
 

  

 

  
 

 
 

 

 

  

May 16, 2023 

PUBLIC FIXED INCOME 

Transition Finance: 
Investing in the Transition to 
a Low Carbon Economy 

Introduction 
Transition finance, which applies a sustainable investment 
strategy to some of the world’s most greenhouse gas (GHG) 
intensive industries, aims to provide an innovative and high 
impact opportunity for investors to leverage capital at scale 
to support the transition to the low carbon industries and 
technologies of the future. Transition finance does this by 
targeting companies and entities across the economy which 
have aligned their operations and business models with 
the decarbonization pathways established by the scientific 
community to achieve the targets set out in the Paris 
Agreement—an international treaty adopted by 196 parties at 
the 2016 United Nations Climate Change Conference. This note 
discusses the potential of transition finance as an investment 
opportunity and introduces MetLife Investment Management’s 
(MIM) Transition Strategy, a new research-driven, forward-
looking strategy to mobilize capital at scale to support the 
energy transition while targeting outperformance1 for fixed 
income portfolios. 
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Defining the Challenge 
To achieve the Paris Agreement objective to limit 
global warming to 1.5°C by the end of the century, the 
Intergovernmental Panel on Climate Change (IPCC) 
states that global GHG emissions will have to peak by 
2025, before declining by 43% by 2030 and reaching 
net zero by the early 2050s. Achieving this will require 
addressing GHG emissions across all areas of the 
economy, including hard to abate sectors such as steel, 
cement, transport and buildings. Climate change is an 
economy-wide, whole system challenge and will be 
solved through innovation and ambition in hard to abate 
sectors as much as in already green assets and activities. 

The investment needed to finance the transition will 
be significant. According to Bloomberg New Energy 
Finance (BNEF), global energy transition investment in 
2022 was US$1.1tn, approaching the level of fossil fuel 
investment for the first time. Between 2023 and 2030, 
independent modelling from BNEF, the International 
Energy Agency (IEA) and the Network for Greening 
the Financial System (NGFS) estimate that annual 
investments required across a range of activities needed 
to achieve the energy transition could range from 
US$2.4tn to as much as US$3.8tn, with sustained levels 
of investment continuing through 2050 and beyond.2 

Taking a Whole System Approach 
For many economic activities and industries, the 
solution to climate change is relatively straightforward: 
shift to low carbon sources of energy and find ways 
to use energy more efficiently. Yet there are remaining 
challenges within the global energy system beyond 
renewable electricity. Nowhere are these challenges 
more complex and the opportunities as large than within 
hard to abate sectors—critical industries which account 
for a significant share of global GHG emissions, but for 
which technological solutions are either still nascent, 
or require significant capital investment and support to 
reach deployment at scale and cost parity with existing 
fossil fuel-based processes. 

The challenges and opportunities for decarbonization 
are diverse across sectors. Steel, cement, aluminum 
and chemicals will each require a fundamental 
transformation in industrial processes, while addressing 
GHG emissions in the transport sector will be 
achieved through a shift in the source of power for 
mobility, whether that be through electrification, use 

of sustainable fuels or hydrogen fuel cells. Achieving 
this at scale will require what the IPCC calls a “whole-
system transformation”,3 focusing on interdependencies 
and leveraging support from companies, policymakers 
and investors. Climate change is a system challenge 
as much as a technology challenge and cannot 
be addressed by any one entity or industry, nor by 
industries acting in isolation. 

The MIM Transition Strategy: Assessing 
Ambition and Identifying Leaders 
The MIM Transition Strategy is designed to research 
and identify companies and assets across the economy 
which are taking credible steps to reduce their 
GHG emissions to net zero, and those providing the 
products, services and infrastructure which will enable 
decarbonization more broadly. The MIM Transition 
Strategy is focused on investments which fall within 
four pillars: 

1. Hard to Abate: Critical industries which account for 
a significant share of global GHG emissions, but for 
which technological solutions are either nascent, or 
require significant capital investment and support 
to reach deployment at scale and cost parity with 
existing fossil fuel-based processes. 

2. Transition Enabling: Products, services, technology, 
and infrastructure which enable, support or 
facilitate decarbonization. 

3. Transition Aligned: Companies undertaking 
ambitious steps to integrate climate change 
mitigation and risk management into their long-
term business strategy to align their GHG emissions 
with the Paris Agreement targets. 

4. Adaptation and Resilience: Critical infrastructure 
and activities, such as water, waste management 
and agriculture which are vulnerable to effects of 
climate change. 

