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CEQO’s Foreword

The fifthyear of this AIGCC annual State of Net-Zero Investmentin Asiareport presents an overview
of the progress of institutionalinvestors across Asiain addressing climate change.

Investorsin Asiahave increasingly recognized climate change as posing systemicrisks that cannot
beignoredordivested from. Asiaandthe Pacificregion are currently responsible formore than
50% of global greenhouse gas (GHG) emissions.' Additionally, more than 80% of the projected
growthincoaldemandis anticipatedtobe from Asia.?Many parts of Asia are also amongst the most
exposedintheworldto physical climateimpacts.

Governments are signaling the direction of travelis toward net zero, working on national policy
packagesintendedtodrive decarbonization. Examplesinclude Japan’s “GX” green transformation
bond, Singapore’srelease of climate transition plans and green business activities,and ASEAN’s
taxonomies. From China to Malaysia, South Korea, Vietnam, Indonesia, and throughout the region,
policymakers are adjusting economic settings along the samelines.

Leadinginvestors are anticipating thelargest globaleconomic transition since the Industrial
Revolution. There willbbe demand for capital to help economies adapt and buildresilience, and
investorsintheregionare positioning themselves fora climate-resilient, net-zero globaleconomy.

Thereis movement and momentum to net zero frominvestors across Asia.

Itispleasingto observeincreasedunderstanding and actionon climaterisks and opportunities
amonginvestors acrossAsia, led by many investors within the AIGCC membership. However,
capitalflows are stillonatrajectory likely toresultin severe climate damage across Asiawith arisein
extreme weatherevents andvulnerability to climate-related damage and disruption.

Driving net-zero emissionsin Asiawillrequire anunprecedented scale and speed of energy
transition. To achieve this, investorsin Asiamust accelerate the movement of climate-aligned
capital; scale-upinvestmentsin climate solutions, including early and mid-stage clean energy
innovations; phase outreliance onfossilfuels,®and further develop nature-based adaptation
solutions.

If managed effectively, the greentransformationin Asia can create significant opportunities for
inclusive and sustainable growth. This will require strong economic signals, such as decision-useful
carbonprices, stimulus, andincentives that strongly indicate the related financial risks

and opportunities.

Asthisreport shows, investors overwhelmingly endorseincorporating the economic transitionand
climate-related damage and disruptioninto theirinvestment management and stewardship.

Therefore, theindustry snapshotin thisreport providesvaluable transparencyinhowinvestors are
incorporating net-zeroinvestment objectives and performing theirrole of capital allocation with
respecttoclimate change.

We hope theseresults spurinvestors to go furtherand fasterin their climate journey.
Sincerely,
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RebeccaMikula-Wright, CEO,
Asialnvestor Group on Climate Change (AIGCC)
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1 SeeAsiaDevelopmentBanks ‘Asiaandthe Pacific’s Climate Bank’ here.

Asabove.

3 Investorshave afiduciary duty tointegrate financially material factorsincluding environmentaland climate matters,
see ‘Alegal Framework forimpact’here.

N


https://www.adb.org/climatebank#:~:text=Asia and the Pacific is currently responsible for over,of global greenhouse gas emissions.
https://www.unepfi.org/legal-framework-for-impact/about/

This report provides the most comprehensive stocktake to date of investor
climate progress across Asia. It draws on data from 58 investors who responded
tothe AIGCC Net-Zero Investment Survey, supplemented with a desktop review
of key metrics and aggregated progress from more than200 Asset Owners and
Managers, 186 of which are headquarteredin Asia. The report therefore reflects
the ownership and management of most mainstream capital in Asia.*

Many investors in Asia are positioning themselves for a climate-resilient net-zero

economy, but not at the required speed.

1. Thereismovementand momentum toward net-zero.
Leadinginvestors see effective monitoringand
managing climate change asincreasingly essential to
long-termvalue preservation and creation by:

» workingtosetclimate strategies, short-
termtargets, and climate governance for
decarbonization andto allocate more capital to
climate opportunities

« increasingly workingtoincentivize companies and
governments to go furtherwith credible transition
plansintheirkey markets and to build resilience to
physical climaterisks

« increasingly financingAsia’s energy transition,
recognizing capital must flow to climate-aligned
activitiesand opportunities setto succeedin
anet-zeroworld.

2. However, of the 200+ Asia Investorsincludedin the
datareview, most fall short of actions needed to

effectively manage climate risks and opportunitiesin
line with global climate goals.®High-impact areas like
fossilfuels and deforestationremain a challenge.

3. The100 Asia Asset Ownersreviewed trail Asset
Managers onnearly every key climate metric surveyed,
stressing theimportance of progress for Asset
Owners. Meanwhile, AIGCC members well outperform
the market when evidencing climate progress and
engagementacross the areasreviewed.

The progressoutlinedinthisreportis benchmarked
againstthe Investor Climate Action Plans (ICAPs)
Expectations Ladder,°which provides a pathway for
investors’ transition plans to anet-zero economy - akey
framework forinvestor climate actionregardless of where
they are atontheirclimate journey, and the structure from
which this paperismodeled and actions assessed.

This analysis focusesonagroup of Asian markets (for the purposes of thisreport, collectively referred to as “Asia”)including Brunei, Cambodia,

Mainland China,HongKong S.A.R, India, Indonesia, Japan, Laos, Malaysia, Myanmar, Philippines, Singapore, South Korea, Taiwan, Thailand &
Vietnam.Formoreinformationonthereview process, report methodology andlegaldisclaimers. See Appendix

The agreement and subsequentratification of the 2015 Paris Agreement by 195 Parties heralded a step changein the global transition to alow

carbonandclimateresilienteconomy. The Paris Agreement’s centralaimis to strengthen the globalresponse to the threat of climate change
by keepingaglobaltemperaturerise this century wellbelow 2 degrees Celsius above pre-industrial levels and to pursue efforts to limit the

temperatureincrease evenfurtherto1.5°C.

Itisgenerally agreedthat transitionplanning for financialinstitutions should include integration of climate issuesinto (1) governance, (2)

disclosure, (3)investment strategy, (4) corporate engagement, and (5) policy advocacy. Those five areas correspond to the five pillars of the
InvestorAgenda’s Investor Climate Action Plans (ICAPs) Ladderand Guidance. High-level criteria are taken fromeach of these areas as a proxy

forinvestoraction forthe purposes of thisdesktop review andreport.


https://theinvestoragenda.org/wp-content/uploads/2021/05/expectations-ladder.pdf
https://theinvestoragenda.org/wp-content/uploads/2021/05/expectations-ladder.pdf

CEO’sForeword

Key findings based onresults of 200+ Asia investors

Focus areal: Governance

« Climate changerecognition: 70% of investors (84% of « Climate changeinclusionininvestment policies: 57% of
Asset Managers and 51% of Asset Owners, equaling a investors (68% of Asset Managers and 43% of Asia Asset
collective 81% of investorassetsundermanagement (AUM) Owners)haveintegrated (tovarying degrees) climate
reviewed headquarteredin Asia) publicly recognize climate change considerationsintoinvestment policies.
asasource of materialrisks and opportunities. « Investorclimate action plans: 28% of investors (33% of

AssetManagersand 20% of Asset Owners)have some form
of climate actionplan.

Focus area 2: Investment

« Investorsare working to setshort-termclimate targets 3. Climate solutions targets: The leading 12% of investors
inline withthe targets the Net Zero Investment Framework (12% of Asset Managers and 12% of Asset Owners)
recommends. have setatargetorstrategytoincreaseinvestments
1. Net-zerotargets: 40% of investors (49% of Asset inclimate solutions. Investorsin Asia are exploringand

Managers and 28% of Asset Owners) have anet-zero investingin climate solutionsinvestments through
targetoverall orpart of the portfolio. Mostinvestors various opportunities and markets.
thatprogressedinthisareaare fromregionswithaset 4. Assetalignment (“portfolio coverage”) targets:
domestic net-zero target, indicating the key role of 15% of investors (17% of Asset Managers and 3% of
governments. Asset Owners)have anassetalignmenttarget. Asmall
2. Interimtargets: 29% of investors (34% of Asset portionmore haveindicated they areinthe process of
Managers and 20% of Asset Owners)have setan conductinganalignmentassessment.’
interimnet-zero decarbonizationreference target for o Fossilfuelapproaches and policies: 28% of investors
allorpart of theirportfolio, helping drive short-term (32% of Asset Managers and 23% of Asset Owners) have
accountability. investment policies that consider fossil fuels.

« Deforestationresponses:12% of investors (19% of Asset
Managers and 3% of Asset Owners) have established a
policy orposition ondeforestation/land use.

Table 1. Investor net-zero targets

40%
29%
15%
12%

Not assessed
Net zero target Interim Climate Portfolio Engagement
(overallorpart decarbonisation solutions coverage (asset threshold

of portfolio)  target(overallor target alignment) target target
part of portfolio)

Noteresults for AIGCC members: 70% have anet-zero target (over theirportfolio or part thereof); 53% have aninterim target (over theirportfolio orpart
thereof);18% have a climate solutions target (qualitative or quantitative); 46% have set a Portfolio Coverage (asset alignment) target.
ThesenumbersinTablereflectthe percentage of totalinvestorsreviewed who have achieved orpartly achieved therelevant criteria. These target categories
alignwiththe PAlINet Zero Investment Framework.

Targetsoverallorapartof the portfolio.

7 Thisforward-lookingtargetfocusesonreal-world decarbonization. To set thistarget, investors need tolook across theirportfolio at different assets,
assesstheiralignmentwithnetzero, thenachieve the targets throughasset selection,management, engagement, and(fromtime to time if appropriate)
selective divestment. The Net Zero Investment Framework encouragesinvestorstoseta5-yearportfolio coverage goal forincreasing the percentage
of AUMinvestedinassetsinmaterial sectorsthatarei)achievingnetzero ormeeting the criteriato be consideredii) ‘aligned’ oriii) ‘aligning’ to net zero.
Thistargetshouldincrease toward a goal of 100% of assetstobei)netzero orii)aligned tonetzero, by 2040.



https://www.parisalignedassetowners.org/media/2021/03/PAII-Net-Zero-Investment-Framework_Implementation-Guide.pdf
https://www.parisalignedassetowners.org/media/2021/03/PAII-Net-Zero-Investment-Framework_Implementation-Guide.pdf
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Focus area 3: Corporate Engagement

« Corporate engagementinitiatives: 33% of investors (44%
of allAsset Managers and 18% of Asset Owners) participate
incorporate engagementinitiatives onclimate, including
Climate Action 100+ or AIGCC’s Asian UtilitiesEngagement
Program.

Focus area 4: Disclosure

« Carbonemissions:Investorsareinthe process of measuring
anddisclosing portfolio GHG emissions.

« Climatedisclosure: 47% of investors (57% of Asset
Managers and 38% of Asset Owners) are disclosing some
level of climaterisks and opportunities alignedto the
recommendations of the Task Force on Climate-Related
Financial Disclosures (TCFD)but withvaryinglevels of detail.

