08.04.08  Bigger returns from EU companies which better manage climate risk: report

Investors get higher returns from EU companies with a good record of managing climate change risk, Perrine Dutrone, managing director of consultancy Innovest, told a conference today, citing company research.

The report, called Carbon Beta, studied over 800 energy intensive companies and utilities, but also found that companies in the Asia-Pacific region actually performed worse if they followed better practices relating to climate risk. 

The results are likely to be a consequence of Europe’s tighter controls on emissions since the formation of the EU’s emissions trading scheme, Dutrone told delegates at the Expo CO2 conference in Barcelona. 

“We have found a clear relationship between well-managed climate risk approaches and share performance. This is especially true in Europe where carbon emissions restrictions have been in effect since 2005," she said. 

“In Asia the reverse is true, and being a top climate risk performer is not rewarded.” 

The report tracked share performance of the companies between June 2004 and June 2007. 
It measured the performance against a model rating how well each company managed its exposure to climate risk relative to others in its industry sector. 

The model included the size of each company’s carbon footprint, its ability to manage that risk, its ability to seize climate change-driven market opportunities and its amount of disclosure of information relating to climate change. 

The report also found companies based in the USA and Canada that had a better record of managing climate risk had a better share performance than those that made less of an effort, although to a lesser extent than European companies. 

This is due to North American companies and investors taking action ahead of expected carbon emissions-related constraints to be introduced in the near future, whereas such constraints were not likely to be imposed as soon in Asia, Dutronc added. 

Innovest is the researcher behind the Carbon Disclosure Project. 
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