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John Pearce
Chief Investment Officer

Message from the
Chief Investment
Officer
Welcome to the third edition of Climate risk and our
investments.

While COVID-19 is the subject of the year, it will pass, as pandemics do.
Climate change will then reassert itself as the key issue of our times, and
UniSuper’s Board and Management are committed to ensuring that we
adopt a leadership position in the industry. The Board recently approved
a position statement on climate change, which is available on our website.
Various sections are repeated in this document, and the position statement
is underpinned by a set of guiding beliefs and principles.
At the core of our position on climate change is the acceptance of the
scientific consensus that human activity is a significant contributor to
the warming of the planet. Global warming represents a long-term risk
to economic growth and, by extension, the retirement outcomes of our
members. The Paris Agreement of 2015 committed its signatories to a set
of actions that would limit the rise in temperature to well below 2 degrees
Celsius above pre-industrial levels by the second half of the century.
Accordingly, UniSuper fully supports the Paris Agreement and we intend
to play our part in ensuring that Australia fulfills its commitments as a
signatory. From this fundamental basis arise the following beliefs and
principles:
• The totality of our actions will be consistent with the ultimate goals of the
Paris Agreement—in particular, targeting net-zero emissions by 2050.
• Decarbonisation will be a pervasive theme for at least the next decade. It
is both essential and inevitable. This will involve a much greater share of
renewables as a baseload energy source and a phasing out of fossil fuels.
• Factoring the decarbonisation theme in our investment considerations is
consistent with our legal responsibilities and is aligned with our Trustee’s
duty to comply with the sole purpose test to provide benefits to our
members when they retire.
• As a fund represents the aggregation of debt and equity held in
companies, the greatest impact we have is owning stakes in companies.
Ownership provides us with scope to directly influence companies
through engagement or exercising our voting rights. Divestment of
ownership, while always an option, is more likely to reduce the influence
we have over companies.

Climate risk and our investments
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MESSAGE FROM THE CHIEF INVESTMENT OFFICER

The overarching aim of this report is to provide our
members with a level of comfort that we’re on top of
the risks and opportunities posed by climate change in
a world that is decarbonising. To this end the document
covers:
• the various strategies we employ that align us with
the Paris Agreement
• an outline of the major physical and transition risks
in our portfolios
• an attempt to transparently report on the carbon
footprint of our investment options.
We believe this report improves on the previous
edition, with more specific information on progress
against targets. In this regard, we ask you to be
mindful of the constraints we operate under. A fund
simply represents an aggregation of equity (or debt)
holdings in companies. Currently, only around 65% of
companies represented in global indices report on their
emissions. Furthermore, reporting is not uniform, so
like-for-like aggregation isn’t always possible—even for
those companies that do report. So, while we are trying
to be as transparent as possible, the result will be less
precise than we would like, due to information gaps. It’s
our hope and expectation that, over time, all companies
will be reporting on emissions and target reductions
in a manner consistent with the Taskforce for Climaterelated Financial Disclosures (TCFD).
The ultimate target—which sees a convergence across
countries, companies and funds—is net-zero by 2050.
Encouragingly, we’re seeing a steady increase in the
number of companies formally committing to net-zero
by 2050. However, the commitment often comes
with a caveat, in that many companies concede that
the path to get there is impossible to accurately plot.
Nevertheless, as more companies commit to Paris and
standardised reporting, so too will funds be able to
commit to a more definitive path. Notwithstanding the
current lack of a definitive path, we still need to satisfy
ourselves and our members that the actions we take,
and the targets we set, clearly demonstrate that we’re
heading in the right direction.

Taskforce for Climate-related
Financial Disclosures
The TCFD is an initiative developed by
the Financial Stability Board* to develop
voluntary, consistent climate-related
financial risk disclosures for use by
companies in providing information to
investors, lenders, insurers and other
stakeholders. In 2017, guidelines were
published, and since then there have been
high levels of support, with thousands of
companies using the guidelines to frame
their approach to climate-related risks.

Paris Agreement
The Paris Agreement brings together
all signatory nations to combat climate
change and adapt to its effect. The central
aim of the Paris Agreement is to limit
global temperature rise to well below
2 degrees Celsius above pre-industrial
levels, and to pursue efforts to limit the
temperature increase even further to 1.5
degrees Celsius.
While there are several pathways to
demonstrate alignment, our targets
encourage the following ambition:
In order to achieve a well below 2-degrees
ambition, global emissions need to fall
by 45% by 2030, and be net-zero carbon
by 2050. We aspire to a world where, by
2050, having a net-zero portfolio will not
place undue constraints on our investment
universe, as the global economy has met
this ambition.

John Pearce
Chief Investment Officer

An international body that monitors and makes recommendations promoting international financial systems.

*
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What we’ve achieved
and where we’re going
Our commitment to the future
MEASURE

TARGETS

COMMENT/STATUS

Thermal coal exclusion

• Exclusion of companies generating
greater than 10% of their revenue
from the extraction of thermal coal

Completed for internal and
passive holdings

Company engagement

• Engaging with all Portfolio
Companies* once a year
• All Portfolio Companies have
Paris-aligned targets by end of 2021

FY20 – met with 45 of 50
Portfolio Companies

Carbon footprint of key options

• Carbon intensity of all diversified
options (including the Defined
Benefit Division) below the
benchmark

Meeting target

Incorporate shadow carbon price

• Apply carbon price of US$50/t when
analysing material investments that
we expect to hold for the medium to
long term

First cut of analysis completed

Target net-zero emissions
for specific portfolios where
practical before 2050

• Unlisted property
• Unlisted infrastructure

95% of unlisted property
expected to be net-zero by 2030
or earlier

*Portfolio Companies are our material Australian investments

34 of 50 Portfolio Companies
meeting target

Climate risk and our investments
WHAT WE’VE ACHIEVED AND WHERE WE’RE GOING

We’ve been committed to managing climate risks
for a long time
2000

Sustainable High Growth option introduced

2001

UniSuper became a founding member of Australian Council of
Superannuation Investors (ACSI) for top 50

2004

Public reporting on proxy voting activity

2006

Appointed full-time ESG manager

2007

First briefing to the UniSuper Board regarding climate change risk

2007

Sustainable Balanced option introduced

2008

Assessed the carbon exposure of listed equities portfolios on a
monthly basis over a two-year period (found to be more carbon
efficient than the benchmark)
Joined the Investor Group on Climate Change (IGCC)

