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Green Real Estate – A key building 
block for the low carbon economy 
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Navigating climate risk in a carbon-intensive 
sector

Sources: 1) UN Environment, ‘Towards a zero-emission, efficient, and resilient buildings and construction sector,’ 2017.

• Real estate sector faces material 

climate risk, inherent to the long-

lived, energy-intensive fixed assets 

within.

• Regulatory pressure will continue to 

increase as policy makers look to 

accelerate low carbon transition. 

Share of global energy-related CO2 emissions by sector, 20151

Buildings account for 28% of global carbon emissions 

and over half of global electricity usage

However unlike other carbon-intensive sectors:

There are many cost-effective, well-understood solutions to reduce energy use & carbon 

emissions.

 Investment and sustainability objectives are often closely aligned in real estate investing.



FTSE Russell 4

Appropriate tools for integrating climate risk 
effectively in Real Estate strategies are lacking

Sources: 1) LaSalle Investment Management, ‘The Real Estate Investment Universe in 2018’. 2) FTSE Russell analysis, as of Q1 2017. Less than half of 
the largest 50 constituents of the FTSE EPRA Nareit Developed Index by market capitalization report carbon emissions. 3) 2018 GRESB Real Estate 
Assessment. 

Data gaps are a primary roadblock to develop implementation options for a sizeable asset class, 

with estimated US$57 trillion in income generating holdings.1

Certification efforts, industry initiatives and a growing number of real estate companies with 

detailed disclosures are contributing significantly to close these gaps.

However today, comprehensive investment-grade data is still not widely available to investors: 

Only 1 in 5 companies 

currently able to 

collect/disclose asset level 

data for 100% of their 

holdings.3

Fewer than half disclose 

carbon emissions data for 

their portfolio2 among largest 

50 constituents in FTSE EPRA 

Nareit Developed Index 

At individual asset level, 

investors face many Green 

Certification schemes with 

uneven coverage. 
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Introducing the FTSE EPRA Nareit 
Green Index Series
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Overview

1 Source: Data as of December 31, 2018 as reported on April 1, 2019 by eVestment for institutional assets, Morningstar for retail mutual funds, insurance products, and ETFs, and 
additional passive assets directly collected by FTSE Russell. AUM data includes blended benchmarks and excludes futures and options. Passive assets directly collected by FTSE 
Russell have been removed from third party sources to prevent double counting. No assurances are given by FTSE Russell as to the accuracy of the data. 

$313 billion
TOTAL BENCHMARKED 
ASSETS1

FTSE EPRA Nareit Green Indexes

GREEN BUILDING 
CERTIFICATION

ENERGY USAGE

SUSTAINABILITY

• Provide investors with coverage of real 
estate companies that exhibit strong 
sustainability characteristics

• Covers the global developed market 
universe: FTSE EPRA Nareit Developed 
Index 

• Draws on a geolocation database from 
GeoPhy containing asset level information 
on over 15 million buildings

• Use of bottom-up building data; a 
consistent method of evaluating green 
characteristics of company’s real estate 
portfolios

• FTSE Russell tilt methodology adjusts 
company weights up/down based on 
sustainable investment considerations

$56 billion
TOTAL BENCHMARKED 
PASSIVE ASSETS1

FTSE EPRA Nareit Global Real Estate Index Series
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A bottom-up, asset-by-asset approach

• Bottom-up, geolocation approach used to identify the individual real estate assets 
in each company’s portfolio.

• Basis for consistent & granular assessment of portfolio sustainability performance 
across 3 key indicators.

