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The Trustee of the AXA UK Group Pension Scheme (“Scheme”) 
is pleased to share its Climate Change Report. The report 
has been prepared under the guidelines of the Occupational 
Pension Schemes (Climate Change Governance and Reporting) 
Regulations 2021 as amended, based on the recommendations 
of the Taskforce for Climate-related Financial Disclosure (TCFD) 
framework. The TCFD framework is key in guiding our climate 
change goals, emphasising the importance of openly addressing 
climate risks and opportunities to truly reduce emissions. 

As the Scheme moves toward full funding, and we move our 
investments towards the long-term strategy as set out in the 
Strategy section of this report, we are committed to working with 
all our investment managers to assess and seek to enhance their 
work related to climate change. Despite the uncertainties that 
come with climate change, it gives us an opportunity to help 
industries transition to a green economy. Within the context of 
administering the Scheme in such a way that members receive 

the benefits to which they are entitled under the Scheme’s rules, 
we aim to align our investment strategy with the goals of the Paris 
Agreement and have included a measure of implied temperature 
rise to evaluate this alignment. 

In 2024, the Trustee set up a new entity called AXA UK Group 
Pension Scheme Management Limited (AXA UK GPSM) which 
is authorised to implement the Scheme’s investment strategy. 
This includes overseeing the implementation of the Responsible 
Investment Policy, evaluating climate-related risks and 
opportunities, and directly engaging with investment managers.

The Trustee, via AXA UK GPSM and their fund managers, continue 
to engage with the companies we invest in about various 
important issues. While this engagement covers many topics, 
28% of these discussions focused on climate change. In addition 
to this, we have begun reporting on the impact of biodiversity 
and its financial implications, including how it interacts with 

climate change, which we plan to explore further. We are actively 
seeking ways to include these nature-related measures in the 
future where relevant.

The initial green asset target of 1% of Scheme assets was  
met ahead of plan. This has been achieved via investment  
in an Infrastructure Fund investing in renewable power and 
telecoms and a new investment in a UK Solar Fund. As well  
as supporting the Scheme in meeting its investment objectives, 
these investments provide valuable funding into renewable 
energy sources.

We work hard to understand the potential financial risks related 
to climate that the Scheme faces. Constantly improving data and 
technology help us better understand these risks and the impact 
of our investments on climate change. We work closely with the 
Sponsor to improve reporting and disclosure, a product of which 
is the inclusion of Scope 3 emissions in this year’s report. 

The Trustee remains committed to making climate-related 
risks and opportunities a core part of its investment strategy. 
Acknowledging ongoing uncertainties in global responses to 
climate issues, the Trustee will continue to review and, where 
necessary, update its objectives and targets to ensure they 
remain appropriate.

Even though challenges remain, our proactive approach with 
investment managers and the inclusion of environmental 
monitoring in the manager selection process, as one of the 
Trustee’s chosen stewardship themes, shows our commitment. 
We are optimistic about the future, supporting global progress in 
efforts to reduce carbon emissions. 

Samantha Pitt
Chair of Trustee

Trustee foreword
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Key highlights & summary  
of steps we have taken in the scheme

Introduction

Key actions taken up to  
31st March 2025

Next Steps

In March 2024 a new entity was set-up, AXA UK 
Group Pension Scheme Management Limited 
(AXA UK GPSM), to implement the Scheme’s 
investment strategy.

Delegation of Environmental, Social and 
Governance (ESG) oversight to AXA UK GPSM 
(with the Trustee continuing to hold the ultimate 
responsibility).

Received quarterly reporting from AXA UK 
GPSM on the Scheme’s targets, metrics, and 
environmental performance.

The Trustee updated the scenario analysis for this 
report (the previous analysis was completed for 
the 2022 report) to consider the financial impact 
climate change could have on our funding and 
investment strategy.

The Scheme’s asset managers engaged with 75 
companies over 116 engagements, with 28% of 
engagement cases covering Climate Change. 

Investments made into Infrastructure Debt and 
UK Solar to support climate objectives

Restructuring Securitised Debt allocation to 
include Article 8 Fund

Sought independent covenant advice on the 
impact of climate change on AXA in 2024.

Integration of Scope 3 emission data into metrics 
output.

All pension schemes are exposed to climate-related financial risk, and trustees have a legal duty to consider matters which are 
financially material to their investment decision-making; however, climate change risks are far-reaching and can be difficult to assess 
over future time periods. The changes we saw throughout 2019 and 2020 with updates to Statements of Investment Principles and the 
requirement for most schemes to prepare an implementation statement, helped lay the foundation for investment stewardship and 
climate-related disclosures.

