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What we Learned during 
the Pandemic
It is undeniable that the global economy 
and real estate portfolios are being 
tested by the COVID-19 crisis. The 
pandemic has also accentuated the link 
between the economy and the drivers 
of climate change. Reduced movement 
and economic activity have disrupted 
global energy consumption, resulting in 
substantial declines in carbon emissions. 
Between January and April 2020, global 
emissions fell by -8.6% compared  to the 
same period in 20191. This reduction has 
given climate scientists evidence that 
curbing the global rise in temperature, 
with great effort, might be possible.

The long-term risks and opportunities 
arising from climate change will outlive 
the impact of the pandemic. As lockdown 
restrictions ease and economic activity 
levels rise, carbon emissions will return, 
and even surpass, pre-pandemic 
levels. Meanwhile, the construction and 
operation of real estate will continue to 
be a principal contributor to global carbon 
emissions. Pre-pandemic estimates 
highlighted that the sector contributes 
roughly 40% of global emissions 
according to the World Green Building 
Council2.

Over recent years, awareness of the 
threat climate change poses to our 
planet has only increased. Different 
actors are taking steps to keep global 
warming below 2°C and accelerate the 
transition to a clean energy, low carbon 
economy, including the US $4.6 trillion 
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AUM represented by the United Nations-
convened Net-Zero Asset Owner Alliance, 
and the 1,000+ organizations that have 
publicly signed on as supporters to the 
Task Force for Climate-Related Financial 
Disclosure (TCFD). Reporting frameworks 
will play an integral role for investors, and 
the TCFD framework ensures consistent 
standards of reporting from investment 
managers across the asset classes, 
including real estate.

While steps are being taken by asset 
owners to push the market towards net 
zero carbon adoption through carbon 
offsets and emission reductions, the 
2020 edition of JLL & LaSalle’s Global 
Transparency Index highlights that, 
in fact, no country achieved LaSalle’s 
highest score for this factor. Market 
transformation and disclosure have 
proven to be the main drivers of lowering 
carbon emissions to date in the real 
estate industry, especially in Australia, 

Canada and across Europe, including the 
UK.

Investment professionals’ awareness 
of the interplay between political, 
regulatory, and climate-related factors 
and investment performance has 
increased3. Most analyses decompose 
climatechange-related risks into two 
categories: physical4 and transition5 
risks. Physical risks could pose financial 
implications for organizations; through 
damage direct to assets or indirectly 
via impacts such as supply chain 
disruption. Most notably, transition risks 
will be manifested through the way asset 
owners and tenants respond to changing 
regulatory and political landscapes. In 
addition, the regulatory environment will 
differ country-to-country, and often city-
to-city. The geographically diverse yet 
localised nature of real estate investment 
means that climate-related risk and 
opportunity identification will also differ 

1. “Temporary reduction in daily global CO2 emissions during the COVID-19 forced confinement”, 19.05.20. Nature Climate Change https://www.nature.com/articles/s41558-020-0797-x
2. Buildings play a dominant role in the clean energy transition. Building construction and operations accounted for 36% of global final energy use and nearly 40% of energy-related carbon dioxide (CO2) emissions in 2017. See:unenvironment.

org/resources/report/global-status-report-2018 
3. The release of the Taskforce on Climate-Related Financial Disclosures (TCFD) recommendations in June 2017 and the more recent launch of the Net-Zero Asset Owner Alliance at the United Nations Climate Change Summit in September 

2019 show how international organizations are acting, sometimes without the support of national governments.
4. Acute physical risks physical risks refer to those that are event-driven, including increased severity of extreme weather events, such as cyclones, hurricanes, or floods. Chronic physical risks refer to longer-term shifts in climate patterns (e.g., 

sustained higher temperatures) that may cause sea level rise or chronic heat waves. 
5. Transition risks involve broader societal, economic, and political implications. Transitioning to a lower carbon emission economy will likely entail extensive policy, legal, technology, and market changes to address requirements related to 

climate change. Depending on the speed of these changes, transition risks may impose immediate or distant future financial liability and reputational risk to investment managers. 
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by region/location, market, and property 
type. This makes adapting to climate 
change and mitigating transition and 
physical risks more complicated in the 
real estate industry than in other asset 
classes, since stocks and bonds are not 
typically rooted to specific locations. As 
LaSalle begins to analyse climate risk 
data that has been generated for our 
portfolios, we expect to learn a lot more 
about which risks can be eliminated or 
contained and which cannot.

Insurance plays a pivotal role in 
understanding the financial impact of 
climate change for numerous reasons. 
Most notably, insurance coverage is a 
key consideration for most firms when 
addressing loss from climate-related 
catastrophes. No matter the natural 
catastrophe, insurance is often the 
first, and sometimes only, recourse for 
recouping financial loss. Secondly, the 
insurance industry has long been the 
modeler of choice for predicting and 
evaluating these natural catastrophe 
events, which are now occurring with 
more frequency and severity. The 
output of these models has important 
implications for insurance availability and 
pricing, terms and conditions, regulatory 
oversight, and capital adequacy.

Recognizing the key role of insurance, 
LaSalle, in conjunction with its risk 
management advisor Aon, has identified 
nine global insurers to begin a climate 

change information exchange. This 
will help LaSalle in its decision making 
around financing and insurance costs 
for our investment models, at both the 
portfolio level and the property level. 
Additionally, it will allow LaSalle to enter 
dialogue with insurance companies to 
compare views on current and future 
pricing, availability, and the intersection 
of real estate, insurance decisions, and 
climate risk.

