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This marketing communication is exclusively for use by Professional Investors. It is not intended for and should not be distributed to, or relied upon by, 

the public or retail investors. Please do not redistribute.



The value of investments and any income will fluctuate (this may partly be the result of exchange rate fluctuations) and investors may not get back the full 

amount invested. Property and land can be difficult to sell, so investors may not be able to sell such investments when they want to. The value of property 

is generally a matter of an independent valuer’s opinion and may not be realised.

Investment risks
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Top quartile financial performance is corrected with ESG performance 

Top quartile financial performance is 

correlated with ESG performance
“

”
How many people here agree with this statement?

Source: Invesco Real Estate.
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But what does it really mean??? 

Are we going to see better rent, better yield if we 

invest in our environmental performance?

Will my building really be stranded if we don’t reach net zero?

Does every building need to meet net zero? 

How much CAPEX do I need to spend ? What it means if I don’t spend ? Am I going to see it directly in my value impact ?

Is there any difference between sectors and locations in addressing ESG risks and opportunities?

Should I stop buying assets in locations exposed to coal intense grid or high physical risks?

Is there true market evidence that ESG matters? What about valuation? 

Is there still a green premium ?

How does future-proof portfolio look?

Source: Invesco Real Estate.
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ESG factors in valuation 

Update to IVS and RICS Red Book in 2025

Applies to all geographies

Mandate identification, reporting and documenting significant 

ESG factors in valuation consultation

Investment manager impact: 

New requirements on data and information

Impact on direct value still not visible

ESG in valuation

Considers ESG as part of the overall 

risk profile, indirectly reflected in 

cap rate and rental assumptions

ESG in underwriting 

Builds on valuation, using ESG to 

guide CAPEX, strategy, and shape 

future risk-return expectations

Source: Invesco Real Estate.
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Value shift
ESG in investment underwriting
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Opportunity

Example of how the market approaches scenario modeling
Risk -adjusted return calculation

Green IRR with brown discount and green premium scenarios

Shadow carbon pricing 

Source: Integrating environmental considerations in real estate underwriting, INREV Professional Standards Paper, 2025

Capex Discount

rate

Opex NOI Exit 

yield Environmental factors
Transition risks and opportunities

Energy consumption/energy use intensity

Energy ratings

GHG emissions

Stranded year based on energy/carbon intensity

Physical risks and opportunities
Risk score/level

Multiple environmental aspects
Building certificates
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ESG embedded in functional organization 

Significant external factors (UN, government, regulatory, investors)

ESG goals / targets for 2030 / 2050

Central ESG team & other functions

Fund/

portfolio 

teams

Investment 

& AM teams

Consultant support

1. Net zero planning & implementation

2. Data collection & reporting

3. Fund strategies

4. Investment team actions

5. Market feedback & best practice

Source: Invesco Real Estate.
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Step 1 | Find out what “good ESG credentials“ mean
ESG assessment evolution over time

Challenges | Lack of data during the transaction, gaps in real data collection, benchmarks limitations 

BREEAM /
LEED 
defining ESG

Adding EPC 
and CRREM 
assessment for 
new acquisitions 

Measuring energy 
intensity vs 
benchmarks, 
adding physical 
risk and energy 
source info 

>5 years ago

ESG  risk assessment embedded in the entire investment cycle 

Energy intensity

EPC

Physical 

risk

Green 

certification

Energy

source

Carbon

stranding

― Best practice ― Recommended approach 
― Minimum requirements ― Red Flag 

Metric Weight

Energy intensity vs Benchmarks
(Deepki, ASHRE, CRREM)

20%

Energy source 
(On site fossil fuels vs fully electric asset)

10%

CRREM misalignment/stranding year 20%

EPC 20%

Green building certificate 15%

Phyisical risk exposure 15%

Source: Invesco Real Estate.
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Step 2 | Create improvement plan and prioritise impactful CAPEX  

Measures

Net zero/energy audits

EPC assessments

Certification assessments

Physical risk adaptation plans

Questions

What does it mean for 

my performance + valuation?

How to prioritise my CAPEX ?

What if I don’t invest at all?

