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Summary1 
1. Background 

Switzerland is one of the leading financial centres in the world and is heavily focused on asset 

management. In fact, every ninth Swiss franc of Switzerland’s GDP is generated in its financial 

sector.2 Recently, more and more investors, researchers, governments and international non-

governmental organisations (NGOs) are realising that investments in companies that produce a 

high amount of CO2 or promote fossil energies are fraught with risk. The harder we strive to 

meet the so-called 2-degree climate target, which was set by the international community as the 

critical climate policy target value based on the scenarios of the Intergovernmental Panel on 

Climate Change (IPCC), the greater the potential losses for investors.3 

This study provides a full analysis of these risks for Switzerland. It reveals: 

- In which CO2-intensive companies the Swiss equity market is globally invested; 

- How high the financed greenhouse gases are when investors use passive, index-

orientated investment strategies; 

- How many greenhouse gasses the Swiss equity fund market accounts for annually (in-

cluding an excursus on Swiss pension funds); 

- How high the potential costs and risks of investing in CO2-intensive sectors are for fi-

nancial intermediaries, pension funds and the Swiss economy; 

- What actions investors and policymakers can take. 

 
2. Analysed financial investments and methods 
This study provides a detailed analysis of approximately 280 billion Swiss francs (CHF) of in-

vestments – this corresponds to 80% of the entire equity fund market in Switzerland.4 The CHF 

280 billion are invested in the 100 largest equity investment funds licensed for distribution in 

Switzerland and the equity funds of system-relevant banks. In addition, CHF 33.2 billion in for-

eign equity mandates of 11 of the 25 largest pension funds, who revealed their investment uni-

verse for the first time ever so that the carbon exposure5 of their investments could be screened 

for this study, was analysed for an excursus. 

The portfolios were assessed based on the concept of financed greenhouse gas emissions. This 

means that climate impacts were allocated proportionately to the share of ownership in a com-

pany.6 The research partners had access to the world’s largest data analysis of the greenhouse 

gas emissions of over 40,000 listed companies. In total, 179 individual carbon exposure anal-

yses were performed on the investments.7 

 

3. Findings for the Swiss financial centre 

                                                      
1 This is a translation of the German original version of the text. 
2 State Secretariat for International Financial Matters 2014 
3 Also discussed under the term “carbon bubble’, more information can be found at 
http://www.carbontracker.org/our-work/ 
4 As of 31 December 2014 
5 This study uses the term ‘investment carbon exposure’. The following other terms are currently consid-
ered general synonyms for this term: greenhouse gas footprint of an investment portfolio, CO2 footprint, 
CO2 intensity of investments. 
6 Share of ownership is based on the specific market capitalisation as at 31 December 2014. 
7 For the analysed investments and methods, see also the methodology section of the full version of this 
study; the investment carbon exposure analyses were provided by yourSRI.com, an online assessment 
platform. 
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3.1 Emissions-intensive strategies and climate-friendly alternatives 

For every million Swiss francs, the equities and equity funds analysed at the time of the study 

are linked to anywhere from 155 tCO2e to 179 tCO2e per year. Due to its investments in the 

global financial markets, Switzerland’s financial centre supports a global climate change scenar-

io of 4 to 6 degrees Celsius.8 By focusing on indices that represent a world with lower green-

house gas emissions – such as the MSCI Low Carbon Index with 67 tCO2e per million invested 

Swiss francs – the indirect greenhouse gas effects for similar risk profiles can be reduced by 

two-thirds. 

It is evident that two sectors (conventional energy and industrial companies) generally cause an 

average of 50% of all financed CO2 emissions. Together, these high-emissions sectors make up 

anywhere from 8% to 15% of the overall value of the portfolios. 

Withdrawing from emissions-intensive sectors or switching to climate-friendlier companies in the 

same sector could be accomplished without greater implications regarding risk and diversifica-

tion. The restructuring potential of investments can be analysed at low cost to investors, since 

cost-effective technical tools for determining investment carbon exposure are now available, 

even online in some cases. 

3.2 Financed greenhouse gas emissions by the Swiss equity fund market 

The analysed equity funds (CHF 280 billion) cover a total of 44.2 million tCO2e per year. 

Through its investments, the entire equity fund market (CHF 336 billion) is linked to the same 

amount of emissions as the entire country of Switzerland currently produces annually. The fi-

nanced emissions total 52.2 million tCO2e.9 

This figure alone includes around 5% of the investments transacted in Switzerland’s financial 

centre. Greenhouse gas emissions linked to direct investments in equities, mandates and other 

types of investments such as bonds are not included. 

