
 

 

Statement on principal adverse impacts of investment decisions on sustainability factors 
 

Financial market participant abrdn Investments Luxembourg S.A. (aILSA) 

Summary 

abrdn Investments Luxembourg S.A. (aILSA) considers principal adverse impacts of its investment decisions on sustainability factors. The present 
statement is the consolidated statement on principal adverse impacts on sustainability factors of aILSA. 

This statement on principal adverse impacts on sustainability factors covers the reference period from 1 January 2022 to 31 December 2022. This 
statement only contains the qualitative elements of our principle adverse impact considerations. Quantitative data in relation to the principle 
adverse impacts indicators listed below will be added in due course. The actions/planned actions listed below are undertaken by abrdn group on 
behalf of aILSA. 

abrdn consider principle adverse impacts by measuring the impacts, and depending on the indicator, by setting house level targets and/or 
carrying out stewardship/engagement activities and/or negative screening.  

The information provided below relates to our house level and may not be relevant for all asset classes or specific funds. At fund level, abrdn 
commit to consider principal adverse impacts in the investment process where funds have a sustainability related focus, meaning where funds 
promote environmental or social characteristics or have a sustainable investment objective. In addition, abrdn only commit to considering those 
principal adverse impacts where there is sufficiently robust data to integrate into the investment process, or where the principle adverse impact is 
material to the investment activity. Further details can be found in the prospectuses of aILSA’s funds. 

For products that do not promote environmental or social characteristics and have no sustainable investment objective abrdn do not commit in 
any binding way to consider principal adverse impacts in the investment process. The reason is that these products are not aimed at achieving a 
sustainable outcome, such as reducing adverse social or environmental impacts.  

Description of the principal adverse impacts on sustainability factors 

The EU Regulation (EU) 2019/2088 on sustainability‐related disclosures in the financial services sector (SFDR) defines “sustainability factor” to 
mean “environmental, social and employee matters, respect for human rights, anti‐corruption and anti‐bribery matters”. Principle adverse 
impacts are described by a list of environmental, social and governance indicators listed below and in line with Commission Delegated Regulation 
(EU) 2022/1288. Below we describe the actions we have taken or are planning to take to address these impacts. Quantitative data in relation to 
the principle adverse impacts indicators listed below will be added in due course. 



 

 

Indicators applicable to investments in investee companies 

Adverse sustainability indicator Metric Actions taken, and actions planned and targets set for the next reference period 

CLIMATE AND OTHER ENVIRONMENT-RELATED INDICATORS  

Greenhouse 
gas emissions  

1. GHG 
emissions 

Scope 1 GHG 
emissions 

Measuring carbon intensity 

We are tracking the carbon intensity of our equity and fixed income portfolios at 
an asset class level. We started reporting the carbon intensity of these asset 
classes for the first time in our TCFD Group report in 2021. In 2022, we extended 
the carbon tracking to sovereigns.  

We have developed aggregation capability (equities and fixed income) at the 
end of 2022. We are also monitoring the carbon performance of our real estate 
assets, and have made an overall 2050 Net Zero commitment for real estate. 
 
Decarbonisation target 

In November 2021, we set an abrdn house level target to reduce the carbon 
intensity of assets we invest in by 50% by 2030 versus a 2019 base year. In scope 
asset classes include equities, credit, active quants, real estate, and 
discretionary, with underlying data coverage consisting of Scope 1 and 2 
emissions sources. This is driven by data availability, maturity of methodologies 
and control over decision-making. 

Scope 3 emissions are important and material for many companies, but the 
availability of reliable and comparable data remains limited at present and 
would also introduce double counting of emissions. Our approach is therefore to 
track Scope 3 emissions, but not include these emissions in the measurement of 
our carbon intensity target for now.  

The data required to track decarbonisation is still lacking across many asset 
classes and regions and we have little control over decarbonisation in certain 
funds (for example, execution-only or third-party funds).  

