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CARBON DIOXIDE & CLIMATE CHANGE 

According to scientists and other experts on 

global warming, maintaining CO2 levels under 

450 parts per million (ppm) will prevent global 

temperatures from increasing more than two 

degrees Celsius and triggering severe climate 

change.2 
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Average global temperatures have already 
increased by around 0.8 degrees Celsius, since 
1880. Two-thirds of the warming has occurred 
since 1975, at a rate of roughly 0.15-0.20°C 
per decade. 

Past performance is no guarantee of future results.  

Potential

Stranded

Assets

This carbon budget of 450 ppm allows for 
565-886 billion tones of CO2 emissions 
through 2050, accounting for only 20% of 
the world’s carbon reserves.  Assuming 
that budget is allocated to each carbon 
owner pro-rata across the energy sector, 
only 20-40% of their reserves can be 
burned, leaving the potential for 60-80% 
to become stranded assets.2 

Source: Temperature data are from NASA (2013); CO2   concentration data from NOAA Earth 
Systems Research Laboratory. Latest data available. 

Source: James Leaton et al, ”Unburnable Carbon 2013: Wasted  capital and 
stranded assets,” Carbon Tracker Initiative & The Grantham Research Institute 
on Climate Change and the Environment at LSE, April 2013. Latest data available 

As of May 10, 2013  

Concentration of 
carbon dioxide (CO2) in 
the atmosphere has 
risen 40% since the 
start of the Industrial 
Revolution.1 

1Justin Gillis, “Heat-Trapping Gas Passes Milestone, Raising Fears,”, The New York Times, May 10, 2013. Latest available data.  
2James Leaton, “Unburnable Carbon: Are the world’s financial markets carrying a carbon bubble?”, Carbon Tracker Initiative, Investor Watch, London, March 2012. Latest available data.  
3 “Stranded Asset Risk” is the risk associated with  coal, oil and gas reserves of publicly listed companies that could be classified as ‘unburnable’ if the world is to achieve emissions reductions that mean an 80% 
probability of not exceeding global warming of 2°C.  James Leaton et al, ”Unburnable Carbon 2013: Wasted  capital and stranded assets,” Carbon Tracker Initiative & The Grantham Research Institute on Climate 
Change and the Environment at LSE, April 2013. Latest available data. 

Comparison of the global 2০C carbon budget with fossil fuel reserves CO2 emissions potential  

3 

Please refer to  glossary, asset class disclosures & index definitions at the end of this presentation.  



CO2WORLD STOCK EXCHANGES 

A study by HSBC released in 
January 2013 suggests that 
equity valuations could be 
reduced by 40-60% in a low 
carbon economy.2 

1 

1 HSBC Global Research, :”Oil and Carbon Revisited: Value at risk from ‘unburnable’ reserves,” January 2013. Latest data available.  
2 Carbon Tracker: Unburnable Carbon – Are the world’s financial markets carrying a carbon bubble, January 2011. Latest data available.  

Past performance is no guarantee of future results.  

Source: James Leaton et al, ”Unburnable Carbon 2013: Wasted  capital and stranded assets,” Carbon Tracker 
Initiative & The Grantham Research Institute on Climate Change and the Environment at LSE, April 2013. Latest data 
available.  

Continued investment 

into the exploration 

and development of 

new carbon reserves 

increases stranded 

asset risk and energy 

sector volatility.  
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At current expenditure rates, capital 
investment could reach $6 trillion 
over the next decade4  without regard 
for stranded asset risk. 
The volume of carbon on the world 
stock exchanges and the resulting 
threat to equity valuations is a 
potential risk.  

As our equity valuations currently 
assume full exploitation of carbon 
owned by energy companies, there is 
a lack of transparency on how 
enhanced carbon regulations could 
restrict the amount of carbon used, 
resulting in a negative impact to 
their balance sheets.  This is 
commonly referred to as “stranded 
asset risk.” 

Source: FactSet as of 09/2014 

Based on standard deviation over 
a five-year period, energy sector 
volatility in the S&P 500 is higher 
than other sectors.   

Please refer to  glossary, asset class disclosures & index definitions at the end of this presentation.  3 



 
CARBON RESERVE FREE (CRF) PORTFOLIO 

CRF was developed by 

U.S. Trust portfolio 

managers in coordination 

with thought leaders in 

government, non-profits 

and academia.  It is a 

“divestment-compliant” 

version of our existing 

Environmental 

Stewardship and 

Sustainability (E2S) 

portfolio.  
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CRF 

To provide clients the opportunity to deploy their U.S. equity 
allocation according to their personal investing mission while 
delivering comparable risk-adjusted returns to the S&P 1500. 

