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LGIM’s policy on climate change

Summary

As a global investor, Legal & General Investment Management
(LGIM) is committed to addressing the issue of climate change.
We believe that recognising the potential risks from climate
change and providing solutions for a low-carbon transition is
firmly part of our fiduciary duty of managing assets in the best
interest of our clients.

The climate is changing globally. There is overwhelming scientific consensus that greenhouse gases emitted as a
result of human activities are causing global warming. The global temperature increase we will experience in the
coming decades will have a profound impact on people’s lives and, therefore, on our economies.

To minimise the most damaging consequences, governments around the world are pursuing efforts to limit the
global temperature increase to no more than 1.5°C above pre-industrial levels as part of the Paris Agreement on
climate change. Achieving net-zero global greenhouse gas emissions by 2050 or sooner is increasingly
recognised as offering a higher chance of reaching the Paris goals. Meeting this ambitious target is dependent on
increased policy support and changes in consumer behaviour, as well as significant upscaling of investment in
climate solutions, which we believe presents substantial investment opportunities.

Carbon dioxide levels are unseen ...and are rapidly heating up the planet
in the history of the human species...
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To accelerate the transition towards net zero, our approach involves:

Working with policymakers — to support policy efforts to meet emission reduction targets, to encourage
capital deployment at scale, to finance the transition towards a low-carbon economy, and to accelerate
investments in climate change adaptation

Developing our capacity to assess climate-related risks and opportunities — to integrate climate risks and
low-carbon opportunities in the investment management of relevant portfolios by establishing key indicators
and acting on financially material data and information

Engaging with the companies in which we invest — to ensure investee companies’ strategies are aligned
with the net zero trajectory, to seek assurance that boards consist of individuals who can drive businesses to
succeed through the energy transition, and to ensure companies are disclosing appropriate levels of risks and
opportunities presented by the implications of climate change

Reporting to clients —to communicate actions taken on their behalf and assist clients in considering the
implications for their own portfolios

Providing investment solutions that are in line with low-carbon opportunities — to reach net-zero
emissions across all assets under management by 2050 or sooner, working with clients to provide products
that are aligned with their investment beliefs and that capture the multitude of investment opportunities that are
arising in order to build a low-carbon economy

LGIM’s approach

Policy engagements

We recognise that a rise in global temperatures above the 1.5°C threshold could have an adverse effect on many
of the long-term assets in which our clients are invested.

For this reason, we strongly support the aim of the Paris Agreement and have emphasised the need for continued
national and international policy ambition on the matter. We have done this by engaging collaboratively with other
investors and civil society, as well as directly with policymakers in the UK and EU, including through our
membership of IGCC (Institutional Investor Group on Climate Change), the UN Principles for Responsible
Investment (PRI), the Aldersgate Group, Climate Action 100+ and other forums. We work together for the
following purposes:

Providing stable, reliable, and economically meaningful carbon pricing that helps redirect investment
commensurate with the scale of the climate change challenge

Strengthening regulatory support for energy efficiency and renewable energy where this is needed to facilitate
deployment

Supporting innovation in, and the deployment of, low-carbon technologies including financing clean energy
research and development

Developing plans to phase out subsidies for fossil fuels

Ensuring that national adaptation strategies are structured to deliver investment

Understanding the effect of unintended constraints from financial regulations on investments in low-carbon
technologies and climate resilience

Ensuring a fair low-carbon transition, so that the benefits of access to cleaner energy sources are shared, and
affected workers and communities are supported
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Developing our capacity to assess climate-related risks and opportunities

We see it as our responsibility to provide the right framework to address climate risks and opportunities in every
part of our business.

At the highest level, overall responsibility for climate change risks, insofar as they are material to investments, lies
with LGIM’s CEO, who has oversight of relevant risks as reported through a series of risk and investment
committees, such as:

*  LGIM’s Investment Stewardship Committee — with overall responsibility for the evolution and
implementation of investment stewardship and responsible investment policies, including those related to
climate change. Our CEO, CIO, Director of Investment Stewardship and independent non-executive directors,
are members

* Global Research and Engagement Groups (GREGS) — set up to unify our engagement efforts and help
determine exposures to ESG risks and opportunities including climate change. The groups consist of over 70
analysts focused on tackling emerging ESG issues across a range of sectors agnostic to the capital structure.
These include supply chains, biodiversity, and climate change

* Responsible Investment Group — a senior executive decision-making body which oversees the integration of
ESG across all aspects of LGIM’s business

* Index Solutions Committee —which oversees the integration of ESG criteria into index portfolios

We have developed proprietary ESG tools, used across different asset classes and investment strategies, which
incorporate climate change metrics such as carbon emissions, fossil fuel exposure or ‘green’ revenues. These
tools are used to support fund managers, develop new investment solutions, assist the investment stewardship
team in its engagements with companies, and help clients understand more about the climate risks and
opportunities in their portfolios.