  Scope 2 GHG 
emissions 

  Scope 3 GHG 
emissions 

  Total GHG emissions 

 2. Carbon 
footprint 

Carbon footprint 

 3. GHG 
intensity of 
investee 
companies  

GHG intensity of 
investee companies 

 4. Exposure to 
companies 
active in the 
fossil fuel 
sector 

Share of investments 
in companies active in 
the fossil fuel sector 

 5. Share of non-
renewable 
energy 

Share of non-
renewable energy 
consumption and 



 

 

consumption 
and 
production 

non-renewable 
energy production of 
investee companies 
from non-renewable 
energy sources 
compared to 
renewable energy 
sources, expressed as 
a percentage of total 
energy sources 

Progress against our 2030 target is measured using Weighted Average Carbon 
Intensity (WACI), in line with the original TCFD recommendation. The target is 
measured as an average across all in-scope asset classes. Individual funds may 
or may not have binding decarbonisation targets. 
 
We do not expect our 2030 target to be achieved through linear annual 
decarbonisation progress, but we have set an interim milestone of achieving at 
least 20% WACI reduction by 2025. 2023 is our first year of reporting progress 
against our decarbonisation target.  
As at 31 December 2022, in-scope public market portfolios achieved a carbon 
intensity reduction of 27% versus a 2019 baseline. As at 31 December 2021, in 
scope real estate achieved a 31% reduction in carbon intensity versus a 2019 
baseline. Public markets and Real asset decarbonisation progress must be 
calculated separately as the asset classes utilise different carbon metrics. 
There is also a time lag associated with the bottom-up collection, and 
calculation, of emissions data for real estate assets. Therefore, data for real 
assets is reported as at 31 December 2021. 
 
Engaging with the Top 20 highest financed emitters  

We have identified our highest-financed emitters in our equity and fixed income 
holdings. We have developed a framework, which we are using to drive our 
climate-related engagement strategy with the highest-financed emitters in 
equities. This framework is based on a set of factors, including the Climate 
Action 100+ Net Zero Company Benchmark, the scope and coverage of GHG 
reduction targets, and a focus on governance such as, climate-related KPIs 
reflected in the LTIP and social impact of the energy transition.  

We have initiated a two-year engagement programme with these emitters 
with a view to influencing real-world decarbonisation progress. In the event we 
see insufficient progress, we will escalate our engagement, exercise voting 
rights, and may recommend divestment. 

As of October 2022, we are at the start of this process and have engaged with ¼ 
of the companies. We have calculated the year-end 2022 financed emitters 

 6. Energy 
consumption 
intensity per 
high impact 
climate 
sector 

Energy consumption 
in GWh per million 
EUR of revenue of 
investee companies, 
per high impact 
climate sector 



 

 

and will continue to engage with remaining companies and follow up on the 
progress of targets we have already set. Note that the list of top financed 
emitters may change overtime based on changes in our investment size, the 
investee company’s enterprise value including cash and the investee 
company’s emissions.  
 
Net zero investment solutions 

We are developing frameworks and solutions for clients with net zero ambitions. 
Examples include:  

• Our active Equities team is developing an investment approach based on 
the foundations of the IIGCC’s NZIF. 

• Our Fixed Income team is using analyst expertise, our climate scenario 
analysis data and external data to identify issuers that may be considered 
potentially ‘Paris-aligned’ transition companies, as well as climate solutions 
providers for this portfolio. The fixed income team also use elements of the 
NZIF as well. 

• In our Real Estate investments, we have committed to working with all our 
clients to transition their portfolios to net zero by 2050 with clear net zero 
pathways for all funds by 2025. To help us achieve this, we have developed a 
net zero framework for real estate published in collaboration with Phoenix. 
 

Future action: Net zero transition plan 

We will produce a transition plan in line with the recommendations of the UK 
Transition Plan Taskforce (TPT). 

Biodiversity 7. Activities 
negatively 
affecting 
biodiversity-
sensitive 
areas 

Share of investments 
in investee companies 
with sites/operations 
located in or near to 
biodiversity-sensitive 
areas where activities 
of those investee 

Research  

At abrdn, we have not set house level target in relation to biodiversity but our 
Investment Vector Sustainability Group carries out research on environmental 
issues such as biodiversity and assists our investment teams in engaging with 
our investments on these matters. This is both to enhance our knowledge and 
understanding of a company’s approach to biodiversity and to drive change 
and improvement where we feel this is needed. We follow a risk-based 



 

 

companies negatively 
affect those areas 

approach with regards to biodiversity issues. It is worth noting that standardised 
data to make comparable assessments is still limited and not available in many 
cases. Investments need to be assessed case by case.  
 
