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Climate-Aware Investing in Global Public Equities 

Alpha and Beta Climate-Aware Opportunities in Global Equities 
• The materiality and complexity of the transition are supportive of an active investment approach. 

– Climate-centric active strategies fall under three main categories 

• Decarbonization/natural resources efficiency excellence at a reasonable price 

• “Brown-to-Green” 

• Climate Solutions Leaders 

• The systemic nature of the transition also makes it a candidate for integration in the strategic asset allocation using 
systematically implemented and scalable “passive” indices. 

– There is a variety of climate-aware indices with different objectives 
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Agenda

Climate-Aware Investing in Global Public Equities 

I What asset owners are saying about Sustainable Investment 

II Energy transition and growth of the global green economy 

III Designing indexes that incorporate the transition to a low carbon economy 

FTSE Russell 
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CORPORATE 

Climate-Aware Investing in Global Public Equities 

2024 FTSE Russell Global Survey of Asset Owners on Sustainable Investments 

• What? Early look at key findings… 
• Online survey covering 
Sustainable Investment topics 

1) Nearly three-quarters (74%) of respondents say that they are implementing or 

evaluating Sustainable Investing as part of their investment strategy. 

• Where? – Regionally, the Americas score remains in an up-trend and is now on par with 

the global average (72% Americas vs 74% Global), which is lower year-over-• Global (15 countries represented this year) 
year (80% in 2023)

• Survey offered in English, Japanese, and 
Mandarin 

2) In the Americas, the impact of climate risk on investment performance is now a 

• When? primary concern for three-quarters (75%) of respondents. 

• March 4 – April 8, 2024 
3) Sustainable Investing is still being implemented with a hybrid approach including 

• Who? actively managed strategies and passive index strategies but for the first-time, the 

• 303 asset owners with assets under share of passive implementations now exceeds the share of active strategies. 
management totaling US$9.2 trillion 

• Regional response breakdown: 

• 93 Americas 

• 104 EMEA 

• 106 Asia Pacific 
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CORPORATE 

Climate-Aware Investing in Global Public Equities 

What is the Green Economy? 

• FTSE Russell Green Revenues Classification System 

– 10 Sectors - 64 Subsectors – 133 Micro Sectors 

133 Micro Sectors 

FTSE Russell 
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Climate-Aware Investing in Global Public Equities 

The Green Economy is Big, Diverse, and Growing 
Technology 

9.9 

9.1 

7.2 

5.7 

4.2 

4.1 

3.9 

2.9 

2.8 

2.5 

2.4 

2.4 

2.3 

1.8 

1.7 

1.7 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

     

       
     

       

        

  

        

         

  

    

    

        

    

          

 

       

     

       

    

 

   

  

 

 

 

  

    

   

 

 

 

   

   

 

   

     

 

   

             

                      

                    

 
 

 

 
 
 

 

 

 

 

 

 

 

  

 
 

 

 
 
 

 

 

 

 

 

 

 

  

20.5 
• With a US$7.2 trillion market capitalization, 

approximately 10% of all listed equities – the Green 

Economy has doubled in size since the Paris 

Agreement in 2015 

• If considered as a standalone sector the Green 

Economy would be the 4th largest sector in the 

global equity markets 

• The green economy is diverse 

– more than 3,500 listed companies 

– About one-third of traditional sectors derive 10% of 

more revenues from green products/service 

• The green economy is growing faster than the rest of 

the market 

– Green market cap 10-year CAGR of 13.8% 

versus 8.3% for global equity markets 

– Green revenue 10-year CAGR of 7.6% CAGR 

versus 5.3% global equity markets 

0 5 10 15 

Market Capitalisation (US$ trillion) 
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Energy 

Financial Services 

Food, Beverage and Tobacco 
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Automobiles and Parts 

Travel and Leisure 

Basic Resources 

Construction and Materials 

Personal Care, Drug and Grocery Stores 

Chemicals 

Media 

1.6 

1.5 

1.4 

1.1 

20 25 

FTSE Russell 

Note: Green Revenue weighted market capitalization, calculated by aggregating market capitalization multiplied by company green 

revenues. Based on the latest green Revenues data (financial year 2022 or 2023) and the free float market capitalization as of April 2024. 