Objective 

Philosophy We believe the key to evaluating securities and constructing a 
quality portfolio goes far beyond traditional fundamentals.  It is 
our thesis that corporations that both proactively and 
reactively manage their operations according to a set of 
environmental stewardship and sustainability principles have 
uncovered a competitive advantage and are more likely to 
deliver strong returns to their stakeholders. 

Asset Allocation cannot eliminate the risk of fluctuating prices and uncertain returns. 

Please refer to  glossary, asset class disclosures & index definitions at the end of this presentation.  



CRF FRAMEWORK 
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Step 1: Environmental Policy Review 
                   Quantifies Corporation’s Intent &         
                   Disclosure 
 Whether direct or implied, there is cost associated 
with inefficient production and the mishandling of 
emissions, effluents and wastes. Either through 
reputational cost or direct expense, environmental 
impact is a real cost variable that must be examined 
and controlled. 

CRF framework aims to 
quantify a corporation’s 
policies, intent and 
disclosure around 
reduction and mitigation of 
environmental factors and 
costs; and, the 
performance & 
accountability review 
portion of the portfolio to 
measure how effectively 
corporations implement 
the policies and 
procedures. 

Step 2: Performance & Accountability  
             Review 
                 Measures Corporations’ Performance &  
                 Compliance 
It is our belief that while the quantifying of intent and 
peer-to-peer benchmarking examined in the Policy 
Review  of the framework is important, the direct 
tangible results (costs) of the policies must be 
measured in order to determine their absolute or 
relative success. 

• Environmental & Climate Change 
Policies

• Mitigation of Impact of Product or 
Services

• Resource Use

Total 
Environmental 

Impact

Negative 
Impact

• Civil & Government 
Lawsuits

• EPA Fines & 
Sanctions

• Voluntary Reductions 
or Cap & Trade

• Quantifiable 
Targets/Achievement

• Participation in 
Carbon Of-Setting 
Programs

• Recognition on 
Environmental 
Indices

Positive 
Impact

Step 3: Divestiture of Carbon 

Eliminate companies that own/extract carbon 
• Exploration and Drilling, Coal Mining 

Eliminate companies that 
process carbon 
•  Oil Refineries & 

Petrochemical Producers 
Eliminate first order users 
of carbon 
•  Electric Power Industry, 

i.e. Utilities 

Oil/Gas 
Coal 

Utilities Fuels 

E2S 

“Divestiture of Carbon” 
more accurately 
represents eliminating 
companies that extract 
and/or process fossil 
fuels as well as 
companies that use it to 
produce energy.  
 
 

Please refer to  glossary, asset class disclosures & index definitions at the end of this presentation.  



 
CARBON RESERVE FREE (CRF) PORTFOLIO CONSTRUCTION 
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Portfolio Guidelines 

Number of holdings:  80 – 130 
Expected turnover:    10% - 30% 
Sector constraints:     +/- 3% (no allocation to energy or utilities sectors) 
Minimum market cap:  Subject to S&P 1500 constituents 
 

The Carbon Reserve Free 
Portfolio is designed to 
attempt to deliver market 
rate returns without 
exposure to energy sector 
volatility including the 
potential risk of stranded 
assets. 
 
We seek to achieve this 
by eliminating all energy 
and utility companies 
while minimizing tracking 
error to the S&P 1500 by 
using an optimizer tool to 
weight the remaining 
stocks in the portfolio.   

 

Eliminates companies 
that own, extract, 
distribute and/or 
process carbon, as well 
as first order users, i.e. 
the entire utilities and 
energy sectors 

Carbon  
Reserve 

Free 
Portfolio 

Minimize tracking 
error to the S&P 1500 
benchmark.  

S&P 1500 
Index 

S&P 1500 
Index

U.S. Trust 
Environmental 
Stewardship  & 
Sustainability 

(E2S) 

S&P 1500 
Index

Carbon 
Divestment 

Screen 

S&P 1500 
Index

Portfolio 
Optimization 

Please refer to  glossary, asset class disclosures & index definitions at the end of this presentation.  



