Article
Asset Stewardship

Effective Climate-Risk Disclosure in
the Agricultural and Forestry Sectors
through the Lens of the Task Force on
Climate-related Financial Disclosures
Michael Younis
Assistant Vice President
Asset Stewardship
Maher Colaylat
Senior Associate
Asset Stewardship
• The agricultural and forestry sectors collectively account for nearly one
quarter of global greenhouse gas (GHG) emissions1. These sectors are
likely to bear some of the greatest financial impacts of climate change.
Companies in these sectors clearly communicate how they mitigate
climate-related risk; however, more disclosure is needed on how they
are adapting their business to the impacts of climate change.
• Currently the goal-setting process is driven by risk mitigation; as
companies focus on adapting their business strategies, we believe
the sustainability-related goal-setting process will encompass this
focus as well.
• Given growing investor interest in this area, we have developed guidance
to help directors and management evaluate the quality of their own
climate-related disclosure against market and investor expectations.

Climate change represents a considerable and growing risk for companies. State Street Global
Advisors believes that boards should respond to this as they would any other significant risk
to their business. As long-term investors, we advocate for companies to have a sustainable
climate strategy. To us, this means boards and management should focus both on mitigating
a company's impacts on the climate, as well as ensuring that the business is resilient to the
impacts of climate change.

In 2015, we published Climate Change Risk Oversight Framework For Directors. Most recently,
in 2017, we published the paper SSGA’s Perspectives on Effective Climate Change Disclosure,
which assesses the quality of climate-related disclosure in the oil and gas, mining, and utilities
sectors. This publication expands our climate focus into the agricultural and forestry sectors.

Why Agriculture
and Forestry?

Globally, the agricultural and forestry sectors are some of the most likely sectors to bear the
greatest financial impact as a result of climate change. The risks that climate change will inflict
on these companies are poised to cause significant disruption and financial burden if left
unaddressed. The industry is a significant contributor to climate change as it accounts for nearly
one quarter of global greenhouse gas (GHG) emissions1.

Methodology

Recommendations by the Task Force on Climate-related Financial Disclosure (TCFD) are
increasingly considered a valuable framework for investors and companies to assess, manage,
and disclose climate risk. State Street Global Advisors reviewed the existing disclosure and
sustainability-related reporting of agricultural and forestry companies using the TCFD framework.
The findings and views in this paper are informed by our evaluation of the quality of disclosure
of 60 companies across 12 sub-GICS2 that we most closely associated with the agricultural and
forestry space. We also leveraged the information we gathered from over 130 agricultural and
forestry engagements we have conducted since 2015 to further inform our views.

TCFD’s Framework
How the Agricultural and
Forestry Sectors Stack Up
Core Area

TCFD Expectation

Percent of Companies
Meeting Expectations

State Street Global Advisors’ View

Governance

Disclose the organization’s governance around
climate-related risks and opportunities.

53%

While most companies in these sectors have some
level of board oversight, formal board oversight of
climate-related risk can be strengthened.

Strategy

Disclose the actual and potential impacts of
climate-related risks and opportunities on the
organization’s businesses, strategy, and financial
planning where such information is material.

12%

Overall, we found that there is little to no disclosure
around the actual and potential impacts of climaterelated risks and opportunities on the organization’s
specific businesses, strategy, and financial planning.

Risk Management

Disclose how the organization identifies, assesses,
and manages climate-related risks.

Companies in these sectors broadly recognize that
climate change poses a material risk.

Metrics and Targets

Disclose the metrics and targets used to assess
and manage relevant climate-related risks and
opportunities where such information is material.

82%
75%

Companies in these sectors have strong
communication regarding how they mitigate their
impacts on the climate.

Using the TCFD framework for each of the core areas (Governance, Strategy, Risk Management,
& Metrics and Targets), below we have provided:
•

Our views on the specific TCFD core area

•

Findings from our comparative analysis

•

Illustrative examples of industry best practices to guide disclosure

•

Specific recommendations intended to improve the quality of disclosure
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As companies look to better incorporate sustainability into long-term strategy, we hope this
paper provides guidance as well as sets investor expectations relating to climate-related
disclosure. Our investor perspective is intended to help directors and senior management as
they tackle this complex issue. We hope this publication is useful for directors seeking to evaluate
their own approach to disclosure of climate-related practices and how these practices relate to
long-term strategy.

Governance

53%
of companies disclose some
level of board oversight of
sustainability-related risk

Our view We expect boards to be strong, effective, and independent from management, and to
oversee and mitigate the key risks facing the company. Board members should consider climate
risk as they would any other material risk to the sustainability of their business. We encourage
companies to include oversight of sustainability at the committee or full board level.
Research findings Over 50% of companies we examined have some level of board oversight of
sustainability issues. However, 82% of companies identified climate change as a material risk. This
is an indication that there is a significant gap in the disclosure of board oversight of material risks.
To better address the necessary oversight of climate as a material risk, we expect formal board
oversight of this topic to be reflected in board committees, charters, or other disclosure materials.
Industry-leading examples:
• One retail supplier of agricultural products has a dedicated Environment and Safety
Committee on its board.
•

To reflect the growing importance of sustainability to returns, a paper and forestry products
company repurposed an existing board committee to provide greater oversight.

Recommendations In addition to disclosing board oversight of sustainability-related matters,
directors should be prepared to discuss with investors how they oversee sustainability issues as
part of the strategic review process.