Our approach for real assets  

As we invest directly in real assets, we have the opportunity to directly influence 
nature-positive outcomes. Within our real asset investments, and specifically for 
real estate, we not only look at how property developers are mitigating the 
impact of the development on the local environment, but beyond that to 
potentially affect positive environmental improvements. 

Our approach is based on two phases in the asset’s lifecycle: 

1. The construction phase – for construction/development sites, there are two 
ways to consider our impact on nature. The first is to focus directly on the 
existing site and optimise for nature as much as possible around the building 
and target biodiversity net gain. The second is to actively engage with the 
supply chains of the materials used to construct the buildings to reduce the 
impact on nature upstream. 

2. The use phase – For buildings already standing, where we have management 
control and can be directly involved on site, we can optimise the site for nature 
as much as possible (e.g. native species planting alongside installation of bird 
and bat boxes). Where our occupiers have control, we can engage and work 
together to improve the building’s environmental surroundings. 
 
Measuring Biodiversity Intactness for real assets: our collaboration with the 
Natural History Museum (London) and EY   

For real asset, abrdn has partnered with EY and the London Natural History 
Museum to carry out a TNFD pilot study – bringing together EY’s insights on the 
data and reporting required to align to the TNFD Beta Framework, while 
drawing on NHM’s expertise to measure the potential biodiversity gain for one or 
more of abrdn’s real asset investments. 

https://framework.tnfd.global/


 

 

Using NHM’s Biodiversity Intactness Index (BII) it is possible to measure an asset’s 
biodiversity baseline and also model how different land management practices 
will alter that state. The BII uses the most comprehensive evidence base of its 
kind, comprising nearly five million data points from over 48,000 sites in over 100 
countries. This is a taxonomically-representative set of 58,000 plant, animal and 
fungal species which works alongside NHM’s PREDICTS (Projecting Responses 
of Ecological Diversity In Changing Terrestrial Systems) model that enables 
analysis of different scenarios. 

A BII score of 100% is a pristine location where there are no signs of human 
interference. Any area with a BII above 90% is considered to have enough 
biodiversity to be a resilient and functioning ecosystem. 

Between 30% and 90%, the degree of biodiversity loss means ecosystems may 
function less well and less reliably. Below 30%, biodiversity is so depleted that the 
ecosystem is at risk of collapse. 

abrdn asked NHM to pilot the tool at Far Ralia, a site of more than 1,440 hectares 
in the Cairngorms National Park in Scotland, which is held in one of abrdn’s real 
assets investment strategies. 

Through this pilot, we have found that: 

• The BII is a robust indicator that, unlike many other biodiversity 
indicators, is able to provide a modelled view on how an area of land will 
respond due to planned activities; 

• The BII can be used to model the impact of a range of use cases 
including, but not limited to, regeneration projects, real estate assets, 
infrastructure development and changes in farming practices; 

• A suite of metrics is required to fully assess and understand the condition 
of ecosystems. The BII can provide one way to measure biodiversity and 
can do so globally, at scale, and in line with the planetary boundaries – 
defining the safe operating space for sustainable human activity. 

Based on these encouraging findings, abrdn, EY and the NHM will continue to 
explore the scalability and application of the BII tool and its contribution to the 
TNFD framework. 



 

 

Water  8. Emissions to 
water 

Tonnes of emissions 
to water generated 
by investee 
companies per million 
EUR invested, 
expressed as a 
weighted average 

Measuring and engagement  

Our assessment of listed company disclosure suggests that only Greenhouse 
Gas (GHG) reporting is standardised to the point of comparability. Given the 
existing ‘reporting gap’, asset managers are currently dependent on proxy data 
based on sectors or products and, though a useful starting point, we are 
advocates for improved disclosure over time. 

Whilst we do not have all the data, we do know which sectors have the largest 
negative impacts and key dependencies on natural capital. Through our 
engagement processes, we can gain insight and set the expectation that 
investee companies take natural capital seriously and follow emergent best 
practice. Hazardous and radioactive waste will typically be regulated, which will 
factor into our considerations as well. 