Corporate engagement progress: 37/% of investors (50%
of Asset Managersand 20% of Asset Owners) have shown
robust climate corporate engagement, including climate
change considerationsin proxy voting policies, setting
engagementtargets, orreportingonclimate stewardship
actions and outcomes meaningfully.

Corporate engagement strategies: arange of climate
stewardship strategies are beingadoptedtodrive
corporatestoalignwithnetzero.

Physical climaterisks: 31% of investors (38% of Asset
Managersand 20% of Asset Owners)have conducted a
physicalriskassessment oversome or part of theirportfolio,
withvaryinglevels of detail, though few set out detailed
actions orplanstoaddresstheserisks.

Table 2. Investor Implementation of climate strategy & governance practices

57%
47%
31%
28% 28%
25%
12%

Climate Fossil TCFD Physical Investor Net Zero Deforestation
policy fuel aligned risk Climate investor policy

policy reporting assessment ActionPlans alliance

Noteresults for AIGCC members: 89% have a climate policy; 59% have afossil fuel policy; 82% have undertaken TCFD/International Sustainability Standards
Board (ISSB)-alignedreporting; 61% have undertakenaphysicalrisk assessment; 59% have aninvestor climate actionplan; 52% are part of anet-zero alliance;

28% have adeforestation policy.

Thesenumbersreflectthe percentage of totalinvestors thathave achieved, or partly achieved, therelevant criteria. Therobustness, completeness, and quality
ofinvestordocument(s) have notbeenassessed, sodocuments exist withvaryinglevels of detailand/orcomprehensiveness.

Focus area 5: Policy advocacy

« Domestic policy environments andregulations acrossAsia
are akey determinate of investor climate action.

« Investorclimate policy advocacyacrosstheregionis
generallylowerthanneededto spurthe net-zero transition at
the speedrequired forinvestors’ best financialinterests.

« Investorsareincreasingly eagertoengageinin-depth
dialogue with Governments and policymakers to unlock
climate opportunities, including through climate networks
like AIGCC.

Investorswhorespondedto AIGCC’s Net-Zero Survey noted
several climate priorities for Asian governments, including:
1. improvedapproachtocarbonpricing

. greater funding to supportclimate technologies

. setting1.5°Caligned sector pathways

. mandatory climate disclosures

a ~h NN

. improved approachto physicalrisks.



Focus Area I: ga~
Governance

Appropriate governance and a portfolio-wide strategy for climate change provide
the basis for portfolio alignment and broader actions by aninvestor to achieve
net-zero goals.®

Leadinginvestors:

¢ make climate change central to the organization’s strategic plan

e demonstrate robust climate governance and planning, improving director climate
accountability and transparency, and providing regular climate training to staff

e ensure top-down oversight and buy-in from the board and senior management,
and align achievement of climate-related metrics with remunerationand
incentives.

8 Investorsshoulddefinerolesandresponsibilities to oversee andimplement the organization’s commitments on climate change
andreportontheirclimate performance. See ICAP’s Ladderand Guidance: https://theinvestoragenda.org/icaps/.



https://theinvestoragenda.org/icaps/

FocusAreal: Governance

Recognition of climate change

Mostinvestors across Asia have publicly recognized climate change as a material risk and opportunity.

Investorsrecognize that swift,economy-wide change as afactorthat does, orwill,impact theirportfolio (or
decarbonizationhas the greatest net financialbenefitto have made statementsindicating they are orintend to take
investors’ beneficiaries and clients, and the overalleconomy. climate action). Interms of AUM, $27 trillion representing 81%

of investor AUMreviewed (from183investors headquartered

Of the 200+ Asialnvestors, half of all Asset Owners and within Asia) have publicly recognized climate as a source of

o . . .
85% of Asset Managers have publicly recognized climate material risks and opportunities.

Figure 1. Recognition of climate change

98%
84%
50%
1% 2% 0%
Asset Owners Asset Managers AIGCC Members
Yes Part Ml Yes M Part

200+ Asialnvestorsrecognize climate changerisks/opportunities(e.g.,have made a statement to that effect and may have commenced action).

Climate action drivers forinvestors

Regulatory andlong-term performance are the key drivers forinvestors to act on climate.

Investors are being drivento consider climate frommultiple expectations of improvedlong-termperformance andrisk
angles. Changingregulatoryrequirements (62%) and management (60%) drive investorstoactonclimate.

Figure M1. Survey of AIGCC Members: What have been the top drivers for your organization to consider climate considerations
andnet-zeroinvesting? (n=47)°

Regulatory requirements (e.g. TCFD, local regulators) _ 62%
Expectation of improved long-term performance or _ 60%
risk management °
investor demanc | 57
Inclusion of climate risks in the risk management process _ 55%
Growing acceptance that climate factors impact the _ 519
financial performance of investments °
Expanding notion of fiduciary duty to include climate _ 26%
considerations °

Demand fromretail investors _ 21%

9 Note:regardingthe AIGCC Net-Zero Survey questions/date, “n=X"indicates the number of responsesreceived for that specific question. Not all survey
questionswere mandatory, so sometimesthe numberofresponsesreceivedvaries.



FocusAreal: Governance

Climate policies

Climate change considerations are beingintegrated into investment policies but with varying levels of detail
androbustness.

Fromthe 200+ Asialnvestors, 43% of Asset Owners and 84% or56 AIGCC membershave now set aclimate policy, up
68% of Asset Managers haveincorporated climate change from80%in2022.

into theirinvestment policies, but with varying detail and

robustness.

Figure 2. Climate policies

84%
64%
37%
6% 5%
4%

[
Asset Owners Asset Managers AIGCC Members
Yes Part Wl Yes M Part

200+ Asialnvestorswhohave apolicy onintegrating climate change considerationsintoinvestments.

Governance structures

More than two-thirds of investors surveyed are implementing climate strategies at the board level.

Investorsareimproving theirincorporation of robust 68% of respondentstothe AIGCC Net-Zero Survey are
climate governance structures and disclosing this. Best building awareness of climate strategy and portfoliorisks at
practice ensures top-down buy-inby linking remuneration/ theboardlevel.

performance KPIs to climate outcomes.

Figure M2. Survey of AIGCC Members: Regarding your organizational governance structuresregarding climate change, which of
the following do you generally satisfy (n = 47)

Build awareness at the board level of organisational _ 68%
climate strategy and portfolio risks °
Regularreporting to the Board & seniormanagement on ®
rdése "o |
financial metrics related to climate
Provide regular training for the Board and all staff on climate risks 3
forequt Soa - I 7%
and implcations for the organisations strategy and investments
Define formal climate change responsibilities in Board _ 45%

Align executive remuneration with the achievement of o
climate related metrics - e

Formally assess organisational knowledge on climate change - 17%
forthe Board, seniormanagement and investment teams °



FocusAreal: Governance

Investor Climate Action Plans

Leadinginvestors are setting comprehensive transition plans.

Investorsunderstandtheimportance of net-zero transition Inthe AIGCC Net-Zero Survey (n=58),50% of respondents
plans.Leadersare adoptingcomprehensive climate action reportedhavingaclimate transition plan/investor climate
plans centralto the organizations’ strategic plan, led fromthe actionplanforachievingtheirnet-zero objectives andtargets.

top downbythe boardand seniormanagement. Thisrequires
capacity building, staff resourcing, and moving toward linking
climate to executive remuneration.

Figure 3. Investor climate actionplans

41%
22%
14% 18%
. 1%
6%
Asset Owners Asset Managers AIGCC Members
Yes Part Ml Yes M Part

Criteria: 200+ Asialnvestors who have published aninvestorclimate actionplan.



Focus Area 2it e
Investment

Summary of investment progress

Leadinginvestors:

integrate climate change into investment decision-making, processes, and
strategic asset allocation to drive long-termreturns for beneficiaries

allocate capital to 1.5°C transitioning companies, clean energy, and low-carbon
solutions

set near-term targets to align asset classes with net-zero alignment criteria
set targets for and report on amountsinvested in climate solutions
consider strategies and policies to phase out fossil fuels

incorporate deforestation, nature, and biodiversity considerations into policies and
investment decisions.

Leading asset owners are aligning mandates with net zero.

Despite areas of progress, for mostinvestors reviewed there remains a climate
ambition and action gap. Many investors have yet to show material progress in key
areas aligned with the ICAPs Expectations Ladder and Net Zero Investment Framework
(NZIF), which should remain a focus for the year ahead.



https://theinvestoragenda.org/wp-content/uploads/2021/05/expectations-ladder.pdf
https://www.parisalignedassetowners.org/media/2021/03/PAII-Net-Zero-Investment-Framework_Implementation-Guide.pdf
https://www.parisalignedassetowners.org/media/2021/03/PAII-Net-Zero-Investment-Framework_Implementation-Guide.pdf

FocusArea2:Investment

Climate strategies

78% of investors surveyed use corporate engagement, shareholder action, and active ownership as a climate
implementation approach.

Investors favoractive ownership as a key climate andthematicinvestinginclimate assets. Strategic asset
implementationapproach, togetherwithnegative screening allocationto climate investments (19%)is stillnascent.

Figure M3. Survey of AIGCC Members: Which of the following climate approaches does your organizationimplement? (n = 58)
Corporate engagement, shareholder action, n
- g
active ownership
Negative screening | 7
Thematic investing in climate-related assets _ 64%
Evaluate risks posed to investment portfolios ®
- rolos | 5+
fromincreased carbon emissions
Voting policy on climate _ 55%
Decarbonisation strategy _ 52%
Positive/best-in-class screening _ 41%
Net reduction targets _ 38%
portfolio tilting ||| N 28%

Strategic asset allocation - 19%

Net-zero targets

Investors use portfolio decarbonization objectives to drive accountability and assess effectiveness
of climate actions.

Fromthe 200+ Asialnvestors, aquarter of Asset Owners 70% or56 AIGCC members have now set apublic net-zero
and abouthalf of the Asset Managers have setanet-zero decarbonisation objective overall orpart of their portfolio,
decarbonization objective oversome or part of the portfolio anincrease of 19% from 2022.

(notnecessarily across allAUM). 36% of AIGCC members have
setwhole of portfolio targets.

Figure 4. Net-zero portfolio objectives

59%
42%
26%
11%
7%

o

Asset Owners Asset Managers AIGCC Members
Yes Part Bl Yes M Part

200+ Asialnvestorswho have made anet-zero commitment for portfolio emissions.



FocusArea2:Investment

Short-term decarbonization objectives

Short-term decarbonization targets are adopted by some, but not most, investors.

Ofthe 200+ Asialnvestors, 20% of Asset Owners and 34% of Responsestothe AIGCC Net-Zero Survey (n=58) showed:

AssetManagers have setaninterimtargetacrossallorpart
o 45% ofinvestorshadashort-term decarbonizationtarget

overatleastone assetclass ormandateintheirportfolio.

of theirportfolio. Theseinvestors have set these near-term

decarbonizationtargets(e.g.,>10-yeartargets)to drive

° O, O,
theinternalurgency andaccountability needed tomore 11% of Asset Owners and 18% of Asset Managers had a

broadly minimize climate risks materializing to portfolios and short-termtarget overthe whole portfolio. This nearly

economies across Asia. doublesatthe assetlevelforlisted equities, but short-
termdecarbonizationtarget settingisloweracross other

assetclasses.