PORTFOLIO MONITORING & MAINTENANCE 
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ESTABLISH 
POSITIONS 

SELL 
DISCIPLINE 

• Initiate individual 
positions optimized 
to client selected 
benchmark 

• Min. position size =  
None 

• Max. position size = 
7% 

• Rebalanced and 
optimized quarterly 

• Monitor position sizes; 
decrease as appropriate  
if max position size is 
violated 

• Significant  price moves 
or a change in analyst  
will trigger an intensive 
review of company 
fundamentals 

 

• All names included in 
portfolio are set up 
for news alerts – 
egregious  violations 
trigger an immediate 
review 

• All positions included 
in the portfolio are 
reviewed quarterly  

• All eligible securities 
are reviewed  
quarterly  for 
inclusion in the model 

• Security is removed 
from client selected 
benchmark 

• Position exceeds 
prescribed limits 

• Analyst rating 
dramatically changes 
and upon review a sell is 
advised 

• Dramatic shift in CRF 
Score 

MONITOR 
INVESTMENTS 

Fundamentals 
CRF 

portfolio 

Benchmark: S&P 1500 

Custom 
SMA* 

(Custom 
Client 

Engagement) 
$3+ million 

Portfolio SMA 
$100K+ 

minimum 

Two unique ways to 
access the strategy: 

• Customized E2S 
portfolio based on 
client- specific 
concerns  

• Sub-advised 
portfolio managed 
by the Social 
Innovation Team 
 

Please refer to  glossary, asset class disclosures & index definitions at the end of this presentation.  



Jason Baron is a managing director and senior portfolio manager at U.S. Trust, Bank of America Private Wealth Management. In this 
role, he is responsible for creating and maintaining personalized investment solutions, as well as a broad range of wealth 

management services. This includes assisting clients establish their goals and objectives, developing an appropriate overall 
strategy, formulating and implementing solutions and conducting regular reviews to monitor progress toward reaching the initial 

goals and strategies set forth.  In addition, he supports clients on navigating through virtually every market environment to provide 

traditional guidance in the areas of asset allocation, tax-minimization, retirement, and multi-generational strategies from risk based 
planning strategies to banking and lending needs. 

As head portfolio manager for social investments and lead portfolio manager for the Socially Innovative Investing (S2I ) strategy, Mr. 

Baron is responsible for portfolio management of the Socially Innovative Investing suite, including U.S. Large Cap, All Cap, 

Environmental Stewardship & Sustainability, Women & Girls Equality, Religious Voice & Values and Human Rights & Recognition 

strategies.   

 He received his B.S. in business administration from Georgetown University’s McDonough School of Business and his M.B.A. from 
Yale University’s School of Management where he focused on investment management and strategic philanthropy.  

INVESTMENT TEAM 

Name Contact 

Jason Baron 617.434.1073 
jason.baron@ 
ustrust.com  

Emily Howes 781.788.1073 
Emily.a.howes@ 
ustrustust.com 

Tyler Reiff 781.788.1040 
treiff@ustrust.com 

Emily Howes is an assistant vice president and portfolio manager for the Socially Innovative Investing  (S2I ) strategy at U.S. Trust, 
Bank of America Private Wealth Management.  In this role Ms. Howes can build and manage customized investment strategies and 

implement proprietary portfolios, as well as provide advice and guidance with respect to the Socially Innovative Investing suite, 

including U.S. Large Cap, All Cap, Environmental Stewardship & Sustainability, Women & Girls Equality, Religious Voice & Values 

and Human Rights & Recognition strategies.   

Ms. Howes received her B.A. in Economics from Providence College and she is currently pursuing a Certificate in Sustainability 

from Harvard Extension School’s Environmental Management & Sustainability program. 

 

 
 

 

Tyler Reiff is an officer and  portfolio  manager at U.S. Trust, Bank of America Private Wealth Management. In this role, he is 

responsible for developing and managing personalized investment solutions and strategies for high-net-worth clients. 

As a portfolio manager on the Socially Innovative Investing (S2I) strategy team, Mr. Reiff is responsible for the daily management and 

strategic execution of the Socially Innovative Investing suite, including U.S. Large Cap, All Cap, Environmental Stewardship & 

Sustainability, Women & Girls Equality, Religious Voice & Values and Human Rights & Recognition strategies.  

He received his B.S. in Economics from The University of Connecticut where he focused on Latin America and Southeast Asia macro-

economic policy. 
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If you are interested in 
implementing Carbon 
Reserve Free in your 
portfolio, please speak 
with your portfolio 
manager. 
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Atmospheric Concentration of Carbon dioxide (CO2) –  The atmospheric concentration measures the amount of carbon dioxide (CO2) , the chief greenhouse gas that results 
from human activities and causes global warming and climate change within the atmosphere.  

Industrial Revolution – Took place from the 18th to 19th centuries, was a period during which predominantly agrarian, rural societies in Europe and America became industrial 
and urban.  