Challenges

True return on ESG investment

Market evidence on price impact

Direct impact on valuation 

Note | Relevant assessment against fund/portfolio non-financial targets should be included in the analysis

Source: Invesco Real Estate.
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Step 3 | Assess impact on performance with available information 

Market sensitivity analysis

Location/sector differences 

in reflecting ESG impact

Difference in occupier 

demand/perception 

Asset characteristics

Age

Location

Unique selling points

Asset strategy

Holding period

Refurbishment plans

Letting schedule
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Germany High Medium Medium Medium High Medium Medium

Denmark High High High Medium High Medium Medium

Ireland High Medium High Medium Medium Medium Medium

Poland Medium Medium Low High Medium Low High

Czech Republic Medium Medium Low Medium Medium Low Medium

Spain Medium Medium Medium High Medium Medium High

France High High High High High High High

Portugal Medium Medium Medium Low Medium Medium Low

Sweden High High High Medium High Medium Medium

United Kingdom High High High Medium High Medium Medium

Austria High Medium Medium Medium Medium Medium Medium

Italy High High Medium High Medium Medium High

Netherlands High Medium Medium Medium High Medium Medium

Norway High High High Medium High Medium Medium

Asset Sustainability Performance - Analysis Overview

Physical and Transition Assessment Weight

Energy Minimum standard 2.33 Recommended approach 3.00 30%

Asset energy intensity (kWh/m2/y) 136.4 Minimum standard 2 90.0 Recommended approach 3 20%

Index energy intensity 15% 86.0

Index energy intensity 30% 107.0

Index energy intensity average 137.0

CRREM energy intensity target (kWh/m2/y) 95.0

To be reached by 2035

Energy source No on-site fossil fuels Recommended approach 3 No on-site fossil fuels Recommended approach 3 10%

Carbon Minimum standard 2 Recommended approach 3 20%

Asset carbon intensity (kgCO2eq/m2/y) 78.5 78.5 0%

Index carbon intensity 15% 22.7

Index carbon intensity 30% 28.3

Index carbon intensity average 36.4

Stranding year (CRREM) 2033 Minimum standard 2 2045 Recommended approach 3 20%

Certification Minimum standard 2.3 Recommended approach 3.4 35%

EPC D Red flag 1 B Recommended approach 3 20%

GBC BREEAM/In Use - Outstanding Best practice 4 BREEAM/In Use - Outstanding Best practice 4 15%

Physical risk Red flag 1.0 Recommended approach 3.0 15%

High and Very High risks: Surface water flooding, 

Has vulnerability assessment, no 

longer high/very high risks None

Total Physical and Transition Rating Minimum standard 2.05 Recommended approach 3.15 100%

Asset Sustainability Checklist (YES/NO) Current status Targeted result

On-site renewable energy (e.g PV panels) No 0 Yes 1

Off-site renewable energy from PPA Yes 1 Yes 1

Sufficient EV chargers (check regulatory consideration) Yes 1 Yes 1

Net zero audit completed Yes 1 Yes 1

Smart metres and/or automatic data collection Some smart metres or automation 0.5 Fully smart metres and automated 1

LED lights installed in majority of building Yes 1 Yes 1

Current situation Results - improvement plan

Source: Invesco Real Estate.



Best practice assets located

 in high sensitivity markets
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Output examples
ESG factored in financial modelling

Recommendations

Price forecast impact (NOI & exit yield adjustments)

Market sensitivity High

Investment plan brings asset to Red flag

07%

-01%
-01%

06%
00%

02% 08%

Before retrofit

ESG Capex

ESG Discount 

yield

Downside 

case ESG Payoff 

CF

ESG Yield 

upside The upside

Possible value adjustments include:

• ESG Discount Yield: Additional +Xbps on exit yield to reflect weaker ESG 

credentials and reduced liquidity.

• ESG Payoff: Direct return from ESG via rent premiums or operational savings.

• ESG Yield Upside: Valuation uplift from stronger ESG profile, reflected in lower 

exit yield and improved cash flow.