Strategy

12%
of companies disclose the
actual and potential impacts
of climate-related risks
and opportunities on the
organization’s businesses,
strategy, and financial
planning where such
information is material

Our view Companies should disclose how they are adapting their business practices and
investment activities to make their businesses more resilient to the effects of climate change.
Companies should not view climate change only as a risk but also as an opportunity that can
differentiate them from their peers if incorporated effectively into strategy.
Research findings Strategy is the area where we found the most significant gap between the
TCFD framework and market practices. Only 12% of the companies examined articulated how
a specific climate risk, such as drought or warmer temperatures, would impact their business
operations or products.
Industry-leading examples:
• One manufacturer of consumer foods identified 10 ingredients that represent half of the
company’s total raw material purchases and established goals to sustainably source 100%
of these priority ingredients by 2020.
•

An Australian food retailer is investigating how climate will affect its water supply as well as
how inclement weather may affect its supply chain.
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Recommendations Companies need to address the strategic implications of climate change;
management should be ready to articulate the link between climate risk and strategy. For
example, companies may consider disclosing how a company’s assessment of climate change is
impacting capital allocation decisions, investments in research and technology, diversification of
the supply chain, and/or the hardening of physical assets. This type of disclosure helps investors
understand which sustainability-related issues may affect the business and how the company
plans to address these risks.

Risk Management

82%
of agricultural and forestry
companies include climate
change as a material risk in
their public disclosures

Our view Companies should have strong risk disclosure around climate change. This disclosure
should provide a narrative regarding the different types of risks associated with climate change
and should be contextualized through the lens of the company’s strategy. In doing so, companies
will be better positioned to incorporate climate-related issues into the long-term strategy.
Research findings We found that, overall, agricultural and forestry companies are doing an
effective job disclosing information about the processes they have implemented for identifying,
assessing, and managing climate-related risk. In fact, 82% of the companies we evaluated include
climate change as a material risk in their public disclosures. We found that these companies’
disclosures most often reference the regulatory and physical climate-related risks.
Industry-leading examples A multinational confectionery, food, and beverage company is
taking a robust approach to disclosing its risk-management process. The company describes
how it administered a lifecycle assessment of its products to determine where it had potential
exposure to climate change. The company also describes how it used information from this
assessment to prioritize its risk-mitigation efforts and set sustainability-related goals.
Recommendations Agricultural and forestry companies are doing a commendable job of
disclosing climate-related risk at the enterprise level. However, companies could further improve
disclosure quality by providing more information on how these risks could specifically affect
integral activities such as operations or external parts of the supply chain.

Metrics and Targets

75%
of agricultural and forestry
companies disclose goals
for emission reduction and/
or intensity

Our view We expect companies to set goals, identify metrics and targets, measure progress,
and manage issues material to their business. While sustainability issues may vary by sector,
generally agricultural and forestry companies should disclose metrics and targets related to
emissions, water, and waste.
Research findings Agricultural and forestry companies exhibited a high level of adoption of
sustainability-related goals more broadly, but the robustness of disclosure varies significantly
across sustainability topics as highlighted below:
• 75% of companies disclose goals for emission reduction and/or intensity targets.
• 60% of companies disclose goals related to water efficiency and/or reduction in water use.
• 40% of companies disclose goals to certify the sustainability of their products or materials
through a third party.
• 37% of companies disclose goals for reducing residual waste through more effective recycling
of outputs and other improvements to operations.
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Industry-leading examples Examples of companies that are setting goals to address the many
forms of climate risks include:
• Emission reduction An agricultural chemical company established a target to reduce its
combined Scope 1 and Scope 2 GHG emissions by 10% per ton of finished product by 2020.
• Water efficiency A beverage company adopted a global goal to improve water-use efficiency
by 15% in high-water-risk areas of the company’s direct agricultural supply chain by 2025.
•

Sustainability certifications An agricultural products company aims to achieve 100%
traceability of its palm oil suppliers by 2020.

•

Recycling A food retailer established a goal of reducing food waste in its operations by
50% by 2050.

Recommendations Metrics and targets to mitigate the climate change impacts from a
company’s operations is an area of strength for companies within the agricultural and forestry
sectors. However, few companies establish targets to support strategic initiatives that help
companies adapt to the impacts that climate change may have on their business. As these
companies strengthen their risk-management processes and further incorporate sustainability
into business strategy, future targets should reflect this change.

Conclusion

The agricultural and forestry sectors are highly susceptible to climate change. Using the
TCFD framework, this report provides our perspective on the current state of climate-related
disclosure in the agricultural and forestry sectors, as well as our recommendations for how
companies can enhance their climate-related reporting and disclosure. We find that while
companies are strong at communicating their impacts on climate risk, they fall short in disclosing
how they are adapting their business strategies to accommodate climate change. Going forward,
boards should be prepared to engage with investors on their sustainable climate strategies,
which encompass both the mitigation and adaptation activities around climate change.

Contributors

Michael Younis
Assistant Vice President
Asset Stewardship

Maher Colaylat
Senior Associate
Asset Stewardship

1

2

Endnotes

 nited States Environmental Protection Agency. “Global
U
Greenhouse Gas Emissions Data.” https://www.epa.gov/
ghgemissions/global-greenhouse-gas-emissions-data.

Global Industry Classification Standards.

Effective Climate-Risk Disclosure in the Agricultural and Forestry Sectors

5

About State Street
Global Advisors

Our clients are the world’s governments, institutions and financial advisors. To help them achieve
their financial goals we live our guiding principles each and every day:
•
•
•
•

Start with rigor
Build from breadth
Invest as stewards
Invent the future

For four decades, these principles have helped us be the quiet power in a tumultuous investing
world. Helping millions of people secure their financial futures. This takes each of our employees
in 31 offices around the world, and a firm-wide conviction that we can always do it better. As a
result, we are the world’s third-largest asset manager with US $3.15 trillion* under our care.
* This figure is presented as of September 30, 2020 and includes approximately $80.51 billion USD of assets with
respect to SPDR products for which State Street Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as
the marketing agent. SSGA FD and State Street Global Advisors are affiliated.
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