Embedded CO2  in World Stock Exchanges - The amount of carbon dioxide help in the reserves of publicly traded companies.  

GTCO2- distinct measure for describing how much global warming a given type and amount of greenhouse gas may cause, using the functionally equivalent amount or 
concentration of carbon dioxide (CO2) as the reference. 

Separately Managed Accounts - A privately managed investment account opened through a brokerage or financial advisor that uses pooled money to buy individual assets. 
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All sector and asset allocation recommendations must be considered in the context of an individual investor’s goals, time hor izon and risk tolerance. Not all 
recommendations will be suitable for all investors.  
All securities are subject to market fluctuations that occur  in response to economic and business developments. 
Equities: Investments in equities are subject to the risks of fluctuating stock prices, which can generate investment losses. Equities have historically been more volatile 
than alternatives such as fixed income securities.  
International: International investing involves special risks, including foreign taxation, currency risks, risks associated with possible differences in financial standards and 
other risks associated with future political and economic developments.  
 
 
  

GLOSSARY, ASSET CLASS DISCLOSURES & INDEX DEFINITIONS 

Securities indexes assume reinvestment of all distributions and interest payments. Indexes are unmanaged and do not take into account fees or expenses. It is not 
possible to invest directly in an index. 

S&P 1500 Index: Standard & Poor’s - A stock market index of US stocks made by Standard & Poor's. It includes all stocks in the S&P 500, S&P 400, and S&P 600. This index 
covers 90% of the market capitalization of U.S. stocks.  



IMPORTANT INFORMATION 

This presentation is designed to introduce you to the products and services available through U.S. Trust, Bank of America Private Wealth Management, is provided for 
informational purposes only, and is not issued in connection with any proposed offering of securities. This presentation is not used with regard to any specific investment 
objectives, financial situation or particular needs of any specific recipient and does not contain investment recommendations. Bank of America and its affiliates do not accept 
any liability for any direct, indirect or consequential damages or losses arising from any use of this presentation or its contents. The information in this presentation was 
obtained from sources believed to be accurate, but we do not guarantee that it is accurate or complete. The opinions expressed herein are made as of the date of this 
material and are subject to change without notice. There is no guarantee the views and opinions expressed in this presentation will come to pass. Other affiliates may have 
opinions that are different from and/or inconsistent with the opinions expressed herein. All charts are based on historical data for the time periods indicated and are 
intended for illustrative purposes only. Past performance is no guarantee of future results. 

IMPORTANT: The material presented is designed to provide general information about ideas and strategies. It is for discussion purposes since the availability and 
effectiveness of any strategy is dependent upon your individual facts and circumstances. Always consult with your independent attorney, tax advisor, investment manager, 
and insurance agent for final recommendations and before changing or implementing any financial, tax, or estate planning strategy. 
Neither U.S. Trust nor any of its affiliates or advisors provide legal, tax or accounting advice. You should consult your legal and/or tax advisor before making any financial 
decisions.  

Investing in securities involves risks, and there is always the potential of losing money when you invest in securities. 

Investment products: 

 

 

 

U.S. Trust, Bank of America Private Wealth Management and U.S. Trust, Bank of America Corporation (“U.S. Trust”) operate through Bank of America, N.A., and other 

subsidiaries of Bank of America Corporation (“BofA Corp.”). Trust and fiduciary services and other banking products are provided by wholly owned banking affiliates of BofA 

Corp., including Bank of America, N.A. Brokerage services may be performed by wholly owned brokerage affiliates of BofA Corp., including Merrill Lynch, Pierce, Fenner & 

Smith Incorporated (“MLPF&S”). Institutional Investments & Philanthropic Solutions (“II&PS”) is part of U.S. Trust. Bank of America, N.A. and U.S. Trust Company of Delaware 

(collectively the “Bank”) do not serve in a fiduciary capacity with respect to all products or services.  Fiduciary standards or fiduciary duties do not apply, for example, when 

the Bank is offering or providing credit solutions, banking, custody or brokerage products/services or referrals to other affiliates of the Bank. 

Bank of America, N.A., Member FDIC. 

U.S. Trust Company of Delaware is an indirect wholly owned subsidiary of BofA Corp. 

Credit and collateral subject to approval. Terms and conditions apply. Programs, rates, terms and conditions subject to change without notice. Equal Housing Lender.  

This presentation may not be reproduced or distributed without prior written consent. 

© 2016 Bank of America Corporation. All rights reserved. –|–ARCG536K  | 03/2016 

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value 


