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Net Zero – the state of play



Climate Action Tracker (2021). 2100 Warming Projections: Emissions and expected warming based on pledges and current policies. November 2021. Available 
at: https://climateactiontracker.org/global/temperatures/. Copyright ©2021 by Climate Analytics and NewClimate Institute. All rights reserved
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Net Zero – we are not on track

https://climateactiontracker.org/global/temperatures/
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Largest contributors historically
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Largest emitters 



Net zero: key challenges and 
what can investors do?



1. Global trajectory - The world is not on a net zero 2050 (1.5C) trajectory, emissions increased by 6% 
in 2021 and according to the latest IPCC report we are heading for 3C in the current climate policy 
environment

2. Data gaps - We are still seeing considerable data gaps, particularly for smaller or private companies, 
emerging markets and Scope 3 

3. Portfolio alignment – Measuring alignment of portfolios to net zero goals is still challenging with 
methodologies that do not capture the full picture. This may lead to unintended consequences by 
focusing too much on carbon targets and not solutions

4. Broadening horizons – It cannot just be about net zero 2050, we need to consider the social 
impacts and ensure a ‘just transition’ as well as the interlinkages with biodiversity

Key Challenges
Financing net zero 2050 with real world impact faces a number of challenges
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Climate Action Tracker, accessed 5th of June 2022 here: Home | Climate Action Tracker

Challenge 1: We are not on track
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Current formal 2030 targets would heat the planet by 2.4C 

What does this mean for a portfolio aligned to net zero 2050?

https://climateactiontracker.org/


Challenge 2: Data availability
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Large, publicly listed companies in developed markets (Scope 1 & 2)

Smaller companies

Private companies

Real estate (challenge to obtain data from tenants for the full picture) 

Emerging markets (many emerging markets fund have emissions data coverage of <70%)

Scope 3 (>90% of Scope 3 emissions sourced  from our data provider is estimated and not disclosed)

Avoided emissions

Good

Bad

Consequence: This may lead to a bias towards investing where data 
disclosures are better, not really where it’s most impactful



Challenge 3: Measuring net zero alignment
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How do we define this at corporate and portfolio level and what data is available?
Portfolio level: Possible approaches for defining net zero alignment according to TCFD:

Corporate level: Possible approaches for defining net zero alignment:
1. Climate Action 100+ benchmark – Assessment of highest emitters across 10 criteria, the IIGCC Net Zero 

Investment Framework suggests using the first 6 criteria to define ‘net zero alignment’ – scope is 166 companies

2. TPI – Sector based assessment of 1.5C alignment (carbon performance) 

3. SBTi – approved 1.5C target in place

4. Commercial data providers - that provide data on companies with net zero targets

Planetrics climate scenario analysis – forward looking 
emission trajectories and temperature scores

Source: TCFD Recommendations report 2021

1 2 3
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So what can investors do?

Forward looking view - A focus on real world impact and enabling the allocation of capital in emerging markets 
is critical

Shift capital towards solutions - Invest in low carbon solutions with green revenue/capex which is difficult 
to capture via carbon

Transition – Invest in credible transition companies to achieve decarbonisation goals rather than just 
selling carbon intensive ones

Engage - Net zero engagement strategy with milestones focused on largest financed emitters

Influence – Proactively work with policy makers & industry associations to drive best practice and highlight 
dependencies

Limitations - be mindful of the policy and technology environment, data gaps, methodologies for assessing 
alignment and what they incentivise

Climate change is shifting the landscape for investors who have a critical role to play in making the transition to net zero happen. 
The key areas of focus to help enable net zero are: 
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Committed to 
action on climate 
change

Operations
Net Zero by 2040

Investments
Reduce carbon 
intensity of our assets 
by 50% 
by 2030*

* vs a 2019 baseline, for our Equity, Credit, active Quants, 
Real Estate and certain Multi-Asset strategies

Our Net Zero-Directed investment commitment: helping clients to 
meet their climate change objectives

abrdn is a signatory to the Net Zero Asset Managers Initiative

Climate 
investing

Providing Net 
Zero solutions

Investing
in climate 
solutions

Portfolio 
decarbonization

Rigorous
research

Proprietary 
tools

Collaboration
& influence

Transparency
& investment 
restrictions

Active 
ownership

Source: abrdn, October 2022



Net Zero Directed Investing – What it means for abrdn

Source: abrdn, Net Zero Directed Investing, November 2021

We are committed to delivering on our commitments via Net Zero Directed Investing. That means, taking action to be a positive 
catalyst for net zero via actions across six areas of focus: 
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Investment Integration
We develop tools and processes to 
integrate climate change into every 

investment decision

Active Ownership
We actively engage with corporates 
on their climate goals and actions 

and reflect our views in voting 
decisions.

