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Credit ratings and the impact of the green transition

The Climate Transition Impacting Markets Today

Climate change is often considered a long-term issue, not within most investors’
investment time horizon. However, the transition to decarbonise is impacting
economies and markets today.

Which Economies Most at Risk of Disorderly Wransition?

The ASR Transition Risk Scorecard ranks 48 economies according to their ability to
transition and decarbonise. Unsurprisingly-DM>EM, but there are outliers:

Worst DM'’s: Australia, Canada, US; Best'EM’s: Korea, Greece and Chile

Climate and Sovereigns Upgrades/Downgrades

Sovereign credit ratings do net appear to have accounted for the costs of the
transition. The Key chart-plots Physical vs Transition Risks and colour codes credit
ratings green (high quality).to red (low quality). Which ratings are most at risk?

High climate risk vs credit rating: Gulf, Australia, Canada, Netherlands, Belgium
Low climate risk:dreland, Japan, Chile, Hungary

rices, 21st Dec 2021
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2021

A Changing Climate for
Sovereign Risk, 10th Dec 2021

How public opinion shapes
Green Transition pathways,
3rd Dec 2021

Macro ESG: An Investment
Framework, 29th Nov 2021

Key chart: Physical and Transition Risk vs Moody’s credit ratings
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Credit Ratings- Green: Prime and High Grade; Orange: Medium Grade; Red: Non Investment Grade

Source: ASR Ltd. / Datastream from Refinitiv

Authorised and Regulated by the Financial Conduct Authority

www.absolute-strategy.com 36-38 Cornhill, London, EC3V 3NG


http://www.absolute-strategy.com/
http://www.absolute-strategy.com
mailto:michael.penn@absolute-strategy.com
mailto:richard.mylles@absolute-strategy.com
mailto:matt.cocker@absolute-strategy.com
https://www.portal.absolute-strategy.com/file/Absolute_Insight_Green_labelling_why_it_matters.pdf?docRef=56c7e687-1b19-4f3a-900a-0a8ca48e0465&ch=2
https://www.portal.absolute-strategy.com/file/Absolute_Insight_Green_labelling_why_it_matters.pdf?docRef=56c7e687-1b19-4f3a-900a-0a8ca48e0465&ch=2
https://www.portal.absolute-strategy.com/file/Chinese_and_Indian_Paths_to_Net_Zero.pdf?docRef=bdb25523-82aa-4f32-9bcd-f5c494362849&ch=2
https://www.portal.absolute-strategy.com/file/Chinese_and_Indian_Paths_to_Net_Zero.pdf?docRef=bdb25523-82aa-4f32-9bcd-f5c494362849&ch=2
https://www.portal.absolute-strategy.com/file/Absolute_Insight_The_resistance_to_rising_carbon_prices.pdf?docRef=99fbb36f-c149-4240-8ac0-b273b5588597&ch=2
https://www.portal.absolute-strategy.com/file/Absolute_Insight_The_resistance_to_rising_carbon_prices.pdf?docRef=99fbb36f-c149-4240-8ac0-b273b5588597&ch=2
https://www.portal.absolute-strategy.com/file/Absolute_Insight_The_First_Fuel_of_Decarbonisation.pdf?docRef=d9fa26cf-ea3e-4757-8baa-0cc25e406646&ch=2
https://www.portal.absolute-strategy.com/file/Absolute_Insight_The_First_Fuel_of_Decarbonisation.pdf?docRef=d9fa26cf-ea3e-4757-8baa-0cc25e406646&ch=2
https://www.portal.absolute-strategy.com/file/Macro_ESG_A_Changing_Climate_for_Sovereign_Risk.pdf?docRef=bcc0ff76-a83f-4d3e-9570-c0baa97a93e8&ch=2
https://www.portal.absolute-strategy.com/file/Macro_ESG_A_Changing_Climate_for_Sovereign_Risk.pdf?docRef=bcc0ff76-a83f-4d3e-9570-c0baa97a93e8&ch=2
https://www.portal.absolute-strategy.com/file/How_public_opinion_shapes_Green_Transition_pathways.pdf?docRef=fc0e24fe-dc4e-4c03-bf41-509e51a765bd&ch=2
https://www.portal.absolute-strategy.com/file/How_public_opinion_shapes_Green_Transition_pathways.pdf?docRef=fc0e24fe-dc4e-4c03-bf41-509e51a765bd&ch=2
https://www.portal.absolute-strategy.com/file/Macro_ESG_An_Investment_Framework.pdf?docRef=99e8448e-3665-4203-b947-80b0a94dd55f&ch=2
https://www.portal.absolute-strategy.com/file/Macro_ESG_An_Investment_Framework.pdf?docRef=99e8448e-3665-4203-b947-80b0a94dd55f&ch=2
https://www.portal.absolute-strategy.com/file/Staying_Defensive_Amid_Growth_and_Earnings_Risk.pdf?docRef=184e706e-44fb-411a-8a2c-f867bd6f1091&ch=2
https://www.portal.absolute-strategy.com/file/Staying_Defensive_Amid_Growth_and_Earnings_Risk.pdf?docRef=184e706e-44fb-411a-8a2c-f867bd6f1091&ch=2
https://www.portal.absolute-strategy.com/file/Staying_Defensive_Amid_Growth_and_Earnings_Risk.pdf?docRef=184e706e-44fb-411a-8a2c-f867bd6f1091&ch=2



