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TRANSITION RISK/RETURN INITIATIVE 
Corporate-Investor Alignment Objectives 

 
- DRAFT FOR DISCUSSION PURPOSES - 

 
The Transition Risk/Return Initiative (“TRRI”) Roundtable, organized by the Coefficient Group 
(“Coefficient”), is reducible to a simple premise: the market should determine for itself the most 
efficient investor-oriented value of material climate-related risk business information across the 
investment chain. The goal of TRRI is to facilitate a collaborative, private-sector dialogue to discuss 
and deliberate on:  
  

• Key foundational principles and objectives of building out climate-related risk guidance1;  
• The kind, level(s) of corporate data (and in what format) pertinent and decision-useful for 

both companies and investors; and  
• How corporate management of climate-related financial risks can be facilitated and 

incentivized by U.S. policy and regulatory architectures.   
 
Through TRRI discussions participants openly explored areas of mutual interest and concern. A key 
output of these conversations is the opportunity to jointly scope and share a set of U.S.-focused 
“rules of the road” for sustainable finance ahead of prescriptive and bureaucratic government 
policy.  
 
The following outlines a non-exhaustive list of potential “Alignment Objectives”:  
 

§ Building a Common Language: The Nexus b/t Corporate Disclosure-Investor Evaluation  
§ Socializing Best Practices for Climate-Related Financial Risk Factors/Metrics 
§ Standardizing U.S. Climate Policy Scenarios  
§ Establishing Sustainable Business Activity Taxonomies 
§ Driving Market Transparency for Climate-Related Business Opportunities 
§ Addressing Climate Policy Engagement: Leveraging Market-Driven Solutions 

 
Building a Common Language: The Nexus b/t Corporate Disclosure-Investor Evaluation  
 
1) There are clearly mixed signals and a large communications gap surrounding the purpose 

and value of climate-related risk data.  Investors are building ratings, products and investment 
strategies around climate-related risk data, but companies still have little guidance and very 
few guideposts for how investors are digesting, valuing, and rating the data they report.   

 

																																																								
1	For purposes here, climate-related risk information is being treated and discussed as a unique aspect of ESG (environmental, social, 
governance). Participants expressed that ESG is ill-defined and nebulous, making conversations on achieving clarity difficult, and there 
is a need to separate ESG reporting from the development of a financial risk framework for climate-related risk data.  
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• Corporate sustainability and reporting have evolved and are increasingly a core financial 
risk for investors.  However, even the most engaged “sustainable” companies have no clear 
sense how investors ascribe quantitative “value” to climate-related risk data.   

• Absent standardization of metrics and evaluation criteria, the “market” is sending a 
cacophony of (often conflicting) messages to companies, leading to frustration.  This is 
having a chilling effect – detractors point to the diffuse and uncertain importance of 
reporting as a reason to pull back. 

• TRRI participants assert the lack of transparency as to how data plays into investors’ 
decision-making negatively affects their ability to build best practices into their internal risk 
management activities.   

• Investors, on the other hand, prefer to design and apply custom, confidential, and 
proprietary climate risk evaluation criteria (i.e. their “secret sauce”) as a source for (their) 
competitive advantage, a market reality that may inhibit greater collective action and 
harmonization. 

Proposed Objective: Examine potential to develop a two-pronged TRRI Guidance Protocol 
on the climate-related risk disclosure-evaluation nexus, articulating corporate disclosure 
best practices and a standard investor evaluation criteria framework.   

 
Socializing Best Practices for Climate-Related Financial Risk Factors/Metrics 
 
2) A common baseline for foundational risk data criteria is needed for each sector.  Efforts to 

normalize climate-related risk reporting as a core investing tool will require the creation of a 
working taxonomy of pertinent financial risk factors that could enable the market to send clear 
signals regarding the value and opportunity companies have to differentiate themselves based 
on climate risk management.  This is different than SASB or other “non-financial” standards. 
 
• A growing group of active and passive investors (i.e., both sustainability-focused and 

mainstream asset managers) are very publicly ramping up efforts to integrate and use 
climate-related risk data as part of their portfolio management activities, investment 
decisions, and new product development.  

• Each investor has its own way of approaching and “rating” major climate-related risk data, 
and companies receive little insight (or quantitative feedback) on how different investors 
weight various criteria over others. 

• The more there are conflicting indexes and scores, the more there is a chilling effect on 
corporate sustainability and reporting; the conflicting external stimuli make it more difficult 
for companies to come up with coherent internalized climate risk management strategies. 