The varying timeframes within which the effects of climate change materialise can mean that the risk implications
are often sector and region-specific, and ultimately dependent on the type of the portfolio we manage:

+ Actively managed funds, which incorporate climate considerations through the stock selection process as
equity and credit analysts can use bottom-up research to unearth climate risks or unexploited opportunities
from the energy transition process

* Index funds, where the main avenue to address the market-wide implications for climate change is through our
engagement with companies and policymakers. In select index funds, this is supplemented by the direct
incorporation of climate and ESG data into the index construction methodology

LGIM has developed a bespoke climate solutions framework, LGIM Destination@Risk, which allows us to quantify
the implications of different climate change scenarios across the global economy, key sectors, and individual
securities, including a forward-looking assessment of ‘temperature alignment’. The outputs of the framework are
used to inform our climate-related engagements, to support our investment process, and to develop climate
reporting for clients.

While the ultimate decision to choose a specific mandate lies with the client, we aim to create the right framework
to demonstrate to those clients who invest with us how they can begin to address some of the investment risks
and opportunities associated with climate change. Partnership with clients, alongside engagements with
companies and policymakers, represents a key enabler of LGIM’s commitment to reach net-zero greenhouse
gas emissions across all assets under management by 2050 or earlier?.

1 For more details on our net zero commitments, please see: https://www.netzeroassetmanagers.org.
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Company engagements

Our engagements with company boards and executive directors are key to advancing this dialogue, so that
companies build strategies that will enable them to adapt to and thrive within the changing political, technological
and environmental backdrop.

As part of our responsibility to be active owners, in 2016 we introduced the Climate Impact Pledge. The pledge
represents our commitment to address climate change by engaging with some of the largest companies in the
world which are crucial to meeting the target of the Paris Agreement.

The companies covered by the pledge are associated with more than half of all greenhouse gas emissions from
listed companies. They have been scored publicly for the robustness of their strategies, governance, and
transparency. Companies that fail to meet our minimum standards will be removed from select funds, including
our Future World funds, subject to tracking error constraints. In all other funds where we cannot divest, we will
vote against the companies and/or their directors, to ensure we are using one voice across our holdings.

Our engagements have clearly defined expectations rooted in the goals of the Paris Agreement. More information
on our minimum standards and engagement ‘red lines’ are publicly available at:
https://www.lgim.com/uk/en/responsible-investing/climate-impact-pledge.

Reporting

We are committed to communicating our efforts to our clients. Climate change forms part of the regular ESG
reporting channels, including quarterly and annual reports. In keeping with UK government recommendations, we
will also be providing fund-level climate reporting for clients covering emissions and non-emissions-based climate
metrics?. LGIM will also periodically report on its efforts to increase the share of assets managed in line with net
zero.

We are firm believers in improving market information on climate change. LGIM was the largest asset manager in
the world to support the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD)
when they were first released. LGIM and our parent company, Legal & General, have been reporting in line with
TCFD recommendations®, and we are asking investee companies to do so as well, as our public climate ratings of
companies are aligned with TCFD disclosure categories.

Following the adoption of the Paris Agreement, LGIM has been a consistent supporter of shareholder resolutions
calling on companies to improve their climate transparency, greenhouse gas management and climate-related
lobbying. To help bring more standardisation in this area, LGIM has also been publicly supportive of efforts to
introduce a ‘say-on-climate’ vote, whereby companies submit their climate transition plans for periodic
shareholder approval.

Additionally, we host seminars, attend conferences, and publish thought pieces, guides for asset owners and
companies, podcasts and blogs on a range of sustainability themes. Climate change issues are a regular part of
our trustee education sessions and flagship client events, and we host regular sessions to assist asset owners in
developing investment beliefs on ESG topics. Coupled with the development of climate analytics and the roll-out
of carbon data across fund factsheets, we see this as the starting point for an elevated conversation with clients
about the investment options available to accelerate the energy transition.

2 For more details, see our article: https://www.lgim.com/landg-assets/Igim/_document-library/insights/long-term-thinking/tcfd-5-step-
checklist.pdf.