Waste 9. Hazardous 
waste and 
radioactive 
waste ratio 

Tonnes of hazardous 
waste and 
radioactive waste 
generated by 
investee companies 
per million EUR 
invested, expressed 
as a weighted 
average 

INDICATORS FOR SOCIAL AND EMPLOYEE, RESPECT FOR HUMAN RIGHTS, ANTI-CORRUPTION AND ANTI-BRIBERY MATTERS 

Social and 
employee 
matters 

10. Violations of 
UN Global 
Compact 
principles 
and 
Organisation 
for Economic 
Cooperation 
and 
Development 
(OECD) 
Guidelines 
for 

Share of investments 
in investee companies 
that have been 
involved in violations 
of the UNGC 
principles or OECD 
Guidelines for 
Multinational 
Enterprises 

Human rights  

abrdn are supportive of international standards to protect human rights and 
consider the UN Guiding Principles on Business and Human Rights (UNGPs) to be 
our primary source for understanding our responsibilities and what we should 
expect from our investments. We follow a risk-based approach to assessing 
adverse impacts to human rights – bearing in mind a company’s operating 
context, such as the sector and/or region they operate in – and/or monitor 
human rights issues by means of controversy flags.  

Where we identify actual or potential adverse human rights impacts, we will 
consider the most appropriate action on a case-by-case basis. This could be:  



 

 

Multinational 
Enterprises 

• Use our influence to encourage the entity causing the adverse impact to 
prevent or mitigate the impact as much as possible; 

• Consider voting action (where applicable) or selling our holdings where 
there are high risks to human rights and where a company is unwilling to 
engage or we see insufficient progress; 

• Combining our voice with those of other investors and asset owners to 
highlight policy concerns and/or to challenge corporate behaviours. 

We are a member of the Investor Alliance for Human Rights and a signatory to 
the Principles of Responsible Investment (PRI).  

abrdn expect companies to demonstrate how human rights due diligence is 
conducted across operations, services, product use and the supply chain. We 
expect and encourage companies to:  

• Have robust due diligence processes to assess the actual and potential 
human rights impacts of their operations, services, product use and supply 
chain.  

• Conduct customer and supplier vetting processes commensurate with the 
risk of human rights abuse.  

• Publicly disclose information about the operation of these processes and 
utilise the UNGPs’ Reporting Framework.  

Where we see gaps in companies’ approach, following our risk-based 
approach, we may pro-actively raise these expectations with the companies 
we invest in.  
 
Thematic engagement  

In 2022, we have undertaken thematic engagement with investee companies in 
relation to human rights. For instance, we continued a program of engagement 
to review some of our larger mining holdings on their approach to employee 
wellbeing and managing human rights issues. Our key recommendation is that 
mining companies should use all the tools they have available to them – 
governance, performance incentives such as remuneration, oversight, 
monitoring and reporting – to improve workplace behaviour, diversity, equity 

 11. Lack of 
processes 
and 
compliance 
mechanisms 
to monitor 
compliance 
with UN 
Global 
Compact 
principles 
and OECD 
Guidelines 
for 
Multinational 
Enterprises 

Share of investments 
in investee companies 
without policies to 
monitor compliance 
with the UNGC 
principles or OECD 
Guidelines for 
Multinational 
Enterprises or 
grievance/complaints 
handling mechanisms 
to address violations 
of the UNGC 
principles or OECD 
Guidelines for 
Multinational 
Enterprises 



 

 

and inclusion, and apply the same rigour of existing health and safety regimes to 
psychological safety. In line with our collaborative approach, we have garnered 
support from multiple large mining companies and the International Council on 
Mining and Metals (ICMM). We are encouraged by this support and will continue 
these discussions in our ongoing engagement. 

 12. Unadjusted 
gender pay 
gap 

Average unadjusted 
gender pay gap of 
investee companies 

abrdn consider standardised gender pay gap disclosure to be an important tool 
for assessing how companies are addressing gender inequality. 

For instance, in the past we have been unable to support resolutions which 
called for global median gender and racial pay gap reporting as it was unclear 
how this would reveal potential pay disparities at a local level and how it could 
be implemented by companies with operations in jurisdictions where collection 
of racial identity data is illegal. 

 13. Board 
gender 
diversity 

Average ratio of 
female to male board 
members in investee 
companies, 
expressed as a 
percentage of all 
board members 

abrdn have developed regional specific voting policies to encourage gender 
diversity at all levels.   