Source: FTSE Russell Green Revenues data as of April 2024. LSEG Free Float Capitalization data as of April 2024. 9
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CORPORATE 

Climate-Aware Investing in Global Public Equities 

Green Economy Growth Projections 

• Aligning the global economy with a 1.5oC trajectory implies a doubling in size of the Green Economy by 

2030, to represent approximately 20% of global equities’ market capitalization. 

40% 

35% 

24.7% 

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 

1.5 ̊C 
30% 

25% 

20% 

15% 
NDCs 

10% 

5% 

0% 
2049 2050 

FTSE Russell 
Current 1.5°C pathway Nationally Determined Contributions (NDCs) pathway 

Source: FTSE Russell, As of September 2022. FTSE All World was used as the reference portfolio. 10 



     

    
 

     

       

      

        

 

       

       

       

  

       

     

          

 

     

        

 

                           

  

 

      

 

        
       

       
   

 

 

 

 

  

 

      

 

        
       

       
   

 

 

 

 

  

CORPORATE 

Climate-Aware Investing in Global Public Equities 

400 Figure 1. Performance of the green economy vs the broad market 
Historical Performance of the 
Green Economy 

• The FTSE Environmental OpportunitiesAll Share 

index, composed of all public companies with 20% 

or more Green Revenues, outperformed global 

equity markets by 82% since its inception in 

2008 (fig.1). 

• The Green Economy has outperformed all Sectors 
except Technology over the last 10 years, buoyed 

by the performance of the energy efficiency 
green sector (fig.2). 

• Geographically, the US has been the best 

performing geography of the green economy. 
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Figure 2. Performance by green sector 

FTSE Russell 

EO Energy Efficiency EO Renewable Energy EO Waste & Pollution EO Water 

Source: FTSE Russell - data based on period from Jan 2008 - Jan-24. Past performance is no guarantee of future results. Please see the final page for 

important legal disclosures. 
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CORPORATE 

Climate-Aware Investing in Global Public Equities 

The design & use of climate indices is constantly evolving 

• Investor needs have grown in sophistication, from low carbon benchmarks to “net zero” outcomes 

Risk Premia 

+ Net Zero 

pathways 

+ TPI + TPI 

Management Carbon + Green 
Quality Performance revenues 

Carbon Fossil fuel 

emissions reserves 

ITR 

Just 
transition 

Low carbon Managing climate risk & Integrating forward-looking 
FE Russell “Net zero” outcomes …and beyond? 

benchmarks opportunity metrics 
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CORPORATE 

Climate-Aware Investing in Global Public Equities 

FTSE Russell 

Transition 
Pathway 
Initiative (TPI) 

Unique partnership with 
TPI ensures data and 
index design informed 

by leading asset 
owners 

HIGHLY CREDIBLE, ASSET OWNER CREATED 

AND LED ORGANISATION 

• Founded in 2015 by a global group of asset 

owners 

• By 2024: 151 investor supporters globally, 

representing ~$60tn trillion combined assets 

under management and advice 

INDEPENDENCE & ACADEMIC RIGOUR 

• TPI tool hosted by the highly-respected 

Grantham Research Institute on Climate 

Change and the Environment (London 

School of Economics) 

DATA DRIVEN & OPEN SOURCE 

• TPI tool is publicly available 

• Allows investors to benchmark corporate 

activities on climate 

• Management of emissions & low-carbon 

transition risks/opportunities 

SUPPORTS KEY GLOBAL INITIATIVES 

• Aligned to global disclosure requirements 

• 700 investors with over US$68 trillion in 

combinedAUM use TPI data in the CA100+ 

initiative 

Source: FTSE Russell, TPI, CA100+ 14 



     

