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Implications for property values

Factor Investment Implications Impact on ‘non-
green’ buildings
Tenants prefer green to non- Over time rental differentials emerge Rental growth lower,
green buildings between green and non-green buildings depreciation higher
Non-green assets take longer to re-lease | Longer interruptions
at lease end to cash-flow, higher
risk premium
Non-green buildings are more Less money available for rent in non- Rental growth slower
costly to run (energy costs) green buildings
Other investors prefer ‘green’ Non-green properties take longer to Greater illiquidity and
buildings over ‘non-green transact opportunity cost, high
buildings’ risk premium required

» Lower rental growth, faster depreciation, higher ri sk premia all lead to
higher yields and lower values over time for non-gr een assets

» As differences in value emerge, non-green assets un  derperform

The more it matters, the more values and performanc e will be affected
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INVESTIBLE STRATEGIES

Improver Funds
— Existing assets, provide a ring-fenced sample subset
— Investigate and monitor the effect of ESG interventions on portfolio returns
— Aim to maintain and enhance investment returns
— Accept difficulties but apply successes across remaining portfolios
— Examples are Prupim, BT Pension Fund, Calpers CURE program

Green Funds
— New investment, with set rationale based on methodology, criteria, standards, experts
— Sourcing of assets may be difficult
— Obtaining funds may prove a challenge with market conditions
— Examples are Climate Change Capital, Sustento
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