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CIO Weekly Commentary

A climate change 
for markets

Bottom line up top:
A ripple builds into a wave. The importance of climate change in 
investing has grown exponentially in just the past several years. Investors 
should recognize climate risk as investment risk with the confluence of 
forces at play. Nuveen’s 7th Annual Responsible Investing (RI) Survey 
found 76% of respondents believe that RI risks and opportunities should 
be incorporated into investment processes. Over the coming decade, we 
expect climate volatility to have a cascading effect on the global economy 
and markets, resulting from a scarcity of energy and food insecurity that 
may lead to higher rates and even fuel inflation.

Money is “going green.” Globally, money is in motion when it comes 
to bridging the gap between current sources of emissions and energy 
and where business leaders, politicians and scientists hope to land in the 
future. In the U.S., the Inflation Reduction Act (IRA) alone will funnel 
$370B into “green” infrastructure – including tens of billions of dollars  
in tax incentives over the coming decade (Figure 1).

Walk the talk. Above and beyond government investment, developing 
and passing energy-oriented legislation will force the transition from 
dialogue in the boardrooms to measurable actions. What does this mean 
for investors? We believe the intersection of climate change, rising prices 
and proactive investments creates a strong investment thesis, especially 
for industries heavily involved with current emissions, as well as those 
redeveloping critical infrastructure.
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FIGURE 1: BY 2031, THE IRA IS ESTIMATED TO TRIPLE U.S. 
FEDERAL TAX INCENTIVES ON ENERGY

Budgetary effect of federal energy tax incentives ($ billions)
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ource: U.S. Treasury, Congressional Budget Office, Goldman Sachs Global Investment Research.

Portfolio considerations:
As the largest climate-related legislation in U.S. history, the IRA should 
be integral to global decarbonization. The legislation will drive green 
spending and could provide investors with the potential for long-term 
opportunities. Industries and companies that invest in green spending 
should see improved costs of capital and avoid the financial, legal and 
reputational risks associated with carbon-intensive assets. As a result, 
we believe investors should consider renewable energy when making 
decisions involving asset allocation.

Going forward, increased spending on renewable energy should have a 
profound effect on infrastructure investments. In 2021, 28% of global 
electricity generation came from renewables, per the International 
Energy Agency. Renewables are relatively cheap and should become the 
largest source of electricity by 2025, reaching 38% by 2027. Not only can 
infrastructure provide defensive positioning in the current economic climate, 
but it can also serve as a long-term solution for managing climate volatility.

We estimate natural capital offers attractive opportunities to invest in 
timber and agriculture. Additionally, agriculture is responsible for 20% 
of all greenhouse emissions, and is extremely vulnerable to climate 
change and has the largest labor force in the world. Climate factors, 
in fact, account for 20% to 49% of the variability in crop yields. The 
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agriculture industry has transformed due to the technology developed 
to help farmers optimize their use of land, improve water management 
and create fertilizers that help protect crops from heat and droughts. 
We expect demand for timber to double in 2024 from 2020. Over the 
past two decades, the U.S. has underbuilt while experiencing an aging 
housing supply; both bode well for supporting long-term industry growth. 
Timberland offers sustainable investing with the potential for competitive 
risk-adjusted returns, a hedge to inflation and diversification benefits 
(Figure 2). Within timberland, forestry is evolving with carbon-efficient 
production, yield-enhancing technologies and carbon credits.

FIGURE 2: TIMBERLAND OFFERS LOW CORRELATION TO OTHER 
ASSET CLASSES AND A POTENTIAL INFLATION HEDGE

Correlation of select assets vs. U.S. timberland (2002 – 2022)
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Data Source: NCREIF, Bloomberg, Federal Reserve Bank of St. Louis, period is from 2002 to 2022. Performance data shown represents past 
performance and does not predict or guarantee future results. Representative indexes: U.S. timberland (NCREIF Timberland Index); U.S. 
equities (Russell 3000 Index); U.S. bonds (Barclays US Aggregate Bond Index); Global stocks (MSCI World ex-US Index); Global bonds 
(Barclays Global Aggregate Bond Index); Inflation (Consumer Price Index for All Urban Consumers: All Items in the U.S. City Average, Index 
1982-1984=100, Seasonally Adjusted).

