
REITs and TCFD
Download any of our white papers to get detailed understanding of the four pillars of the Task Force
on Climate-related Financial Disclosures (TCFD) and start your climate journey today. The papers
focus on Governance, Strategy, Risk Management, and Metrics and Targets.

REITs and climate change
Climate-related risks and opportunities are becoming an increasingly
important issue for the real estate investment industry. REIT portfolios are
exposed to extreme weather events like storms, floods and sea-level rise, as
well as transition risks resulting from the global transition to a low-carbon
future, like regulatory changes and shifting market preferences.
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Recent research indicates that the physical impacts of climate change can
lead to huge property losses, with estimates showing that coastal properties
worth USD $106bn are likely to be below sea level by 2050.1 Regulations
around GHG emissions, building standards and carbon taxes are increasing
globally, and 65 countries currently have carbon pricing initiatives in place.2

REITS must watch out for these transition risks.

TCFD and benefits for REITs
A growing number of REITs are now seeing the value in disclosing the
climate-related risks and opportunities that are relevant to their businesses.
The Task Force on Climate-Related Financial Disclosures (TCFD) is viewed by
investors, regulators, policymakers, and other stakeholders as the gold
standard for producing this information. In mid-March, the Securities and
Exchange Commission (SEC) released a draft rule requiring companies to
disclose their climate risks, based in part on the TCFD framework.

Beyond addressing the needs of investors and regulators, using the TCFD
framework can help organizations identify how climate change impacts their
businesses and how management of climate risks and opportunities can be
integrated into decision-making and strategies. It can also assist with
developing transition roadmaps toward a more sustainable future. In short,
the TCFD is one of the best tools available for understanding how climate
change is impacting your business, and what you need to focus on.

The TCFD framework is divided into four pillars focused on:
● Governance — How an organization’s leadership is prepared to drive

climate action, at both the Board and management level;
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● Strategy — How the management of climate-related risks and
opportunities are considered within the organization’s strategy;

● Risk Management — Whether the organization’s risk management
framework takes climate-related risks into account; and

● Metrics and Targets — What climate-related metrics are being tracked
by an organization and how the organization sets and measures
progress against climate goals.

The TCFD can be used by businesses in any sector, but it is incredibly useful
for REITs given their exposure to both physical and transition risks.

Governance
The Governance pillar of the TCFD asks organizations to disclose how their
board and management show  climate leadership and ambition. The pillar
includes two recommended disclosures. These aim to illustrate the processes
that inform the board and management of climate-related issues, and help
them gain expertise on climate-related topics. They also cover how the board
and management take climate change into consideration for decision-making
and strategic planning.



- 2021 Annual Report
British Land

Strategy
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Having a robust climate strategy enables a REIT to develop resilience to
climate-related risks and maximize climate-related opportunities. A good
climate strategy identifies and prioritizes climate-related risks and
opportunities across different time horizons, evaluates how these risks and
opportunities may impact the organization’s overall strategy and financial
planning, and takes into account forward-looking climate scenarios.

- Integrated Sustainability Report 2021
City Developments Limited

Risk Management
An organization’s climate risk management processes should be designed to
identify, assess and manage climate-related risks, in a proportionate manner
relative to other material risks. Having a consistent climate risk management

https://www.cdlsustainability.com/pdf/CDL_ISR_2021.pdf#page=54


approach can help an organization focus resources and efforts towards the
most material risks.

- Corporate Responsibility Report
Macerich

Metrics and Targets
Once an organization has outlined oversight of climate-related
responsibilities, has a robust climate strategy in place and established climate
risk management processes, metrics and targets will help to characterize,
measure and monitor its climate performance. Too often, businesses jump
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straight to metrics and targets — thinking that they need to have a net-zero
goal, for example. However, It is important to lay the foundation through
governance, strategy, and risk management, before setting metrics and
targets.
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- Sustainability and Performance Data Report 2021
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Conclusion
Global efforts to standardize climate disclosures for businesses have
accelerated recently. The US Securities and Exchange Commission (SEC)
proposed a rule for mandatory climate disclosure for issuers on March 21,
which has been fashioned around the TCFD recommendations.

In the UK, as of April 6 all listed companies, banks and insurers with more than
500 employees are now required to produce TCFD-aligned disclosures.
Japan, New Zealand, Switzerland, the European Union, Canada,  Brazil, and
many others are also considering mandating climate-related disclosures
aligned with the TCFD recommendations.

In the real estate investing space, there is growing demand for REITs of all
sizes to disclose in alignment with the TCFD. A number of REITs are also
committing to net-zero targets and climate action goals, something that the
TCFD recommendations can help with, by providing guidance to develop
credible decarbonization strategies.
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