In determining our votes we will take account of mitigating factors, such as the 
sudden departure of a female board member. We will also consider any clear 
progress being made by the company on diversity and any assurance that 
diversity shortfalls will soon be addressed. 

 14. Exposure to 
controversial 
weapons 
(anti-
personnel 
mines, 
cluster 
munitions, 
chemical 
weapons 
and 

Share of investments 
in investee companies 
involved in the 
manufacture or 
selling of controversial 
weapons 

abrdn excludes from all abrdn managed funds companies that develop, 
produce, assemble, acquire, repair, sell, use, hold, transport, transfer, stockpile 
or conserve cluster munitions or anti-personnel landmines (APLs).  



 

 

biological 
weapons) 

Indicators applicable to sovereigns and supranationals 

Adverse sustainability indicator Metric Impact [year 
n] 

Explanation Actions taken, and actions planned and 
targets set for the next reference period 

Environmental 15. GHG 
intensity 

GHG intensity of 
investee countries 

abrdn believe we can be most influential vis-à-vis sovereigns by joining our 
voice with other stakeholders. To this end, we are members/affiliates of the 
following bodies: 

Powering Past Coal Alliance (PPCA): we are members of the powering past 
coal alliance to advocate for coal phase out within timelines that are consistent 
with goals of the Paris Agreement. 

Investors Policy Dialogue on Deforestation (IPDD): we are now member of the 
IPDD whose goal it is to coordinate a public policy dialogue on halting 
deforestation. The IPDD seeks to ensure long-term financial sustainability of 
investments in the countries they are invested in by promoting sustainable land 
use and forest management and respect for human rights, with an initial focus 
on tropical forests and natural vegetation. It works with key stakeholders to 
encourage adoption and implementation of regulatory frameworks that ensure 
protection of such natural assets and human rights. 

Emerging Markets Investors Alliance: we are members of the Emerging Market 
Investors Alliance which enables institutional emerging market investors to 
support good governance, promote sustainable development, and improve 
investment performance in the governments and companies in which they 
invest. 

Through the Emerging Markets Investors Alliance’s (EMIA) Labelled Bonds 
Working Group as well as directly, we engage sovereign issuers to foster a shift 
towards sustainable bonds (green, blue, social, sustainability and SLB) and 
improve the quality of the labelled bond frameworks and disclosures.  



 

 

Social 16. Investee 
countries 
subject to 
social 
violations 

Number of investee 
countries subject to 
social violations 
(absolute number 
and relative number 
divided by all investee 
countries), as 
referred to in 
international treaties 
and conventions, 
United Nations 
principles and, where 
applicable, national 
law 

Countries that are on the UN sanctions list are screened out from all our 
investments. We also screen out countries that are subject to sanctions in line 
with our regulators’ sanctioning regimes. 

 

Indicators applicable to investments in real estate assets 

Adverse sustainability indicator Metric Impact [year 
n] 

Explanation Actions taken, and actions planned and 
targets set for the next reference period 

Fossil fuels   17. Exposure to 
fossil fuels 
through real 
estate assets 

18.  

Share of investments 
in real estate assets 
involved in the 
extraction, storage, 
transport or 
manufacture of fossil 
fuels 

For all investments in real estate assets, abrdn assess carbon and energy 
reduction as part of acquisition, development/refurbishment projects and on-
going asset management activities.  We are working with many of our clients 
and products to develop clear net zero pathways and strategies with the aim of 
actively reducing the share of energy inefficient real estate assets. 

 

Energy 
efficiency 

18. Exposure to 
energy-
inefficient 
real estate 
assets 

Share of investments 
in energy-inefficient 
real estate assets 



 

 

Description of policies to identify and prioritise principal adverse impacts on sustainability factors 

Identification of principle adverse impacts 

We identify principles adverse impact by means of  
• Thematic research, insights and thought leadership pieces by abrdn’s Sustainability Insights & Climate Strategy team (part of abrdn’s 

Investment Vector Sustainability Group); 
• Research carried out by investment desks, and data directly obtained from assets or third party managers 
• Engagement with companies to gain insights into the management of sustainability factors as well as their future planning to address any 

issues; 
• Controversy flags and data provided by external data providers; 
• Measuring (and reporting) carbon metrics at an aggregate asset class level (including Equities, Fixed Income and Sovereigns) in line with 

TCFD; 
• Use of proprietary tools such as abrdn’s ESG House Score. 