Global demand for 
timber is expected 
to double in 2024 
from 2020.
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About Nuveen’s Global Investment Committee

Nuveen’s Global Investment Committee (GIC) brings together the most 
senior investors from across our platform of core and specialist capabilities, 
including all public and private markets.

Regular meetings of the GIC lead to published outlooks that offer:

• macro and asset class views that gain consensus among our investors

• insights from thematic “deep dive” discussions by the GIC and guest experts 
(markets, risk, geopolitics, demographics, etc.)

• guidance on how to turn our insights into action via regular commentary 
and communications

For more information, please 
visit nuveen.com.

Endnotes

Sources
All market and economic data from Bloomberg, FactSet and Morningstar.
This material is not intended to be a recommendation or investment advice, does 
not constitute a solicitation to buy, sell or hold a security or an investment strategy, 
and is not provided in a fiduciary capacity. The information provided does not take 
into account the specific objectives or circumstances of any particular investor, or 
suggest any specific course of action. Investment decisions should be made based 
on an investor’s objectives and circumstances and in consultation with his or her 
financial professionals.
The views and opinions expressed are for informational and educational purposes 
only as of the date of production/writing and may change without notice at any 
time based on numerous factors, such as market or other conditions, legal and 
regulatory developments, additional risks and uncertainties and may not come to 
pass. This material may contain “forward-looking” information that is not purely 
historical in nature.
Such information may include, among other things, projections, forecasts, estimates 
of market returns, and proposed or expected portfolio composition. Any changes to 
assumptions that may have been made in preparing this material could have a material 
impact on the information presented herein by way of example. Performance data 
shown represents past performance and does not predict or guarantee future 
results. Investing involves risk; principal loss is possible.
All information has been obtained from sources believed to be reliable, but its accuracy 
is not guaranteed. There is no representation or warranty as to the current accuracy, 
reliability or completeness of, nor liability for, decisions based on such information 
and it should not be relied on as such. For term definitions and index descriptions, 

please access the glossary on nuveen.com. Please note, it is not possible to invest 
directly in an index.

Important information on risk
All investments carry a certain degree of risk and there is no assurance that 
an investment will provide positive performance over any period of time. Equity 
investing involves risk. Investments are also subject to political, currency and 
regulatory risks. These risks may be magnified in emerging markets. Diversification 
is a technique to help reduce risk. There is no guarantee that diversification will 
protect against a loss of income. Investments will be subject to risks generally 
associated with the ownership of real estate-related assets and foreign investing, 
including changes in economic conditions, currency values, environmental risks, 
the cost of and ability to obtain insurance, and risks related to leasing of properties. 
Socially Responsible Investments are subject to Social Criteria Risk, namely the risk 
that because social criteria exclude securities of certain issuers for non financial 
reasons, investors may forgo some market opportunities available to those that 
don’t use these criteria. Debt or fixed income securities are subject to market risk, 
credit risk, interest rate risk, call risk, derivatives risk, dollar roll transaction risk, 
and income risk. As interest rates rise, bond prices fall. Foreign investments involve 
additional risks, including currency fluctuation, political and economic instability, 
lack of liquidity, and differing legal and accounting standards. Concentration 
in infrastructure-related securities involves sector risk and concentration risk, 
particularly greater exposure to adverse economic, regulatory, political, legal, 
liquidity, and tax risks associated with MLPs and REITs. These risks are magnified 
in emerging markets. There are special risks associated with investments in high 
yield bonds, hedging activities and the potential use of leverage. Portfolios that 
include lower rated municipal bonds, commonly referred to as “high yield” or “junk” 
bonds, which are considered to be speculative, the credit and investment risk is 
heightened for the portfolio.
Nuveen provides investment advisory services through its investment specialists.
This information does not constitute investment research as defined under MiFID.
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