
Hoepner (2020) Climate Transition (i.e. Paris-Aligned) Investing: absolutely sustainable. EU JRC Sep 3rd 2020

Climate Transition (i.e. Paris-Aligned) Investing:

absolutely sustainable.

Andreas G. F. Hoepner

Notes: The underlying EU TEG work is based on the excellent and tireless efforts of Claudia Bolli, Manuel Coeslier, Delphine Dirat, Steffen Hoerter, Jean-
Christophe Nicaise Chateau, Sebastien Lieblich, Sara Lovisolo, Veronique Menou, Cesare Posti, Chantal Sourlas and Jean-Yves Wilmotte. Andreas also gratefully 

acknowledges scientific support on the EU TEG work from Theodor Cojoianu, Saphira Rekker, Fabiola Schneider and Theresa Spandel.



Hoepner (2020) Climate Transition (i.e. Paris-Aligned) Investing: absolutely sustainable. EU JRC Sep 3rd 2020

The European Commission calls for a 
climate-neutral Europe by 2050.

On 28 November 2018, the Commission presented its strategic long-
term vision for a prosperous, modern, competitive and climate-
neutral economy by 2050. The Net Zero 2050 target was 
agreed by all member states except Poland on December 12th

2019. Following the invitations by the European Parliament and the 
European Council, the Commission's vision for a climate-neutral 
future covers nearly all EU policies and is in line with the Paris 

Agreement objective to keep the global temperature increase to well 
below 2°C and pursue efforts to keep it to 1.5°C. 

https://ec.europa.eu/clima/policies/strategies/2050_en

https://ec.europa.eu/clima/policies/strategies/2050_en
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What is needed?! 
A trajectory to Net Carbon/Climate Neutral in 2050

41.6040.9240.2539.5938.9438.30

35.62

33.13

30.81

28.65

26.64

24.78
23.05

21.43
19.93

18.54

15.94

13.71

11.79
10.14

8.72
7.50

6.45
5.55

4.77 4.10 3.53 3.03 2.61 2.24 1.93 1.66 1.43 1.23 1.06
0.000.00

5.00

10.00

15.00

20.00

25.00

30.00

35.00

40.00

45.00

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 2049 2050

IPCC based Trajectory to Net Carbon Neutral from Paris Agreement
1.5C scenario 'Total net GHG emissions' (in GtCO2/yr)

based on IPCC Special Report on Global Warming of 1.5C (Table 2.1 & 2.4, Rogelj et al., 2018)
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Key Objective of the Climate Benchmarks (1/3)

Source: European Commission Ref. Ares(2020)1993773 - 08/04/2020 
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Absolutely Sustainable Investing =

Reduce GHG emissions vs. Market Benchmark in a given year 
(Relatively more sustainable investing as practiced in 2019)
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Absolutely Sustainable Investing =

Reduce GHG emissions vs. Market Benchmark in a given year 
(Relatively more sustainable investing as practiced in 2019)
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Reduce GHG emissions year on year by at least 7% p.a..
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Absolutely Sustainable Investing =

Reduce GHG emissions vs. Market Benchmark in a given year 
(Relatively more sustainable investing as practiced in 2019)

+

Reduce GHG emissions year on year by at least 7% p.a..

+

Reach Net Zero GHG emissions by 2050.
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Differentiation of climate benchmarks

• The two climate benchmarks vary in their level of ambition.

• As a result, most of the recommendations are common to both 
climate benchmarks but with different thresholds.

• Specifically, the Paris-Aligned Benchmark (PAB) use exclusions, 
while the Climate Transition Benchmark (CTB) does not.
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Recommendations for climate benchmarks: Minimum Standards

The TEG recommends minimum standards for the EU Climate Transition 
Benchmark and the EU Paris-aligned Benchmark:

EU 
CTB

EU 
PAB

Climate Scenario

IPCC 1.5°C

with no or 
limited 

overshoot
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Recommendations for climate benchmarks: Minimum Standards

The TEG recommends minimum standards for the EU Climate Transition 
Benchmark and the EU Paris-aligned Benchmark:

EU 
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lifecycle GHG 
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(both 50%+ rev)
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Key Objective of the Climate Benchmarks (2/3)

Source: European Commission Ref. Ares(2020)1993773 - 08/04/2020 
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Key Objective of the Climate Benchmarks (2/3)
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Absolutely Sustainable Investing =

Reduce GHG emissions vs. Market Benchmark in a given year 
(Relatively more sustainable investing as practiced in 2019)

+

Reduce GHG emissions year on year by at least 7% p.a..

+

Reach Net Zero GHG emissions by 2050.

+

Integrate Scope 3 GHG emissions.
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• GHG emissions should be considered using Life-Cycle Analysis with 
scope 3 being phased-in during a four year period

• Double counting can be addressed by ‘Footprinting Scope 1’ and separately 
‘Benchmarking Scope 2 & 3’, with at least 7% reductions on both

GHG emissions: Scope 3 is Key!
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Key Objective of the Climate Benchmarks (3/3)

Source: European Commission Ref. Ares(2020)1993773 - 08/04/2020 
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Absolutely Sustainable Investing =

Reduce GHG emissions vs. Market Benchmark in a given year 
(Relatively more sustainable investing as practiced in 2019)

+

Reduce GHG emissions year on year by at least 7% p.a..

+

Reach Net Zero GHG emissions by 2050.

+

Integrate Scope 3 GHG emissions.

+

Use the Precautionary Principle in GHG data estimations.
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Related Special Issue Deadlines: JBE 30/11/20 & AF 15/07/22
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Climate Transition (i.e. Paris-Aligned) Investing: absolutely sustainable.

“Thank you for your attention. 
I would love to learn from your questions and comments.”

Andreas G. F. Hoepner

Notes: The underlying EU TEG work is based on the excellent and tireless efforts of Claudia Bolli, Manuel Coeslier, Delphine Dirat, Steffen Hoerter, Jean-
Christophe Nicaise Chateau, Sebastien Lieblich, Sara Lovisolo, Veronique Menou, Cesare Posti, Chantal Sourlas and Jean-Yves Wilmotte. Andreas also gratefully 

acknowledges scientific support on the EU TEG work from Theodor Cojoianu, Saphira Rekker, Fabiola Schneider and Theresa Spandel.