2009

Assessed the impact of a carbon pricing mechanism on the most
carbon intensive companies in the ASX 100

2011

Participated in the Australian Institute of Superannuation Trustees
(AIST)/Trucost carbon exposure study (found to be more carbon
efficient than the benchmark)

2012

Engaged with unlisted property and infrastructure investment
managers to understand how climate change might impact those
assets and the implications of a carbon pricing mechanism

2012

Introduced the Global Environmental Opportunities Option

2014

Carbon footprinting assessment (found to be more carbon efficient
than the benchmark)
Screened fossil fuel producers and explorers from our two
Sustainable Options
Cornerstoned the first AUD denominated World Bank Green Bond
issue in Australia

2015

Assessed portfolios to understand exposures to fossil fuels and
stranded assets

2016

Assessed the physical resilience of our portfolio to climate change

2017

Carbon footprinting assessment (found to be more carbon efficient
than the benchmark)
Assessed portfolios to understand exposures to fossil fuels
Engaged with all property and infrastructure investments to
understand how climate risk is managed
Prepared and submitted low carbon registry information to the
Investor Coalition on Climate Change (via the IGCC)

2018
2019
2020

Published inaugural Climate Risk Report
Joined the Climate Action 100+
Published 2nd Climate Risk Report
Set decarbonisation targets
Joined Climate League 2030
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Governance
While climate risk is ultimately an investment risk, the UniSuper Board sets our tone and the direction of our
approach. We’ve always had a strong ESG focus, and climate change risk and decarbonisation are becoming
increasingly important considerations. The key performance indicators (KPIs) of the Chief Investment Officer (CIO)
and investment leadership team make specific reference to alignment with the goals of the Paris Agreement.

ENTITY

RESPONSIBILITY

The Board

• Ultimate responsibility for ensuring that UniSuper discharges its duties as
a trustee.
• Approved position statement on climate change committing, among other
things, that UniSuper will aim for total fund net-zero emissions by 2050.

Investment committee

• Sub-committee of the Board chaired by an independent director of
the Board.
• Approves risk parameters for all portfolios.
• Oversees management approach to investments, including incorporation
of sound ESG principles.
• Ensures the totality of the investment team’s portfolio decisions are
aligned with the goals of the Paris Agreement.

Investment team

• Led by the CIO, empowered and accountable for implementation of
all investment strategies approved by the Board, and overseen by the
Investment Committee.
• The CIO has formal accountability to ensure all of the Fund’s investment
activities are aligned to the Paris Agreement.

ESG team

• Dedicated team within the investment team, focused on environmental,
social and governance considerations to drive positive outcomes.

Climate risk and our investments
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GOVERNANCE

CHAIR OF THE BOARD

CHAIR OF THE INVESTMENT
COMMITTEE

Geoffrey Ian Martin AM

Mark Armour

BEc (Hons), Adv Diploma, AICD
FAICD Chairman
Appointed to the Board as an
Independent Director on 18 April
2013 and elected as Chairman on
1 July 2017.

BEc (Hons)
Appointed to the Board as
an Independent Director on
1 July 2017.

“UniSuper is fully
supportive of the
Paris Agreement and
intends to play its
part in ensuring that
Australia fulfills its
commitments as a
signatory.”
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Aligning with the
Paris Agreement
In line with our status as a leading super fund, we aim to adopt a
leadership position in the industry as we transition to a low-carbon
world. Accordingly, this position statement outlines the scope of our
commitments in the following areas:
• Portfolio construction and related activities
• Company engagement
• Collaboration with climate-focused groups
• Member investment choice and communications

Climate risk and our investments
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ALIGNING WITH THE PARIS AGREEMENT

Portfolio construction and
investment
As a long-term investor, it’s incumbent upon us to
recognise the physical risks posed by climate change,
and the transitional risks and opportunities arising
from decarbonisation. A prudent approach to portfolio
management will involve avoiding assets that are most
likely to be stranded. It will also involve being aware of
the risks of owning high emitters in a world that may
require a faster transition to carbon neutrality than
currently forecast. In such a scenario, carbon emitters
will likely be required to pay for negative externalities.
Therefore, as key tenets of our portfolio construction
and associated activities, we will:
• exclude investments from actively managed inhouse portfolios, those companies generating more
than 10% of revenue from the production of thermal
coal
• extend that thermal coal exclusion to passively
managed index portfolios (where practical)
• seek aligned views on stranded assets with external
managers, prior to their appointment
• incorporate a shadow carbon price when analysing
and valuing material investments that we expect to
hold for the medium to long term.
Ultimately, we’re aiming for a carbon-neutral fund
by 2050, and where we believe it possible to achieve
this goal in a shorter period (for specific portfolios),
we’ll strive to do so. We’re currently targeting net-zero
emissions for our direct property and infrastructure
portfolios by 2030. In the medium term, we’re also
aiming for our key diversified portfolios (including
the default Balanced option and the Defined Benefit
Division) to have a carbon footprint lower than the
market benchmark. The final section of this report
looks more closely at the carbon footprint of our
investment options.

INVESTING IN ‘GREEN’ THEMATICS
Companies are responding to the opportunities
presented by climate change through green products
and activities in multiple sectors—such as plantation
timber, renewable energy, energy efficiency, water and
waste management and green buildings.
On a look-through basis, 5% of our investments
are in green products and activities. Members can
invest directly in many of these companies through
our Global Environmental Opportunities investment
option. Our Listed Property option has a high exposure
to green buildings, while our Sustainable Balanced
option invests in Green Bonds. In addition, many of
our property investments, plus Aquasure (Victorian
desalination plant) and timber plantations in Victoria
and New Zealand, provide environmental benefits and
will assist with resilience in a changing climate.