3.3. Pension fund excursus 

Pension funds are essential to the pension schemes of members of an economy. Because they 

bear a special responsibility, they are given special attention in the analysis of potentially sys-

temic long-term risks such as climate change. For the first time ever, 11 of the 25 largest Swiss 

pension funds were willing to let their investments be screened for potential carbon risks. The 

analysis focused on the equity investments and made possible a preliminary estimate of their 

entire carbon exposure. In total, the foreign equity investments of all pension funds are linked to 

25.1 million tCO2e. This equals about half of Switzerland’s annual greenhouse gas emissions. 

When converted into financed emissions per pension participant, 6.4tCO2e is emitted abroad (for 

comparison: annual domestic greenhouse gas emissions per capita were 6.5 tCO2e in 2013). 

4. Risks and costs 

CO2 linked to investments is fraught with risks: If a price is set for CO2 – such as when a levy or 

an emissions trading scheme is introduced – investments could lose several billions of CHF in 

value. Estimates for three CO2 price scenarios show how high the costs would be for Switzer-

land’s financial centre, investors and pension fund participants if they had to assume the climate 

                                                      
8 For the calculation methods, see also the methodology section of the full version of this study. 
9 These emissions comprise foreign emissions. The entire equity fund market (CHF 336 billion) is linked to 
emissions equalling 56.3 million tCO2e. 
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costs in proportion to their share of investments.10 These scenarios are purely hypothetical and 

illustrate the potential scope of the prospective costs. 

4.1 Risks at the portfolio level 

If CO2 prices were applied to the emissions linked to the investments in Switzerland’s entire eq-

uity fund market (56.3 million tCO2eq), anywhere from CHF 1 billion (lowest price scenario) to 

CHF 6.75 billion (highest price scenario) would have to be raised annually depending on the 

scenario and based on the current context. Different consequences would ensue depending on 

whether costs in the various price scenarios are internalised by the Swiss equity fund market, 

investors or Swiss pensioners: 

 If the Swiss financial centre had to assume the CO2 costs of its emissions, the additional 

costs would equal 4.7% of its 10.5% annual contribution to the GDP in the medium price 

scenario, and 10.6% in the highest price scenario, strictly on the basis of equity invest-

ments. In the average price scenario, this figure would be 0.5% of the GDP, while in the 

highest price scenario, it would be 1.1%. 

 If investors had to cover annually CHF 6.75 billion, the amount incurred in the most ex-

pensive scenario, the expected return on their investments would shrink by around forty 

percent, even before the management fees are deducted.11 

 Pension fund excursus: In 2013, CHF 20 billion of pensions were paid out. If pensioners 

had to assume the entire costs, then 21% of that amount would be at risk in the highest 

cost scenario; 10% in the average price scenario and 3% in the lowest price scenario. 

Assuming that pensioners had to bear the climate costs of their pension scheme’s equity 

investments, the average pension would decrease by 2-4%, provided the CO2 intensity 

of their pension fund investments did not change. 

Thus, a large number of Swiss financial centre investors invest in CO2-intensive companies. 

Emissions financed in this way are not compatible with a 2-degree target. Furthermore, these 

investments are fraught with risks that can lead to significant losses in value for individual inves-

tors and the entire economy. 

 

4.2 Estimated costs at the company level 

Coal, oil and gas companies are primarily concerned by this section due to their CO2 intensity 

and the potential for emissions stored in their reserves. In total, 4.6% of the equity investments 

analysed in this study are directly invested in the coal, oil and gas companies of the Carbon 

Underground 200™. They are all listed companies and have the largest fossil fuel reserves. 

Switzerland’s entire equity fund market contains investments linked to around 1,018 million 

tCO2e, which could potentially be discharged into the atmosphere if these reserves are used for 

energy in the future. If the reserves remain in the ground to protect the climate, huge losses in 

value would have to be expected. 

                                                      
10 These price assumptions are theoretical for the portfolios, as they concern only Swiss companies in the 
relevant sectors. At the same time, they provide politically recognised scales of externalities. Assumed 
price scenarios: high (statutory maximum CO2 levy rate for fuel until 2020: CHF 120/tCO2), medium (current 
domestic and foreign compensation costs: CHF 50/tCO2) and low price (current emissions trading: CHF 
17/tCO2) 
11 In reality, the companies themselves would have to internalise these prices. However, this meant higher 
costs, lower profits and therefore lower returns on investment for stock and bond investors. Since a conver-
sion of these company costs at the investor level is not immediately possible, company-specific examples 
were analysed (cf. Chapter 8). 
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If prices were adjusted to take account of the anticipated carbon risks involved in these reserves 

over the medium term, the five oil and gas companies, in which the Swiss financial centre is the 

most heavily invested with over CHF 6 billion in equity investments (Shell, Exxon, Chevron, BP 

and Total), would incur massive losses of 40-100% compared to their current value. 

Therefore, the analysis of investments in the five selected oil and gas companies perfectly 

shows that even investors are exposed to potential losses due to emissions reduction policies or 

slumping oil prices. 