Figure 5. Short term decarbonization objectives

32%
27%
21%
16%
O,
4% 7%
Asset Owners Asset Managers AIGCC Members
Yes Part M Yes M Part

200+ Asialnvestorswho have setshort-term/interimtargets toreduce portfolio emissions (whole portfolio).

Assetlevel net-zero alignment

Investors are focusing on assessing net-zero alignment at the assetlevel and setting targets.

Leadinginvestors are assessing and setting targetstoimprove therealeconomy. Thisisimportant forbottom-up asset
asset-levelalignment. management, stewardship prioritizationand acomprehensive

decarbonizationapproachthatfocusesonreal-worldimpact

o . .
10% of the 200+ AsiaInvestors reviewed have setatarget ratherthan paperdecarbonization. Mostinvestorsuse the

toincrease assetalignmentwithnetzero. These targetsare Net Zero Investment Framework (NZIF) to do this.

akeydriverforreducing emissionsinportfoliosandacross

Figure 6. Asset alignment targets

30%
17% 16%
3% 9% 4% .
Asset Owners Asset Managers AIGCC Members
Yes Part M Yes M Part
200+ Asialnvestorswho have setassetalignment(portfolio coverage) targets.
Inthe AIGCC Net-Zero Survey (n=49): Inthe AIGCC Net-Zero Survey, theleading methodology for

setting climate targets and measuring net-zero alignment
was the NZIF (43%), third-party ESG data service providers/
indices categorizations (31%) and Science-Based Targets for
Financial Institutions (SBT-FI) (27%).

o 45%respondedthattheyhadsetaportfolioalignment
target.

o 14% of surveyrespondents saidthey plantosetalignment
targetswithinthe nextyear.

« Anadditional16% said they are internally tracking portfolio
alignment atthe assetlevel.

10 Portfolioalignment(portfolio coverage) targets are generally setusing NZIF (6.1% of investorsinthisreport), SBT-FI Portfolio Coverage approach
(3.4% of investorsinthisreport)orablended/proprietary approach. Mostinvestorsinthe Net Zero Asset Managersinitiative have also set targets using NZIF.


https://www.parisalignedassetowners.org/media/2021/03/PAII-Net-Zero-Investment-Framework_Implementation-Guide.pdf

FocusArea2:Investment

The NZIF approach to asset alignment

Inthe Net Zero Investment Framework (NZIF), the five
alignment assessment categories are:i)achieving net zero,

ii)aligned, iii) aligning, iv) committed to aligning and v) not “achievingnetzer

aligned. NZIF clearly defines each category:

This alignment assessment canbe usedto set targets over
timetoincrease the percentage of companies who are

0" orare “alignedtonetzero”, etc.

-1"'.
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Example of Target setting to improve alignment from 2020 to 2040

*'

| Committed

. Uncommitted

Insufficient Data

Inthe AIGCC Net-Zero Survey, eight (8) investors provided

anoptionalresponse. They stated the percentage of their
AUM currently considered alignedto netzero (based onthe
NZIF alignment assessment or similarmethodology):

« Oneinvestorhas1-9% of theirportfolio already
achievingnet zero.

« Fiveinvestorshave over20% of their portfolio “aligned”
to anet-zero pathway.

o Threeinvestorshave over 30% of their portfolio
“aligning” to anet-zero pathway.

To furtherunderstand the alignment of Asiainvestor
portfolios, ISSESGrecently assessed the percentage

of companies satisfyingthe above NZIF asset alignment
criteriaforlisted equities. The assessment of these Asia-
Pacific companies from priority sectors discovered that

only 4% of companies are “Aligning”, 3% are “Committed
to Aligning” (most companiesin thisalignment are basedin
Japan), and 93% of companies are “Not Aligned”.


https://insights.issgovernance.com/posts/net-zero-pledges-in-asia-pacific/

FocusArea2:Investment

Climate solutions investment targets

Climate solutionsinvestments arein focus.

Asiamarkets hold the key to achieving global climate goals,
including throughdecarbonization and climate solutions
investmentsintheregion. Asilentraceisemergingto gain
exposure to greenfinance opportunities, withan anticipated
$71trillionininvestmentsrequired across Asiatoreach
net-zero by 2050."Thereis stronginterest frominvestors to
allocate capitalto1.5°C aligningcompanies, cleanenergy and
low-carbon solutions, with the net-zero transition potentially
presentingasignificantinvestment opportunity acrossa
range of sectors, technologies and businesses.

o Fromthe AIGCC Net-Zero Survey(n=57),14% of investors
now have apublic targettoincreaseinvestmentinclimate
solutions, and another9%reporthaving atargetthatisnot
publicly disclosed.

o 23%ofinvestorsyettohave anet-zerotargetreported
having astrategytoincreaseinvestmentsinclimate
solutions.

Figure 7. Targets for climate solutions

13%
9% 7% ° - 5
[
Asset Owners Asset Managers AIGCC Members
Yes Part Bl Yes M Part

200+ Asialnvestorswho have committedtoincreasinginvestmentsin climate solutions.

We expectto see more formalization of targets, plansand
strategiestoincreaseinvestmentsinclimate solutions
detailed overthe comingyear, with 21% saying they are
“actively considering” this.

Investors canuse adashboard of climate solutions
classifications and metrics to measure and communicate
allocationto climate solutions andinform corporate transition

plananalysis. Forexample, investors mayreport total financed
emissions alongside complementary calculations excluding
finance for ‘Solutions, Transitionand Emerging Markets
(STEM)',recognising that aglobal scale up of climate solutions,
suchasrenewable energy andelectric transportation

may lead to anincreaseinemissions withinsectorsinthe
shortterm.

11 AsiaPolicy Society Institute: ‘Getting Asiato Net Zero’,here. Areport of the high-level policy commission on getting Asiato netzero,2023.


https://asiasociety.org/sites/default/files/2023-04/Getting Asia to Net Zero_Report.pdf

FocusArea2:Investment

Climate solutions categories

Investors want exposure torenewables, energy storage and low-carbon transportation.

Respondentstothe AIGCC Net-Zero Survey use the following
methodologies and definitions to define climate solutions
investments'?:

o 35%ofresponderssaidtheyuse third-party ESG data
service providers.

o 33%saidtheyuse theirowninternal framework or
proprietary methodology.

« 35%usetaxonomiesforsustainable activities, while others
use green-labeled products and certifications, etc.

Investors alsolooktotherecentlIGCC Climate Solutions

Guidance (listed equities and corporate fixedincome).

To supportclearandtransparent disclosures and protect the
integrity of climate solutions classifications, investors should
prioritize transparency and standardization when disclosing
climate solutions classifications.

Fundsareinvesting significantly inenergy transition,
predominantly throughrenewables and energy storage
andtransportation. Investors see Asiaasacrucialhub for
producing, utilizing, and exporting essential components that
enable the worldtoreachnet-zero targets.

Figure M4. Survey of AIGCC Members: What are the primary opportunities you want to gain exposure toin the near future as part
of your climate solutionsinvestment strategy? (n = 48)

Renewable energy _ 63%
Energy storage _ 40%
Low carbon transport _ 40%
Low emissions fuels (hydrogen, etc.) _ 40%
Greeninfrastructure _ 38%
Nature solutions (biodiversity or natural capital) _ 38%
Green property _ 33%

Sustainable forestry andland use (incl. deforestation solutions) _ 29%

Venture Capital (climate related) - 8%

12 Generally speaking, climate solutions are “activities, goods orservices that contribute substantially to,and/orenable, emissionsreductions to support
decarbonizationinline with credible 1.5°C pathways toward net zero, or that contribute substantially to climate adaptation”. These activities should meet
DoNo SignificantHarm criteria, and minimum social safeguards. See, the IGCC Climate Solutions Guidance (listed equities and corporate fixedincome)

(November2023).



https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/2023 resource uploads/IIGCC_Investing in Climate Solutions_Listed Equity Fixed Income_Nov2023.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/2023 resource uploads/IIGCC_Investing in Climate Solutions_Listed Equity Fixed Income_Nov2023.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/2023 resource uploads/IIGCC_Investing in Climate Solutions_Listed Equity Fixed Income_Nov2023.pdf

FocusArea2:Investment

Markets for climate solutions investments

Arange of markets across Asia are considered attractive for climate-positive investments.

Accordingtothelnternational Energy Agency’s Sustainable climate goals. Currentlevels of cleanenergyinvestment stood
Development Scenario, anannualinvestment of about atanaverage of $30 billion annually between 2016 and 2020.
$180 billionin cleanenergyisrequiredin Southeast Asiaalone Thebelow chart shows the key marketsinfocus forinvestors
by 2030 to maintainatrajectory compatible with theregion’s whorespondedtothe AIGCC Net-Zero Survey.13

Figure M5. Survey of AIGCC Members: Which markets are you/do you expect to be activein as part of your climate solutions
investment strategy? (n=48)

East Asia (China, Korea, Japan, etc.) _ 40%
urope | 55
Canada, United States _ 35%
Southeast Asia (Indonesia, Malaysia, Singapore, Thailand, etc.) _ 27%
Australia _ 23%
South Asia (India, Sri Lanka, etc.) ||| GGG 23
New Zealand _ 17%
SouthAmerica _ 15%

Central Asia/ Middle East ||l 10%

africa || R 8%

13 Seelmperial College London, ‘Scale up of cleanenergy fundingin Southeast Asianeeded to meet climate goals’, Laura Singleton, March 27,2023 here.


https://www.imperial.ac.uk/news/243991/scale-clean-energy-funding-southeast-asia/

FocusArea2:Investment

Investor net-zero alliances

Investors are joining global net-zeroinitiatives to bring credibility to their targets.

Theseinitiatives areinvestor-led andfacilitate connection with
global peers.

Ofthe 200+ Asialnvestors, 7% of Asset Owners and 39% of
Asset Managers have joined net-zero Initiatives forinvestors,'

includingthe Net Zero Asset Managers or Paris Aligned

Asset Owners (PAAO),'® etc., to accelerate net-zero action,
transparency, and accountability. Slightly more are members
of climate networks, like AIGCC, for peer-to-peerlearning
opportunities and capacity building.

Figure 8. Involvementin Net zeroinitiatives

50%
7%
Asset Owners Asset Managers AIGCC Members
Yes M Yes

200+ Asialnvestorsinvolvedininvestornetzeroinitiatives(e.g.,NetZero Asset Managers, Paris Aligned Asset Owners, United Nations Net Zero Asset OwnerAlliance).

Aligning client mandates with net zero

Akey barrier to climate actionis that asset managers need more client mandates aligned with net zero.

