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Introduction1

Founded in 1996, PineBridge Investments is a private, 
global asset manager with a focus on active, high-conviction 
investing across traditional and alternative asset classes. The 
consideration of ESG criteria in our investment business dates 
back to 2006, when PineBridge was part of the former asset 
management arm of American International Group (AIG), the 
first U.S. insurer to issue a policy statement on environmental 
and climate change. Today as a UN Principles for Responsible 
Investment (UN PRI) signatory and a supporter of the Global 
Investor Statement to Governments on Climate Change, 
PineBridge continues to build on its legacy by welcoming the 
recommendations of the Financial Stability Board’s (FSB) 
Task Force on Climate-related Financial Disclosures (TCFD).2 

By incorporating the evaluation of environmental impacts in 
portfolio construction, our investment framework remains 
closely aligned with the Sustainability Accounting Standards 
Board’s (SASB) financial materiality guidance. It has deepened 
our sustainability dialogue with corporate issuers while also 
providing a reference benchmark in public policy settings. 
One recent example is our participation in the discussion 

1   We gratefully acknowledge Alessia Falsarone, represented in the first cohort of 
SASB’s Fundamentals of Sustainability Accounting (FSA) credential holders, Head 
of Sustainable Investing, and Chair of the Corporate Responsibility Steering 
Committee, for her contributions to the SASB Alliance and Robert Vanden 
Assem, CFA, Head of Developed Markets Fixed Income, for the presentation of 
the ESG capabilities on behalf of PineBridge Investments.

2   Task Force on Climate-Related Financial Disclosures (TCFD), Recommendations of 
the TCFD (June 2017).

surrounding the energy performance of investments during 
the 2019 G20 Environmental Ministerial meeting in Japan. 

This contribution to the SASB ESG Integration Insights series 
highlights how PineBridge promotes the application of SASB 
standards to effectively incorporate the outcomes of the TCFD 
recommendations in investment management with the goal 
of returning climate-resilient portfolio performance to our 
clients.

TCFD: From Disclosure 
Recommendations to Portfolio 
Outcomes  
Since their launch in 2017, the TCFD recommendations have 
provided reference guidance to promote the integration of 
climate-related information in mainstream financial filings 
of public companies. Today, they also serve as a critical step-
ping stone for investors’ due diligence.  Meanwhile, although 
SASB standards are in their early stages of implementation, 
the standards are already providing corporate reporters and 
investors with foundational metrics that facilitate the flow of 
TCFD-aligned financial disclosures.

In recognition of both the direct and indirect impacts of climate 
change in investment portfolios, we investigate the positive 
effect of TCFD-compliance across portfolio allocations in 
developed credit markets. Specifically, through the lens of our 
proprietary Key Risk Indicators (KRIs), we define how the 
longer-term trends of ESG factors, aligned with the SASB’s 

ESG Integration Insights Disclaimer: The ESG Integration Insights series highlights interesting and innovative examples of how investors use SASB standards to inform analysis and decision making. The case 
studies are written by practitioners from around the world, covering a range of asset classes and strategic approaches to ESG integration. By sharing these examples on an ongoing basis, SASB hopes to 
facilitate increased market awareness and understanding of emerging practices in sustainable investment.
SASB does not provide investment, financial, tax, legal, or other advice. This publication was prepared for informational purposes only and should not be relied on for such advice. SASB is not responsible 
for the content of the case studies or any third-party resources that may be referenced in this or other ESG Integration Insights publications. Any findings, interpretations, recommendations, conclusions, and 
opinions expressed in this publication are those of the contributors and do not necessarily represent the views of SASB. The inclusion of case studies written by or about specific organizations does not in 
any way constitute an endorsement of these organizations by SASB. 
To learn more or contribute your own case study, please contact us at info@sasb.org.