Green building certification

Share of net leasable area in a 
company’s that is certified as part 
of an eligible green building 
certification scheme

Energy Usage

Modeled average estimated energy 
use per square meter

Carbon Emissions

Modeled average estimated 
greenhouse gas emissions per 
square meter 

Applied to adjust constituent weights Reported in index outcomes
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• Select a universe – calculate raw factor values – convert to Z-
Scores

• Map Z-Scores to S-scores (range from 0 – 1):

• Multiply market cap weights by S-scores – to apply “single strength tilt”

• Adjust tilt strength by changing the exponent.
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Starting market cap universe (i.e. FTSE EPRA Nareit Developed Index) 

FTSE EPRA Nareit Green Indexes

Green parameters1

Index Design Overview

1 Sector and Regional neutrality applied to FTSE EPRA Nareit Developed Green Index

Tilts
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Illustration of tilting process based on green 
Real Estate parameters

Cap Weight
Green building 

certification
Energy/SQM

Weights 
rescaled

Final Weight

4.4% X 0.87 X 0.35 3.9%

Gecina invests in office and residential real estate. It has a high percentage of leasable area covered by green 
building certification and low energy usage relative to its sector regional peers.

2.7% X 0.50 X 0.69 4.1%

Covivio invests in office real estate. It has a low percentage of leasable area covered by green building 
certification and low energy usage relative to its sector regional peers. 

0.7% X 0.67 X 0.10 0.2%

Befimmo invests in office real estate. It has a low percentage of leasable area covered by green building 
certification and high energy usage relative to its sector regional peers.

Source: FTSE Russell. For illustrative purposes only. 
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Index outcomes

FTSE EPRA Nareit Green Indexes
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72%

-31% -25%
-21%

20%

-16% -13% -10%

Share of NLA covered by
Green Certificate

Estimated Carbon Emission
per $ of Revenue

Estimated Carbon Emission
per sqm

Estimated Energy Use per sqm

Index outcomes
Sustainability performance

Source: FTSE Russell. Data period as of 21/09/2020. Data prior September 2018 for FTSE EPRA Nareit Green Indexes is simulated. Past performance is no 

guarantee of future results. Please see the end of the presentation for important legal disclosures.

Index level sustainability performance vs. benchmark

FTSE EPRA Nareit Developed 
Green Focus Index

FTSE EPRA Nareit Developed 
Green Index
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Index outcomes 
Risk / Return characteristics

Return 
(% p.a.)

Vol 
(% p.a.)

Number of stocks TE (% p.a.)

FTSE EPRA Nareit
Developed Index 8.1 16.4

382 n.a.

FTSE EPRA Nareit 
Developed Green Index 7.9 16.4 339 0.8
FTSE EPRA Nareit 
Developed Green Focus 
Index 7.5 15.8 283 2.0

Total returns for the Green Index and Green Focus Index vs. benchmark

Source: FTSE Russell. Data as of 22/03/2022. Data for FTSE EPRA Nareit Green Index is simulated. Past performance is no guarantee of future results. 

Please see the end of the presentation for important legal disclosures.
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Source: FTSE Russell. Data as of 22/03/2022. Data for FTSE EPRA Nareit Green Index is simulated. Past performance is no guarantee of future results. 

Please see the end of the presentation for important legal disclosures.

Index outcomes 
Active exposures

• FTSE E/N Developed Green variant controls Industry deviations
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Please see the end of the presentation for important legal disclosures.

Index outcomes 
Active exposures

• FTSE E/N Developed Green variant controls regional deviations
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Appendix – Green Real Estate Data   
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Source: FTSE Russell analysis. Average of data for FTSE EPRA Nareit Developed Index constituents during the period Q1-Q4 2017. EMEA denotes Developed 
Europe; APAC denotes both Developed APAC ex Japan and Japan. 
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green certification

Data shows material variation in carbon & energy performance of index constituents

Average level of green certification still low, but some smaller constituents now achieve 50%+ of NLA
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Partial

Limited

Unavailable

53%

23%

Source: FTSE Russell, Q1 2018

Total: 342 
constituents

Disclosure quality of constituents

~ Quality of disclosure on assets owned by FTSE EPRA Nareit 
Developed Index constituents ~
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Detailed list of data sources for energy 
modelling and carbon emissions
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Eligibility for green building certification