Asauniversalownerand cross-generationalinvestor,
mandates on climate for Asset Owners are critical to
strengthening net-zero alignment and theimpact of
climate outcomes fromManagers.

ResponsesfromAsset Managersand Asset Ownersindicate
that Asset Owners are starting to align mandates with netzero
toachieve theirclimate goals and mitigate portfoliorisks.

Inaseparate AIGCC Net-Zero Survey question (n = 49), 41% of
AssetManagers also stated akey barrierto climate actionwas
they need more clientmandates (IMAs) aligned with net zero.

Meanwhile, 44% of Asset Owners (n=9) said they need better
reporting fromManagers (e.g., on stewardship outcomes,
assetalignment,and GHG emissions).

Figure Mé6. Survey of AIGCC Members: Which of the following climate considerations do the mandates (investment management
agreements - ‘IMAs’) you enterinto typically include? (n = 58)

Incorporation of climate factors into investment decision making _ 40%
Climate reporting requirements ||| EGcNNGTGTNNEEGE 339
Acting in accordance with the funds climate policy or strategy ||| EGKcKcKcKNGGEEEE 332
Acting in accordance with a fund engagement and voting policy ||| GcKNEEEEE 335
Investment in climate/green solutions ||| |G 1%

Requirements relating to net zero by 2050 or sooner ||| G0 172

Biodiversity/nature considerations - 9%

Deforestation considerations - 7%

14 Anadditional 2.1% of investors are part of the Net-Zero Banking Alliance or Net-Zero Insurance Alliance - thisisnotincluded specifically asaninvestornet-
zeroinitiative as theseinitiatives may not necessarily apply to allinvestor AUM/financed-emissions beyond theirbanking/insurance divisions, etc.

15 NoAsiaheadquarteredassetownershaveyetsignedup toParisAligned Asset Owners (PAAQO). Five AsiaHQ Asset Owners are part of the UN Net-Zero Asset
OwnerAlliance. PAAO are aglobal group of 56 asset owners, with over $3.3 trillionin assets. Read the Paris Aligned Asset Owner Commitment Statement. 18



https://www.parisalignedassetowners.org/commitment/
https://www.netzeroassetmanagers.org/
https://www.parisalignedassetowners.org/
https://www.parisalignedassetowners.org/
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwiV0LzEwZOCAxXJRKQEHdXrDHQQFnoECBsQAQ&url=https%3A%2F%2Fwww.netzeroassetmanagers.org%2F&usg=AOvVaw3tQv8C-SwpujvRRxyPMqmv&opi=89978449
https://www.parisalignedassetowners.org/
https://www.unepfi.org/net-zero-alliance/

FocusArea2:Investment

Fossil fuel positions

Leadinginvestors are adopting strategies and policies to phase out fossil fuels.

Varyinglevels of reliance onfossilfuelsacross Asia create
barrierstomeaningful progresstonetzero. Asia’semerging
markets, particularly, face challengesin creatingregional
financingmodels that displace fossil fuels.

Investors are adopting policiesand strategies toreduce
exposure to fossil fuels, lowertransitionand stranded asset
risksandtolessenthe growing systemic physicalrisks.

Leadinginvestors are adopting portfolio-wide fossil fuel
policiesandstrategies. Theseinclude escalation strategies
andtimelines forexcluding coal, oil, and gas companies

from future investment and debt provisionwhere corporates
cannot show transition planalignment with climate scenarios.

Figure 9. Fossil fuel policies and strategies
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200+ Asialnvestorswithapolicy orstrategy onfossilfuels orotherhigh-emitting assets.

Fromthe AIGCC Net-Zero Survey (n=58), we saw that,
regarding organizational positions on fossil fuels, of the
58responsestothisquestion, 50% have a policy onfossil
fuels orotherhigh-emitting assets.

Alsonotedwas:

e 41%have apositionthatappliesto part AUM
o 25%have exclusionsthatapplytoall AUM

o 24%haveacoalexclusionoverall AUM

o 10% considerjusttransitionoverall AUM

o 24%satishednone of theabove.

AIGCC'’s Asian Utilities Engagement Program (AUEP)

The program helpsinvestors and service providers
collaboratively engage with Asia’s systematically important
electric utilitiestoincrease the effectiveness of climate
engagement withacommonagenda.

The common engagement agenda

The program’s objectiveistoincrease the effectiveness
of climate engagement with focus companies through a
common agenda, shared objectives, and collaborative
effort with consistent,long-term objectivestosenda
powerful signal thatinvestors are asking forand expect
companiestorespondto climate change.

BasedonAIGCC'’sInvestor Expectations of Asian Electric Utilities Companies

o Implement astrong governance framework that
clearly articulates the board’s accountability and
oversight of climate changerisks and opportunities.

o« Takeactiontoreduce greenhouse gas
emissionsinaway thatis aligned with the Paris
Agreement. Companies should have clear
decarbonisation strategies with short-, medium-,
andlong-termaction plansincluding atimetable to
phase out coal-based emissionsinlinewith1.5°C
temperature scenarios.

« Provide enhanced corporate disclosureinline with
the finalrecommendations of the Task Force on
Climate-related Financial Disclosures (TCFD).

o Outline physicalrisks to the company andrelevant
adaptation strategies to mitigate theserisks.

« Engagewith public policy makers and other
stakeholdersin support of cost-effective policy
measures to mitigate climate-relatedrisks and
facilitate low carboninvestmentsinline with achieving
netzero emissions by 2050 orsooner.

Alongside this high-levelagenda, participants are

identifyingand communicating withcompanies onmore

detailed company-specific expectations.



FocusArea2:Investment

Deforestation, nature, and biodiversity

Leadinginvestors areincreasingly considering deforestation, nature, and biodiversity.

While progress ondeforestationacross theinvestment
community remainsrelatively nascent, leadinginvestors are
incorporating deforestationinto policies, risk assessments

& disclosures, company engagements, and/orinvestment
decisions.

Figure 10. An approach or position on deforestation
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200+ Asialnvestorswithapolicy orstrategy on deforestation.

Inthe AIGCC Net-Zero Survey, investors were asked If they had
assessedorintegrated aresponse to deforestation (n=56):

o 17% statedtheyhave apolicy ondeforestation.
« Ofthosewhohavedonesome form of deforestation

assessmentorresponse (34%):

o 4% have conductedadetailed deforestation
assessmentacross the portfolio.

o 18% have conductedahigh-levelassessmentacrossthe
portfolio.

o 7%haveintegratedaresponse overpartof the portfolio
to address theserisks/opportunities, while 11% have
integrated aresponse overthe whole portfolio.

o 20%haveaplanorstrategy toaddresstheserisksand
opportunities.

o 4% publicly disclose deforestationrisks and
opportunities.

Investorsalsoreportincreasinglyincorporating deforestation
intocompany engagements. Inanother AIGCC Net-Zero
Survey question, 19% reportengaging meaningfully with
companiestoreduce deforestation.

Underthe Financial Sector Deforestation Action,some AIGCC
members have also formally committed to eliminating forest-
risk, agricultural commodity-driven deforestation activities at
companiesininvestmentportfoliosby2025.

We have also observed emerginginvestorinterestinthe
broadertopic of nature and biodiversity. The survey found
that 43% have done some form of biodiversity assessment,
and 26% have abiodiversity and/ornature policy. This aligns
wellwiththerecentintroduction of the Taskforce onNature-
related Financial Disclosures (TNFD), whichinvestors can
usetoassess, disclose, andunderstand the nature and
biodiversityimpacts, dependencies, risks, and opportunities
onportfolios.
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Focus Area 3.
Corporate
Engagement

Investors recognize the importance of engaging with systemically important emittersin
Asia, aiming torapidly transform business modelsin line with sectoral net-zero pathways.
Collectively and individually, investors are essential in accelerating the transition to net
zero by requiring companies to show theirimmediate progressinline witha1.5°C future.

Leadinginvestors:

e drive corporate alignment to net zero through their voting, resolutions, and
corporate meetings and setting clear, time-bound climate expectations

e joinengagementinitiativesin Asia and conduct bilateral engagement with Asian
portfolio companies with significant emissions or systemically important to the
low-carbon transition

e leverage theirinfluence to drive boards and senior company management to act
toincrease green capital expenditure (CAPEX), net-zero R&D, and greenrevenues
while phasing out unabated carbon-intensive assets

e reportonengagementactions and outcomes.

While some leadinginvestors, primarily within the AIGCC membership, show robust
and comprehensive climate stewardship, of the 200+ Asia Investors, alarge portion
of investors in Asia show insufficient actionin this area.

Investors must work with portfolio companies to ensure they show credible net-zero
transition plans, increase climate capital allocation, and encourage more effective
climate governance and disclosures. This is achieved through amending investors’ proxy
voting policies, supporting climate resolutions, and establishing a clear escalation
strategy for portfolio companies with time-bound expectations. Stewardship codes
across the region support and encourage increased company engagement.
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Focus Area 3: Corporate Engagement

Climate corporate engagement progress

Investors are leveraging theirinfluence to drive boards of portfolio companies to take climate action andinvest
forlong-termvalue.

Throughengagement and stewardship, these investors Regarding otherclimate corporate engagement strategies,
incentivize high-emitting companies to produce credible fromthe AIGCC Net-Zero Survey (n=48):

net-zero transition plansand demonstrate progress.
o 38% ofinvestorshave aproxyvoting policy onclimate.

The AIGCC Net-Zero Survey (n=58)indicates: o 21% ofinvestorshave apublicengagementtarget (9%

have apublicengagement threshold target, while 12% have
o 71% ofresponders engage directlyand meaningfully with

companiesonclimate.

anothertype of engagementtarget). Another14%report

havinganon-publicengagement threshold target.
o 29% ofinvestorsare partof local climate corporate

engagementinitiatives(e.g., engagementinitiatives with
domesticcompaniesinAsia).

o 62%arepartof globalclimate corporate engagement
initiatives (e.g., Climate Action100+).

Figure 11. Corporate engagement progress
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200+ Asialnvestors showingevidence of corporate engagement progress, including climate change considerationsin proxy voting policies (or setting
engagementtargetsorreportingonclimate stewardship actions oroutcomes meaningfully).



Focus Area 3: Corporate Engagement

Climate engagement initiatives

Corporate engagementinitiativesin Asia provide companies with consistent net zero asks frominvestors.

Theinvestorvoiceis strongertogether. Climate corporate 18% of Asset Owners and 44% of Asset Managers have joined

engagementinitiatives facilitate consistent asks and priorities climate corporate engagement and stewardshipinitiatives,
including Climate Action100+'*and AIGCC’s Asian Utilities

Engagement Program (AUEP).”

frominvestors, enhancing corporate accountability and

outcomes.

Figure12. Involvementin corporate engagementinitiatives
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200+ Asialnvestors part of aclimate corporate engagementinitiative, including Climate Action 100+ or Asian Utilities Engagement Program.

Spotlight: Climate Action 100+ Phase 2

Climate Action 100+ is aninvestor-ledinitiative to ensure the world’s largest corporate
greenhouse gas emitters take necessary action on climate change.

