
Collaborating for change 
In 2020 Hg became launch members of the UK 
network of the Initiative Climat International 
(iCI), a global organisation sharing skills and 
experience to build a sustainable future through 
investment management and investment 
choices. The iCI is officially endorsed by the UN’s 
Principles for Responsible Investment. By joining 
this initiative Hg makes three commitments: 

1. We recognise that climate change will have 
adverse effects on the global economy, which 
presents both risks and opportunities for 
investment.

2. We will join forces to contribute to the 
objective of the Paris Agreement, to limit 
global warming to well-below 2 degrees 
Celsius and in pursuit of 1.5 degrees Celsius.

3. We will actively engage with portfolio 
companies to reduce their greenhouse gas 
emissions, contributing to an overall 
improvement in sustainability performance.

The iCI meets monthly and in addition to the 
overall network Hg is part of the working group 
defining what Science Based Targets look like in 
the private equity industry. 

Our climate is changing, and the consequences  
of these changes are becoming increasingly 
apparent. Governments, industries, and 
companies are being urged to take steps to 
prepare, reduce risks and to take advantage of 
any opportunities that might arise. Hg is taking 
action too. We are measuring our carbon 
footprint and assessing our companies to 
understand potential risks across our own 
business and portfolio.

Carbon neutral certification 
Hg is certified carbon neutral* by Natural Capital 
partners. For more information about our  
carbon footprint and offsetting, please see  
our separate carbon footprint report  
(available to download on our website). 

Measuring our portfolio carbon footprint 
At the beginning of 2021, we started to carbon 
footprint all our portfolio companies by collecting 
data covering scope 1, scope 2 and some scope 3 
data. By doing this we are hoping to not only have 
a complete footprint for Hg (covering all our 
scope 3 emissions), but also to support our 
portfolio companies to think more strategically 
around their environmental impact and how to 
set carbon reduction targets. This is a first step  
in a longer journey to understand our collective 
impact and set net zero strategies not just for  
Hg but for our portfolio too. 

Understanding risks and opportunities  
across our portfolio 
As part of our commitment to become compliant 
with Task Force on Climate-related Financial 
Disclosures (TCFD) and to understand the risks 
associated with climate change across our 
portfolio, Hg conducts a climate change risk 
assessment of all our portfolio companies as  
part of their onboarding. This helps give Hg and 
our portfolio companies an understanding of  
risks and opportunities, as well as resilience of 
our businesses. 
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*covering all scope 1, 2 and most of our scope 3 emissions

https://hgcapital.com/responsibility/


Hg’s Climate Change Risk Assessment
Our Climate Change Risk Assessment tool is developed in collaboration with PwC and is specifically 
tailored to capture risks within the Software and Services industries and identify and mitigate risks  
that may have an impact on the performance of our businesses. The tool has two input sheets and two 
output sheets: 

Outputs
Climate change risks tend to be less prevalent in 
the software and services industry as most of 
these businesses have small scope 1 and scope 2 
carbon footprints and do not have complicated 
supply chains and/or industrial manufacturing 
sites. Most of Hg’s portfolio companies are cloud 
solutions and rely on external data centre 
providers, which is where most of the carbon 
footprint, and climate change risks, sit.  
It is therefore important that our businesses 
select cloud solution providers that have set 
ambitious carbon reduction targets. This is 
something that we look at as part of our annual 
ESG assessment of our portfolio businesses. 
Our climate change risk assessment shows that 
most of the climate change related risk in our 
portfolio is related to our portfolio companies’ 
suppliers or own businesses units that are based 
in countries with high transition risk such as the 
United States. The physical risks associated with 
our portfolio companies is very limited based on 
their geographical footprints and most of our 
companies have a medium to high resilience, 
which means climate change is considered as 
part of their risk processes and company 
resilience plans. 