Beyond the information exchange, 
LaSalle’s Sustainability, Risk 
Management, and Research teams are 
working together on two parallel initiatives 
analyzing climate-related physical and 
transition risks. First, in collaboration 
with Aon, LaSalle has been reviewing 
and vetting the capabilities of several 
climate change analytics and modeling 
firms. Second, LaSalle is developing its 
global carbon strategy and European 
pathway to achieve net-zero carbon 
by 2050. Although considerable work 
remains, these efforts enhance LaSalle’s 
understanding of the risk factors with 
a goal to apply this knowledge to any 
investment strategy.

With many pressing short-term concerns 
created by the pandemic, climate-related 
factors could be relegated temporarily 
to a secondary role within investment 
analysis. We believe that would not be 
prudent. Given the long-term window 
over which climate-related risks operate, 

portfolios will eventually need to anticipate 
the cost of rising insurance costs or 
possibly the loss of any coverage for 
real estate in the highest risk locations 
or jurisdictions. Analysis of climate risk 
in 2020, followed by careful portfolio 
re-positioning, could spare a portfolio 
manager from much bigger costs in 2025, 
as the insurance and investment markets 
begin to price climate change. This kind 
of longer-term view will build financial 
resilience into an investment portfolio 
as well as begin to make a positive 
contribution to the pressing societal 
need to “flatten the curve” of rising 
temperatures.

Sophie Carruth
HEAD OF SUSTAINABILITY, 
EUROPE
sophie.carruth@lasalle.com

Eric Duchon
HEAD OF SUSTAINABILITY 
eric.duchon@lasalle.com

Tom Miller
HEAD OF DEVELOPMENT, 
HONG KONG 
tom.miller@lasalle.com

Jacques Gordon
GLOBAL HEAD RESEARCH 
& STRATEGY
jacques.gordon@lasalle.com

Contacts

The outbreak of the Novel Coronavirus (COVID-19) was declared by the World Health Organisation as a “global health emergency” on the 30th January 2020 and was then characterised as a pandemic in March 2020. COVID-19 has 
impacted global financial markets, severely restricted international trade and travel, disrupted business operations (in part or in their entirety) and negatively impacted most investment asset classes (including real estate (whether 
held directly or indirectly, or whether as a result of being a lender to owners of real estate).

As a result of the above factors, conditions exist in the real estate markets that may result in value uncertainty and valuations are reported on the basis of significant valuation uncertainty or extraordinary assumptions related to the 
impact of COVID-19. Consequently, less certainty – and a higher degree of caution – should be attached to valuations than would normally be the case. Given the foregoing and the unknown extent of the impact of COVID-19, 
LaSalle accordingly highlights that the reliability of real estate values in this report may be significantly under- or over-stated and subject to material variance on a short term basis.This publication does not constitute an offer to sell, or 
the solicitation of an offer to buy, any securities or any interests in investment funds advised by, or the advisory services of, LaSalle Investment Management (together with its global investment advisory affiliates, “LaSalle”). If this 
publication is deemed by any law to constitute such an inducement, offer, invitation or solicitation then it is not being made available in any jurisdiction where it would be unlawful to make such an inducement, offer, invitation or 
solicitation. Any offer (if made) will only be made by means of an offering memorandum.
The views expressed in this publication represent the opinions of the persons responsible for it as at its date, and should not be construed as guarantees of performance with respect to any investment. This publication has been 
prepared without regard to the specific investment objectives, financial situation or particular needs of recipients. No investment, legal or tax advice is provided. Recipients should independently evaluate specific investment strategy 
or manager, and consult with qualified investment, legal and tax professionals before making an investment. LaSalle has taken reasonable care to ensure that the information contained in this publication has been obtained from 
reliable sources but no representation or warranty, express or implied, is provided in relation to the accuracy, completeness or reliability of such information. LaSalle does not undertake and is under no obligation to update or keep 
current the information or content contained in this publication for future events. By accepting receipt of this publication, the recipient agrees not to distribute, offer or sell this publication or copies of it and agrees not to make use of 
the publication other than for its own general information purposes. 
This publication contains forward-looking statements that are identified by their use of terms such as “anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “predict,” “project,” “should,” “will,” and other 
similar terms, including references to assumptions and forecasts of future results. Forward-looking statements are not guarantees of future performance and involve known and unknown risks, uncertainties, and other factors that may 
cause the actual results to differ materially from those anticipated at the time the forward-looking statements are made. Although we believe the expectations reflected in such forward-looking statements are based upon reasonable 
assumptions, we can give no assurance that the expectations will be attained or that any deviation will not be material. We undertake no obligation to update any forward-looking statement contained herein to conform the statement 
to actual results or changes in our expectations.
LaSalle as well as their directors, officers, employees and representatives does not accept any liability in negligence or otherwise for any loss or damage suffered by any party resulting from reliance on this publication.
Copyright © 2020 LaSalle Investment Management. All rights reserved. No part of this publication may be reproduced by any means, whether graphically, electronically, mechanically or otherwise howsoever, including without 
limitation photocopying and recording on magnetic tape, or included in any information store and/or retrieval system without prior permission of LaSalle Investment Management.