The Business Case

The evidenceis clear. Across the planet oureconomies and
communities face systemic risks from climate change.

To mitigate their exposure and secure ongoing sustainable
returns for theirbeneficiaries, investors must ensure the
businessesthey ownhave strategies that accelerate the

Phase 2

Theinitiative evolvedits core goals and the Net-Zero
Company Benchmark, improved and expanded how
investors can participate, and enhanced theinvestor
engagement model.

alignmentwithnetzero.

transitionto net-zero emissions by 2050, or soonerand
alignwiththe goal of the Paris Agreement.

The Paris Agreement goalis tolimit average global
temperaturerise to well below two degrees Celsius above
pre-industriallevels, and pursue efforts even further to limit
thetemperatureincreaseto1l.5degrees Celsius.

The new phase, running until2030, aims to inspire a
globalscale-upinactive ownership, markedly shifting
the focus from corporate climate-related disclosure to
implementing climate transition plans.

16 CA100+has54 Asianheadquarteredinvestors co-leadingand contributingto corporate engagement. There are 37 companies listedin Asiainfocus.
17 In2021,AIGCClaunched the AUEP. Through the initiative, investors engage seven of Asia’s systematicallyimportant energy emitters, encouraging
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Focus Area 3: Corporate Engagement

Corporate engagement strategies

48% of investorsrequest companies to produce net-zero transition plans.

Investors deploy arange of corporate engagement
strategies. They enable corporate net-zero alignment through
theirvoting, resolutions, and corporate meetings, with clear

time-bound climate expectations to align company strategies
withnetzero.

Figure M7. Survey of AIGCC Members: Which of the following shareholder engagement and corporate escalation activities do

youdeploy toincrease the profile of engagement? (n = 48)

Actively participate in collaborative engagement initiatives that
encourage companies to establish 1.5C aligned business strategies

Requesting that companies produce or further develop their
climate transition plan

Establish a clear escalation strategy for companies that have not
responded appropriately to engagement on climate

Explicitly integrate climate change into proxy voting guidelines
Support, file or co-file climate resolutions at companies who
have not responded appropriately to engagement, and vote

against directors on climate grounds

Publish a voting policy that is consistent with a net zero ambition

54%

48%

25%

19%
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Focus Area 4:4 .10
Disclosure

Reporting climate risks and opportunities is critical to the efficient allocation of
capital. Physical climate risks are already anticipated to cost Asian economies trillions
of dollars. Together with transitionrisks, these can significantly impactinvestor
portfolios.'”® Climate scenario analysis, assessments, and comprehensive disclosures
areimportantin appropriately representing and managing the systemic financial risks
of climate change.

Leadinginvestors:

e recognize transparent disclosures play animportant partin appropriately
representing and managing the systemic financial risks associated with climate
change

e usescenario analysis and stress testing to assess the impacts of physical and
transitionrisks on the portfolio to inform current and future investment decisions

e useriskassessment and disclosures toinform strategies and manager selection.

18 Seefootnote 3, referencing Asia Development Bank, Southeast Asiaand the Economics of Global Climate Stabilization, 2015 here.
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Focus Area4: Disclosure

Climate disclosure

Climate disclosures are improving.

While many investors have declared public support for
corporationstoadoptthe TCFD anditsrecommendations,
comprehensive climate disclosures frominvestorsremain
low. Aquarterof Asset Owners and half of Asset Managers
have published detailed climate disclosuresinline with the

recommendations of the TCFD, with a smalladditionalnumber
having published TCFD disclosures with generic/high-level
information. Thereis good progress from AIGCC membersin
this area.

Figure 13. Climate disclosures
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200+ Asialnvestors who have published climate disclosure informationinline with TCFD recommendations (orarelated climate reporting framework).

INAIGCC’s Net-Zero Survey (n=57),18% of investorsreported
obtaining external review/assurance of climate reporting,
while another58% provide climate disclosures annually
without externalreview orassessment.

Measuring GHG emissions

Investors continue to advance climate disclosures, including
adoptingthe 2023 released ISSB Standards, which build on
the TCFD Framework. The ISSB Standards provide a global
baseline forcompaniestodisclose decision-useful, climate-
related financialinformation. The ISSB will supersede the TCFD
around July2024."

Leadinginvestors measure and disclose greenhouse gas (GHG) emissions across assets and disclose this publicly.

Fromthe AIGCC Net-Zero Survey (n=58):

o 97% of investorshave measured and published GHG
emissions foratleastone assetclass.

o 21% ofinvestorshave sought third-party emissions
assurance orverificationforatleastone assetclass.

o ForAssetManagers(n=49),51% have measured carbon

acrossthewhole portfolio, with22% reporting this publicly.

e« ForAssetOwners(n=9),22% have measured carbon
acrossthewhole portfolioand published this. Anextra
29% have measured portfolio emissions across the whole
portfoliobuthave notyet made thispublic.

Mostinvestorshave measured and disclosed emissions
acrosslistedequities. Across otherasset classes, including
infrastructure, real estate, and private equity, generally, about
half of thoseinvestedinthatasset class measure emissions
and make that public, with asmall percentage obtaining third-
party verification of accounts.

Severalinvestorsnoted they trackand disclose scope 3
emissionsanduse thisto guide engagement priorities.

19 Following strongmarketdemandforits establishment, Trustees of the IFRS Foundationannounced the formation of the ISSBonNovember 3,2021at COP26
inGlasgow. The ISSBissueditsinaugural standards—IFRS STand IFRS S2—inJune 2023, usheringinanew era of sustainability-related disclosuresin capital
marketsworldwide. The Standards willhelp toimprove trust and confidenceincompany disclosures about sustainability toinforminvestment decisions. For
the firsttime, the Standards create acommonlanguage fordisclosing the effect of climate-relatedrisks and opportunitiesonacompany’s prospects. IFRS
Slprovidesaset of disclosurerequirements designedto help companies communicate toinvestors on sustainability-relatedrisks and opportunities they
face overthe short,medium, andlongterm.|FRS S2 sets out specific climate-related disclosures andis designed touse withIFRS S1. Both fullyincorporate
the Task Force on Climate-related Financial Disclosures (TCFD)recommendations.
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Focus Area4: Disclosure

Scenario analysis

Climate scenario analysis is used as a tool to predict portfolio outcomes andrisks.

Investors conduct scenario analysis and stress testing to

assesstheimpacts of physicalandtransitionrisks onthe

portfolioandinforminvestment decision-making and
engagement.

Fromthe AIGCC Net-Zero Survey (n=58):

33% of investorshave undertaken scenario analysis
acrosstheirwhole portfolio(e.g.,against1.5°C,2°C
or4°Cscenarios).

Of those, 26%reporthaving done detailed sectorand
assetlevelscenario analysisandhave published the
approachandactions taken.

Sponsor Case Study:

Further,atthe assetclasslevel,70% of those investedin
listed equity and fixedincome have undertakenscenario
analysisinthose asset classes: 48% forreal estate, 39% for
infrastructure, and 29% for private equity.

22% of those investedinlisted equities and 9% of investors
acrosstheirwhole portfolio publish the actions takenin
response tothe detailed sectorand asset-level scenario
analysistheyhave done.

The analysis helps the fund to have deeperunderstanding

ofits portfoliowithregards to climate-relatedrisks and

opportunities.

How World’s Largest Asset Owner Expanded View of Climate Impact

Japan’s Government Pension Investment Fund (GPIF, The
Fund)'—the world’slargest asset ownerwithoverUSD1.6

trillioninassets undermanagement?—has consistently
measuredtheimpact of its ESG- and climate-related
initiatives on companies, markets and the global
environment.

The fund, however, sought for the tools to evaluate the
growing number of emissions reductiontargets setbyits
portfoliocompanies andto expandits climate-related
assessments beyond public companies.

GPIF addressed thoseissues by adopting MSClanalytical
tools and data forclimate-related disclosure inits annual
ESGReport. Since GPIF outsources its equity investments
to externalasset managers,itdoesnot have the
opportunity todirectly engage withinvestee companies.
However, through conducting climate-related analysis and

Challenge

In2022, GPIF determineditneeded the tools to progress
ontwo critical climate-related goals. It wanted a way to:

o Establishwhetherthe emissionsreductiontargetssetby
its portfoliocompanies were ambitious enough to avoid
the worst effects of climate change.

Action

The fund adopted MSCl’s target-level data, Climate Value-
at-Risk (VaR) modeland Implied Temperature Rise metric
withanaimtobetteranalyze theimpact of itsinvestments,
assessing whetherits climate-related activities are

Tolearn more about how MSClI can help drive your

sustainability strategy, please contact MSCI.

publication of ESG Report, the fund believesitis one of the

ways to engage with asset managers as well asinvestee

companies.

Gainaclearerunderstanding of risks related to
sovereignbonds andreal estate assetholdings to
extendits climate-related assessments beyond public
companies.

improving the sustainability of financial markets and risk-

adjustedreturns asintended.

1 TheGovernmentPensionInvestment Fund (GPIF)isaclientof MSClInc.andMSCIESG Research LLC and consented toitsinclusioninthis case study.
GPIF didnotreceive any compensationinconnectionwith this article. Any results achieved by GPIF are specific toitsuse case and are cited for
informational purposes only. Otherinvestors may not experience similaroutcomes.

2 AsofFY20232Q.
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Focus Area4: Disclosure

Case Study Continued
Impact

Institutionalinvestors seeking to decarbonize their
portfoliosuse MSClI’s Climate Target and Commitments
dataset to evaluate companies’ ability to achieve climate
targets. GPIF uses the datato help track portfolio

decarbonizationand analyze investee companies’ current
status of climate targets to share best practices to the
broaderpublic.

MSCI’s Climate VaR modelis designed to provide a
forward-looking andreturn-based valuation assessment
tomeasure climate-relatedrisks and opportunities.

The fund uses the modelto project changesin sovereign
yields based onscenario analysis showing how markets
might factorin climaterisks. Inoneinstance, the model

indicated that adisorderly climate transitionwould resultin
significant negative VaR for major country holdings.®

Climate VaR also helps GPIF analyze its commercial—
including office, industrial, retail—and residential real
estate holdings to detect transition and physical risk

exposure.

WithMSClI’s Implied Temperature Rise metric, investors can

determine whether portfolio companies are aligned with
globalclimate goals—keeping the average temperature
rise this century towellbelow 2°C above preindustrial
levels, as outlined by the Paris Agreement. The metric
isdesignedtohelpinvestors evaluate how companies
manage their “fairshare” of decarbonization efforts to limit
globalwarming, highlightingbestand worst actors.

GPIF Implied Temperature Rise analysis: Temperature alignment status of issuersin FY 2022
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Implied Temperature Rise helps GPIF evaluate the
effectiveness of climate-related targets. The fundlearned
inarecentanalysis, forexample, that the number of its
portfolio companies with a climate targetincreasedby 2.6
percent point fromFY2021to FY2022.4 Italsolearned that
those providing sufficient target-level dataincreased by
0.4 percent point during that same time.