ESG Integration 
INSIGHTS

SASB

INVESTORS IN THEIR OWN WORDS 

SEPTEMBER 2019

PineBridge Investments
Building TCFD-Ready Portfolios with SASB’s Framework1

https://www.sasb.org/investor-use/
https://theinvestoragenda.org/wp-content/uploads/2019/07/190704-GISGCC-correction-3.pdf
https://theinvestoragenda.org/wp-content/uploads/2019/07/190704-GISGCC-correction-3.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2019/06/Press-notification-G20-Global-Summit-FINAL.pdf
mailto:info%40sasb.org?subject=


2  |  PINEBRIDGE INVESTMENTS – SASB INTEGRATION CASE STUDY SASB.ORG/INVESTOR-USE

SASB ESG INTEGRATION INSIGHTS

financial materiality sector guidance, affect the portfolio expo-
sures in scenarios where “climate stress” is applied to varying 
degrees on the availability, consumption, and production cycle 
of natural resources (Figure 1). 

Figure 1: TCFD Implementation: From SASB Standards to 
PineBridge’s Key Risk Indicators (KRIs)
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Note: For illustrative purposes only. We are not soliciting or 
recommending any action based upon this material.

We find that the primary benefits of overlaying the SASB mate-
riality framework in the analysis of climate risk in the context 
of TCFD/climate-readiness compliance are twofold:

• the ability to define top-down, sector-specific 
climate-related scenario parameters that prioritize 
the financially material outcomes of environmental 
risks—including both direct and indirect impacts of 
climate change, and

• the ability to provide an actionable roadmap for 
portfolio outcomes in line with the de-carbonization 
efforts of asset owners at the individual holding level 
by addressing transition risk as a function of time vs. 
cost associated with viable mitigation alternatives. 

Step 1. Define Sector-Specific 
Climate-Related Scenarios

To incorporate the Governance and Strategy core elements 
of the TCFD recommendations (Figure 1) in our investment 
process, we have added a TPI3 inspired Governance Indicator 

3   Transition Pathway Initiative and the Grantham Research Institute on Climate 
Change and the Environment

(TPIg) to our portfolio risk framework. It evaluates multi-year 
trends in both management accountability and board over-
sight of climate-related impacts by corporate issuers in our 
investible universe. The TPIg is introduced as a momentum 
indicator to uncover reputational risks surrounding the 
possible divergence of corporate commitments vs. corporate 
behaviors with respect to climate risk. Not surprisingly, 
the more climate-conscious issuers exhibit a positive TPIg 
momentum as investors are willing to reward the alignment 
between longer-term corporate commitments and near-term 
operational awareness. To the evaluation of potential red 
flags in the Governance and Strategy core elements of issuers 
(bottom-up analysis), we have added an internal carbon 
pricing (ICP) assessment at the aggregate portfolio level to 
determine a baseline for what a climate-stress scenario may 
produce as a performance outcome for our portfolios should a 
carbon tax/abatement cost to cut emissions emerge in the near 
future (Figure 2). The impact of the ICP assessment in terms of 
potential erosion of risk-adjusted performance of the portfolio 
captures the direct, near-term impact of climate change as well 
as its indirect, longer-term outcomes. Fluctuations in crop 
yields are a common example of the direct impact of climate 
stress on agricultural production that are eventually passed on 
to the consumer as a “carbon cost” of production. On the other 
hand, shifts in agricultural land use result in longer-term indi-
rect costs of climate stress that may not be readily captured by 
traditional measures of economic output.    