CARBON MARKETS
Over the last year, in addition to more
companies setting net-zero targets, we’ve
seen a rapid increase in the use of carbon
offsets. We view the use of offsets as an
important tool which supplements, but
should not replace, investment in energy
efficiency and renewable energy to reduce
carbon footprints.
To increase our internal understanding
and knowledge of carbon offsets
and markets both in Australia and
internationally, we’ve engaged with
the manager of our timber plantations,
solutions provider Tasman Environmental
Markets, and have listened to the Carbon
Conversations series provided online by
the Carbon Markets Institute.
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Company engagement
Ultimately, achieving a net-zero emissions target for the
fund will require Portfolio Companies (in aggregate) to
also set targets aimed at achieving the same goal. As a
large investor in the Australian share market, we’re in a
position to influence the companies in which we invest.
Our influence is typically strongest when we’re dealing
with companies held in our Australian portfolios,
managed by our in-house team. Our ability to vote on
company resolutions is reinforced by direct and regular
engagement with company management and boards.
Regarding climate change, our expectations of the
companies we invest in include:
• a proactive approach to reducing emissions aligned
with the Paris Agreement
• an understanding of the climate risks embedded in
their assets/businesses
• transparent disclosure explaining their activities
and actions.
We’re looking for all our Portfolio Companies to
set Paris-aligned operational targets by the end of
2021. In particular, we’ve set ourselves the target for
all our Portfolio Companies—our major holdings in
Australian companies where our active engagement
has influence—to have net-zero operational emissions
before 2050 (refer to the ‘Carbon footprint’ section
on page 26 for information on carbon emissions) or
Science Based Targets, or at least a 45% emissions
reduction by 2030.

If we’re dissatisfied with how a company responds to
our engagement, escalation strategies we can employ
include:
• continued engagement, both individually and
collectively through ACSI and CA100+ (where
relevant) and other peer funds with similar
ambitions to advocate for greater ambition
• supporting shareholder resolutions
• voting against company director(s), or remuneration
reports
• divesting (this is usually our last resort).

MEASURING PROGRESS
On page 12-13 you can see how our
Portfolio Companies are tracking against
our objectives.
We have met with all of the companies
on this list and are pleased with how
well our targets have been accepted by
these companies. Importantly, 33 out of
these 50 companies meet our short term
objectives.
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Case study:
GPT Group - getting to net-zero
Our targets focus on the view that decarbonising our economy will be a key investment theme
for at least the next decade. We look to companies to decarbonise, and at the technologies and
solutions that will help them get there. There are four aspects to decarbonisation, and GPT—a
Real Estate Investment Trust (REIT)—demonstrates how companies are on the way to achieving
net-zero ambitions.
1.

AVOID EMISSIONS

• Travel less: use video conferencing instead of flying between cities.
• Substitute materials: e.g. GPT is designing a new timber-framed building, substantially lowering
the embodied carbon in the construction.
2.

USE LESS

GPT estimates that in 2019 alone, they saved $35 million in utility costs by using energy efficient
technology, compared to 2005 baseline intensities (water and electricity).
• LED lightbulbs use 75% less power than incandescent bulbs, reducing power bills.
• Control systems to ensure lights and air conditioning are switched off when offices are not in use.
3.

USE LOW- OR ZERO-CARBON FUEL SOURCES

• GPT uses green power.
• Onsite renewable electricity: GPT installed 3 MWs of renewables in 2019.
4. OFFSET OR SEQUESTER RESIDUAL EMISSIONS
• GPT uses carbon offsets through renewable energy projects to offset residual emissions.
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CARBON TARGETS OF OUR PORTFOLIO COMPANIES
PORTFOLIO COMPANY

CARBON TARGET

UNISUPER COMMENT

ANZ Banking Group

Net-zero target

On track

Macquarie Group Ltd

Net-zero target

Net-zero achieved

Commonwealth Bank of Australia

Net-zero target

On track

Westpac Banking Corp

Net-zero target

Net-zero achieved

National Australia Bank Ltd

Net-zero target

On target

Insurance Australia Group Ltd

Set greenhouse gas
reduction targets

Has committed to a range of reduction
targets

ASX Ltd

No target

Reviewing TCFD recommendataions

Bank of Queensland

No target

Reviewing current approach

Woodside Petroleum Ltd

Net-zero target

On track

Oil Search Ltd

Set greenhouse gas
reduction targets

No net-zero target. 30% reduction
by 2030.

BHP Group Ltd

Net-zero target

On track

Rio Tinto Ltd

Net-zero target

On track

Fortescue Metals Group Ltd

Net-zero target

On track

South32

Net-zero target

On track

Newcrest Mining Ltd

Set greenhouse gas
reduction targets

Has committed to a range of
reduction targets

James Hardie Industries PLC

No target

Developing sustainability report

Sydney Airport

Net-zero target

On track

Transurban Group

Net-zero target

On track

Adelaide Airport Ltd

Net-zero target

On track

Brisbane Airport Ltd

50% reduction by 2030

No net-zero target. 50% reduction by
2030 and carbon neutral growth.

Hancock Victoria Plant

Exceeds carbon neutrality

No formal targets set

Cleanaway Waste Management Ltd

Set greenhouse gas
reduction targets

Has some targets and is developing
further

Axicom (Communication Towers)

No target

Low emissions profile. Has not set
formal targets

Qube Holdings Ltd

No target

Monitors carbon intensity. Has not set
formal targets

Reliance Worldwide Corp Ltd

No target

Has not set formal targets

SEEK Ltd

No target

Low emissions profile. Has not set
formal targets.

Financials

Energy

Materials

Industrials & Infrastructure

Climate risk and our investments
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ALIGNING WITH THE PARIS AGREEMENT

PORTFOLIO COMPANY

CARBON TARGET

UNISUPER COMMENT

GPT Group

Net-zero target

On track

Scentre Group

Net-zero target

On track

Vicinity Centres

Net-zero target

On track

Goodman Group

Net-zero target

On track

Mirvac Group

Net-zero target

On track

Karrinyup Shopping Centre WA

Net-zero target

On track

ISPT Core Fund

Net-zero target

On track

AMP Capital Holdings Ltd (AWOF) Net-zero target

On track

GPT Wholesale Office Fund

Net-zero target

On track

Marrickville Metro Shopping
Centre NSW

Net-zero target

On track

ISPT 50 Lonsdale Street
Property Trust

Net-zero target

On track

7 Macquarie Place NSW

Net-zero target

On track

GPT Wholesale Shopping
Centre Fund

Net-zero target

On track

Goodman Australian Industrial

Net-zero target

On track

Malvern Central Shopping Centre

Net-zero target

On track

Real Estate

Communication Services & Information Technology

NEXTDC Ltd

Meets or exceeds carbon
neutrality

Developing programs to assist
customers to be 100% carbon neutral

Telstra Corp Ltd

Net-zero target

On track

Woolworths Group Ltd

Net-zero target + Science
Based Target

On track

Wesfarmers Ltd

Net-zero target

On track

Aristocrat Leisure Ltd

No target

No targets set

Coles Group Ltd

No target

Developing climate change strategy

JB Hi-Fi Ltd

No target

No targets set

No target

Plans to set emission reduction targets
by June 2021

Set greenhouse gas
reduction targets

Developing plan that will inform metric
and target setting

Consumer

Health Care

CSL Ltd

Utilities

APA Group
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Collaboration
As an investor, we have opportunities to create impact
through our influence on the companies we invest
in, but we can create further impact through wider
spheres of influence. We’ve been more conscious of our
advocacy with companies over the past year, and we’ll
continue to publicly advocate on climate-related issues.
We’ll be reporting more regularly on our actions and
the events in which we participate.

