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Introduction

Å5C{Ωǎ ǇǊƻǇƻǎŜŘ Guidance for New York Domestic Insurers on 
Managing the Financial Risks from Climate Change

ÅComment period ends on June 23, 2021. 

ÅPurpose of this report ςsupport New York insurers to understand 
their transition risks on their investments 

about:blank
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Climate Risks are Accelerating 

ÅWorsening physical risks

ÅWorsening transition risks 

ÅPolicy and regulation changes

ÅLow-carbon technology advancement 

ÅChanging public sentiment and demands

ÅCompanies, asset owners, and asset managers make net zero 
carbon emission pledges. 
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Financial Markets and Regulatorsô Attention 

on Climate Risks

ÅStranded assets 

ÅwŀǘƛƴƎ ŀƎŜƴŎƛŜǎΩ ŀŎǘƛƻƴǎ

ÅCŜŘŜǊŀƭ wŜǎŜǊǾŜǎ .ƻŀǊŘΩǎ ŎƭƛƳŀǘŜ ŎƻƳƳƛǘǘŜŜǎ

ÅLƴǘŜǊƴŀǘƛƻƴŀƭ ǊŜƎǳƭŀǘƻǊǎΩ ŎƭƛƳŀǘŜ ǎǘǊŜǎǎ ǘŜǎǘǎ
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Questions Answered in the Study

ÅWhat holdings are most exposed to transition risks and their 
sizes? 

ÅIƻǿ ŘƻŜǎ Ƴȅ ƛƴǾŜǎǘŜŜ ŎƻƳǇŀƴƛŜǎΩ ǘǊŀƴǎƛǘƛƻƴ Ǉƭŀƴǎ ƛƳǇŀŎǘ Ƴȅ 
risks?   

ÅWhich climate scenario is my portfolio aligned with? 

ÅHow does my portfolio compare to the market benchmarks and 
peers re: transition risk?

ÅHow can I mitigate the transition risks? 
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Introduction to 2-Degrees 
Investing Initiative



8

Introduction to 2-Degrees Investing Initiative 

Aligning financial markets & regulations with climate 
goals

Founded in 2012

Working globally, with offices in Paris, New York, 

Berlin, Brussels, and London

Collaborate with financial institutions, nonprofits, 

universities, policymakers, and supervisors

Non-profit, non-commercial
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2-Degrees Investing Initiative Research Themes

PACTA
Climate scenario 
analysis

Retail 
investing
Supporting 
ŎƻƴǎǳƳŜǊǎΩ 
sustainability goals

Risk
management
Supporting long-term 
risk supervision

Impact
Studying financial 
institutionsΩ ƛƳǇŀŎǘ ƛƴ 
the real economy
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Paris Agreement Capital 
Transition Assessment 
(PACTA) Methodology 
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PACTA Methodology  

Physical Assets in the Real Economy Insurance Company

2) Alignment of a portfolio is 

benchmarked against climate 

change scenarios and the 

market

1) Exposure to High carbon 

sectors

Climate Change Scenarios 
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Data Input 
ÅEquity and corporate bond portfolios of 250 New York domestic 
ƛƴǎǳǊŜǊǎΩ όάƛƴǎǳǊŜǊǎέύ нлмф {ŎƘŜŘǳƭŜ 5 ŘŀǘŀΦ 

ÅLƴǾŜǎǘŜŜ ŎƻƳǇŀƴƛŜǎΩ ǇƘȅǎƛŎŀƭ ŀǎǎŜǘ-level data and production 
plans

ÅClimate scenario data

*Provided by Asset Resolution

https://asset-resolution.com/


13

Climate Scenarios Considered 
ÅFossil Fuel Production and Power Generation
ÅCurrent Policy Scenario (CPS)
ÅStated Policy Scenario (STEPS)
ÅSustainable Development Scenario (SDS) ςParis Agreement-Aligned