The analysis helps the fund to have deeperunderstanding
of its portfoliowith regards to climate-relatedrisks and
opportunities.

3 AsofendofMarch2023.

4 From“2023 Analysis of Climate Change-Related Risksinthe GPIF’s Portfolios”, page 23.

28


https://www.gpif.go.jp/en/investment/GPIF_ESGReport_FY2022_E_report03.pdf
https://www.msci.com/our-solutions/climate-investing/net-zero-solutions/climate-target-commitments-dataset
https://www.msci.com/our-solutions/climate-investing/net-zero-solutions/climate-target-commitments-dataset
https://www.msci.com/documents/1296102/16985724/MSCI-ClimateVaR-Introduction-Feb2020.pdf
https://www.msci.com/our-solutions/climate-investing/implied-temperature-rise

Focus Area4: Disclosure

Physical climate risks

Investors are making progress in assessing physical climate risks.

« Currentclimate trajectories project severe physical o Fromthe AIGCC Net-Zero Survey (n=36):
impacts across Asiaeconomies.?? o 63% of investorshave completed aclimate physicalrisk

« Leadinginvestorswanttofocus more ondrivingurgent, assessmentacrossatleastone assetclass.
adaptive, andresilience-building actions across Asia. o 25% ofinvestorsreportedhaving conductedaphysical

« Ofthe 200+ Asialnvestors,15% showed they had done a riskassessmentacross their full portfolio,and 60% of
detailed physical climaterisk assessment (over part or all of thoseinvestedinlisted equities have conductedan
the portfolio), witha further16% having made preliminary or assessmentacrosslisted equities, 50%in fixedincome,
high-level physicalrisk disclosures. 52%inreal estate,and26% ininfrastructure.

« Fromthe desktop disclosurereview,itappearsonly asmall o Oftheinvestorswhorespondedyesinthose categories,
portionof investors disclose the actions they have done 50% (7 investors)respondedthey hadimplemented a
orplantodotodrive adaptationandresilience across responsetoincreaseresilience overthe whole portfolio,
portfolios. 39% have done so specifically forlisted equities, 60%

forinfrastructure,and 33% forreal estate.

Figure 14. Physicalrisk assessments

32%
29% .
19% 19%
1% 9%
Asset Owners Asset Managers AIGCC Members
Yes Part M Yes M Part

200+ Asialnvestors who provide material disclosure on physicalrisks and/oractionstoincrease portfolioresilience oradaptation to physical climate impacts.

22 “"Asiastandsoutasmore exposedtophysicalclimaterisk than otherparts of the world without climate adaptation and mitigation. UnderRCP 8.5, by 2050,
between 600 millionand1billionpeopleinAsiawillliveinareaswithanonzero annual probability of lethalheat waves. That compares with a global total of
700 millionto 1.2 billion.Inotherwords, a substantial majority of these people arein Asia. For Asia, the probability of being exposed to alethalheat wave at
leastonce adecade centeredon2050 couldincrease to 80 percent. By 2050, onaverage, between $2.8 trillionand $4.7 trillion of GDP in Asia annually will
be atriskfromaneffectiveloss of outdoorworking hours because ofincreased heatand humidity; as such conditionsrise, the humanbody tires more easily
andneeds to take more frequent breaks. The Asian GDP atrisk accounts for more than two-thirds of the total annual global GDP impact. Finally, about $1.2
trillionin capital stockinAsiais expected tobe damagedbyriverine floodinginagivenyearby 2050, equivalent to about 75 percent of the globalimpact’ -
See, McKinsey, ‘GlobalInstitute ClimateriskandresponseinAsia’,November 24,2020, Reporthere.
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Focus Area4: Disclosure

Physicalrisk responses

Investors are starting torespond to physical risks, withmuch more tobe done.

Investorswork torespondto physicalrisksandunderstand the
value of resilience-building actions forlong-termportfolio
value preservation.

Figure M8. Survey of AIGCC Members: What type of response to physicalriskis beingimplemented toincrease resilience? (n = 48)

Integration of physicalrisk into investment processes

Asset engagement, alignment and shareholder action on physical
risks

Negative screening

Asset allocation and portfolio construction

Policy advocacy

Investment in adaptation solutions (strategic asset allocation)

Positive/ best-in-class screening

Publication of a formal plan/ policy to increase investmentsin
resilience

Adoption of a target to invest in physical risk/ resilience (e.g. %
AUM to beinvestedinresilience/adaptation measures by 2030)

52%
48%
23%
19%
17%
15%
13%
4%
2%
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Focus Area4: Disclosure

Physicalrisk actions across arange of markets in Asia

Implementing physicalrisk responses and adaptation measures across Asian markets remains low.

Investors areincreasingly concerned with addressing physical Investorsimplementresponsesto physicalrisksacrossa
risks across Asia, giventhe enormous exposure of much of range of markets.

theregiontoclimate-related disasters and costly extreme

weatherevents.

Figure M9. Survey of AIGCC Members: Across which geographicalregions have youimplemented aresponse toimprove
resilience to physicalrisks? (n = 31)

Mainland China, Hong Kong SAR, Taiwan, China 23%
Japan 16%
Other ASEAN countries (Brunei, Cambodia, Laos, Malaysia,
Myanmar, the Philippines, Thailand, and Vietnam) 16%
India, SriLanka etc (South Asia) 13%
Indonesia 13%
Central Asia 10%
South Korea 10%
Singapore 10%
South America 6%

Africa 3%

Central America 3%

Europe (Northern Europe, Southern Europe, Eastern Europe,
Western Europe)

3%
North America 3%

Middle East 0%



'

Focus Area 5:
Policy Advocacy

Policy and regulations are often key barriers to investors’ climate progress. Investor
engagement and collaboration with policymakers on net zero needs toincrease as it
remains key to achieving climate goals—forinvestors, corporates, and governments.

Leadinginvestors:

e recognize theirinfluence on policymakers and view climate policy engagement and
advocacy as an extension of investor responsibilities to deliver the best outcomes
for their beneficiaries,

e engagein meaningful and frequent policy engagement and advocacy with
governments to unlock climate opportunities, and

e disclose climate policy actions and set out forward-looking strategies on policy
advocacy in their climate planning.

Investors are increasingly contributing to the collective effort to influence policy that
helpsinvestors across Asia allocate capitalin the transition to net zero. This advocacy is
delivered through meetings and roundtables with government officials and policymakers,
letters, responding to consultations, and media activity, as well as ensuring lobbying and
trade association advocacy is consistent with net-zero goals. Different jurisdictions have
different mechanisms forinvestors to participate in the policy process.?

Policy advocacyin Asia, including by investors and industry bodies like AIGCC,
isincreasingly focused on energy transition and managed phase out, mandatory
climate disclosures, climate financing, deforestation and enhancing assessments and
responses to build resilience to physical climaterisks.

23 Someideasforpolicyadvocacyactionsaresetoutinthe [CAP’s Guidance onUsingthe ICAPs Expectations Ladder.
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Focus Area 5: Policy Advocacy

Global Investor Statement to Governments on the Climate Crisis

Only afew investorsin Asia signed the Global Investor Statement to Governments on the Climate Crisis.

Asthe simplest proxy forwhethertheinvestorisengaged climate change.?*16% of the investors (4% of Asset Owners)
inpolicy advocacy, we considered whetherthe investor hadsignedthe statement,indicatingahesitancy toengage
hadsignedthe Investor Agenda’s ambitious 2022 Global inclimate policy advocacy activities frommany domestic
Investor Statement to Governments on the Climate Crisis, investorsinAsia.

aninvestor-backedstatementand callforurgentactionon

Figure15. Policy advocacy, throughinvestor-backed statements

45%

27%

4%
Asset Owners Asset Managers AIGCC Members

200+ Asialnvestorswho supportedthe 2022 GlobalInvestor Statement to Governments on the Climate Crisis.

Inthe AIGCC Net-Zero Survey (n=47),investors were Thetopresponseswere:

askedwhat they thought should be the key climate-related
. i~ O,

priority of the national government where theirentity is * animprovedapproachto carbonpricing (34%)

headquartered o greaterfundingtosupportnew climate technologies (32%)

o setting1.5°Caligned sectorpathwaysand plans(32%)

« mandatory climate-riskreportingandimplementation of
climate taxonomies (28%)

e animprovedapproachtophysicalrisks.

24 Signedby 602Institutionalinvestors with $42 trillion AUM, the 2022 Global Investor Statement to Governments on the Climate Crisis is the most ambitious
statement to dateinterms of the policyrecommendationsit contains. It calls on governments toraise their climate ambitioninline with the goal of limiting
globaltemperatureriseto1.5°C.
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Focus Area 5: Policy Advocacy

Policy advocacy and engagement activity

Within AIGCC, investor climate policy advocacy ison therise.

Awiderange of investors are conducting more climate Program activitiesin 2023, we saw leading investors

policy advocacy actions. Still, more intense and frequent undertakeregionalengagementandin-depth dialogue with
engagementwilllead to better climate outcomesand an policy and government decision-makers to unlock climate
orderly transitionto netzeroininvestors’ best financial opportunities.?®

interests. INAIGCC’s policy and Asian Utilities Engagement

Figure M10. Survey of AIGCC Members: Please indicate the following types of policy advocacy you have undertaken over the
past12 monthsregarding climate change (n = 56)%

Supporting advocacy through investor organisations _ 64%
(e.g.AIGCC, IGCC) °
Public seminars and events on climate change _ 48%
Submissions to climate-related policy consultations _ 46%
Discussions with relevant policymakers/regulators via 5
. akers/requiators vis |l 6%
private roundtables or public panel discussions
Investor-backed statements & letters _ 41%

Publicly calling on governments or other policymakers and regula- o
tors to work towards achievement of the Paris Agreement’s goals _ 1855

Publicly calling on governments and other policymakers and
regulators toimplement policy measures relating to fossil fuels, such - 9%
as phasing out coal, carbon pricing, phasing out fossil fuel subsidies

25 The AUEP program facilitated three successfulroundtablesinJapan, Malaysia, and Indonesia overthelast fewmonths. AIGCC supported the Oxford Asian
Leaders Sustainable Finance program, bringing togetherover40regulatorsand central banks from 13 markets.
26 AIGCC contributesto the collective efforttoinfluence policy tohelpinvestorsacrossAsiaallocate capitalinatransitiontonetzero.

FocalPolicy areasinclude:

« Energytransition: supporting government policy thatunlocks arapid cleanenergy transition.

« Disclosures:working alongsideregulators and governments toreform climate disclosure rules.

« Climate financing: Including taxonomies and otherlegislationto supportthe flow of sustainable finance.

« Physicalrisk:understanding the implications of physicalimpacts of climate change to help build resilience to protect economies.
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Focus Area 5: Policy Advocacy

Barriers to climate action

Investors within AIGCC’s membership have expresseda Theleading “lack of data” barrieridentified below suggests
need forbetterclimate dataand climate taxonomies from investors want governments across Asia to provide consistent,
governments. This willallow better quality climate-aligned accurate, reliable, and timely climate data. Forexample,
reportingand more allocation frominvestorsin climate national physical climate-riskrecords would support

positive investments. investmentneedsinadaptationandresilience and prevent

physical climaterisks frombeingunderpriced by investors.

