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All six Thurgauer Kantonalbank strategy funds have a fund of
funds structure, with the strategy and investment policy
implemented by index components. Traditional indicators
such as the cost (TER) and volume of a tracker (ETF or index
fund), as well as liquidity, spreads, taxes, replication type and
domicile are all factored in when evaluating passive investment vehicles. When building sustainable investment portfolios, it is also necessary to use additional criteria to determine
the degree of sustainability. We systematically include sustainability criteria in the process, which prioritises choosing
the sustainable index for each asset class. In addition to the
ESG criteria, the selection process for the instruments has to
balance the impact on costs and on the tracking error (TE) versus the fund’s benchmark subindices.
Over the last few years, the number of sustainable passive investment vehicles has increased significantly. They
now range from products with a light green sustainability
approach, which excludes companies with controversial business practices, to dark green sustainability approaches. The
latter will only consider positions with the best ESG ratings or
companies with the lowest carbon emission intensities. This
approach significantly reduces the number of portfolio positions compared to the underlying index and this tends to be
reflected in a higher tracking error.
Ultimately, it is an optimisation problem with a range of
variables like ESG rating, carbon footprint and carbon intensity plus the tracking error and TER. This is particularly
important when building a portfolio using passive investment vehicles as the various aspects of sustainability can
impact each other. For example, a portfolio comprising companies with the best ESG ratings won’t necessarily be a portfolio with the lowest carbon emission intensity. It is not that
simple, there is a discreet decision to be made by the investment manager.

The building sector plays a key role in the fight against climate
change. More than a third of global energy consumption and
about 40 percent of global greenhouse emissions are caused
by the real estate sector. In Switzerland, this sector also makes
a significant contribution to national greenhouse gas emissions, accounting for over 20 percent. Since 1990, emissions
have already been cut by more than 30 percent. To curb climate change, however, there is an urgent need for further
reduction.
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Positive impact on sustainable energy balance
To cut greenhouse emissions in the real estate sector, active
real estate management is a must. Real estate accounts for a
substantial portion of carbon emissions. In the portfolio context, it is thus imperative to systematically address this area.
With a view to climate protection, active management of
energy consumption and fuel emissions is vital to ensure a
profound impact on the sustainable energy balance of a building. Sustainable building and real estate management are key
aspects of both asset and building management.
Zurich Invest Ltd makes use of renewable energy sources
in all its real estate portfolios. Suitable processes are used in
all areas of building management. Since 2010, carbon emissions have already been reduced by more than 20 percent. To
reach climate neutrality by 2050, the company also intends to
reduce carbon emissions by an additional 20 percent by 2025
and to qualify for three stars in the GRESB rating.
Action taken to achieve net zero
At Zurich Invest Ltd a clearly defined package of measures was
assembled to achieve the climate targets. Optimising the
operation of heating systems is just one example of how first
successes can be achieved quickly and in the short term. In
the medium and long term, energy efficiency and carbon
reduction targets can be achieved by building and renovating
according to the Minergie standard. Over time, these measures, along with the use of renewable energies will replace
fossil fuels fully. Zurich Invest Ltd endeavors to reach its climate goals in its transactions, asset management and renovation/new building projects.
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