Achieving GHG emissions reductions at the scale 
required by the Paris Agreement will require a 
forward-looking strategy, with the objective of today’s 
investments resulting in tomorrow’s clean industries. 
This is particularly true within hard to abate sectors, 
where progress will be measured in years and decades, 
in some cases beyond the time horizon of a typical 
investment cycle. We therefore assess companies 
not only on where they are, but also on where we 
believe they are going. MIM will bring a track record 
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of applying research-driven sustainability analysis to 
assess ambition and identify transition leaders and 
investment opportunities from across the economy. 

The Energy Transition: A Long-term 
Capital Trend? 
With global energy transition investment topping 
US$1tn in 2022, the transition is increasingly taking on 
the shape of a long-term capital trend.4 Economies 
of scale are catapulting low carbon solutions into the 
mainstream and attracting capital faster than previously 
anticipated: the increasing cost competitiveness of 
renewable energy and zero emissions vehicles are 
two cases in point. At the same time, legislative and 
regulatory developments are providing a significant 
boost for innovation in the real economy and for 
further flows of investment. The Inflation Reduction 
Act’s US$500bn in incentives and tax breaks for low 
carbon solutions and recent developments in the 
European Union and elsewhere will help attract further 
investment to stimulate decarbonization of industry 
and support innovation. In the long-term, industries and 
companies investing in a transition strategy today may 
find themselves less exposed to regulatory risks and 
better positioned to benefit from the significant flows of 
public and private capital into low carbon solutions. 

The energy transition will have far reaching impacts 
across all areas of the economy. These impacts will be 
non-linear and hard to predict with a high degree of 
granularity, however the longer trend will be toward 
increasing opportunities for companies with the 
ability to meet global demand for low carbon goods 
and services. Transition finance seeks to identify 
opportunities across all industries—including hard 
to abate sectors such as energy, basic materials, and 
transport. We believe a powerful long-term trend has 
begun, which will present a significant opportunity for 
investors to target outperformance1 for fixed income 
portfolios while mobilizing capital at scale to support 
the low carbon transition. 

Endnotes 
1 We believe anyone using a “transition risk strategy” is managing the 

upside/downside of transition risk and should therefore outperform 
those that are not, whether that is in U.S. dollar investment grade 
corporate bonds, high yield European corporate bonds, or emerging 
market bonds 

2 BNEF (2023) Energy Transition Investment Trends 2023. 
3 https://www.ipcc.ch/site/assets/uploads/sites/2/2022/06/SR15_ 

Chapter_2_LR.pdf 
4 https://www.weforum.org/agenda/2023/02/energy-transition-

investment-record-global-energy-crisis-3-february/ 

Author 

Daniel Kricheff 
Director, Credit Research – Sustainability 
MetLife Investment Management 

https://www.ipcc.ch/site/assets/uploads/sites/2/2022/06/SR15_Chapter_2_LR.pdf
https://www.ipcc.ch/site/assets/uploads/sites/2/2022/06/SR15_Chapter_2_LR.pdf
https://www.weforum.org/agenda/2023/02/energy-transition-investment-record-global-energy-crisis-3-february/
https://www.weforum.org/agenda/2023/02/energy-transition-investment-record-global-energy-crisis-3-february/


 

 

 

   
 

 
  

 
 

  
   

 

   
  

  
 

 
  

  
  

   
  

 
  

 

    

 

   

 
 

   

 
  

  
  

 
 

 
 

 
 

 

 

Disclaimer 

This material is intended for institutional investor, qualified investor and financial professional use only. Not suitable for use with general 
retail public. 

Your capital is at risk. Investing in the strategies discussed herein are subject to various risks which must be considered prior to investing. The 
investment program may utilise leverage, which can make performance volatile. There is no secondary market for shares in the investment program 
and none is expected to develop. There are also restrictions on transferring interests and redeeming from the investment program. No guarantee or 
representation is made that the investment program, including, without limitation, the investment objectives, diversification strategies, or risk monitoring 
goals, will be successful, and investment results may vary substantially over time. Investment losses may occur from time to time. Nothing herein is 
intended to imply that the investment methodology may be considered “conservative”, “safe”, “risk free” or “risk averse”.  For a more complete list please 
contact your sales representative. 

Risk of loss. An investment in the strategy described herein is speculative and there can be no assurance that the strategy’s investment objectives will be 
achieved. Investors must be prepared to bear the risk of a total loss of their investment. 