Figure M11. Survey of AIGCC Members: Inyour view, what are the main barriers to increasing your exposure to climate solution
investments or climate-alignedinvestments (n = 56)

Lack of dota | 57
Lack of clear definitions/frameworks _ 38%
Lack of tools to measure and report on net zero or greenimpact _ 38%
As an asset manager, we need more cliept mandgtes (IMAs) _ 389%
aligned with net zero
Lack of opportunities with appropriate risk return objectives _ 34%
Policy orregulatory uncertainty _ 32%
Lack of client demand ||| G 25
Lack of internal resources or staff _ 23%
Lack of governmentincentives _ 18%

35



Conclusion

Investors across Asia are making climate progress. However, save for some leaders who
are well out-performing the market, mostinvestors are not acting at the speedrequired
to limit the most serious effects of global warming. This places the long-term financial
interests of their beneficiaries at severe risk.

The investmentindustry is at a critical juncture. Investor’s net zero actions in the next
few years will have significant implications on future returns and the stability of Asian
financial systems.

Asianinvestors have recognized the need to take holistic climate action to reduce the
raft of climate-related physicalrisks, transitionrisks, legal risks, and stranded
assetrisks.

By embracing actions towards net zero, investors have the opportunity to support
sustainable development, and lockin the benefits of future economic models: Clean
abundant energy, better transport systems, advanced manufacturing andindustry - a
climate resilient net zero economy.
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Appendix: Data
Collection Methodology

Theresults contained in thisreport are derived from two sources:

e Surveyresponsesfrom 58 AIGCC Members, and
e Adesktopreview of 200+ investors active in Asia.

Thereport makes clear when the analysis draws on one, other, orboth of these

sources. .
AIGCC Net Zero Survey Desktop review of 200+ Asia Investors
The 2023 AIGCC Net Zero Survey (‘AIGCC Net Zero Survey’), is AIGCCreviewed publicly available information from:

sentto AIGCC membersandnon-members askinganumber

of detailed questionsregarding their climate integrationand * 100AssetOwners(allheadquarteredinAsia), and

progress. o« 116 AssetManagers.

These are collectively referredtoas('200+ Asia Investors’).
The survey had 58 institutionalinvestorresponders - 49 asset
managers (bothdomestic and global)and 9 asset owners.
Medium AUMwas $106 billion, with 48% of investors being

under $100 billionand 52% being over $100 billion.

Within this group were 58 AIGCC investormembers.

Theseinvestorsrepresentarange of markets, assetsunder
management (AUM) sizes, and ownership structures, with the
majority being of significant assetsundermanagementor

The survey drawsonstructuresinthe bestpractice Net Zero
influence within theirregion or globally.

Investment Framework, and Investor Climate Action Plans.

Theseinvestors' publicly available documents and climate
disclosures werereviewed by AIGCC against key elements
fromthe Investor Climate ActionPlan framework.
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Appendix: Data Collection Methodology

200+ Asialnvestors by markets
Thisincludes183investors headquarteredinAsia.

AsiaHQ Investors

. Bruneil% - (2)

. Hong Kong SAR-8% (17)
e India-7%(16)

e« Indonesia-2%(5)

o Japan-15%(32)

« China-15%(32)

«  Malaysia-3%(7)

. Pakistan->1%(1)

Other (non-AsiaHQ Investors)
o Australia- <1%(0.5)

o Europe-5%(10)

The criteriaforinclusioninthelistof 200+ Asia Investors were:

e AUMsize: The median AUM was approximately USD $75.6
billion, and total assets of approximately USD $76 trillionin
AUM, representing a majority of total global assetsunder
management'. The dataoninvestors’ AUMwas sourced
fromarange of publications?.

« TypeofAsset Ownersand Asset Managers: The sample
contains mostly larger Asset Owners (sovereignwealth

Desktop Assessment Methodology

The 200+ Asialnvestors’ disclosures and publications were
reviewed against the Investor Climate Actions Plan (ICAPs)
Ladder ‘focusareas’ of (1) Governance (2) ‘Investment’ (3)
‘Corporate Engagement’(4) ‘Investor Disclosure’(5) ‘Policy
Advocacy’.

Foreachof thesefocus areas, aset of sub-criteriawere
chosenasanindicatorof actioninthatfocus area, allowing
AIGCCtoformahigh-levelview of progress across eachfocus
area.(See AppendixBox1)

. Philippines - 1% (3)

e« Singapore-9%(19)

D SriLanka->1%(2)

e SouthKorea-10%(21)
e Taiwan-5%(10)

e Thailand-3%(7)

o Vietnam-3%(7)

. North America-7%(16)
o« UnitedKingdom - 4% (8)

funds, pensionfundsandinsurance companies etc)?, and
larger Asset Managers (multi-asset managers and leading
managers across equity, fixedincome, private equity and
infrastructure).

o Geographicdiversity: The Asset Ownersand Asset
Managersinclude amixof regions covering 15 Asia
markets*,

Thereview provides ahigh-level view of climate progress
acrossandwithinareas, categorised as:

. ‘Yes’: the criteriawas disclosed/achieved

o« ‘Part’thecriteriawasevidentonlyatahighlevel, for
example without detailed disclosure, considerationor
application.

« ‘No:therewasnoevidence thattheinvestorhadsatisfied
the criteriabased onthe public disclosuresreviewed.

This desktopreviewincludesdata from publicly available
reportingin English, orwebsiteinformation able tobe
translatedinto English, asat 30 September2023.

1 Thisrepresents majority of professionally managed assetsinthe world (giventotal of approx. $112 trillion global AUM) as many of the largest global asset

managersarealsoincludedinthe study.

2 Thisincludes, butisnotlimitedto, climate disclosures(TCFDreports, Sustainability/ ESG Reports, Annual Reports), climate actionor transitionplans,
website pages, climate statements, responsible investment/climate policies/investment policies, proxy voting guidelines, stewardship reports,
governance policiesetc. Allannualreportingreviewed covered data available as at 30 September2023,inEnglish. Thisinformation was supplemented with
self-reportedinformationfrominvestorswhorespondedto AIGCC’s 2023 AnnualNet Zero Survey

3 ‘“Asiaandthe Pacificishometoasignificantnumberof assetowners, withavery highvolume of assetsundermanagement. Recentresearch shows that
the world’s top 100 asset owners’assets undermanagement (AUM) totalled $25.7 trillion at the end of 2021, growing 9.4 per cent from the previous year.
Ofthese, Asiaandthe Pacificaccountsfor36.1percentof total AUM. Such asset owners needto convert theirnetzerocommitmentsinto fasteraction,
including transition plans with targets for2030 and 2040"." Extract from WTW.co.com.

4 Investorswereidentifiedvialistsincluding Willis Towers Watson’s Thinking Ahead Institute The Asset Owner100 - 2022; The world's largest asset managers
-2022;Caproasia2022Top 100 Asset Owners Ranking; SWFITop 100 LargestInsurance Rankings by Total Assets; S&P Global Market Intelligence;local

market figurestakenfromregionalwebsites; https://www.statista.com; https://www.asiaasset.com; otherwebsites to ensure abalance of geographic

diversity, withafocusonincludinglargerAUMinvestors across each market where possible.
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Appendix: Data Collection Methodology

Indicators

Theindicators below were selected as asimple, and best available, proxy forassessinginvestor climate progress forthe 200+
Asialnvestors. However, we recognise that mandatory climate disclosure regimes based on the international ISSB standard
would help AIGCC and other stakeholders develop amorereliable system-wide understanding of investors progress and
where therisks and opportunitieslie. Forinvestors managing theirownrisks and opportunities, AIGCC recommends using
the more comprehensive ICAPs Ladderand NZIF, rather than this simplified set of criteria.

Focus Area Proxy Used

Governance « Theinvestorrecognises climate changerisks/opportunities®
« Theinvestorhasestablished apolicy onintegrating climate into investments®
« Theinvestorhaspublishedaninvestorclimate actionplan’

Investments « Theinvestorhasmadeacommitmentto achieving netzero portfolio emissions (ideally by 2050 or
sooner)®

« Theinvestorhassetaninterim/shorttermtargettoreduce portfolio emissions?’

« Theinvestorispartof aninvestornetzeroinitiative®

« Theinvestorhascommittedtoincreasinginvestmentsinclimate solutions"

« Theinvestorhassetanassetalignment target®

« Theinvestorhasestablishedapolicy orstrategy onfossil fuels orother high emitting assets™

« Theinvestorhasestablishedapolicy, position, or strategy on deforestation

5 Theinvestorpubliclyrecognises climate change as afactorwhich does, orwill,impact theirportfolio (orhave made statementsindicating they are,
orintendto, take climate action). A‘Part’ achievedrating for this categoryindicates that the investorhad only avery high-level orvague statement
aboutclimate change (or, forexample, only climate ambitions withrespect to banking divisionnot asset management division) ,and so those
investors are donot appear to have taken any material climate change action overtheirinvestment portfolios.

6 Establishaformalpolicy onintegrating climate change, orintegrate climate changeinto existing policies (forexample, thismay be astandalone
policywhichincorporates climate changeinto investment analysis, decision-making, investment manager selectionand appointment etc).
Alternatively, climate change may bereferencedinResponsible Investment Policies or ESG Investing Policies. A‘Part’achievedratingindicates that
theinvestorhadonly mentioned climate changeintheirpolicy atavery highlevel without any detailand/ornorecognition of actingin alignment with
Paris Agreement.

7 Thisincludesaninvestor Climate Action Plan (ICAP), transition plan, or similardocument, setting out the forward-looking actions and strategies the
investorwilltake to gettonetzero. Thismay be published as a standalone document, onthe investors website, orwith detail on strategies and targets
inTCFD aligneddisclosures. Investorsreceiveda ‘Part’ achievedrating for this category where the investoronly demonstrates high levelorvague
climate plans, without comprehensive orconcrete steps oractions.

8 Bestpracticeistoalignportfolioemissionsreductiontargetwith1.5°C and globalnetzeroemissionsby 2050 orsooner. Target settingis essential
tojump-startactionandinformstrategic planning. Targets are also atoolto maintain accountability and to enable investors to measure theirown
progress.Aninvestorreceiveda ‘Part’ achievedrating for this category where theinvestorhas only setanetzero goal forasmallpart of the portfolio
andhasnotmade abroadernetzerocommitment.

9 Shorttermtargets, forexample, for2030. Best practiceis to setintermediate targets every 5 years usingrecognised methodologies and
frameworks forsetting, assessing, reporting and verifying performance. Short term targets are beneficial to align existing strategic planningand
incentiviseinvestment managers, asset owners and other stakeholders to track progress towardslong-termtargets and to ensure that actionis built
into existing corporate governance systems. A ‘Part’ achievedratingin this categoryisreceived where the investorhas only set atarget oversome
assetclasses/mandates butnot overthe whole portfolio, orwhere theinvestor stated that the target wasinternal only (i.e. no public target).