Service providers – we’ll be
partnering with our Custodian,
BNP Paribas Securities Services,
to develop climate-reporting
tools that will help us and other
asset owners measure and report
on climate exposures in their
portfolios. We also work with our
asset managers to extend our
engagement reach, allowing for
global influence.

Investor groups – we work
with the Australian Council of
Superannuation Investors (ACSI)
and the Investor Group on Climate
Change (IGCC) to build both
the capacity to understand and
report on climate risks, but also
to advocate for greater ambition.
Global networks, such as the Asian
Corporate Governance Association
(ACGA) and the Principles of
Responsible Investment (PRI)
allow us to learn and influence
practice in other regions.

Climate
Action

Global Investors Driving Business Transition

Climate
Action

Climate advocacy initiatives –
Global Investors Driving
Business Transition
Climate
Action
100+ which is
a global company engagement
collaboration. See the progress
being made in this initiative here climateaction100
Climate League 2030, an IGCC
initiative that brings together
investors with the common goal of
reducing Australia’s emissions by
45% by 2030.

Climate risk and our investments
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ALIGNING WITH THE PARIS AGREEMENT

Member investment choice
We understand how passionate and concerned many of
our members are about climate change. We appreciate
that some members don’t want any link with fossil fuels
and want to invest their super in strategies that avoid
companies involved in the production, generation, or
transmission of coal, oil, or gas. We offer our members
three investment options designed to avoid investments
in such companies:
• Global Environmental Opportunities
• Sustainable Balanced
• Sustainable High Growth

With more than $9 billion currently managed across
these three strategies, we’re the largest manager of
ESG-themed investment options—within super—in
Australia.
Members can choose to invest in four other investment
options (Cash, Australian Bond, Listed Property, Global
Companies in Asia). These options are fossil-fuel-free
due to the nature of their portfolio mandates, as distinct
from deliberately screening out.
Therefore, members who have an accumulation account
have a choice across the whole risk/return spectrum
if they wish to avoid fossil fuels. And as with all our
investment options, we aim to deliver competitive
returns at low cost.

High

UniSuper’s fossil-fuel-free investment option risk/return profiles

Potential return

Sustainable Balanced

Global Environmental Opportunities
Global Companies in Asia
Sustainable High Growth

Listed Property
Australian Bond
Cash
Defensive assets

Low

Growth assets
Low

Expected risk

High

The strategic asset allocations are correct as at 1 October 2020 but may change during your UniSuper membership. In particular, the Trustee may alter
the strategic asset allocation or the composition of individual asset classes from time to time to suit prevailing market circumstances. Some portion of the
allocation to international investments may be hedged against currency movements. Actual allocations will deviate from their targets, but are monitored
so they’re kept within the Trustee-approved tolerance range.
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Risk management
Climate risks and opportunities can manifest in different ways;
the main ones being physical risks (such as the effects of extreme
weather events) and transitional risks (which occur when moving
toward a lower carbon economy).

Climate risk and our investments
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RISK MANAGEMENT

Physical risks
SEVERE WEATHER EVENTS AND RISING TIDES
As temperatures rise, we’re seeing the impact of
warmer temperatures in weather patterns, and an
increased frequency of extreme weather events. While
it may be difficult to attribute a single event to climate
change, the pattern of weather events with increased
frequency and severity, has been predicted by climate
models in a warming world.
Sea levels in Australia have risen at an average of
2.1mm/year over the last 50 years (with a 6cm rise
over the last 20 years (Australian Academy of Science,
n.d.)) and they’re expected to keep rising as carbon
emissions continue to rise.
Why this exposure is significant
We’ve discussed in our reports over the last two years,
how physical risks are present in our portfolio, and
as with previous years, we’ve found our portfolio is
reasonably well-placed when it comes to physical risks.
Seventy-two percent of our holdings are in Australian
entities (companies and governments). Generally, the
economic impact of severe weather is less in Australia,
due to lower population density and higher quality
building stock and infrastructure. Lloyds City Risk index
has found that coastal Asian economies are most at
risk from natural perils.

Within Australia, insurers are most exposed to severe
weather. Approximately 1% percent of our investments
are in insurance companies. Insurers are working with
customers and government to encourage mitigation
of the risks of severe weather through projects like
improved building standards.
We’ve mapped our largest exposures to assess
risks from both severe weather and rising tides. This
assessment has found that our assets are expected to
be resilient to the physical risks of climate change.

18

Case study:
Sydney Airport
Sydney Airport represents our biggest direct exposure to rising tides. The company is addressing this risk
through its Airport Environment Strategy 2019-2024. This strategy, along with the Climate Risk Assessment and
Adaptation Plan directly considers the adaptation of infrastructure, systems and organisations in response to
a warming climate.
FUTURE PLANNING
Climate adaptation resilience is assessed to better understand the specific risks, including examining
inundation, using hydrologic modelling of future climate change scenarios. These studies will inform the specific
actions needed to minimise flood risk from extreme rainfall and coastal flooding.
CURRENT IMPACTS
Sydney Airport has a range of policies and controls in place today, which seek to reduce the impacts caused by
climate and weather issues. The Airport Emergency Plan is the main tool used to manage business continuity,
with a robust and comprehensive framework to manage incidents across the airport and minimise business and
operational disruptions—and ultimately reduce climate risk.