 
Prioritisation of principle adverse impacts  

We prioritise principles adverse impacts for action (to reduce or mitigate the adverse impact) on a case-by-case basis and are led in this process 
by the environmental or social materiality of the impact, client needs, investment desk needs, product needs, and the availability of data and 
maturity of methodologies for assessing principles adverse impacts, amongst others.  

At fund level, aILSA funds which either promote environmental or social characteristics or have sustainable investment as their objective commit 
to considering principle adverse impacts in the investment process and use principle adverse impact indicators to avoid any investment deemed 
to be causing harm or counter to the promotion of Environmental or Social characteristics. For public markets funds these funds also apply 
activity-based exclusions, allowing them to identify and address certain principles adverse impacts. Further details on the fund level consideration 
of principles adverse impacts are outlined in the relevant funds’ prospectuses and their annual reports. 
 
Data sources used 

We use a range of external data providers to gather data on principle adverse impacts. We have selected our external providers based on whom 
we consider to be leading the ESG data market in terms of coverage and quality of data. As a result, we use different providers depending on each 
principle adverse impact indicator. We also use insights we gain from our research and/or direct engagement with companies. The following 
sources may be used by abrdn and our 3rd party data providers to collect company reported data:  

• Company direct disclosure: sustainability reports, annual reports, regulatory filings, company websites and direct engagement with 
company representatives.  

• Company indirect disclosure: government agency published data, industry and trade associations, and financial data providers.  



 

 

• Direct communication with companies.  

Where company disclosure is unavailable, we may choose to leverage estimated metrics. These datasets are built based on proprietary 
methodologies and informed by data from companies, market and industry peers, media, NGOs, multilateral and other credible institutions. Our 
3rd party providers use a wide range of information derived from various tools and sources, including:  

• Company websites; 
• Company annual reports and regulatory filings;  
• Government financial agencies and disclosures;  
• Financial data providers; 
• Media and periodicals;  
• Non-governmental organisation (NGO) reports and websites.  

Engagement policies  

We have developed a climate-related engagement strategy which focuses on the largest financed emitters and their relative commitment to 
decarbonisation towards net zero with credible actions. We have identified our largest financed emitters, for equities, and also use the CA100+ 
net zero benchmark as a useful guide for measuring company progress. Our expectation is that companies are alert to the long-term risks from 
climate change and we have outlined a clear process for escalation should we see insufficient progress. In specific terms, we will take voting 
action after one year and may recommend divestment after two. 

We will engage with companies on other non-climate related principle adverse impacts on a case-by-case and in line with our approach to 
prioritising principle adverse impacts as well as our voting policies.  

Where we do not see any improvement over time by investee companies in relation to their principal adverse impacts, we may reinforce our 
engagement with those companies and may consider divestment. Our approach in this case depends on the materiality of the adverse impact 
caused, the ambition and credibility of companies’ planned mitigation action and, importantly, on whether the fund that holds the investment 
promotes environmental or social characteristics or has a sustainable investment objective. 

We also work with industry associations, regulators and policymakers globally to drive change, including through improving standards, driving 
best practice, influencing regulation and developing capital allocation strategies. This is a way for us to exercise our influence through our industry 
voice. Notable examples from 2022 are our attendance at COP27 and response to the International Sustainability Standards Board (ISSB) 
consultation, in support of stronger climate policy and global sustainability disclosure standards. 

References to international standards 



 

 

In relation to principle adverse impact indicator 1 (greenhouse gas emissions), 2 (carbon footprint) and 3 (GHG intensity of investee companies), 
we adhere to the following international standards and/ or are members/affiliates of the following groups (non-exhaustive list): 

• Taskforce for Climate Related Disclosures: We support the TCFD framework as the global standard for climate disclosure and produce 
annual disclosures in-line with recommendations against the four pillars of: governance, strategy, risk management, and metrics and 
targets. We developed our decarbonisation target based on the TCFD recommendations. 

• Climate Action 100+: We are signatories of Climate Action 100+ which is a collaborative initiative between asset owners and managers to 
engage with high-carbon emitters, influence increased disclosure, and encourage positive behaviour in relation to climate risk 
management. We have developed a framework, which we are using to drive our climate related engagement strategy with the highest-
financed emitters in equities. This framework is based on a set of factors, including the Climate Action 100+ Net Zero Company 
Benchmark, the scope and coverage of GHG reduction targets, and a focus on governance such as, climate-related KPIs reflected in the 
LTIP and social impact of the energy transition. 

