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The net zero credibility gap - what is it and why should investors care?

What

Simply, the net-zero credibility gap is the gap
between net-zero pledges and credible actions
to implement plans. It exists at both country and
corporate level.
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Why

This gap matters to investors who aim to take a
forward-looking view on where carbon emissions
will be in the future in order to identify credible
transition leaders for investment.
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Source: https://sciencebasedtargets.org/companies-taking-actionfdashboard, Climate Action Tracker, April 2023.
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How

To do that, investors should not simply take stated
carbon targets at face value - they need to assess
the credibility of these targets. This is what drives
the transition to net zero with real world impact.
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not a guide to future results.

The value of investments and the income from them can go down as well as up and investors may get back less than the amount invested. Past performanceis

Why do investors need to care about the credibility gap?

The credibility gap assessment can be applied to investments in three ways to deliver better investment outcomes and enable the transition towards net zero with real

world impact:

01

Identifying credible transition leaders

These are companies that take credible action to
decarbonise, innovate and therefore manage climate
risks as well as benefit from the growth opportunities
of the energy transition.

02

Influencing through active ownership

Setting clear data-driven milestones in engagements
based on the results of the credibility assessment,
particularly focusing on laggards to seek improvement
in credibility scores, and to take voting action

as appropriate.

How does abrdn assess the net-zero credibility gap for investors?

We assess the credibility of stated carbon targets versus actions based on

three dimensions:

Company action

The actions the
company can
take and has
control over

03

Analysing the impact on value

Incorporating the credibility assessment into climate
scenario analysis which quantifies climate risks and
opportunities to understand the impact of credible
climate targets on value impairments or uplifts.

The three dimensions are incorporated into abrdn’s credibility score for

corporates, which includes six factors:

Policy incentives
The policy
environment they
operate in

Technology maturity

The maturity of the technologies they

Source: abrdn, October 2022.

rely on for decarbonisation

Emissions target design - Identifying carbon targets
and quantifying how much of the companies'
emissions are covered by the target.

Emissions performance - Have emissions been rising or
falling over the last 2 years?

Technology readiness level - Assessing decarbonisation
technologies required to help companies
achieve targets.

Policy supportiveness - Analysing the policy
environment the company operates in and incentives
for decarbonisation.

Green market penetration - Assessing if a company
is generating green revenues based on climate
solutions provided.

Climate governance - Reviewing governance factors
for companies.



Important Information

The information contained herein is intended to be of general interest only and does not constitute legal or tax advice. abrdn does not warrant the accuracy, adequacy or
completeness of the information and materials contained in this document and expressly disclaims liability for errors or omissions in such information and materials. abrdn
reserves the right to make changes and corrections to its opinions expressed in this document at any time, without notice.

Some of the information in this document may contain projections or other forward-looking statements regarding future events or future financial performance of
countries, markets or companies. These statements are only predictions and actual events or results may differ materially. The reader must make his/her own assessment
of the relevance, accuracy and adequacy of the information contained in this document, and make such independent investigations as he/she may consider necessary or
appropriate for the purpose of such assessment.

Any opinion or estimate contained in this document is made on a general basis and is not to be relied on by the reader as advice. Neither abrdn nor any of its agents have
given any consideration to nor have they made any investigation of the investment objectives, financial situation or particular need of the reader, any specific person or
group of persons. Accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as aresult of the
reader, any person or group of persons acting on any information, opinion or estimate contained in this document.
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Conduct Authority in the UK. Unless otherwise indicated, this content refers only to the market views, analysis and investment capabilities of the foregoing entity as at the
date of publication. Issued by abrdn Investments Ireland Limited. Registered in Republic of Ireland (Company No.621721) at 2-4 Merrion Row, Dublin D02 WP23. Regulated
by the Central Bank of Ireland. Austria, Germany: abrdn Investment Management Limited registered in Scotland (SC123321) at 1 George Street, Edinburgh EH2 2LL.
Authorised and regulated by the Financial Conduct Authority in the UK. Switzerland: abrdn Investments Switzerland AG. Registered in Switzerland (CHE-114.943.983) at
Schweizergasse 14, 8001 Zurich. Abu Dhabi Global Market ("ADGM"): Aberdeen Asset Middle East Limited, 6th floor, Al Khatem Tower, Abu Dhabi Global Market Square,
AlMaryah Island, P.O. Box 764605, Abu Dhabi, United Arab Emirates. Regulated by the ADGM Financial Services Regulatory Authority. For Professional Clients and Market
Counterparties only. South Africa: abrdn Investments Limited ("abrdnlIL"). Registered in Scotland (SC108419) at 10 Queen's Terrace, Aberdeen AB10 1XL. abrdnlLis not a
registered Financial Service Provider and is exempt from the Financial Advisory And Intermediary Services Act, 2002. abrdniL operates in South Africa under an exemption
granted by the Financial Sector Conduct Authority (FSCA FAIS Notice 3 of 2022) and can render financial services to the classes of clients specified therein.

Asia-Pacific
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Brazil: abrdn Brasil Investimentos Ltda. is an entity duly registered with the Comisséo de Valores Mobilidrios (CVM) as an investment manager. Canada: abrdn is the
registered marketing name in Canada for the following entities: abrdn Canada Limited, abrdn Investments Luxembourg S.A., abrdn Private Equity (Europe) Limited,

abrdn Capital Partners LLP, abrdn Investment Management Limited, abrdn Alternative Funds Limited, and Aberdeen Capital Management LLC. abrdn Canada Limited is
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