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KEY FINDINGS


We provide a framework that measures the investment implications of rising seas and extreme weather for
investors with long-lived fixed assets in their portfolios. Using geospatial analysis and a highly localized
dataset of approximately 60,000 properties and 8,000 power plants, we found that Asia-Pacific properties and
U.S. east coast power plants are particularly at risk.



U.S. property owners are buffered from sea level rise through geographic diversification, but inland flooding
and severe storms still pose a broad risk to assets. Approximately 30% of US IMI property owners have more
than half of their properties in flood-prone regions.



In Japan and Hong Kong, of the properties that have a combined exposure to sea level rise and increasing
storm intensity, approximately 43% are residential properties and 36% are retail properties.



In Australia, approximately 30% of properties covered by the Australia Investable Market Index are
identified as being exposed to severe weather. These properties are concentrated in Brisbane and Perth and
are predominantly office and industrial properties.



Thermal power generators are typically located near large bodies of water, which makes them particularly
exposed to flooding and extreme weather. Approximately 60% of total power production in the US IMI is
exposed to a high risk of flooding and 33% has high exposure to tropical storms.

FIGURE 1

Examples of exposure to storm intensity for utilities in Florida, USA and properties in Japan.

CO MP ANIE S MO S T E XPO S E D T O RI SIN G
SE A S AND SE VE RE WE A T HE R

FR AME WO R K
Through geospatial analysis and using detailed
location data, we assessed the exposure of U.S.
power generators and global property owners to
sea level rise, flooding (including storm surge), and
extreme weather, which are likely to pose greater
risks as a result of climate change.
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Climate Change Impacts: Rising Waters and Extreme Weather in Focus
According to the Intergovernmental Panel on Climate Change (IPCC), the rising
concentration of greenhouse gas emissions is likely contributing to global warming
and may result in intensified extreme storm events and sea level rise. Under the
highest emissions scenario, the IPCC projects that mean sea level will rise by 52-98
cm by the year 2100. Even under the most optimistic scenario of aggressive
greenhouse gas emissions reductions, the IPCC still projects sea level rise of 28-61
cm by 2100. In the worst case scenario 1 meter rise in sea level, entire island
nations are likely to experience catastrophic storm surge and seawater inundation.

The risk to investors is less clear due to the fact that flooding occurs on a highly
localized level, information on the location of fixed assets is sparse, and elevation
data requires complex analysis. However, our internal mapping capabilities and
access to comprehensive data sets on global properties and electric power
generation provides a means of gauging portfolio exposure to sea level rise,
flooding, and storm surge. Our focus on the real estate and electric power
industries is in part attributed to the long lives associated with their assets and the
potential to be impacted by climate change over the next several decades.

Flood-prone Properties in Europe

East Asia Properties in Cyclone Paths

U.S. Power Plants Potentially Impacted by Sea Level Rise

Australian Properties at Risk of Storm Surge
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Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive,
consequential (including lost profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit a ny liability that may not by applicable law be excluded or limited, including without
limitation (as applicable), any liability for death or personal injury to the extent that such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.
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Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD, FEA, InvestorForce, and other MSCI brands and product names are the trademarks, service marks, or
registered trademarks of MSCI or its subsidiaries in the United States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s. “Global
Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor’s.

About MSCI ESG Research
MSCI ESG Research products and services are designed to provide in-depth research, ratings and analysis of environmental, social and governance-related business practices to companies worldwide. Ratings and data
from MSCI ESG Research are also used in the construction of the MSCI ESG Indexes. MSCI ESG Research Inc. is a Registered Investment Adviser under the Investment Advisers Act of 1940.

About MSCI
MSCI Inc. is a leading provider of investment decision support tools to investors globally, including asset managers, banks, hedge funds and pension funds. MSCI products and services include indexes, portfolio risk and
performance analytics, and ESG data and research.
The company’s flagship product offerings are: the MSCI indexes with over USD 9 trillion estimated to be benchmarked to them on a worldwide basis1; Barra multi-asset class factor models, portfolio risk and
performance analytics; RiskMetrics multi-asset class market and credit risk analytics; IPD real estate information, indexes and analytics; MSCI ESG (environmental, social and governance) Research screening, analysis
and ratings; and FEA valuation models and risk management software for the energy and commodities markets. MSCI is headquartered in New York, with research and commercial offices around the world.
1

As of March 31, 2014, as reported in June 2014, by eVestment, Lipper and Bloomberg
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