The Occupational Pension Schemes (Climate Change Governance and Reporting) Regulations 2021, as amended, require schemes 
to adopt and report against the Taskforce on Climate-related Financial Disclosures (TCFD) recommendations. The regulations are 
supported by statutory guidance.

Consider further areas of improvement in 
transparency of reporting and data, including 
further increasing the coverage ratios for data 
used to analyse the Scheme’s key metrics.

Consider changing our investments in support of 
our climate objectives where appropriate, in the 
context of pursuing the Scheme’s overarching 
investment strategy and objectives as described 
in the Strategy section of this report.

Investment Strategy review to formalise ESG into 
investment selection process.

Continue to work with AXA Group to understand 
how climate changes impact the business and 
Sponsor covenant strength.

Consider any additional stewardship themes to 
best channel stewardship efforts.

Recommended disclosures
The TCFD developed recommendations on climate-related financial disclosures that are applicable to organisations 
across sectors and jurisdictions and are structured around the four thematic areas below.  
The Trustee is supportive of this, as it believes that more transparency will result in better investment choices.

Governance: The organisation’s governance around climate-
related risks and opportunities.

Strategy: The actual and potential impacts of climate-related 
risks and opportunities on the organisation’s business, strategy, 
and financial planning.

Risk management: The processes used by the organisation to 
identify, assess, and manage climate-related risks.

Metrics and targets: The metrics and targets used to assess and 
manage relevant climate-related risks and opportunities.

Governance

Strategy

Risk 
management

Metrics and 
targets

Our approach to Climate Change
The Trustee understands that climate change has a long-term impact on its 
members both directly and also through membership of the Scheme. The Scheme 
has particular exposure to financial risks originating from the impacts of climate 
change, the Trustee recognises this risk but also understands that climate change 
may bring opportunities. As a result, the Trustee believes it has a duty to consider 
the financially material risks and opportunities from climate change when making 
investment decisions. The Trustee will continue to pursue an investment strategy 
that protects the benefits of Scheme members while managing these risks. 

The Paris Agreement, adopted in December 2015 during COP21, is the main 
framework for addressing climate change. It sets the goal of keeping global warming 
“well below 2°C compared to pre-industrial levels” and aiming to limit it to 1.5°C by 
2100. These temperature thresholds were chosen due to the severe impacts that are 
likely to be caused by crossing them.

The Paris Agreement also emphasised the role of investors in responding to the 
threat of climate change. It requires rapid and significant reductions in greenhouse 
gas emissions to keep warming below safe levels, which will have important 
consequences for the economy and, in turn, for investors and insurers. A long-term 
framework for assessing risks and opportunities may be developed based on the 
Paris Agreement’s goals. 

This sets the stage for the Scheme’s climate action.
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Disclosure and transparency
The Trustee and the Scheme’s Sponsor parent company (AXA SA) 
support better disclosure and transparency as promoted through 
the new climate regulations. These regulations require the Trustee 
to reveal how they identify, assess, and manage climate-related risks 
and opportunities. 

The Trustee understands that while climate-related risks are 
integrated and monitored within the Scheme, the analysis and 
evaluation of these risks is always evolving. 

This report is divided into four main areas, following the TCFD recommendations:

Governance

Overarching philosophy
The Trustee’s beliefs on responsible investing and climate change are set out in their Responsible Investment Policy.

The Trustee’s approach to responsible investment targets good practice while ensuring that regulatory requirements are met. However, 
climate risk and sustainability are not viewed separately from the financial considerations involved in building the investment strategy. 
Instead, they are among the many factors which could impact the Scheme’s investments. Additionally, the potential damage to 
reputation from exposure to such assets is factored into the overall analysis and overlayed with the Sponsor view. 

The Trustee recognises that climate change poses a material financial risk to the Scheme and therefore requires attention and 
governance resources. The Trustee believes that managing environmental factors within the portfolio over the medium to long term 
should result in higher risk-adjusted returns.

The Trustee considers the integration of environmental metrics valuable for ensuring portfolio quality. This is achieved by incorporating 
such metrics into the portfolio optimisation process (both in strategic and day-to-day portfolio construction) and integrating them with 
other reporting metrics considered by the Trustee.

Group Responsibilities

Trustee Board Overall responsibility for the investment strategy and decision-making

Trustee’s Investment Committee Considers investment strategy and prepares recommendations on investment issues to 
the Trustee.

AXA UK GPSM Delegated responsibility for implementation of the Trustee’s strategy, including 
assessment of climate-related risks and opportunities, reporting and engagement with 
investment managers.