3 LGIM’s Active Ownership report provides a high-level overview of LGIM’s alignment with TCFD disclosures. More detailed information can be
found in LGIM’s UN PRI Public Transparency Report, as well as L&G Group’s annual TCFD report.
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Creating low-carbon investment solutions

Our ambition is to accelerate demand for sustainable products, and we have been developing mainstream
investment solutions that address climate risks and take advantage of low-carbon opportunities.

Funds in the Future World range incorporate climate considerations throughout the investment process,
combining long-term thematic considerations such as the impact of climate change on energy markets, with
analysis into how ESG considerations can alter the risk and return profile of individual companies.

We have also developed the Future World Protection List, which captures companies that fail to meet minimum
standards of globally accepted business practices. This includes thermal coal miners# and perennial violators of
the United Nations Global Compact (an initiative to encourage businesses worldwide to adopt sustainable and
socially responsible policies). Securities issued by companies on the list will not be held (or exposure will be
significantly reduced) across select LGIM funds, including Future World funds and LGIM’s core exchange-traded
funds (ETF) range.

LGIM has also introduced a coal policy, applied to all active funds and select index funds®.

LGIM is directly supporting the growth of clean energy, with our infrastructure division being a major investor in
renewables, including offshore wind, ‘smart’ grids and charging stations for electric vehicles.

Beyond carbon

While efforts to reduce greenhouse gases represent a major area of focus for LGIM, we recognise the cross-
cutting dimensions of climate change as it relates to broader environmental and social challenges.

We believe that action on climate change must be pursued simultaneously alongside efforts to address
biodiversity loss and environmental degradation. We are calling on companies to assess their impact and
dependencies on biodiversity with a view to managing risk, as well as mitigating and, over time, reversing
negative impacts. Our biodiversity policy is available on LGIM’s website.

We also recognise the importance of considering the social aspects of climate change, including a fair transition.
We support global efforts to advance the UN Sustainable Development Goals (SDGs). We are using the SDGs
as our ‘impact’ framework — data on companies’ alignment to the SDGs forms part of our ESG data tools, used to
support fund construction and engagement.

Further information on our approach to sustainability can be found in our sustainability policy and via our website.

At LGIM, we believe climate change is a financially material issue and we support efforts to align the global
financial system with a 1.5°C pathway. We have made a strong commitment to push forward this agenda
across the different parts of the investment chain, from our engagement with companies and policymakers
through to our own investment process. In doing so, we are working to protect our clients’ returns and help
create a sustainable future.

4 The Future World Protection List is reviewed on an annual basis, with further strengthening of the methodology expected in early 2022.
5 For more information, please see our coal policy


https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/sustainability-policy-lgimh.pdf
https://www.lgim.com/uk/en/capabilities/investment-stewardship/
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Important information

Legal & General Investment Management
One Coleman Street

London

EC2R 5AA

Authorised and regulated by the Financial Conduct Authority.

Legal & General Investment Management does not provide advice on the suitability of its products or services.

Ultimate holding company - Legal & General Group plc.

LGIM Europe Disclaimer and important legal notice

The information contained in this document (the ‘Information’) has
been prepared by LGIM Managers Europe Limited (‘LGIM
Europe’), or by its affiliates (‘Legal & General’, ‘we’ or ‘us’). Such
Information is the property and/or confidential information of Legal
& General and may not be disclosed by you to any other person
without the prior written consent of Legal & General.

No party shall have any right of action against Legal & General in
relation to the accuracy or completeness of the Information, or
any other written or oral information made available in connection
with this publication. Any investment advice that we provide to you
is based solely on the limited initial information which you have
provided to us. No part of this or any other document or
presentation provided by us shall be deemed to constitute ‘proper
advice’ for the purposes of the Investment Intermediaries Act
1995 (as amended). Any limited initial advice given relating to
professional services will be further discussed and negotiated in
order to agree formal investment guidelines which will form part of
written contractual terms between the parties.

Past performance is no guarantee of future results. The value of
an investment and any income taken from it is not guaranteed and
can go down as well as up, you may not get back the amount you
originally invested. The Information has been produced for use by
a professional investor and their advisors only. It should not be
distributed without our permission.

The risks associated with each fund or investment strategy are set
out in this publication, the relevant prospectus or investment
management agreement (as applicable) and these should be read
and understood before making any investment decisions. A copy
of the relevant documentation can be obtained from your Client
Relationship Manager.