1. General 
 inputs

2. Climate context 
 output

3. Climate 
 resilience inputs

4. Output 
 sheet

Portfolio Company 
inputs: Country and 
sector information for
• Own operations
• Supply chain
• Data centres

Background information 
through cause-effect 
chains mapping flow 
between climate 
event > outcome >  
business impact > 
financial impact

Questionnaire on 
Portfolio Company’s 
current business 
strategy, impact and 
mitigation against 
climate-related risks

Indicative risk score 
presented as “Low”, 
“Medium”, “High” for 
physical and transition 
risks in 2030, under two 
climate scenarios

Geographical Risks 
The transition and physical risk scores take geographical locations into account, based on:  
• Frequency of extreme weather events based on the National Center for Atmospheric Research (NCAR).  
• Country-specific carbon prices and ambition of Naturally Determined Contributions (NDCs) based on 

data from the International Energy Agency and Low Carbon Economy Index. 
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Two Climate Change Related Risks
Within each scenario, the tool targets the two main types of climate change risks: transition risks  
and physical risks.  

Deep dive: Climate change continued

1. Transition Risks – risks of transitioning to a 
low-carbon economy  

• Policy and legal risk: Compliance costs; 
stranded assets; asset impairment; restrictions 
and limitations on carbon intensive assets; and 
asset depreciation.  

• Market & economic risk: Company or securities 
valuations; asset impairment; viability of 
certain business models; and credit rating 
implications.  

• Technology risk: Write-offs for investments in 
disrupted technologies; required investment in 
new technologies; and process change costs to 
accommodate new technologies.

•  Reputation risk: Damage to brand value or 
reputation resulting in lost revenue and 
additional expenditures, e.g. corporate affairs, 
litigation. 

2. Physical Risks – increasing physical impacts  
of climate change

• Physical Risks: increasing physical impacts  
of climate change  

• Risk of extreme weather events: Short-lived 
extreme weather impacts. Disruption to 
operations, transportation, supply chains, etc. 
Damage to physical assets and impacts on 
insurance liabilities.  

• Risk of gradual climate changes: Impacts due 
to slow insidious change such as increasing 
temperature or water stress. Degradation or 
limitations on resource availability, e.g. labour, 
natural resources etc.  



Transporeon is a world leader in innovation driving the transition to sustainability within the logistics 
industry. Their cloud-based logistics platform connects over 1,300 shippers and c.120,000 carriers world-
wide. It has worked for 20 years on supply chain optimisation to make logistics and transportation more 
efficient economically and ecologically: to reduce empty runs and waiting times, and ease congestion at 
ramps which, taken together, decrease CO2 emissions. In a bid to share its vision of #netzero in logistics  
by 2050 with other logistics firms and customers, Transporeon designated March 2021 as Logistics 
Sustainability month. They held a series of discussions led by leaders and influencers representing the 
World Economic Forum (WEF), Kühne Logistics University, the Alliance for Logistics Innovation through 
Collaboration in Europe (ALICE), and the European Freight & Leaders Forum. The topics included:

• Decarbonisation for European Road Carriers Webinar: Experts from Kühne Logistics University, Smart 
Freight Center and the trucking company Girteka Logistics discussed challenges and opportunities for 
road carriers to reduce their CO2 emissions.

• Reducing CO2 Emissions, Industry talk: Experts from the WEF, Procter and Gamble, Codognotto, ALICE 
and the European Freight Leaders Forum discussed governmental and non-governmental policies to 
support the target toward Net Zero by 2030 and plans to decarbonise supply chains.

• Greener Supply Chain with Smart Optimization & Execution, Virtual Round Table: Speakers from ORTEC 
(experts in mathematical optimisation software), Transporeon Supply Chain and a Technology Strategist 
formerly working at the WEF shared ideas and experiences. 

• Behind the Mask, Wednesday podcasts, Green edition: Sustainability leaders from various sectors 
explored how technology and collective action can create impact on a large scale.

• Transporeon4Future Hackathon: Teams of students, Transporeon employees and customers  
were tasked with developing sustainable solutions in supply chain technology to solve major  
industry challenges.
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The Road Towards a Greener Future 
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