5. Conclusions and recommendations 

Investors in CO2-intensive companies assume potentially significant risk over the medium term. 

To date, this has neither been recognised nor controlled by most investors. The Swiss financial 

market does not seem to be very involved in international dialogue in this area. Given the finan-

cial sector’s large contribution to Switzerland’s GDP and the international significance of the 

Swiss financial centre, something needs to be done. 

That is why the following recommendations can be made to Swiss financial market participants 

and policymakers based on the findings of the study. 

Investors should: 

- systematically measure the climate risks for their investments and perform stress tests on 
them; 

- develop specific internal capacities in the area of climate change and investments; 

- report the climate impacts of their investments to stakeholders; 

- become involved in private international transparency initiatives such as the Montreal Car-
bon Pledge; 

- incorporate climate improvement strategies in their investment decisions and set climate 
protection goals. This can occur in the trade-off between disinvestments of – or specific in-
teractions with – climate-intensive companies. 

- seek out climate-friendlier investment alternatives for their own portfolio from the steadily 
growing range available or develop their own alternatives. Passive investment strategies in 
connection with low carbon indices such as Solactive or MSCI can be used for that pur-
pose. 

- exert influence on the real economy where possible and depending on their focus in the 
entire range: by using their right to vote as active shareholders, interacting with the compa-
nies in which they invest and even disinvesting. 

 

It is up to policymakers to help, advance and, where possible, steer the process of incorporating 
climate concerns in the investment decisions of the Swiss financial centre. Swiss policymakers 
(or the administration) should: 

- provide the required data bases to promote awareness among decision-makers and stake-
holders and communicate with them, for example through actor-specific workshops: 

- support and provide critical assistance to more extensive research on specific topics; such 
as research on any connection between financial performance and CO2-intensive invest-
ments. This would make it possible to systematically depict the emerging image of the Swiss 
financial market. The annual changes in the CO2 intensity of the Swiss financial market 
could be monitored by developing a Swiss carbon investment barometer.   

- promote the sharing of expertise with other countries through climate transparency initiatives 
and their specific financial market actors (e.g. Sweden, France). 
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- develop policies that request or require investors to set climate targets and regularly control 
them in order to incorporate the financial industry, an important economic sector, in the 
achievement of climate targets. 

- finally, as the potentially most comprehensive regulatory option, consider influencing private 
business investment decisions to adopt a pricing structure that takes into account external 
climate costs  in order to divert capital flows to climate-friendlier alternatives. 

- There are similar regulatory options at the company level with respect to financial markets: 
Traded Swiss companies could be given incentives or required to report their climate strate-
gies based on a standard so that their investment goals become more interesting. Price 
mechanisms increase the capital expenditure of CO2-intensive companies and can support a 
climate-friendlier focus in Swiss companies by helping them achieve somewhat more attrac-
tive capital expenditure in a low carbon economy. 

No national government has shown leadership in the area of climate-friendly investment. Swit-
zerland, an environmentally-aware industrial nation with one of the largest financial centres in 
the world, should take on this leadership role itself. 

Pension fund excursus: Pensioners can put pressure on their employers, and by extension their 
pension funds, to make climate-friendlier investments with their pension claims. Examples from 
the U.S., the Netherlands and Scandinavian countries show that pension funds are often recep-
tive to the concerns of their fund participants and are willing to take climate issues into consider-
ation in their investment decisions. 

 

6. Study limits and other required research 

The findings of the study have certain limits: 

- The analysis provides a snap shot of a point in time. To measure the trends, an analysis 
would have to be conducted at regular intervals and expanded by more in-depth indica-
tors. 

- In order to more accurately measure the compatibility of Swiss investments with the 2-
degree target, sector-specific climate indicators, such as a 2-degree-compatible emis-
sion level per sector, for example, need to be further developed. 

- The insurance sector, which is also very important to Switzerland, was only marginally 
analysed. In addition, only a subset of all investments in the Swiss financial centre were 
analysed. 

- The excursus on the analysis of pension funds was carried out based on a selection (11 
of the 25 largest Swiss pension funds). Also, only foreign equity mandates were ana-
lysed. For that reason, it is possible that pension funds not included in the samples could 
have a different CO2 intensity. 

In order to gain a broader understanding of the climate risks for the Swiss financial sector, the 
following also needs to be researched: 

- To invest sustainably in the reduction of greenhouse gasses in the real economy, inves-
tors would have to be able to identify each company that contributes to such a reduction. 
Therefore, it is important to analyse the climate strategies of the companies in which 
they invest. The specific climate risks for business activities that could directly (e.g. equi-
ty prices) and indirectly (e.g. through higher insurance benefits) impact the financial cen-
tre should be measured as well. 

- An investigation of whether and how much investors already implement climate strate-
gies. A comparison between corporate in-house guidelines and their actual implementa-
tion would also be revealing. 



8 

 

 