• Given the volume of reporting options available, and the lack of any nexus between climate-
related data and tangible, quantifiable risks and impacts to companies, momentum toward 
any system or set of protocol guidance regarding climate-related risk metrics and standards 
seems unachievable.  
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• Existing voluntary frameworks are effective at assisting companies “identify and crack” 
information into quantifiable metrics, however the absence of any systematic accounting 
methodologies to convert metrics into tangible performance risks inhibits progress.   

• The priority of “the market” should be to focus on developing tangible risk factors that drive 
decision-making – i.e., to have disclosure help companies and investors effectively identify 
and translate the financial risks (and opportunities) of climate change and the transition to 
a low-carbon economy.  
 

Proposed Objective: Develop a set of climate-related “significant risk factors” through the 
establishment of a foundational taxonomy to enable more consistent data inputs and 
indicators for risk management and evaluation.   

 
3) There exists an inadequate market focus on developing user-friendly protocols for sector-

based physical risk.  Regardless of market signals or policy, companies increasingly face 
climate-related physical risks (and opportunities), which can translate into actionable 
information.  Unfortunately, not enough work has been done to date to develop easy-to-use 
guidelines for companies to apply on this front. 

 
• At each point in the value chain, there are different types of impacts to consider, including 

both direct impacts that can be quantified and measured (e.g., water stress, heat stress, 
extreme precipitation) and second-order, more indirect, harder-to-measure impacts that 
will indirectly affect the value chain (e.g., human health impacts, migration, ecosystem 
collapse).  

• From a pure business risk management perspective, questions remain about where 
companies are actually exposed to tangible, measurable climate risks and where operations 
and capital expenditures may be affected.   

• While the TCFDs established a user-friendly landscape of material physical climate risk 
approaches, understanding of how to characterize and address physical risks has yet to 
mature to the level that exists regarding low-carbon transition risks.   

• Access to data and tools was once a barrier to companies and investors doing scenario 
planning around physical risks, but now there are an emerging number of providers that 
can help.  It is not yet mainstream, but the technical capability exists (for a fee).   

• Moreover, engaged investors can raise awareness of physical risks within companies, help 
empower internal champions, and help corporations be better prepared.   

• Proposals advocate for companies to embed the identification of any material exposures to 
climate-related risks into their risk management processes and strategic planning. 

• Participants noted that more thinking is needed on development of tools and data 
management guideposts that can instruct companies on what types of metrics to use, how 
to calculate the present and contingent financial impacts of physical risks, and how 
companies (and investors) can assert they are doing enough adaptation and doing it right.        
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Proposed Objective: Convene a public workshop to better acquaint corporates and 
investors with scope and availability of models and analytical and digital tools to develop 
a climate risk assessment toolkit. 

 
Standardizing Climate-related Policy Scenarios 
 
4) Disjointed sophistication exists regarding financial implications of climate-related policy 

risks and scenarios.  Climate risk disclosure can lead to greater corporate engagement in 
public policy.  However, there are exponential “gaps” between how policymakers assess and 
develop real economy climate policies and how companies/investors weight or prepare for such 
policy prescriptions.  Moreover, financial policies focused on driving capital market innovations 
(e.g., new actions or financial risk hedging products, new instruments to de-risk investments, 
etc.) needlessly take a backseat to real economy climate policies.  
 
• Private-sector actors are increasingly seeking to align their activities with the Paris 

Agreement’s goals and/or to pursue “science-based targets.” A target for global average 
temperatures reveals nothing about domestic policy implementation, for example. If a 
company is planning for 2°C, that can mean an infinitely wide range of potential policies 
and policy designs, at a range of governmental levels – meaning assumed scenario analyses 
are relatively useless to the market’s ability to evaluate a particular company’s climate 
governance. 

• The market may benefit if companies could pick from a finite group of policy scenarios and 
market outcomes to stress-test their governance and business impacts.  For policy scenarios 
to gain market confidence, however, a guidebook is needed to socialize internal corporate 
communication between sustainability, finance, and government affairs representatives.  

• In Europe, where this debate on assessing policy risk is more sophisticated, corporations 
and investors are in heated discussions about which scenarios, assumptions, and 
technologies to model – a conversation that has thus far largely been avoided in the United 
States. 