     
       

             

  
      

     
  

  
 

   

   

 
 

     
     

 

  

 

  

 

  

  

 

 
    

      

     

  

     

       

  

 

 

   
 

 

     

    
 

 

   

 

 

 

   
 

 

     

    
 

 

   

 

 

CORPORATE 

Climate-Aware Investing in Global Public Equities 

FTSE TPI Climate Transition Index framework 
• Customizable framework for integrating “climate transition” into indexes 

• Unique partnership with TPI ensures data and index design informed by leading asset owners 

Index tracking 
investment 

Clear climate 
transition 
outcomes 

• Designed for use as broad market, 
passive equity and fixed income 
portfolio building blocks 

• Reduce climate risk exposures 

• Increase exposure to transitioning 
companies 

Investor 
engagement tool 

• Potential for signalling 2DC transition 
progress / performance to constituent 
companies 

Climate 

transition data 

inputs 

Risk 

management 

considerations 

Methodology 

Green Revenues 

Fossil Fuel Reserves 

Carbon Emissions 

TPI Management Quality 

TPI Carbon Performance 

Risk constraints ensure investability and 

diversification by e.g. neutralize risk premia 

exposures, manage turnover, cap Industry & 

Geography active share 

FTSE Russell’s tilting methodology: adjusts 

constituent weights based on climate data and 

investment risk considerations. 

FTSE Russell 15 
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CORPORATE 

Climate-Aware Investing in Global Public Equities 

FTSE TPI Climate Transition Index Framework 
Targeted metrics for incorporating transition readiness through tilts to stock weights 
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Overweight companies engaged in the transition to a green economy 

Underweight companies with fossil fuel reserves 

Over or underweight companies according to their GHG emissions 

Over or underweight companies according to their management quality 

(“climate governance”) 

Over or underweight companies according to their carbon performance 

(“2DC/Below 2DC pathways”) 
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Climate-Aware Investing in Global Public Equities 

Asset Owner Adoption 
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CONFIDENTIAL – FOR INTENDED PARTICIPANTS ONLY 

Climate-Aware Investing in Global Public Equities 

Thank you 
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Climate-Aware Investing in Global Public Equities

Disclaimer 

© 2023 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group ). The LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank Russell 

Company ( Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE Canada”), (4) FTSE Fixed Income Europe Limited 

(“FTSE FI Europe”), (5) FTSE Fixed Income LLC (“FTSE FI”), (6) The Yield Book Inc (“YB”) and (7) Beyond Ratings S.A.S. (“BR”). All rights reserved. 

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB and BR. “FTSE®”, Russell® , “FTSE Russell® , “FTSE4Good®”, “ICB®”, “The Yield 

Book®”, Beyond Ratings® and all other trademarks and service marks used herein (whether registered or unregistered) are trademarks and/or service marks owned or licensed by the 

applicable member of the LSE Group or their respective licensors and are owned, or used under licence, by FTSE, Russell, FTSE Canada, FTSE FI, FTSE FI Europe, YB or BR. FTSE 

International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator. 

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group, from sources believed by it to be accurate 

and reliable. Because of the possibility of human and mechanical error as well as other factors, however, such information and data is provided “as is” without warranty of any kind. No 

member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation whatsoever, expressly, or 

impliedly, either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be obtained from the use of FTSE Russell products, including but not 

limited to indexes, data and analytics, or the fitness or suitability of the FTSE Russell products for any particular purpose to which they might be put. Any representation of historical data 

accessible through FTSE Russell products is provided for information purposes only and is not a reliable indicator of future performance. 

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage in 

whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, analysing, 

editing, transcribing, transmitting, communicating, or delivering any such information or data or from use of this document or links to this document or (b) any direct, indirect, special, 

consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in advance of the possibility of such damages, resulting from the use of, or inability to 

use, such information. 