Investment Solutions
We develop climate solutions across 
all asset classes to enable our clients 

achieve their goals, including net 
zero 2050. 

Research & Data
We undertake rigorous, forward 

looking research related to climate 
change impacts, including net zero 

2050.

Collaboration & Advocacy
We collaborate with industry 

initiatives to drive best practice 
related to net zero and advocate for 

ambitious climate policy.

Transparency
We are committed to providing 
transparency via regular TCFD 

reporting and enhanced ESG client 
reports.

1 3 5

2 4 6

https://www.abrdn.com/en/uk/adviser/insights-thinking-aloud/article-page/net-zero-directed-investing-what-it-means-for-us?utm_medium=social&utm_source=twitter&utm_campaign=cop26%7E202110%7Econvtopics%7Ewholesale%7Euk%7Een&utm_content=content%7Epost%7Ena&cn=cop26%7E202110


Climate Scenario 
Analysis



abrdn Climate Scenario Analysis
Forward-looking, quantitative assessment to inform investment decision-making

Source: abrdn
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Differing potential 
policy and technology 
pathways

Physical and 
transition risks

Economic 
shocks

Financial 
implications

Demand destruction

Demand creation

Direct carbon costs

Market impacts

Physical Impacts

Transition

Physical

Changes in 
demand

Changes in 
costs

Adaptation

Abatement



Our bespoke scenarios
We take a probability weighted view based on a range of off the shelf and bespoke scenarios
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Source: abrdn



Climate change is stock risk and opportunity
ASX 200 – Total impact
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Source: abrdn. Some extreme outliers may be omitted



Stock climate-related risks & opportunities
Identifies climate winner and losers
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Source: abrdn. Company selected for illustrative purposes only to demonstrate the investment management style described herein and not as an investment recommendation or indication of future performance

How is a company impacted in terms 
of value across the scenarios, and 
why?
How does this align with internal 
stock recommendations?
What risks and opportunities should 
be incorporated into our active stock 
research and engagement program?
How should this be incorporated into 
our portfolio-construction process? Climate 

loser



Sector climate-related risks & opportunities
Identifies climate winner and losers
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Source: abrdn. Companies selected for illustrative purposes only to demonstrate the investment management style described herein and not as an investment recommendation or indication of future performance

How do stocks compare to peers in 
terms of value impact across 
scenarios?
How does this align with internal stock 
and sectoral recommendations?
What risks and opportunities should be 
incorporated into our active stock 
research and engagement program?
How should this be incorporated into 
our portfolio-construction process? Climate loser

Climate winner



Sector climate-related risks & opportunities
Identifies climate winner and losers
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Source: abrdn. Companies selected for illustrative purposes only to demonstrate the investment management style described herein and not as an investment recommendation or indication of future performance

How do stocks compare to peers in 
terms of value impact across 
scenarios?
How does this align with internal stock 
and sectoral recommendations?
What risks and opportunities should 
be incorporated into our active stock 
research and engagement program?
How should this be incorporated into 
our portfolio-construction process? Climate loser

Climate winner



What this captures

Click to edit source text

Credibility Framework Drivers
What is the type of carbon target? And how much of the 
companies emissions are covered by the target?

Are the company’s emissions rising or falling?

How mature are the decarbonisation technologies that are 
required for the company to achieve its target? 

Is the company supported by policy?

Has the company got a track record of producing climate 
solutions?

How does the company performance when considering 
climate governance factors?

Emissions Target Design

Emissions Performance

Technology Readiness Level

Policy Supportiveness

Green Market Penetration

Climate Governance

Credibility 
Score



BHP
Transition plan adjusted valuation impact 
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Credibility score 1.5/4.0



What is a net zero aligned portfolio?
A net zero 2050 aligned portfolio supports the achievement of net zero by 2050 in the real world through a 
range of actions. A forward looking view on the transition is key to support this.

Transition sectors are those like electricity, transport, basic materials, real estate, agriculture. A zero carbon world will still require 
products from these sectors, but will require versions which emit zero or near zero carbon. Levels are approximations and scenario 
dependent
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Source: abrdn, August 2020
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Net Zero 2050 requires around 
7% p.a. emission reductions 

and 50% by 2030



Appendix

24 | abrdn.com



Institutional Investors Group on Climate Change
Source: abrdn, May 2021

Building the foundations: The Net Zero Investment Framework
abrdn contributed to the development of the IIGCC* Net Zero Investment Framework together with over 70 asset managers 
and asset owners. It is the first comprehensive framework to attempt to define an approach for investing in line with net zero 
objectives, published in March 2021
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Maximise efforts to achieve decarbonisation in the real economy. 
This requires a clear strategy and targets to have a positive 

impact on the transition rather than meet portfolio 
decarbonisation targets via divestment

