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As the potential impacts of climate change become better understood, more investors

are grappling with how to incorporate environmental considerations into their portfolios.
However, investor preferences on climate risk and sustainability are as diverse as the climate
solutions themselves.

From investors promoting green innovations to other investors cautiously integrating climate
data into risk assessments, the strategies and philosophies reflect a complex landscape.

As investors solidify their positions on climate change, they also face a crucial question: How
can they ensure their portfolio aligns with their sustainability objectives while still achieving their
financial objectives?

State Street Global Advisors’ new survey, The Climate Opportunity, highlights the diverse range
of institutional investor attitudes and the challenges they face when adopting approaches to
tackle climate change in their portfolios.

Key Drivers of
Climate Investing

The survey, based on information from more than 300 asset owners from across EMEA (“Asset
Owners”), reveals that mitigating investment risk (34%) is the main driver behind organizations
considering climate-related factors in their investment decisions. This was closely followed by
the potential for investment outperformance (29%) and compliance with new regulations (26%).

Although contributing to sustainability objectives and responding to demands from stakeholders,
such as scheme members and fund investors, were cited less frequently as primary reasons, they
remain important considerations.

Fiduciary duty also drives the integration of climate-related factors into investment decisions,
with 62% of respondents stating that their fiduciary duty mandates them to integrate
sustainability factors, including risks and opportunities, into investment decisions. Similarly, 63%
agreed that investing in climate-related themes is critical to fulfilling their fiduciary duty.

Even though creating opportunities for investment outperformance is one of the key drivers for
considering climate-related factors in investments, many investors also anticipate a potential
reduction in returns.

The survey found 41% of respondents identify potentially lower returns and/or higher volatility
as the main challenge or concern their organization encounters when investing in or offering
climate-related investment strategies, making this the most frequently cited risk.

Despite these concerns, many investors continue to express an interest in climate change
investing. This suggests that they may either be willing to accept lower returns to reduce the
impacts of climate change or remain hopeful that such investments will yield better performance
over the longer term.
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Forward-Looking Forward-looking metrics refer to indicators and measures that help assess a company’s future

Metrics performance in terms of sustainability and risks and opportunities attributed to climate change.
Unlike backward-looking data which typically assesses a company’s activities in the past and
includes metrics like a company’s carbon or greenhouse gas emissions, ownership of fossil-fuel
reserves, and revenues derived from fossil-fuel related activities, these forward-looking metrics
offer insights into how a company is expected to perform based on its strategies, policies, and
practices and the risks and opportunities arising from climate change that these present.

They also enable investors to better measure the effects of potential climate change-related
risks, such as regulatory changes or shifts in consumer preferences, which could affect future
investment performance. This is particularly crucial as more investors understand that, while
some effects of climate change are already evident, the energy transition will likely span several
decades. Therefore, we believe these metrics are crucial for assessing long-term trends and
preparing for the future.

Even though the market is increasingly recognizing the importance of forward-looking metrics,
integrating accurate metrics remains a challenge. According to the survey, 40% of respondents
reported that difficulty in obtaining high-quality climate-related data is a main concern. Meanwhile,
another 40% cite the complexity of measuring the actual impact of investment as a challenge.

Overcoming these challenges and developing effective, accurate forward-looking metrics to
guide investment decisions will be unique to each organization as there is no one-size-fits-all
approach to incorporating sustainability data into security selection, risk monitoring, or reporting.

Also, there is no single person within an organization that possesses all the knowledge and skills
required to implement an effective sustainability strategy while meeting a wide variety of needs.

However, not everyone considers forward-looking metrics to necessarily be an issue. According to
the survey, 45% of respondents believe that the existing climate-related metrics are fit for purpose
when it comes to the needs of Asset Owners. These existing metrics may include rating frameworks
like the Global Reporting Initiative or the Task Force on Climate-related Financial Disclosures.

Meeting Investors’ As asset owners gain a clearer understanding of the risks and opportunities associated with
Different Needs climate change, and how to integrate these within their portfolios, many are turning to asset
managers for climate expertise.