UNISUPER’S INVESTMENTS IN SYDNEY
APA GROUP
ASX LIMITED
GPT
Scentre Group
Sydney Airport
TRANSURBAN
Unlisted Infrastructure
Unlisted Property
Vicinity Centres

* Map based on Longitude and Latitude.
Size shows sum of UniSuper net investment as at 30/06/2020.

Climate risk and our investments
RISK MANAGEMENT

Scenario analysis
COVID learnings for climate change
Scenario analysis allows us to better understand how possible future events could impact a business’
performance. To date, we’ve analysed scenarios at a stock level, and in respect to specific risks (e.g.
our exposure to rising tides under a worst-case scenario). But considering risks in isolation doesn’t
always provide meaningful insights that will help us manage risks in our portfolios. Although COVID-19
presents differently from climate change, its global impact provides valuable insights on how our
portfolios, companies, markets and economies respond to very large stresses and limitations in
operating conditions.
LEARNINGS FROM LOCKDOWN
(Note: this doesn’t discuss the causes and health implications of COVID-19, nor any potential recovery).
The impact of COVID-19 is different from climate change in its nature and its impact on economies
and markets. COVID-19 is an acute stress on the economy, with extensive restrictions imposed on
individuals and companies for a finite period; while the impact of climate change is more chronic in
nature. But a lockdown is comparable to a severe weather event, in that the duration of a lockdown is like
a poor/slow recovery. We can learn from how policies were enacted and how companies responded to
COVID-19, and the impacts of those responses.
SUPPLY CHAIN FLEXIBILITY AND RESILIENCE
Visibility into company supply chains, sourcing and flexibility
Manufacturing sites were able to recover quickly. At the beginning of the pandemic, the early lockdowns
in China (particularly Wuhan) provided a material shock to global manufacturing supply chains. Despite
the duration and severity of this lockdown, supply chains were able to recover reasonably quickly once
restrictions were lifted.
Companies were able to source from different regions. Companies with limited inventory were
able to use alternative supply chains to meet customer demand. We’re seeing an increase in local
manufacturing (also driven by recovery policies) to improve the resilience of global supply chains.
OPERATIONAL FLEXIBILITY AND REMOTE WORK
Acceleration of virtual workspaces and online shopping
Remote working – while we don’t expect working from home to become the rule going forward, the
ability for companies to seamlessly offer services from different locations provides operational flexibility
in the case of severe weather events.
Social distancing requirements mean that the impact on office demand may be muted (office workers
will require more space).
POLITICAL RESPONSE
Governments can and will take unprecedented action to both restrict and support economies when the
impetus is strong enough.
Partisan politics will be put aside if the situation is extreme enough.
Local policies are guided by external policies and tolerance. Even within a single country, state border
shutdowns were imposed as a result of different risk standards.
It’s important to be guided by experts and science when determining the best response.

19

20

“The fuel that poses the highest stranded
asset risk is thermal coal—used for electricity
generation—because it’s at the most risk
of disruption.”

Transition risks
The fuel most at risk in the transition to a low carbon
economy is thermal coal for electricity generation. This
year, we took the step of removing pure play thermal
coal miners from our portfolio. We considered these
producers most at risk from asset stranding, where
mines are closed prior to the end of their economic life
as a result of the energy transition.
FOSSIL FUELS
Fossil fuels refer to coal, oil and gas. The extraction
(including fugitive emissions) and burning of these
fuels for electricity, transport and industrial processes
make up 88.1% of Australia’s CO2 emissions as at
March 2020 (Commonwealth of Australia, 2020).
Given the commitments of the Paris Agreement,
sectors that rely on fossil fuels are likely to be disrupted
(e.g. by renewable energy, hydrogen), have additional
costs (pollution scrubbers, carbon capture and storage)
and/or be subject to higher levels of regulation (carbon
taxes, limits on use, timed phase-outs).
Why this exposure is significant
The fuel that poses the highest stranded asset risk is
thermal coal—used for electricity generation—because
it’s at the most risk of disruption. This year, we took the
step of removing pure play thermal coal miners from
our portfolio.
Approximately half of our exposure to fossil fuels is
through gas pipelines (APA). The remaining exposure
is through oil and gas exploration and refining. Our
exposure to fossil fuel generation is very low (0.5% of
our funds under management, largely via APA’s gas
generation assets).

Our base case for oil and gas growth doesn’t assume
growth in the sector. However, the declining rate
of demand and the need to replace those assets in
decline, presents a mixed picture. When considering
likely investment cases for our investments in the
energy sector, we consider the use and alternatives of
the fuels, and the steps taken by both the company and
its supply chain to offset these emissions. For example,
metallurgical coal is used in steel manufacturing and
has few alternatives; electric vehicles and alternative
heating sources threaten oil, but the outlook for gas is
more mixed.
Investments in fossil fuel producers are likely to
decline in a carbon constrained future. These fuels will
also likely attract adverse policy developments and
disruptive technology.
Our exposure to companies involved in fossil fuels
varies at any point in time (specifically thermal coal, oil
and gas producers, and related infrastructure), based
on market movements and investment decisions for the
relevant holdings. Many of our investments in fossil fuel
companies are diversified, so on a look-through basis,
5.1% of our investments are in fossil fuels.

Climate risk and our investments
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RISK MANAGEMENT

Varanus Island, WA - image supplied by Santos Ltd

Look-through fossil fuel
exposure
COMPANY

EXPOSURE

APA Group

1.9%

Enbridge Inc

0.6%

Woodside Petroleum Ltd

0.5%

BHP Group Ltd

0.3%

Oil Search Ltd

0.2%

TC Energy Corp

0.2%

Santos Ltd

0.3%

Ampol Ltd

0.1%

Other (< $100m holding,
314 Companies)

1.0%

Total Fossil Fuel Exposure

5.1%

TOTAL FUND EXPOSURE BY FUEL

EXPOSURE (%)*

Fossil Fuel Exposure

5.1%

Thermal Coal

0.1%

Oil and Gas total

4.4%

Breakdown - by fuel type
Gas

2.5%

Oil

1.9%

Breakdown - by activity
Pipelines

2.6%

Extraction

1.3%

Refining/transformation

0.6%

Fossil fuel electricity
generation

0.5%

*Totals may not add up due to rounding

Look-through analysis
Most companies we invest in are diversified, with
multiple sources of revenue. For example, in 2020,
24% of BHP’s revenues were associated with
petroleum and coal, 48% from iron ore, and 25%
from base metals (copper, silver, lead etc). When we
consider our fossil fuel exposure, the most relevant
sectors would be petroleum and coal – so on a lookthrough basis, for every $100 we’ve invested in BHP,
$24 has fossil fuel exposure.
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Case study:
APA
Our climate targets mean that we’re seeking APA’s operational targets to be aligned with the Paris Agreement.
We note there is no guidance from either the Transition Pathway Initiative or Science Based Targets on gas pipelines specifically, so we’ll be using the oil and gas, as well as the electricity generation frameworks, to influence our
engagement with APA around what an appropriate decarbonisation strategy is for them. We note that the risks and
sources of emissions for APA’s business are different from gas extraction and production but require equally careful
consideration of the risks and opportunities.