MetLife, Inc. provides investment management services to affiliates and unaffiliated/third party clients through various subsidiaries.1 MetLife Investment 
Management (“MIM”), MetLife, Inc.’s institutional investment management business, is responsible for investments in a range of asset sectors, public 
and privately sourced, including corporate and infrastructure private placement debt, real estate equity, commercial mortgage loans, customized index 
strategies, structured finance, emerging market debt, and high yield debt. The various global teams referenced in this document, including portfolio 
managers, research analysts and traders are employed by the various legal entities that comprise MIM. The information contained herein is intended 
to provide you with an understanding of the depth and breadth of MIM’s investment management services and investment management experience. 
This document has been provided to you solely for informational purposes and does not constitute a recommendation regarding any investments or 
the provision of any investment advice, or constitute or form part of any advertisement of, offer for sale or subscription of, solicitation or invitation of 
any offer or recommendation to purchase or subscribe for any securities or investment advisory services. Unless otherwise specified, the information 
and opinions presented or contained in this document are provided as of the quarter end noted herein. It should be understood that subsequent 
developments may affect the information contained in this document materially, and MIM shall not have any obligation to update, revise or affirm. It 
is not MIM’s intention to provide, and you may not rely on this document as providing, a complete or comprehensive analysis of MIM’s investment 
portfolio, investment strategies or investment recommendations. 

No money, securities or other consideration is being solicited. No invitation is made by this document or the information contained herein to enter into, or 
offer to enter into, any agreement to purchase, acquire, dispose of, subscribe for or underwrite any securities or structured products, and no offer is made of 
any shares in or debentures of a company for purchase or subscription.  Prospective clients are encouraged to seek advice from their legal, tax and financial 
advisors prior to making any investment. 

Confidentiality. By accepting receipt or reading any portion of this Presentation, you agree that you will treat the Presentation confidentially. This 
reminder should not be read to limit, in any way, the terms of any confidentiality agreement you or your organization may have in place with MetLife 
Investment Management, LLC. This document and the information contained herein is strictly confidential (and by receiving such information you agree 
to keep such information confidential) and are being furnished to you solely for your information and may not be used or relied upon by any other party, 
or for any other purpose, and may not, directly or indirectly, be forwarded, published, reproduced, disseminated or quoted to any other person for any 
purpose without the prior written consent of MIM. Any forwarding, publication, distribution or reproduction of this document in whole or in part is 
unauthorized. Any failure to comply with this restriction may constitute a violation of applicable securities laws. 

Past performance is not indicative of future results. No representation is being made that any investment will or is likely to achieve profits or losses 
or that significant losses will be avoided. There can be no assurance that investments similar to those described in this document will be available in the 
future and no representation is made that future investments managed by MIM will have similar returns to those presented herein. All information has 
been presented in U.S. dollars. Actual returns may increase or decrease due to currency fluctuations. 

No offer to purchase or sell securities. This Presentation does not constitute an offer to sell or a solicitation of an offer to buy any security and may not 
be relied upon in connection with the purchase or sale of any security.  

No reliance, no update and use of information. You may not rely on this Presentation as the basis upon which to make an investment decision. To the 
extent that you rely on this Presentation in connection with any investment decision, you do so at your own risk. This Presentation is being provided in 
summary fashion and does not purport to be complete. The information in the Presentation is as of the date indicated on the cover of this document 
unless otherwise specified and MIM does not intend to update the information after its distribution, even in the event that the information becomes 
materially inaccurate. Certain information contained in this Presentation, includes performance and characteristics of MIM’s by independent third 
parties, or have been prepared internally and have not been audited or verified. Use of different methods for preparing, calculating or presenting 
information may lead to different results for the information presented, compared to publicly quoted information, and such differences may be material. 

No tax, legal or accounting advice. This Presentation is not intended to provide, and should not be relied upon for, accounting, legal or tax advice or 
investment recommendations.  

Forward-Looking Statements: 
This document may contain or incorporate by reference information that includes or is based upon forward-looking statements within the meaning of 
the Private Securities Litigation Reform Act of 1995. Forward-looking statements give expectations or forecasts of future events. These statements can 
be identified by the fact that they do not relate strictly to historical or current facts. They use words and terms such as “anticipate,” “estimate,” “expect,” 
“project,” “intend,” “plan,” “believe,” “will,” and other words and terms of similar meaning, or are tied to future periods in connection with a discussion of 
future performance. Forward-looking statements are based MIM’s assumptions and current expectations, which may be inaccurate, and on the current 
economic environment which may change. These statements are not guarantees of future performance. They involve a number of risks and uncertainties 
that are difficult to predict. Results could differ materially from those expressed or implied in the forward-looking statements. Risks, uncertainties and 
other factors that might cause such differences include, but are not limited to: (1) difficult conditions in the global capital markets; (2) changes in general 
economic conditions, including changes in interest rates or fiscal policies; (3) changes in the investment environment; (4) changed conditions in the 
securities or real estate markets; and (5) regulatory, tax and political changes. MIM does not undertake any obligation to publicly correct or update any 
forward-looking statement if it later becomes aware that such statement is not likely to be achieved. 