• Net Zero Asset Managers (NZAM) Initiative: We are members of the Net Zero Asset Managers Initiative. In line with this, we expect and 
encourage companies to: 
o Demonstrate that a robust methodology underpins Paris aligned, net zero goals and targets. 
o Set targets for absolute emission reduction, not just carbon intensity, to show a clear pathway to net zero. 
o Report in alignment with the Taskforce for Climate Related Financial Disclosure framework. 
o Link targets to remuneration. 
o Ensure decarbonisation strategies are supported by transparent capital expenditure plans. 
o Carefully manage climate-related lobbying by ensuring appropriate oversight, transparent disclosure of activities, and alignment of 

activities with the company’s strategy and publicly stated position. 
o Principles for Responsible Investments (PRI): We are signatories to PRI, which is a UN supported network of investors that works to 

promote sustainable investment through the incorporation of environmental, social and governance factors. 

In relation to principle adverse impact indicators 7 (activities negatively affecting biodiversity-sensitive areas), 8 (emissions to water) and 9 
(hazardous waste), we support the following international standard (non-exhaustive list): 

• Taskforce for Nature-related Financial Disclosure (TNFD): We are members of the TFND forum which works globally to develop a risk 
management and disclosure framework for organisations to report and act on evolving nature-related risks.  

In relation to principle adverse impact indicators 10 (violations of UN Global Compact principles and OECD Guidelines for Multinational 
Enterprises) and 11 (lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD 
Guidelines for Multinational Enterprises), we support the following international standards and/ or are members/affiliates of the following groups 
(non-exhaustive list): 



 

 

• UN Guiding Principles on Business and Human Rights (UNGPs): abrdn wholly supports the ‘Protect, Respect, Remedy’ framework agreed 
by the UN Human Rights Council in 2008 and the associated UNGPs developed in 2011. The UNGPs are our primary source for 
understanding our responsibilities in relation to human rights and what we should expect from our investments.  

• UN Global Compact: We are a signatory to the Global Compact which is a non-binding United Nations pact to encourage businesses and 
firms worldwide to adopt sustainable and socially responsible policies, and to report on their implementation. 

• Investor Alliance for Human Rights (IAHR): We are a member of the IAHR, which seeks to equip the investment community with expertise 
and opportunities to put the investor responsibility to respect human rights into practice. 
 

The full list of our Sustainability memberships and affiliations can be found in our Sustainability and TCFD report 2022. 
 
Climate scenario analysis 

Since 2020, we have been developing our scenario analysis platform and consider this to be an integral part of our climate strategy. We use a 
combination of bespoke and industry-standard scenarios, which explore a range of temperature rises (1.3 and 3.2°C by 2100) and transition 
pathways up to a time horizon of 2050. This includes a mean probability-weighted scenario that captures our view of the most plausible energy 
transition. We currently assign only 34.5% probability to scenarios which limit warming to below 2°C, with just 3.5% probability of achieving the 
global aim of 1.5°C.  
 
Our industry-standard scenarios are based on those built by the Network for the Greening of the Financial System (NGFS). Using them as the base 
scenarios for our bespoke framework facilitates comparability and better meets the needs of our clients. 
 
In 2022, our focus has been to address one of the primary challenges of scenario analysis in that companies negatively exposed to the energy 
transition also have the opportunity to alter their strategies and take advantage of transition opportunities. Many companies have set ambitious 
targets but there is a challenge in that some are more credible than others. In response, we have built a bespoke credibility assessment to 
measure credibility gaps, which will enable us to value securities more accurately and draw finer conclusions from our scenario analysis. Our 
intention is to link our credibility assessment to our scenario analysis findings in 2023, which we will share in a separate paper. 

We use scenario analysis to understand how resilient our portfolios are to uncertain future transition pathways. At fund level, fund managers may 
use scenario analysis results to test the valuation impact under different scenarios and against the benchmark.  

Historical comparison 

With this statement we are publishing for the first time the principle adverse impacts of our investments. We will start disclosing historical 
comparison from 2024 onwards. 

 