Hydrogen
Hydrogen is being touted as having
the potential to be a zero-carbon fuel
to replace fossil fuels, where a fuel is
needed (e.g. in industrial processes).
While hydrogen has been used for several
decades, its use has been rather niche
to date. To better understand the future
plans of many of our investments—
particularly energy companies—we’ve
actively been researching hydrogen, its
potential uses and the supply chain.

Moomba, SA - image supplied by Santos Ltd
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TRANSITIONING TO A LOW-CARBON FUTURE
All companies and organisations have a responsibility
to consider the risks of climate change and to ensure
their business is resilient in a low-carbon future. The
global commitment to the Paris Agreement requires
economies to be net-zero carbon emissions by 2050,
with a 45% reduction in emissions by 2030 to limit
warming to 1.5 degrees (Intergovernmental Panel on
Climate Change, 2018).

Carbon
reduction
targets

There’s been a small increase in the number of
companies setting targets around emissions (from 77%
of our portfolio in 2019 to 80% in 2020), with roughly
a similar proportion of our portfolio using alternative
energy sources (78%).
Importantly, there’s been a significant increase in
accountability and more aggressive targets, with 20%
of our portfolio committed to using 100% renewable
energy (up from 10% last year) via RE100 or public
commitment, 26% signing up to Science Based Targets
(up from 7.2% in 2019) and 25% setting net-zero
targets, committing to reduce emissions in line with the
goals of the Paris Agreement.

Renewable
energy use

The charts on the right represent our total investment
portfolio.

Paris-aligned targets

No efforts/evidence

Sets targets/some
efforts			

Company
carbon
Company
Carbontargets
Targets
0

20

40

60
Woolworths
60% reduction by 2030
80
Sydney Airport
net-zero 2025 target
BHP carbon-neutral
target 2050

100

2015

2020

2025

2030

2035
Year

2040

2045

2050

2055

This chart shows our investment companies’ target emissions reduction and year. The size of a circle represents the size of our investment in that
specific target. We note that not all these targets are equal in quality or ambition—most are Scope 1 and 2, and a small proportion include Scope 3.
Some are targets on emissions intensity, while others are absolute emission reduction targets.
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Case study:
BHP
As part of BHP’s commitment to net-zero greenhouse gas (GHG) emissions for its long-life assets, it’s
pursuing a threefold strategy for low-emissions technologies (LETs). This has been developed to address
BHP’s key sources of operational GHG emissions:
ELECTRICITY USE
This represents 40% of BHP’s operational emissions. It’s considering ways to integrate renewable energy
more quickly into its operations, such as through electricity contracts and, in some cases, by directly
supplying operations with larger proportions of lower carbon energy.
100% RENEWABLE ENERGY IN ESCONDIDA (CHILE COPPER MINE) BY MID-2020’S
BHP has supported the connection of the solar rich north with the rainy south electricity grids in Chile,
allowing the hydro supply to provide firming capacity for renewable generation. In FY2020, BHP entered
into four new renewable power purchase agreements (PPAs) for its Escondida and Spence copper
operations in Chile. The contracts will effectively displace 3 million tonnes of CO2e per year from FY2022,
compared with the fossil fuel-based contracts they’re replacing.
MOVING MATERIALS
Forty percent of BHP’s operational emissions relate to fuel—largely diesel from moving material (e.g. haul
trucks)—and distillate. BHP is trialling the use of light electric vehicles at Olympic Dam, by converting a
diesel vehicle to run on lithium ion batteries. It’s also creating green hydrogen through its use of renewable
energy in mining operations.
FUGITIVE METHANE EMISSIONS
These represent 12% of operational emissions in BHP’s petroleum and coal assets and are among the most
technically and economically challenging to reduce. BHP is investing in research, development and trial
projects with partners, such as the CSIRO and the University of San Diego.

Escondida, Chile – image supplied by BHP
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“These renewable contracts
will effectively displace
3 million tonnes of CO2e
per year from FY2022,
compared with the fossil
fuel-based contracts
they’re replacing.”
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Carbon footprint
Carbon footprinting is a commonly used tool to assess and
compare companies on their emissions.
There are three types of carbon emissions:
• Scope 1: direct emissions (e.g. on-site generation by the
company)
• Scope 2: indirect emissions (e.g. emissions associated
with electricity purchased by the company)
• Scope 3: emissions associated with the company’s supply
chain or in the use of its products, which have not been
reported.
Companies with a higher carbon footprint will see higher
costs and/or greater regulation in a low-carbon world.
The impact of these costs on a business’ profitability will
depend on its ability to reduce its emissions, and pass on any
increased costs (and the cost of alternatives).
CARBON FOOTPRINT OF EQUITY HOLDINGS
We measure the carbon footprint of our listed share holdings,
as this represents our ownership of companies (and therefore
has some way of attributing a share of emissions). The
measure covers listed domestic and global equities.

Why this is significant
We regularly review the carbon intensity of our
investments’ equity holdings. Our most recent
analysis finds that the carbon intensity of most of
our investment options have fallen since 2018.
We report on the carbon intensity of each option,
relative to an appropriate benchmark in the investment
option snapshots. We use a mix of the ASX 300 and
MSCI World Index to benchmark our portfolios.
• At a high level, Australian share portfolios tend to
have higher carbon footprints, as we have higher
exposure to resources companies.
• Internationally, we tend to have higher exposures to
IT, healthcare and financials, which have low levels
of carbon intensity.
• The Global Environmental Opportunities option has
a relatively high carbon footprint, as it invests in
manufacturing and industrial processes that have
high Scope 1 and 2 emissions but facilitate lower
emissions in their supply chain.