Decarbonise 
investment 
portfolios by 
investing in 

credible transition 
leaders

Increase 
investment in 

climate solutions 
that help the 

world 
decarbonise

Net zero 
stewardship with 

clear targets

Key Message of the Net Zero Investment Framework 

1 2 3



Active Climate Transition (ACT)
Powered by abrdn’s climate scenario analysis platform   
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Our three pillar 

approach to  Net 

Zero

• capture alpha from companies 

enabling and driving the transition to 

Net Zero

• provide exposure to climate solutions 

providers

• credibility assessment of targets, KPIs 

& strategy

• encourage adoption of ambitious but 

credible plans & objectives

• target lower emissions (intensity 

and/or level) relative to index

• ensure that rate of decarbonisation 

aligns with Net Zero targets

decarbonise portfolios engagement targets
increased exposure to Leaders 

& Solutions

Decarbonisation Engagement Climate Leaders & Solutions



Developing a robust transition assessment framework
Developing a consistent transition, credibility and alignment framework
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Ambition 

Credibility 

Alignment

Forward looking assessment of 
emissions and targets:

SBTi, TPI, CDP, MSCI, BBG, 
Planetrics

Active research, peer analysis & 
engagement to understand if 
ambition is credibly put into 

practice 

Likelihood - Research to 
understand the policy and 
technology environment 
companies operate in

Assessing whether an asset is 
aligned with the goals of the Paris 
Agreement to facilitate ‘net zero 

alignment’ reporting



Issued by abrdn Australia Limited ABN 59 002 123 364 AFSL No. 240263. This 
document has been prepared with care, is based on sources believed to be 
reliable and opinions expressed are honestly held as at the applicable date. 
However it is of a general nature only and we accept no liability for any errors or 
omissions. This is not an offer of securities. A Product Disclosure Statement 
(PDS), application form and Target Market Determination (TMD) is available for 
each Fund by calling abrdn Australia Limited Client Services on 1800 636 888, at 
www.abrdn.com/aus, or from your financial adviser. This document has been 
prepared without taking into account the particular objectives, financial situation or 
needs of any investor. Investments are subject to investment risk, including 
possible delays in payment and loss of income and principal invested. It is 
important that before deciding whether to acquire, hold or redeem an investment 
in a Fund that investors consider the Fund’s PDS, the Fund’s appropriateness to 
their own circumstances, objectives and financial situation and consult financial 
and tax advisers.  Past performance is not a reliable indicator of future results. All 
dollars are Australian dollars unless otherwise specified. Indices are copyrighted 
by and proprietary to the issuer.

Any data contained herein which is attributed to a third party ("Third Party Data") 
is the property of (a) third party supplier(s) (the “Owner”) and is licensed for use 
by abrdn**. Third Party Data may not be copied or distributed. Third Party Data is 
provided “as is” and is not warranted to be accurate, complete or timely. To the 
extent permitted by applicable law, none of the Owner, abrdn** or any other third 
party (including any third party involved in providing and/or compiling Third Party 
Data) shall have any liability for Third Party Data or for any use made of Third 
Party Data. Neither the Owner nor any other third party sponsors, endorses or 
promotes the fund or product to which Third Party Data relates.

**abrdn means the relevant member of abrdn group, being abrdn plc together with 
its subsidiaries, subsidiary undertakings and associated companies (whether 
direct or indirect) from time to time.

Bloomberg data are for illustrative purposes only. No assumptions regarding 
future performance should be made.

The MSCI information may only be used for your internal use, may not be 
reproduced or re-disseminated in any form and may not be used as a basis for or 
a component of any financial instruments or products or indices. None of the 
MSCI information is intended to constitute investment advice or a 
recommendation to make (or refrain from marketing) any kind of investment 
decision and may not be relied on as such. Historical data and analysis, should 
not be taken as an indication or guarantee of any future performance analysis 
forecast or prediction. The MSCI information is provided on an ‘as is’ basis and 
the user of this information assumes the entire risk of any use made of this 
information. MSCI, each of its affiliates and each other person involved in or 
related to compiling, computing or creating any MSCI information (collectively, the 
‘MSCI’ Parties) expressly disclaims all warranties (including without limitation, any 
warranties of originality, accuracy, completeness, timeliness, non-infringement, 
merchantability and fitness for a particular purpose) with respect to this 
information. Without limiting any of the foregoing, in no event shall any MSCI 
Party have any liability for any direct, indirect, special, incidental, punitive, 
consequential (including, without limitation, lost profits) or any other damages 
(www.msci.com).” 

Disclaimer

00832316
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http://www.abrdn.com/aus
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