Figure 2: TCFD Core Elements and Climate-Related Scenarios

Source: PineBridge Investments

Note: For illustrative purposes only. We are not soliciting or 
recommending any action based upon this material.
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Step 2. Analyze and Mitigate Transition Risk

After defining the climate-stress scenarios that are most likely 
to impact our portfolio allocations, we are able to derive an 
internal “price” for sector-specific climate-risk exposures and 
add the potential financial severity of environmental risks 
to traditional risk-adjusted portfolio metrics. By employing 
reference trajectories for technology development and 
deployment that affect carbon-emitting sectors such as the 
Paris Agreement Capital Transition Assessment (PACTA), 
we are able to compare the environmental performance of 
financing the transition of carbon-producing assets vis-à-vis 
their greener alternatives over a medium to longer-term 
time horizon. This is particularly relevant in the context of 
comparing the green bond framework of issuers, and both 
the economic and environmental fit of newly issued green-la-
beled instruments to our existing portfolio. The alignment of 
the carbon intensity reference metrics we utilize in our KRI 

approach with the SASB guidance for corporate disclosure 
remains instrumental as we compare the use of proceeds of 
green-labeled offerings to the broad funding strategy of the 
issuer in terms of overall financial materiality.

Looking Ahead
We expect continued support for the adoption of the TCFD 
recommendations as well as the application of SASB reference 
metrics across a wide spectrum of financial services activities. 
The proactive alignment of TCFD-compliant investment portfo-
lios is likely to put pressure on a more standardized use of climate 
risk assessment tools to deliver upon the de-carbonization efforts 
of global asset owners. Inevitably, setting higher standards for 
investors’ involvement in governance-level dialogue on the topic 
of climate risks calls for renewed cooperation in public policy 
engagement on environmental issues as well.

DISCLOSURE STATEMENT

PineBridge Investments is a group of international companies that provides 
investment advice and markets asset management products and services to 
clients around the world. PineBridge Investments is a registered trademark 
proprietary to PineBridge Investments IP Holding Company Limited.

Readership: This document is intended solely for the addressee(s) and 
may not be redistributed without the prior permission of PineBridge 
Investments. Its content may be confidential, proprietary, and/or trade 
secret information. PineBridge Investments and its subsidiaries are not 
responsible for any unlawful distribution of this document to any third 
parties, in whole or in part.

Opinions: Any opinions expressed in this document represent the views of the 
manager, are valid only as of the date indicated, and are subject to change 
without notice. There can be no guarantee that any of the opinions expressed 
in this document or any underlying position will be maintained at the time of 
this presentation or thereafter. We are not soliciting or recommending any 
action based on this material.

Risk Warning: All investments involve risk, including possible loss of prin-
cipal. If applicable, the offering document should be read for further details 
including the risk factors. Our investment management services relate to a 
variety of investments, each of which can fluctuate in value. The investment 
risks vary between different types of instruments. For example, for invest-
ments involving exposure to a currency other than that in which the portfolio 
is denominated, changes in the rate of exchange may cause the value of 
investments, and consequently the value of the portfolio, to go up or down. In 

the case of a higher volatility portfolio, the loss on realization or cancellation 
may be very high (including total loss of investment), as the value of such an 
investment may fall suddenly and substantially. In making an investment 
decision, prospective investors must rely on their own examination of the 
merits and risks involved.

Performance Notes: Past performance is not indicative of future results. There 
can be no assurance that any investment objective will be met. PineBridge 
Investments often uses benchmarks for the purpose of comparison of results. 
Benchmarks are used for illustrative purposes only, and any such references 
should not be understood to mean there would necessarily be a correlation 
between investment returns of any investment and any benchmark. Any 
referenced benchmark does not reflect fees and expenses associated with 
the active management of an investment. PineBridge Investments may, 
from time to time, show the efficacy of its strategies or communicate general 
industry views via modeling. Such methods are intended to show only an 
expected range of possible investment outcomes, and should not be viewed as 
a guide to future performance. There is no assurance that any returns can be 
achieved, that the strategy will be successful or profitable for any investor, or 
that any industry views will come to pass. Actual investors may experience 
different results.

Information is unaudited unless otherwise indicated, and any informa-
tion from third-party sources is believed to be reliable, but PineBridge 
Investments cannot guarantee its accuracy or completeness. 

As of 22 July 2019.
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