10 Thisincludesthe NetZero AssetManagers, Paris Aligned Asset Ownersand UN Asset Owner Alliance. Aninvestorwhois part of the Net Zero Banking
Alliance orNetZeroInsurance Alliance butnot anet zeroinvestoralliance specificallyreceived a ‘Part’rating, as the asset managementdivisionis
generallynotincludedwithinscope of these commitments.

11 Committoincreasinginvestmentsinappropriate cleanenergy andlow-carbonopportunities. Investors shouldaimto setal0-year goal for
allocationto climate solutionsrepresenting apercentage of revenues orcapexfrom AUM (forexample, based on taxonomy mitigation criteria),
increasingovertime,inline withinvestment trajectoriesbased onanet zero pathway. Investors whoreceived a‘Part’ achievedrating for this category
may have setavague qualitative aspirationtoincrease investmentsin climate solutions, ormay have reported a green financing target for the banking
orinsurance divisiononly. Investorswould alsoreceive a ‘Yes'rating for this category if they set out the currentamount they have investedin climate
solutions with a qualitative ambition or strategy to increase this.

12 Thisisseenasthemaindriverforachievingportfolioemissionsreductions. This targetisforincreasing the alignment of assets withinthe portfolio
withnetzero pathways. Investors setasset alignment(portfolio coverage) targetsusing the NZIF, orusing SBT-Fiportfolio coverage approach, etc.
Investorsreceiveda ‘Part’ achievedrating for this category where the investornoted that they had setanassetalignment target oruse SBT-Flbut
there wasno publicly available evidence of this, orif the investornoted that they only track their portfolio coverage target/ current level of alignment
internally (i.e.no public disclosure of target or currentlevel of alignment).

13 Thisincludesintegrating some form of formalfossil fuel policy, commitment, screen or strategyrelating to the investor’s portfolio. It could include
details of escalation strategies, exclusions, plans forengagement onmanaged phase down or outs, screens, transition finance orcommitments
to exitortransitionfossilfuelinvestments etc. Best practiceis to establishaformalinvestment policy or transition strategy on fossil fuels and other
highimpactactivities thataligns withanet zero target, including an explicit commitment to phase out exposure to fossil fuels orphase up exposure
torenewable andcleanenergies (e.g., through escalation strategies ortransition finance) inline with science-based net zero pathways and aligning
withjust transition principles. Investorsreceived a ‘Part’ achievedrating for this category if they only had an exclusion/screen overa small part of the
portfolio, if the policy only seemedto apply tobanking orinsurance divisions, orif there was some evidence of a fossil fuel policy but withinsufficient
information or detail.

14 Thisincludes adeforestationpolicy, commitment, orintegration of deforestation into existing policies, including a deforestationin proxy voting
policies, orstatements by investors formally requiring a focus on ongoing stewardship withregards to deforestation. Forexample, it couldinclude a
commitment foraportfolio free from forest-risk agricultural commodity- driven deforestation activities. Infutureiterations of thisreport we will look
to considerbiodiversity policiesor TNFDreportingintandemwith assessing deforestation approaches giventhe overlap. Investorsreceived a ‘Part’
achievedrating for this categoryif theymade areference to having a deforestation position but without providing any sufficient detail.
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Appendix: Data Collection Methodology

FocusArea Proxy Used

Corporate « Theinvestordemonstrates evidence of corporate engagement progress, including through

Engagement having climate change considerationsin proxy voting policies (or alternatively, setting
engagement targets orreporting on climate stewardship actions or outcomes meaningfully etc).'®

« Theinvestoris partof aclimate corporate engagementinitiative, including Climate Action 100+ or
Asian Utilities Engagement Program'®

Investor « Investorhaspublishedclimate disclosureinformationinline with the recommendations of the

Disclosure TCFD (orarelated climate reporting frameworkincluding ISSB)”

« Theinvestorevidences material disclosure on physicalrisks and/oractions being takento
increase portfolioresilience/adaptationto physical climate impacts'®

Policy Advocacy

Theinvestorsignedthe 2022 Global Investment Statement to Governments onthe
Climate Crisis (GIS)"

15 Investorsreceiveda ‘Part’achievedrating for this category where they did not appear toreference climate changein their proxy voting policies
ordidnothave anengagementtarget, but werereporting with some detail on climate engagement outcomes and activities. Formore climate
stewardship guidance, investors canreferto IGCC’s Net Zero Stewardship Toolkit.

16 https://www.climateactionl00.org; https://aigcc.net/asian-utilities-engagement-program/

17 Investorsreceiveda‘Part’ achievedrating forthis category where theinvestoronly has very highlevel(e.g. generic) TCFD disclosures, oronly reports
atthe grouplevel(e.g.abank)andhasno specificdisclosuresrelated to the funds management orasset ownerdivision.

18 Lookingatif theinvestorpublishesresults of scenario analysis and stress testing to assess theimpacts of physical risks on the portfolio, and/or
whetherthey use this analysis toinform currentand future investment decisions, stewardship orpolicy advocacy etc. Investorsreceived a ‘Part’
achievedrating for this categoryif they had either (1) only very high level/ generalinfo on physicalrisks (2) only reported physical risks at ahigh level for
oneassetclass; onlyreported physicalrisk forthe banking division level etc with noinformation specific to the investment portfolio.

19 Investorsare encouragedtosupportcollaborative investor statements calling on governments toimplement specific policy measures aiming at
achievingnetzero emissions tolimit globalwarming to1.5° This may include scaling up renewables investments, phasing out coal, phasing out fossil
fuelsubsidies, introducing carbon pricing etc. For this desktop review, we used the 2022 GIS as the simplest proxy forinvestorinvolvementinpolicy
advocacy, butaninvestors’ policy advocacy workstream should extend wellbeyond signing this statement. Infutureiterations of thisreport, we will
look to consider other proxies to assessinvestor policy advocacy activities.
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AIGCCistheleading network of institutionalinvestors in Asia, mitigating
climaterisks and seizing net-zero opportunities. Ourmembersinclude
some of Asia’slargest pension funds, fund managers and other financial
services providers.
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MSCI

MSClis aleading provider of critical decision support tools and services
forthe globalinvestment community. With over 50 years of expertise
inresearch, data, and technology, we seek to deliverintegrated data,
analyticaltools, indexes and insights that untangle the complexity of the
net-zero transition.

Ourclimate solutions harness the depth of ourdataandthe collective
insight of ouranalysts from across the globe to help institutionalinvestors
understand how to produce return, quantify risk and adapt their strategies

Copyright and Disclaimer

Thisreport, and any collateral orrelated documents created by AIGCC, has
been prepared exclusively by AIGCC andis conductedinaccordance with
allrelevantlaws, including data protection, competitionlaws and acting
inconcertrules. These materials serve as guidance only and mustnot be
used forcompeting companies toreach anticompetitive agreements.
Itisimportant to note that no sponsors (including the report sponsor),
supporting organizations, AIGCC members, or otherindividuals have
provided any data, results oranalysisincludedinthisreport. They have not
assessedits accuracy, errors, orinaccuracies nor provided any assurance or
guaranteeregardingits correctness oraccuracy.

Thisreporthaslimitations - itisintended to provide a high-level snapshot of
investors’ climate progress based on simplified proxy metrics in Appendix
Aandsupplemented with extra data provided by AIGCC membersin
a2023-membersurvey. Toreview the climate progress of 200+ Asia
Investors, AIGCCrelied onthe data available oninvestor websites,
published online, orreadily translatable in English.

Someinformation ordata may have been missed, under-or-over-stated,
orincorrectly interpreted during the review. AIGCC doesits best to ensure
therobustness of its analysis and the results contained within this report
andbelieves theinformationto be accurate as of 30 September2023 based
onits subjective assessmentand on the methodological approach as set
outinthe summaryin Appendix Aandbased onresponsesreceived to the
membersurvey.

Theinformation providedinthisreportis based onthe bestknowledge
andresources available to AIGCC during preparation. However, such data
canbe subject tovarious factors and subjective uncertainties. Therefore,
itisadvisable thatreaders exercise theirjudgment and seek professional
advice where necessaryregarding areas containedin thereport.

We activate investors, encourage high-emission businessesto transition
tonetzero and advocate for policy thatunlocks capital forclimate
solutions. AIGCC connects members to resources, networks, and forums
to accelerate theirclimate practice. We also advocate on theirbehalf to
business and political decision-makers.

accordingly. In Asia, we have dedicated teams supportinginvestorneedsin
integrating climate considerationsinto theirinvestment process.

From analyzing and attributing portfolio’s emissions, to capturing
opportunities, sharpening one’s views of climate-relatedrisk, settingand
monitoring progress toward targets, and benchmarking performance -
investors canfind theright tool at every stage.

AIGCC (and IGCC by extension), its directors, employees, contractors,

and any otherorganizationin connection with thisreport do not make any
representation orwarranty regarding the information’s accuracy, reliability,
timeliness orcompleteness. To the extent permitted by law, AIGCC, IGCC,
itsdirectors, employees, and contractors, and any other organizationin
connectionwith thisreportdisclaim allliability for any error, omission, or
any loss ordamage (whetherdirect, indirect, consequential, or otherwise)
arisingout of orinconnection with the use of thisinformation.

Allwritten materials, communications, surveys, andinitiatives undertaken
by AIGCC are designed solely to supportinvestorsinunderstanding

risks and opportunities associated with climate change and taking

actionto address them. While AIGCC encouragesinvestors to adopt
recommendations to assist themin meeting their voluntary net-zero
commitments, itis afoundational principle of how AIGCC andits members
work togetherthat the choice to adopt guidance, best practice tools or
tactics prepared by AIGCC is always at the ultimate discretion of individual
investors based ontheirmandates and starting points from which they make
theirowninternal decisions.

Theinformation containedinthisreportis general. It does not comprise,
constitute, or provide personal, specific, orindividualrecommendations or
advice of any kind. It does not comprise, constitute or provide, nor should
itbereliedupon as, legal,investment or financial advice, aninvitation, a
solicitation, aninducement orarecommendation to buy orsell any security
orotherfinancial, credit, orlending product, to engagein any investment
strategy oractivity, noran offer of any financial service. Thereportis made
available with the understanding and expectation that each user will, with
due care anddiligence, conduct theirowninvestigations and evaluations
and seek theirown professional advice.

©2024 AsiaInvestor Group on Climate Change


www.aigcc.net
mailto:info%40aigcc.net?subject=
https://www.linkedin.com/company/asia-investor-group-on-climate-change/

	CEO’s Foreword
	1. �Executive Summary
	2. �Focus Area 1: Governance
	3. �Focus Area 2: Investment
	4. �Focus Area 3: Corporate Engagement
	5. �Focus Area 4: Disclosure
	6. �Focus Area 5: Policy Advocacy