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this document should be taken as 

constituting financial or investment advice. No member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any representation regarding the 

advisability of investing in any asset or whether such investment creates any legal or compliance risks for the investor. A decision to invest in any such asset should not be made in 

reliance on any information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell or hold that asset nor confirmation that 

any particular investor may lawfully buy, sell or hold the asset or an index containing the asset. The general information contained in this publication should not be acted upon without 

obtaining specific legal, tax, and investment advice from a licensed professional. 

The information contained in this report should not be considered “research as defined in recital 28 of the Commission Delegated Directive (EU) 2017/593 of 7 April 2016 supplementing 

Directive 2014/65/EU of the European Parliament and of the Council (“MiFID II”) and is provided for no fee. 

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual trading 

of investable assets. Certain returns shown may reflect back tested performance. All performance presented prior to the index inception date is back tested performance. 

Back tested performance is not actual performance, but is hypothetical. The back test calculations are based on the same methodology that was in effect when the index was officially 

launched. However, back tested data may reflect the application of the index methodology with the benefit of hindsight, and the historic calculations of an index may change from month 

to month based on revisions to the underlying economic data used in the calculation of the index. 

This document may contain forward looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be inaccurate. Such 

forward looking assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No member of the LSE Group 

nor their licensors assume any duty to and do not undertake to update forward looking assessments. 

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, 

without prior written permission of the applicable member of the LSE Group. Use and distribution of the LSE Group data requires a licence from FTSE, Russell, FTSE Canada, FTSE FI, 

FTSE FI Europe, YB, BR and/or their respective licensors. 

About FTSE Russell (LSEG) 

FTSE Russell is a leading global provider of index and benchmark solutions, 

spanning diverse asset classes and investment objectives. As a trusted 

investment partner we help investors make better informed investment 

decisions, manage risk, and seize opportunities. 

Market participants look to us for our expertise in developing and managing 

global index solutions across asset classes. Asset owners, asset managers, 

ETF providers and investment banks choose FTSE Russell solutions to 

benchmark their investment performance and create investment funds, ETFs, 

structured products, and index based derivatives. Our clients use our solutions 

for asset allocation, investment strategy analysis and risk management, and 

value us for our robust governance process and operational integrity. 

For over 35 years we have been at the forefront of driving change for the 

investor, always innovating to shape the next generation of benchmarks and 

investment solutions that open up new opportunities for the global investment 

community. 

To learn more, visit lseg.com/ftse-russell; email info@ftserussell.com; 

or call your regional Client Service team office: 

EMEA 

+44 (0) 20 7866 1810 

North America 

+1 877 503 6437 

Asia Pacific 
Hong Kong: +852 2164 3333 
Tokyo: +81 3 6441 1430 
Sydney: +61 (0) 2 7228 5659 

http://lseg.com/en/ftse-russell
mailto:info@ftserussell.com


     

     

             

                 

  

             

             

              

        

              

            

    

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Climate-Aware Investing in Global Public Equities 

CalPERS FTSE Climate Transition Index (CTI) 

• CalPERS collaborated with FTSE Russell on the customized CalPERS FTSE Climate Transition Index (CTI). 

• CTI is a rules-based, scalable alternative to capitalization-weighting, aiming to capture the equity risk premium in a 

climate- resilient manner. 

• CTI provides significantly higher exposure to climate solutions, enabling the transition and substantially 

improving portfolio carbon footprint by systematically focusing on carbon efficiency leaders within each 

industry. 

• CTI favors companies with projected emission intensity trajectories aligned with scenarios consistent with global 

warming below 2 degrees Celsius, especially in high-emitting sectors. 

• The index integrates both climate and traditional financial metrics to systematically score constituents, ensuring 

climate resiliency without compromising expected performance, a crucial consideration for us as fiduciaries. 

• CalPERS has made an initial allocation of approximately $5 billion or 1% of the Total Fund into CTI. Staff will monitor 

the strategy to ensure consistency with the underlying thesis and performance expectations. The allocation to CTI will be 

revisited in the context of the Fund’s 2025 ALM. 
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