Climate risk and our investments
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CARBON FOOTPRINT

We have calculated our intensity as follows:
Scope 1 emissions

Scope 2 emissions

company equity value

Scope 1
emissions

Scope 2
emissions

in-boundary waste
& wastewater

agriculture, forestry
& other land use

Scope 3
emissions

out-of-boundary waste
& wastewater

grid-supplied energy

industrial processes
& product use

stationary fuel combination

UniSuper’s
investment

other indirect emissions

transmission & distribution

in-boundary transportation

out-of-boundary transportation
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Limitations
We acknowledge there are limitations to this analysis:
• Reliance on company data: a range of different
methodologies are used, so inconsistencies arise.
Information is patchy (only 77% of the MSCI World
benchmark and 79% of the ASX 300 benchmark
reporting this data) and as such, portfolio results
are not comparable through time. For example, our
previous report had 64% of the benchmark with
reported data. It’s difficult to know if the fall in
emissions that we see in the benchmark is due to
true emission reductions or due to changes in the
disclosures of individual companies.
• The tools used to calculate the carbon footprints
rely on several assumptions.
• Lifecycle emissions (Scope 1, 2 and 3) more clearly
illustrate the impact of the type of product or
service. For example, companies making solar
panels have a high carbon footprint but the
products they produce reduce emissions in the long
term. By comparison, iron ore mining—a relatively
low carbon activity—requires high-emitting
smelting to turn the ore into steel.
• While it’s important that companies are aware
of their Scope 3 emissions and do what they can
to reduce them, they are challenging to use for
portfolio analysis as the same emissions can be
counted multiple times.
• It provides no insight into the level of disruption
and/or substitution risk (‘asset stranding’).
• We have used a blended benchmark of the ASX
300 and MSCI World based on each Investment
Option’s Strategic Asset Allocation to Australian
equities and International equities. Across the
fund, our carbon intensity is below the benchmark.
Option level information is provided in the fact
sheets.
Nevertheless, carbon footprinting provides another
lens through which to view our portfolios. This, and
the other analysis we’ve done, helps validate that
our portfolios are well positioned from a climate risk
management perspective.

Portfolio vs Company
carbon targets
We have set carbon targets over three
different time periods.
• Long term: net-zero portfolio
emissions 2050. This is based on the
aspiration that by 2050 the global
economy is net zero and the aims of
the Paris Agreement have been met.
• Medium term: contribute to a 45%
emissions reduction in Australia’s
emission through participation in
Climate League 2030.
• Short term: to get 100% of UniSuper’s
material Australian investments
to set Paris-aligned operational
emissions targets by 2021.
Our goals are focused on global emissions
reductions, and we’re mindful of the
lifecycle emissions of the products
and services we invest in—not just the
emissions of the company itself.
We don’t want to restrict our ability
to invest in relatively high emitting
companies/sectors that are producing the
materials and technologies to decarbonise
(for example – solar panels). However,
it’s important that these companies also
decarbonise their processes as well.
While our short-term targets currently
focus on operational emissions, we will be
looking to consider strategy and supply
chains in the future.

Climate risk and our investments
CARBON FOOTPRINT

Case study:
Leichhardt Coal
UniSuper is moving to apply a shadow carbon price to any major long-term investment decision, to
assess the exposure to risks and viability of future projects.
We have a longstanding, unlisted investment interest in Leichhardt Coal Pty Limited (LCPL). The LCPL
interest gives us an indirect interest in a joint venture, majority owned and managed by Glencore,
which developed the Blair Athol coal mine in Queensland.
Earlier this year, Glencore submitted an Initial Advice Statement as part of the government approval
processes, ahead of the possible development of the Valeria Project in Queensland. It has been
proposed that the existing joint venture might be used to develop the Valeria Project. We’ve written to
the Board of LCPL to confirm we do not support the development of the mine and that we don’t believe
the development of the mine is in the best interests of UniSuper’s members. A shadow carbon price
was used as part of this assessment.
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Climate risk in
our investment
options
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Conservative
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

1.48t

P.A. CO2E

The relative carbon footprint of 40.8% of the equities in
the option compared to 78.0% of its benchmark.

Climate risk
exposures

THIS OPTION IS

56.6%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

2.9%

High

Australia

86.1%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Woolworths Group Ltd

1%

Adelaide Airport Ltd

1%

Aquasure Holdings Pty Ltd

1%

Karrinyup Shopping Centre WA 1%
BHP Group Ltd

1%

No efforts/evidence

Climate risk and our investments
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Conservative Balanced
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

2.50t

P.A. CO2E

The relative carbon footprint of 53.5% of the equities in
the option compared to 77.9% of its benchmark.

Climate risk
exposures

THIS OPTION IS

54.2%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

3.2%

High

Australia

83.1%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Woolworths Group Ltd

2%

Transurban Group

2%

Adelaide Airport Ltd

2%

Karrinyup Shopping Centre WA 1%
Aquasure Holdings Pty Ltd

1%

No efforts/evidence
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Balanced
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

5.90t

P.A. CO2E

The relative carbon footprint of 67.7% of the equities in
the option compared to 78.0% of its benchmark.

Climate risk
exposures

THIS OPTION IS

23.7%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

9.7%

High

Australia

64.2%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Transurban Group

6%

BHP Group Ltd

3%

Sydney Airport

2%

CSL Ltd

1%

Rio Tinto Ltd

1%

No efforts/evidence

Climate risk and our investments

35
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Sustainable Balanced
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

1.66t

P.A. CO2E

The relative carbon footprint of 78.3% of the equities in
the option compared to 78.0% of its benchmark.

Climate risk
exposures

THIS OPTION IS

78.4%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

5.2%

High

Australia

54.6%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Transurban Group

7%

CSL Ltd

3%

Qube Holdings Ltd

1%

James Hardie Industries PLC

1%

Cleanaway Waste
Management Ltd

1%

No efforts/evidence
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Growth
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

5.82t

P.A. CO2E

The relative carbon footprint of 58.0% of the equities in
the option compared to78.0% of its benchmark.