Red flag assets located 

in high sensitivity markets

Expected yield/

NOI proposed adjustment

(+X bps on yield/ -X% NOI)  

Marginal

Moderate

High 

Expected yield/

NOI proposed adjustment

(-X bps on yield/ +X% NOI)  

Marginal

Moderate

None (Premium expected to 

become part of prime yield)

Time 

frame

3-7 years

+7 years

0-3 years

Example of sustainable investment capex and yield sensitivity on portfolio returns - For illustrative purposes only 

Before 

retrofit

ESG 

Capex

ESG 

discount

Downside 

case

ESG 

payoff CF

ESG yield 

upside

The 

upside

Source: Invesco Real Estate.



Industry support e.g.

INREV professional 

standard papers

INREV ESG in valuation project

C Change (Preserve tool)

ARESI
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Next step
Industry collaboration and support 

Increasing market evidence Regulatory enhancement

EPBD

EU taxonomy revision 

RICS Red Book update

Industry lobby for 

market transparency

Source: Invesco Real Estate.



This marketing communication is exclusively for use by professional investors in Denmark. It is not intended for and should not be distributed to the 

public. Please do not redistribute.

Data as at September 2025, unless otherwise stated. By accepting this material, you consent to communicate with us in English, unless you inform us 

otherwise. Views and opinions are based on current market conditions and are subject to change. Telephone calls may be recorded.

This is marketing material and not financial advice. It is not intended as a recommendation to buy or sell any particular asset class, security or strategy. 

Regulatory requirements that require impartiality of investment/investment strategy recommendations are therefore not applicable nor are any 

prohibitions to trade before publication.

This document is issued by Invesco Management S.A., President Building, 37A Avenue JF Kennedy, L-1855 Luxembourg, regulated by the Commission 

de Surveillance du Secteur Financier, Luxembourg

2025 – 4826782 – EMEA
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Important information



Invesco Real Estate

1331 Spring Street NW

Suite 2500 

Atlanta, GA 30309 

U.S.A

T: +1 800 241 5477

225 Liberty Street 

New York

NY 10281

U.S.A

T: +1 212 278 9000

620 Newport Centre Drive

Suite 300 

Newport Beach 

CA 92660

U.S.A

T: +1 949 222 6380

101 California Street

Suite 3050 

San Francisco 

CA 94111

U.S.A

T: +1 800 556 6234

60 London Wall

London

EC2M 5SJ

United Kingdom

T: +44 20 7543 3501

C/Goya 6

3rd Floor

28001 Madrid

Spain

T: +34 902 510 907

Sendlinger Strasse 12

80331

Munich

Germany

T: +49 89 2060 6000

37a

Avenue John F. Kennedy

1855

Luxembourg

T: +32 2 641 0170

Via Bocchetto, n. 6

2nd Floor

20123 Milan

Italy

T: +39 02 880741

5th Floor

16-18, rue de Londres

75009 Paris

France

T: +33 1 564 455 

ul. Krolewska 18

7th Floor

00-103 Warsaw

Poland

T: +48 307 78 08

45/F

Jardine House 

1 Connaught Place 

Central, Hong Kong

T: +852 3128 6000

9 Raffles Place

#18-01 

Republic Plaza

Singapore 048619

T: +65 6603 9180

Roppongi Hills Mori Tower 14F

P.O. Box 116

6-10-1 Roppongi, Minato-ku

Tokyo 106-6114 Japan

T: +81 (03) 6447 3300

18/F

Seoul Finance Center

136  Sejong-daero, Jung-gu 

Seoul, Korea 04520

T: +82 2 6330 7310 

Suite 4, Level 18

1 Bligh Street

Sydney, NSW 2000

Australia

T: +61 (2) 9006 3000

Hang Seng Bank Tower

5F, Unit #032

1000 Lujiazui Ring Road

Pudong New Area

Shanghai, 200120

China

T: +86 21 3893 7206

Suite 906, 9/F

Winland International

Finance Center

7 Finance Street

Xicheng District

Beijing, 100033

China

T: +86 10 6655 5800

DivyaSree Orion SEZ

Raidurgam, 15th Floor

Block 6, North Tower

Serlingampally

Hyderabad, Telangana 

India

T: +91 40 674 80000

APACEMEA
invesco.eu

North America
invesco.com invesco.com/apac

Suite 1200 

2300 North Field Street

Dallas 

TX 75201

U.S.A

T: +1 972 715 7400

Praga Studios 

Pernerova 697/35 

Praha 8 – Karlin, 186 00

Czech Republic

T: 420 227 202 420
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