Confidentiality and Limitations:

Unless otherwise agreed by Legal & General in writing, the
Information in this document (a) is for information purposes only
and we are not soliciting any action based on it, and (b) is not a
recommendation to buy or sell securities or pursue a particular
investment strategy; and (c) is not investment, legal, regulatory or
tax advice. Any trading or investment decisions taken by you
should be based on your own analysis and judgment (and/or that
of your professional advisors) and not in reliance on us or the
Information. To the fullest extent permitted by law, we exclude all
representations, warranties, conditions, undertakings and all other

terms of any kind, implied by statute or common law, with respect
to the Information including (without limitation) any
representations as to the quality, suitability, accuracy or
completeness of the Information.

Any projections, estimates or forecasts included in the Information
(a) shall not constitute a guarantee of future events, (b) may not
consider or reflect all possible future events or conditions relevant
to you (for example, market disruption events); and (c) may be
based on assumptions or simplifications that may not be relevant
to you.

The Information is provided ‘as is' and 'as available’. To the fullest
extent permitted by law, Legal & General accepts no liability to
you or any other recipient of the Information for any loss, damage
or cost arising from, or in connection with, any use or reliance on
the Information. Without limiting the generality of the foregoing,
Legal & General does not accept any liability for any indirect,
special or consequential loss howsoever caused and, on any
theory, or liability, whether in contract or tort (including
negligence) or otherwise, even if Legal & General has been
advised of the possibility of such loss.

Third Party Data:

Where this document contains third party data (‘Third Party Data’),
we cannot guarantee the accuracy, completeness or reliability of
such Third-Party Data and accept no responsibility or liability
whatsoever in respect of such Third-Party Data.

Publication, Amendments and Updates:

We are under no obligation to update or amend the Information or
correct any errors in the Information following the date it was
delivered to you. Legal & General reserves the right to update this
document and/or the Information at any time and without notice.

Although the Information contained in this document is believed to
be correct as at the time of printing or publication, no assurance
can be given to you that this document is complete or accurate in
the light of information that may become available after its
publication. The Information may not take into account any
relevant events, facts or conditions that have occurred after the
publication or printing of this document.

Telephone Recording:

As required under applicable laws Legal & General will record all
telephone and electronic communications and conversations with
you that result or may result in the undertaking of transactions in
financial instruments on your behalf. Such records will be kept for
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a period of five years (or up to seven years upon request from the
Central Bank of Ireland (or such successor from time to time)) and
will be provided to you upon request.

In the United Kingdom and outside the European Economic
Area, itis issued by Legal & General Investment Management
Limited, authorised and regulated by the Financial Conduct
Authority, No. 119272. Registered in England and Wales No.
02091894 with registered office at One Coleman Street, London,
EC2R 5AA.

In the European Economic Area, it is issued by LGIM Managers
(Europe) Limited, authorised by the Central Bank of Ireland as a
UCITS management company (pursuant to European
Communities (Undertakings for Collective Investment in
Transferable Securities) Regulations, 2011 (S.I. No. 352 of 2011),
as amended) and as an alternative investment fund manager with
“top up” permissions which enable the firm to carry out certain
additional MiFID investment services (pursuant to the European
Union (Alternative Investment Fund Managers) Regulations 2013
(S.I. No. 257 of 2013), as amended). Registered in Ireland with
the Companies Registration Office (No. 609677). Registered

D002345

Office: 33/34 Sir John Rogerson’s Quay, Dublin, 2, Ireland.
Regulated by the Central Bank of Ireland (No. C173733).

LGIM Managers (Europe) Limited operates a branch network in
the European Economic Area, which is subject to supervision by
the Central Bank of Ireland. In Italy, the branch office of LGIM
Managers (Europe) Limited is subject to limited supervision by the
Commissione Nazionale per le societa e la Borsa (‘CONSOB”)
and is registered with Banca d’ltalia (no. 23978.0) with registered
office at Via Uberto Visconti di Modrone, 15, 20122 Milan,
(Companies’ Register no. Ml - 2557936). In Germany, the branch
office of LGIM Managers (Europe) Limited is subject to limited
supervision by the German Federal Financial Supervisory
Authority (“BaFin”). In the Netherlands, the branch office of LGIM
Managers (Europe) Limited is subject to limited supervision by the
Dutch Authority for the Financial Markets (“AFM*) and it is
included in the register held by the AFM and registered with the
trade register of the Chamber of Commerce under number
74481231.Details about the full extent of our relevant
authorisations and permissions are available from us upon
request. For further information on our products (including the
product prospectuses), please visit our website.



