disclosures
(TCFD). These are a useful tool for companies and investors to present climate-specific opportunities and
risks in a structured and transparent manner. PUBLICA therefore bases this reporting on the TCFD framework, which covers four areas:
-

Governance

-

Strategy

-

Risk management

-

Metrics and targets

The following table shows where the individual elements can be found in the report.
Area

Description

Report
page(s)

Governance

In 2020, the Investment Committee adopted a series of measures con-

5-6

cerning climate-related opportunities and risks:

Strategy

-

Defining a reduction path for real estate Switzerland

-

Reducing the CO2 intensities of corporate bonds

PUBLICA’s holistic sustainability policy, which has been adopted by its su-

4 and 11

preme governing body, is set out on page 4. With a view to refining the
sustainability strategy through access to expertise and enhanced exchange with other institutional investors, the Executive Board and Board
of Directors decided to sign PUBLICA up to PRI, IIGCC, Climate Action
100+ and the Montréal Carbon Pledge.
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Risk manage-

The annual strategic risk analysis in 2021 prioritises the risks of delay in

ment

adapting to climate change and the geopolitical conflict between China

8-9

and the US.
Metrics and tar-

Quantitative targets for reducing the CO2 intensities in the portfolios were

gets

defined in 2020. They are implemented via the climate-efficient equity in-

13-22

dex for equities, instructions to the external asset managers for corporate
bonds, and a reduction path for real estate Switzerland.
They are measured using a combination of different methods and
sources.
Fig. 22: TCFD mapping
Source: PUBLICA
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Glossary

Term
Average CO2 footprint

Climate Action 100+

CO2 emissions
CO2 footprint
Factor approach

Greenhouse gas emissions
Institutional Investors
Group on Climate
Change, IIGCC

Explanation
This metric provides information on the CO2 emissions of all the companies
in the portfolio compared with the market value of the portfolio. It measures
the total CO2 emissions – weighted with the proportion of the company’s equities held by investors – normalised by the market value of the equity portfolio.
Climate Action 100+ is an investor-led initiative to ensure the world’s largest
corporate greenhouse gas emitters take necessary action on climate
change. It focuses on 100 companies that are “systemically important emitters”, accounting for two-thirds of annual industrial emissions worldwide,
and over 60 others that have a significant opportunity to drive the transition
to clean energy.
Emissions that are generated when burning fossil fuels such as coal, oil and
gas and enter the atmosphere; also known as greenhouse gases.
A measure of the CO2 emissions generated by a person, company or investor.
Also known as factor-based investing. An investment strategy in which
quantifiable corporate characteristics (factors) are taken into account in order to achieve a higher risk-adjusted return than traditional, market capitalisation-based strategies. PUBLICA employs the following factors:
- Value: companies that have a high asset value and a low valuation.
Characteristics include low price/earnings ratios and high dividend
yields.
- Size: small-cap companies have higher growth potential than large
firms, and are less known and consequently valued lower.
- Minimum volatility: this factor gives preference to companies whose
shares are less volatile than the market as a whole and exhibit a
stable positive trend.
See CO2 emissions.
Founded in 2012, this organisation supports and enables the investment
community in driving significant and real progress by 2030 towards a net
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International Energy
Agency IEA
Megawatt, MW

Montréal Carbon Pledge
MSCI
Net zero emissions

PACTA benchmark

PACTA open-source software
Paris Agreement

Physical opportunities
and risks:
Principles for Responsible Investment, PRI

PUBLICA’s normative basis

Scope 1–3 emissions

zero and resilient future. This will be achieved through capital allocation decisions, stewardship and successful engagement with companies, policymakers and fellow investors.
Founded in 1974 by 16 industrialised nations, this international organisation
aims to promote research, development and use of energy technologies
with the goal of reducing dependency on oil.
A measure of energy capacity corresponding to one million watts. By way of
comparison, the capacity of the Gösgen nuclear power plant is around
1,000 MW, while a wind turbine of the latest generation has a capacity of 9
MW.
Investors that sign the Montréal Carbon Pledge undertake to measure and
publish the carbon footprint of their investment portfolios annually.
Morgan Stanley Capital International, a leading provider of equity indices.
A situation in which CO2 emissions and CO2 reduction are in balance, in
other words, the quantity of CO2 extracted from the atmosphere matches
the quantity emitted.
Portfolio of equities or corporate bonds that corresponds to the average investments held by all market participants. In respect of the PACTA analysis
this means:
 Equities: MSCI All Country World Index (ACWI)
1. Corporate bonds: Based on the universe of Bloomberg/Barclays indices.
Web-based application for calculating the climate compatibility of equity and
corporate bond portfolios. It was developed by an independent think tank
(2° Investing Initiative) and is available to investors free of charge.
An international agreement signed by 196 states in Paris in December 2015
by which they undertake to implement measures to reduce greenhouse
gases, with the aim of limiting global warming to less than 1.5°C by 2050.
Opportunities and risks attributable to climate change. They include damage
to property and infrastructure due to flooding, forest fires or hurricanes.
An investor-led initiative set up in 2006 in partnership with the financial initiative of the UN Environment Programme and the UN Global Compact. It
has laid down six principles designed to promote understanding of the impact of investment activities on environmental, social and governance issues and the integration of those issues into the investment process. PRI
acts in the long-term interests of its signatories, the financial markets and
economies.
Reflects the will of the Swiss population in the form of:
2. The Swiss Federal Constitution and Swiss legislation, as the foundation of the norms and values accepted in Switzerland
The international conventions ratified by Switzerland, which largely match
the 10 principles of the UN Global Compact
Scope 1 emissions: CO2 emissions caused directly by a company, for example through the production of consumer goods.
Scope 2 emissions: CO2 emissions caused indirectly by a company, by using energy such as electricity or heat and refrigeration needed to manufacture a product.
Scope 3 emissions: CO2 emissions caused by the use of consumer goods,
for example by cars or aeroplanes.
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Sustainable Development
Goals, SDGs
Sustainable Development
Scenario, SDS

Swiss Association for Responsible Investments,
SVVK-ASIR
Task Force on ClimateRelated Financial Disclosures, TCFD
Transition opportunities
and risks
2° Investing Initiative

2° objective
Weighted average CO2
intensity

A set of 17 goals defined by the UN to promote sustainable development at
the economic, social and environmental level.
An integrated scenario that sets out a roadmap for ensuring access to affordable, reliable, sustainable and modern energy for all by 2030 (SDG 7),
substantially reducing air pollution (SDGs 3 and 9), and taking urgent action
to combat climate change (SDG 13). The scenario was published by the International Energy Agency IEA in its World Energy Outlook.
Established by seven large institutional investors in December 2015, this
body aims to support its members in implementing their sustainability strategies: www.svvk-asir.ch
A body set up in 2015 by the Financial Stability Board, which has a mandate
to promote the financial stability of the global economy. Its recommendations are intended to encourage companies to voluntarily incorporate climate-specific data on a standardised basis in their financial reporting.
Opportunities and risks created by regulations, incentives such as taxes, or
subsidies.
A think tank financially supported by the EU and Switzerland which has developed a method of measuring the climate compatibility of financial investments and makes it available as free software (see “PACTA open-source
software”).
A goal set by the international community of limiting global warming to less
than 2°C by 2100.
This metric is preferred by TCFD. It measures the average CO2 intensity of
the equity portfolio. A company’s emissions are calculated in relation to its
revenues and then multiplied by the weighting in the equity portfolio.
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