Each investor will adopt a different approach to climate investing, driven by his or her individual
preferences and goals. State Street Global Advisors is here to help by interpreting and activating
solutions based on each investor’s specific needs and approach.

The Climate A State Street Global Advisors study of EMEA-based asset owners’ integration of climate
Opportunity considerations into investment decisions. Read the full report here.

To explore how State Street Global Advisors can support your climate investment efforts, please

visit us, contact your relationship manager, or email us at SSGA Insights to discover how we
can help.
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About State Street
Global Advisors

For four decades, State Street Global Advisors has served the world’s governments, institutions,
and financial advisors. With a rigorous, risk-aware approach built on research, analysis, and
market-tested experience, we build from a breadth of index and active strategies to create
cost-effective solutions. As pioneers in index and ETF investing, we are always inventing new
ways to invest. As a result, we have become the world’s fourth-largest asset manager* with

US $4.37 trilliont under our care.

* Pensions & Investments Research Center, as of December 31,2023.
t This figure is presented as of June 30,2024 and includes ETF AUM of $1,393.92 billion USD of which approximately $69.35
billion USD is in gold assets with respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC

(SSGA FD) acts solely as the marketing agent. SSGA FD and State Street Global Advisors are affiliated. Please note all

AUM is unaudited.
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Important Information

In partnership with FT Longitude, part of the
Financial Times Group. This study was
conducted in May of 2024 via an online survey
instrument (n=330) and qualitative telephone
interviews (n=2). Respondents were limited to
senior leaders and Chief Investment Officers
who are directly involved in ESG investment
decisions at Pension Funds, Sovereign Wealth

Funds, Endowments, and Insurance companies.

Investing involves risk including the risk of
loss of principal.

The information provided does not constitute
investment advice and it should not be relied
on as such. It should not be considered a
solicitation to buy or an offer to sell a security.
It does not take into account any investor’s
particular investment objectives, strategies,
tax status or investment horizon. You should
consult your tax and financial advisor.

Allinformation is from SSGA unless otherwise
noted and has been obtained from sources

believed to be reliable, but its accuracy is not
guaranteed. There is no representation or
warranty as to the current accuracy, reliability
or completeness of, nor liability for, decisions
based on such information and it should not
be relied on as such.

The information contained in this
communication is not a research
recommendation or ‘investment
research’and is classified as a ‘Marketing
Communication’ in accordance with the
Markets in Financial Instruments Directive
(2014/65/EV) or applicable Swiss
regulation. This means that this marketing
communication (a) has not been prepared
in accordance with legal requirements
designed to promote the independence of
investment research (b) is not subject to
any prohibition on dealing ahead of the
dissemination of investment research.

This communication is directed at professional
clients (this includes eligible counterparties as
defined by the appropriate EU regulator) who
are deemed both knowledgeable and

experienced in matters relating to investments.
The products and services to which this
communication relates are only available to
such persons and persons of any other
description (including retail clients) should not
rely on this communication.

The views expressed are the views of the State
Street Global Advisors Sustainable Investing
Strategy Team through August 12, 2024, and
are subject to change based on market and
other conditions. This document contains
certain statements that may be deemed
forward-looking statements. Please note that
any such statements are not guarantees of
any future performance, and actual results
or developments may differ materially from
those projected.

The returns on a portfolio of securities which
exclude companies that do not meet the
portfolio’s specified sustainable investment
criteria may trail the returns on a portfolio of
securities which include such companies. A
portfolio’s sustainable investment criteria may
result in the portfolio investing in industry

sectors or securities which underperform the
market as a whole.

The whole or any part of this work may not be
reproduced, copied or transmitted or any of its
contents disclosed to third parties without
SSGA's express written consent.

The above targets are estimates based on
certain assumptions and analysis made by
State Street Global Advisors. There is no
guarantee that the estimates will be achieved.

The trademarks and service marks referenced
herein are the property of their respective
owners. Third party data providers make no
warranties or representations of any kind relating
to the accuracy, completeness or timeliness of
the data and have no liability for damages of any
kind relating to the use of such data.
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