ÅAutomotive 
ÅReference Technology Scenario (RTS)
Å2 Degrees Scenario (2DS)
ÅBeyond 2 Degrees Scenario (B2DS) ςParis Agreement-Aligned 
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Market Benchmarks 

ÅFor corporate bonds ςBloomberg Barclays Global Aggregate 
Corporate Bond Index

ÅFor equities ςMSCI All Country World Index
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Outputs ï1) Exposure to High Carbon Sectors
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2) Scenario Alignment ïTechnology Mix 
ÅtƻǊǘŦƻƭƛƻΩǎ ŜȄǇƻǎǳǊŜ ǘƻ ǘŜŎƘƴƻƭƻƎȅ ƳƛȄ ό҈ύ
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The amount of coal production 

ŀƭƭƻŎŀǘŜŘ ǘƻ ǘƘŜ ƛƴǎǳǊŜǊǎΩ ŎƻǊǇƻǊŀǘŜ 

bond portfolios based on their 

holdings, based on the five-year 

capital plan of the investee 

companies. 

The amount of coal production of the 

market benchmark. 

Colored areas denote the production 

volume ranges that are compatible 

with different climate scenarios. 

The production volume range 

that is compatible with the 

>3.2oC scenario  

The production volume range 

that is compatible with the 2 ς

2.7oC scenario  

CPS: 3.2oC

STEPS: 2.7oC

SDS: 1.75-2oC

Җнϲ/2°C-2.7°C 2.7°C-3.2°C җоΦнϲ/

SDS STEPS CPS
LƴǎǳǊŜǊǎΩ ǇƻǊǘŦƻƭƛƻ

Market benchmark

2) Scenario Alignment ïProduction Volume Trajectory
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Analysis Results
- Exposure 
- Peer comparison 
- Alignment 

- Fossil Fuels 
- Power
- Automotive
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Summary
ÅLƴǎǳǊŜǊǎΩ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴ нлмф ƘŀŘ ƳŜŀƴƛƴƎŦǳƭ ŜȄǇƻǎǳǊŜ ǘƻ ŎŀǊōƻƴ 

intensive sectors.  

ÅThe five-year forward-ƭƻƻƪƛƴƎ ŎŀǇƛǘŀƭ Ǉƭŀƴǎ ƻŦ Ƴƻǎǘ ƛƴǎǳǊŜǊǎΩ 
investee companies in these sectors were not Paris-aligned, 
Åexcept for natural gas production, natural gas-fired power generation, and 

electric vehicle production.  

ÅLƴǎǳǊŜǊǎΩ ǇƻǊǘŦƻƭƛƻǎ ƻŦǘŜƴ ƭŜǎǎ tŀǊƛǎ-aligned than market 
benchmarks 
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Investment Exposure 
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Distribution of Investments in PACTA Sectors
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Holdings in Fossil Fuel Production
Corporate Bonds

Holdings in Fossil Fuel-Based Power Generation

Equities
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Coal Mining ïProduction Volume Trajectories

Җнϲ/2°C-2.7°C 2.7°C-3.2°C җоΦнϲ/

SDS STEPS CPS
LƴǎǳǊŜǊǎΩ ǇƻǊǘŦƻƭƛƻ

Market benchmark



24

Natural Gas Production ïProduction Volume Trajectories

LƴǎǳǊŜǊǎΩ ǇƻǊǘŦƻƭƛƻ

Market benchmarkҖнϲ/2°C-2.7°C 2.7°C-3.2°C җоΦнϲ/

SDS STEPS CPS
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Power Sector ïTechnology Mix
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LƴǎǳǊŜǊǎΩ ǇƻǊǘŦƻƭƛƻ

Market benchmarkҖнϲ/2°C-2.7°C 2.7°C-3.2°C җоΦнϲ/

SDS STEPS CPS

Coal-Fired Power ïProduction Volume Trajectories
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Renewable Power ïProduction Volume Trajectories
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Automotive ïTechnology Mix



29

Internal Combustion Engine ïProduction Volume Trajectories
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Electric Vehicle ïProduction Volume Trajectories