• Several participants identified the need for a wholesale shift in perception by companies 
and investors of climate policy risks away from being separate into being something capable 
of defining good corporate governance and as offering the potential suite of investment 
drivers for opportunities. 

Proposed Objective: Examine short- and long-term climate policy scenarios and models to 
identify guideposts and regiment corporate stress testing.  
 

Establishing Sustainable Business Taxonomies 

5) The need for a universal “common language” between investors and corporations on 
climate risk management/governance and reward opportunities needs to be pursued by 
the private sector first, but ultimately it will need to be ratified by government policy. 
Market re-alignment requires setting a harmonized taxonomy or “rules of the road” that 
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informs both companies and investors on how to identify, digest, and harness climate-related 
financial risk factors to drive investment decision-making in a carbon-constrained world.  
 
• Market-based proponents argue that if the goal is to get capital markets to respond to 

climate-related risks, an enabling environment needs to be established that sends “the 
market” climate risk-adjusted price signals. Clear definitions and rules for the classification 
of climate-related risks and sustainable business activities could be foundational creating a 
common language on how markets translate individual climate-related risks into financial 
terms.   

• Public policy was highlighted as a missing component and fulcrum for the realignment to 
account for climate-related risks. Rather than dictating outcomes, government could play a 
systems-level or “enabling environment” role, defining and standardizing what the material 
risks really are to particular sectors so the private sector can navigate on their terms. 

Proposed Objective: Convene a pragmatic TRRI workshop with policymakers to identify 
and provide recommendations for establishing foundational common language on 
sustainable business activities, considering U.S. market realities.  

 
Driving Market Transparency for Climate-Related Business Opportunities 
 
6) Basic guidance and principles can be established to help companies and investors cultivate 

a greater emphasis on successful climate-related business and investment opportunities. 
There is a difference between having corporate or portfolio objectives to manage climate risks 
and having an objective of reaping the financial value of climate investment opportunities, 
particularly for companies that want to be rewarded and financially valued on the basis of their 
high performance. 

 
• The amorphous climate-related risk management lens tends to be where many companies 

venture into a discussion of enterprise-level climate governance, yet there isn’t a clear 
roadmap on how to best translate the forecasted or real impacts of transition, regulatory, 
and financial risks, and thus corporate data gathering and management efforts get overly 
focused on risks and not on converting risks into opportunities.   

• Several TRRI participants have noted the distinction between disclosure of metrics and any 
ability to develop actionable strategies based on those metrics to seize climate-related 
opportunities.  Moreover, to what degree are such risk factors, once digested, going to 
enable transition economy corporate investment opportunities to be scored and valued as 
a response to quantified climate-related risk factors?  

• Identifying and integrating climate-related financial risks into operations instructs company 
executives on downside risk, however it does not necessarily demonstrate or quantify the 
value of how companies could seize climate-related opportunities.   

• There is a need for more robust market pricing for evaluating and pricing corporate 
investments in climate mitigation and adaptation.  
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Proposed Objective: Distill existing guidance, principles, and resources into TRRI Guidance 
to help companies and investors cultivate a greater focus and emphasis on climate-related 
business and investment opportunities.  

 
Addressing Climate Policy Engagement: Leveraging Market-Driven Solutions 

7) Systems-level gaps may not be addressable at the individual firm level. There may need to 
be governmental policy enabling framework.  Participants noted that a transition to a low-
carbon economy is inevitable, but many companies and investors are still not focused on 
advocating for better policy guidance to underpin and augment that inevitable investment 
horizon.   
 
• Participants questioned whether the private sector-only approach can address the systems-

level gaps identified and re-tilt the market to account for and price climate-related risks and 
opportunities.  

• Several participants noted the financial sector should use its immense political power and 
“collective action” leverage to get policymakers to focus on providing an enabling 
environment. It would be catalytic if major participants in capital markets (corporates and 
investors) knew what enabling environment policies they wanted to ask for and asked for it, 
but there is widespread passivity and policy disengagement even among companies that 
say they want to push climate progress.   

Proposed Objective: Launch a Climate Business Roundtable, corporate-investor coalition 
unencumbered by advocacy groups, to jointly educate and communicate policy 
observations and potential recommendations to policymakers to navigate climate policy in 
a way that (a) provides clear, consistent and measurable information to enable the market 
to invest around decision-useful risk factors and information, (b) defines environmental 
performance as a financial performance indicator, and (c) assists companies seeking to 
transition to a low carbon economy. 