Criteria

• Transparent methodology 
(publicly available)

• 3+ sustainability-related 
indicators

• 1+ energy performance 
indicator

• Robust certification procedure

• List of certified assets (publicly 
available)

Eligible Green Certificates

Arge TQ Green Globes

Austin Energy Green Building Rating System Green Mark

BOMA 360 Greenship

BOMA BEST Green Star 

BREEAM Green Star NZ

Build it Green/ Greenpoint Rated Green Star SA

CASBEE IREM Certified Sustainable Property

Certified Green Restaurant LEED for Building Design and Construction

CHPS
LEED for Building Operations and 
Maintenance

DGNB LEED for Homes Design and Construction

Florida Green Building Certification LEED for Interior Design and Construction

GPR Gebouw Miljöbyggnad

SKA Rating
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Disclaimer
© 2021 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International Limited (“FTSE”), (2) Frank 
Russell Company (“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE Canada”), (4) MTSNext Limited 
(“MTSNext”), (5) Mergent, Inc. (“Mergent”), (6) FTSE Fixed Income LLC (“FTSE FI”), (7) The Yield Book Inc (“YB”) and (8) Beyond Ratings S.A.S. (“BR”). All rights reserved. 

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, MTSNext, Mergent, FTSE FI, YB and BR. “FTSE®”, “Russell®”, “FTSE Russell®”, “MTS®”, “FTSE4Good®”, 
“ICB®”, “Mergent®”, “The Yield Book®”, “Beyond Ratings®”  and all other trademarks and service marks used herein (whether registered or unregistered) are trademarks and/or 
service marks owned or licensed by the applicable member of the LSE Group or their respective licensors and are owned, or used under licence, by FTSE, Russell, MTSNext, 
FTSE Canada, Mergent,  FTSE FI, YB or BR.  FTSE International Limited is authorised and regulated by the Financial Conduct Authority as a benchmark administrator.

All information is provided for information purposes only. All information and data contained in this publication is obtained by the LSE Group, from sources believed by it to be 
accurate and reliable. Because of the possibility of human and mechanical error as well as other factors, however, such information and data is provided "as is" without warranty 
of any kind. No member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation 
whatsoever, expressly or impliedly, either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be obtained from the use of FTSE 
Russell products, including but not limited to indexes, data and analytics, or the fitness or suitability of the FTSE Russell products for any particular purpose to which they might 
be put. Any representation of historical data accessible through FTSE Russell products is provided for information purposes only and is not a reliable indicator of future 
performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors for (a) any loss or damage 
in whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring, collecting, compiling, interpreting, 
analysing, editing, transcribing, transmitting, communicating or delivering any such information or data or from use of this document  or links to this document or (b) any direct, 
indirect, special, consequential or incidental damages whatsoever, even if any member of the LSE Group is advised in advance of the possibility of such damages, resulting from 
the use of, or inability to use, such information. 

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing contained herein or accessible 
through FTSE Russell products, including statistical data and industry reports, should be taken as constituting financial or investment advice or a financial promotion. 

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual 
trading of investable assets. Certain returns shown may reflect back-tested performance. All performance presented prior to the index inception date is back-tested performance. 
Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was 
officially launched. However, back-tested data may reflect the application of the index methodology with the benefit of hindsight, and the historic calculations of an index may 
change from month to month based on revisions to the underlying economic data used in the calculation of the index. 

This document may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may prove to be 
inaccurate. Such forward-looking assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual results to differ materially. No 
member of the LSE Group nor their licensors assume any duty to and do not undertake to update forward-looking assessments.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or 
otherwise, without prior written permission of the applicable member of the LSE Group. Use and distribution of the LSE Group data requires a licence from FTSE, Russell, FTSE 
Canada, MTSNext, Mergent, FTSE FI, YB, BR and/or their respective licensors.
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