In the U.S. this document is communicated by MetLife Investment Management, LLC (MIM, LLC), a U.S. Securities Exchange Commission registered 
investment adviser. MIM, LLC is a subsidiary of MetLife, Inc. and part of MetLife Investment Management. Registration with the SEC does not imply a 
certain level of skill or that the SEC has endorsed the investment advisor. 
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This document is being distributed by MetLife Investment Management Limited (“MIML”), authorised and regulated by the UK Financial Conduct 
Authority (FCA reference number 623761), registered address 1 Angel Lane, 8th Floor, London, EC4R 3AB, United Kingdom. This document is approved 
by MIML as a financial promotion for distribution in the UK. This document is only intended for, and may only be distributed to, investors in the UK and 
EEA who qualify as a “professional client” as defined under the Markets in Financial Instruments Directive (2014/65/EU), as implemented in the relevant 
EEA jurisdiction, and the retained EU law version of the same in the UK. 

For investors in the Middle East: This document is directed at and intended for institutional investors (as such term is defined in the various jurisdictions) 
only. The recipient of this document acknowledges that (1) no regulator or governmental authority in the Gulf Cooperation Council (“GCC”) or the Middle 
East has reviewed or approved this document or the substance contained within it, (2) this document is not for general circulation in the GCC or the 
Middle East and is provided on a confidential basis to the addressee only, (3) 

MetLife Investment Management is not licensed or regulated by any regulatory or governmental authority in the Middle East or the GCC, and (4) 
this document does not constitute or form part of any investment advice or solicitation of investment products in the GCC or Middle East or in any 
jurisdiction in which the provision of investment advice or any solicitation would be unlawful under the securities laws of such jurisdiction (and this 
document is therefore not construed as such). 

For investors in Japan: This document is being distributed by MetLife Asset Management Corp. (Japan) (“MAM”), 1-3 Kioicho, Chiyodaku, Tokyo 102-
0094, Tokyo Garden Terrace KioiCho Kioi Tower 25F, a registered Financial Instruments Business Operator (“FIBO”) under the registration entry Director 
General of the Kanto Local Finance Bureau (FIBO) No. 2414. 

For Investors in Hong Kong S.A.R.: This document is being issued by MetLife Investments Asia Limited (“MIAL”), a part of MIM, and it has not been 
reviewed by the Securities and Futures Commission of Hong Kong (“SFC”). MIAL is licensed by the Securities and Futures Commission for Type 1 
(dealing in securities), Type 4 (advising on securities) and Type 9 (asset management) regulated activities. 

For investors in Australia: This information is distributed by MIM LLC and is intended for “wholesale clients” as defined in section 761G of the 
Corporations Act 2001 (Cth) (the Act). MIM LLC exempt from the requirement to hold an Australian financial services license under the Act in respect of 
the financial services it provides to Australian clients. MIM LLC is regulated by the SEC under US law, which is different from Australian law. 

MIMEL: For investors in the EEA, this document is being distributed by MetLife Investment Management Europe Limited (“MIMEL”), authorised and 
regulated by the Central Bank of Ireland (registered number: C451684), registered address 20 on Hatch, Lower Hatch Street, Dublin 2, Ireland. This 
document is approved by MIMEL as marketing communications for the purposes of the EU Directive 2014/65/EU on markets in financial instruments 
(“MiFID II”). Where MIMEL does not have an applicable cross-border licence, this document is only intended for, and may only be distributed on request 
to, investors in the EEA who qualify as a “professional client” as defined under MiFID II, as implemented in the relevant EEA jurisdiction. The investment 
strategies described herein are directly managed by delegate investment manager affiliates of MIMEL. Unless otherwise stated, none of the authors of 
this article, interviewees or referenced individuals are directly contracted with MIMEL or are regulated in Ireland. Unless otherwise stated, any industry 
awards referenced herein relate to the awards of affiliates of MIMEL and not to awards of MIMEL. 

As of March 31, 2023, subsidiaries of MetLife, Inc. that provide investment management services to MetLife’s general account, separate accounts and/or 
unafliated/third party investors include Metropolitan Life Insurance Company, MetLife Investment Management, LLC, MetLife Investment Management 
Limited, MetLife Investments Limited, MetLife Investments Asia Limited, MetLife Latin America Asesorias e Inversiones Limitada, MetLife Asset 
Management Corp. (Japan), MIM I LLC, MetLife Investment Management Europe Limited, Afrmative Investment Management Partners Limited and 
Raven Capital Management LLC. 

L0523031871[exp0525][MIM LLC] 

© 2023 MetLife Services and Solutions, LLC 
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