Climate risk
exposures

THIS OPTION IS

32.0%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

11.9%

High

Australia

53.3%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

BHP Group Ltd

2%

CSL Ltd

1%

Rio Tinto Ltd

1%

Woodside Petroleum Ltd

1%

Adelaide Airport Ltd

1%

No efforts/evidence

Climate risk and our investments
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CLIMATE RISK IN OUR INVESTMENT OPTIONS

High Growth
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

6.80t

P.A. CO2E

The relative carbon footprint of 78.3% of the equities in
the option compared to 78.0% of its benchmark.

Climate risk
exposures

THIS OPTION IS

28.2%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

12.8%

High

Australia

49.9%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

BHP Group Ltd

4%

Transurban Group

2%

CSL Ltd

2%

Rio Tinto Ltd

1%

Woodside Petroleum Ltd

1%

No efforts/evidence
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Sustainable High Growth
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

2.42t

P.A. CO2E

The relative carbon footprint of 79.9% of the equities in
the option compared to 78.0% of its benchmark.

Climate risk
exposures

THIS OPTION IS

76.4%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

4.0%

High

Australia

48.9%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Transurban Group

6%

CSL Ltd

4%

Qube Holdings Ltd

2%

James Hardie Industries PLC

2%

Cleanaway Waste
Management Ltd

2%

No efforts/evidence

Climate risk and our investments
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CLIMATE RISK IN OUR INVESTMENT OPTIONS

Listed Property
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

0.73t

P.A. CO2E

The relative carbon footprint of 60.5% of the equities in
the option compared to 77.7% of its benchmark.

Climate risk
exposures

THIS OPTION IS

92.5%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

7.8%

High

Australia

49.9%

Low

REGION

Renewable
energy use

Paris-aligned targets
Sets targets/some
efforts			

No efforts/evidence
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Australian Shares
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

13.67t

P.A. CO2E

The relative carbon footprint of 74.5% of the equities in
the option compared to 78.7% of its benchmark.

Climate risk
exposures

THIS OPTION IS

8.3%

LESS CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

0.0%

High

Australia

95.4%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

BHP Group Ltd

9%

Rio Tinto Ltd

3%

CSL Ltd

3%

Transurban Group

3%

Wesfarmers Ltd

3%

No efforts/evidence

Climate risk and our investments
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CLIMATE RISK IN OUR INVESTMENT OPTIONS

International Shares
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

3.82t

P.A. CO2E

The relative carbon footprint of 64.6% of the equities in
the option compared to 76.8% of its benchmark.

Climate risk
exposures

THIS OPTION IS

38.0%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

26.1%

High

Australia

2.2%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Johnson & Johnson

1%

UnitedHealth Group Inc

1%

Thermo Fisher Scientific Inc

1%

Danaher Corp

1%

Merck & Co Inc

1%

No efforts/evidence
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Global Environmental
Opportunities
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

3.62t

P.A. CO2E

The relative carbon footprint of 46.0% of the equities in
the option compared to 76.8% of its benchmark.

Climate risk
exposures

THIS OPTION IS

42.9%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

23.2%

High

Australia

7.0%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Tesla Inc

8%

SolarEdge Technologies Inc

7%

Samsung SDI Co Ltd

5%

Cleanaway Waste
Management Ltd

4%

Vestas Wind Systems A/S

4%

No efforts/evidence

Climate risk and our investments
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CLIMATE RISK IN OUR INVESTMENT OPTIONS

Australian Equity Income
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

3.87t

P.A. CO2E

The relative carbon footprint of 84.7% of the equities in
the option compared to 77.87% of its benchmark.

Climate risk
exposures

THIS OPTION IS

69.6%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

0.0%

High

Australia

97.8%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Transurban Group

10%

Woolworths Group Ltd

7%

Wesfarmers Ltd

7%

APA Group

6%

Sydney Airport

4%

No efforts/evidence
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Global Companies in Asia
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

0.77t

P.A. CO2E

The relative carbon footprint of 91.4% of the equities in
the option compared to 76.8% of its benchmark.

Climate risk
exposures

THIS OPTION IS

88.0%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

10.6%

High

Australia

3.3%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Johnson & Johnson

3%

McDonald's Corp

2%

LVMH Moet Hennessy Louis
Vuitton

2%

Thermo Fisher Scientific Inc

2%

Sony Corp

2%

No efforts/evidence

Climate risk and our investments
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CLIMATE RISK IN OUR INVESTMENT OPTIONS

Defined Benefit
Climate risk exposures

Option carbon intensity
CARBON EMISSIONS
PER $100,000
INVESTED

2.32t

P.A. CO2E

The relative carbon footprint of 62.7% of the equities in
the option compared to 78.3% of its benchmark.

Climate risk
exposures

THIS OPTION IS

76.4%

MORE CARBON
EFFICIENT THAN
THE BENCHMARK.

Company ambitions

Direct fossil fuel

Real estate

Fossil fuel reliant
(industrials)

Other

Carbon
reduction
targets

Green revenue

REGIONAL EXPOSURES – SEVERE WEATHER
Asia is the most at risk of natural disasters due to
frequency of events, population concentration and time
to recover.
% OF
PORTFOLIO

LEVEL OF RISK

Asia
(including
Japan)

2.1%

High

Australia

80.8%

Low

REGION

Renewable
energy use

DISRUPTION RISKS

Paris-aligned targets

The five largest investments in this option most at risk
due to a decarbonising economy

Sets targets/some
efforts			

COMPANY NAME

% OF PORTFOLIO

Transurban Group

10%

APA Group

7%

Sydney Airport

5%

Woolworths Group Ltd

4%

Enbridge Inc

2%

No efforts/evidence
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Climate risk and our investments
LIMITATIONS

Limitations
Unless otherwise mentioned, all analysis refers to
UniSuper’s combined equity and bond exposures
(excluding cash and futures positions) as at 30 June 2020.
We have relied on third party data tools to assist us
with this analysis. While we believe at a high level our
exposures are portrayed accurately, we recognise
that the information is incomplete and uses varying
methodologies and assumptions in emissions
calculations, assessments of revenues etc.

This report is not to suggest any particular view of
the future will hold true, and readers may disagree
with our view or assessment of risk. Climate risk is
one of a myriad of risks that any company faces, and
companies facing significant climate risks may still be
good investments due to other factors such as price,
management, mitigation strategies, transformation
strategies, etc.

Climate risk and our investments
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Our investment strategies won’t necessarily be appropriate
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