Investment Managers Responsible for investing in line with the Trustee’s strategy and practicing good 
stewardship by engaging with issuers of debt or equity on financially material ESG issues.

Advisors Subject to the contractual arrangements in force with the relevant advisers, responsible 
for advising the Trustee and providing insight on industry best practice as it relates to their 
specific area (actuarial, investment, legal and covenant) while taking into account the 
impact of climate risk and opportunities . 

The Trustee’s investment advisors provide a annual oversight report of AXA UK GPSM to 
the Trustee.

■ Governance: The Trustee is continuing to develop a 
strong governance framework to enable the consideration 
of climate risks and opportunities in the investment process. 
While ultimate responsibility for the investment strategy 
and decision-making in relation to climate policy remains 
with the Trustee, certain monitoring, measurement, and 
implementation activities are delegated to AXA UK GPSM.

■ Strategy: The Trustee incorporates climate-related factors 
into their strategic, funding and investment decision-making. 
The Trustee believes that climate change can have financially 
material impacts on the Scheme’s investment considerations 
in the short, medium, and long-term. Financially material risks 
and opportunities are considered when making investment 
decisions.

■ Risk management: In recent years, the Trustee has taken 
steps to include climate-related risks in its decision-making 
framework. To manage climate-related risk, the Trustee uses  
a four-pillar approach: 

• ESG integration and stewardship: The Scheme’s 
investment portfolio integrates environmental analysis 
into investment processes, using metrics and qualitative 
research.

• Carbon footprint and climate-related portfolio 
alignment: Whilst recognising that there are limits to the 
quality of data available now, the Trustee will encourage 
fund managers to report on the carbon footprint of their 
investments and the Trustee seeks to assess the overall 
carbon footprint of its portfolio.

• Green investment target, transition financing and 
Impact investments: Green investments allocate capital 
to firms and activities with environmentally friendly 
business practices, and which conserve natural resources, 
whilst delivering financial market returns.

• Controversies – engagement and exclusion:  
The Trustee recognises that certain activities will present 
a heightened level of climate-related risk, and this may 
therefore lead to exclusion from the portfolio.

■ Metrics and Targets: The Trustee monitors portfolio 
performance against these targets on a quarterly basis. This 
allows the Trustee to adjust the Scheme’s strategy to meet this 
target but only to the extent that this does not have a negative 
impact on other Scheme objectives.

• Primary target: The Trustee has set a primary target to 
reach a net zero portfolio by 2050, with an interim target 
of a 27% scope 1 & 2 carbon footprint reduction by 2031, 
against a 2021 baseline.

• Key metrics: The Trustee has 4 key metrics covering: 
absolute emissions; emissions intensity; a non-emissions-
based metric (Green Investment Target); and a portfolio 
alignment metric.

Please note that the Governance and Risk Management 
activities are carried out at the Scheme-wide level. The 
Scheme has several unsegregated benefit sections, all of which 
are defined benefit (save for certain AVCs) and all of which 
are invested and funded on a Scheme-wide basis.  Strategy 
activities (including scenario analysis), as well as Metrics and 
Targets, are therefore all also addressed at Scheme-wide level. 

This section sets out, amongst other things, the governance structures that are used to identify and assess relevant climate risks, 
including through quarterly dashboard reporting to the Trustee.  Relevant risks are integrated into the Scheme’s overall risk 
management processes, including by way of updating the Scheme’s risk register (which is reviewed quarterly) as required.  

The Trustee has ultimate authority for all aspects of the management and strategy of the Scheme including oversight and responsibility 
of the integration of climate risks and opportunities in decision-making. The Trustee’s advisors support the Trustee’s decision-making 
by providing advice on their respective areas of expertise, for example actuarial advisors, investment advisors, and covenant advisors. 
When providing this advice, the advisors are expected to identify, assess, and manage climate-related risks and opportunities.

In addition, the Trustee established a new entity in 2024, AXA UK Group Pension Scheme Management Limited (AXA UK GPSM), to 
implement the Trustee’s investment strategy. AXA UK GPSM is a dedicated resource that supports the Scheme and is subject to a 
robust regulatory framework (and allows the Trustee to draw on certain AXA UK resources). The operations of AXA UK GPSM focus on 
implementing the Trustee’s strategy, including day-to-day monitoring of activity, conduct analysis as well as providing insights to other 
climate-related risks and opportunities which may be available. 

The key responsibilities of each of these parties is set out in the table below. The Trustee has checkpoints with each of these to ensure 
that those supporting it with climate related governance are identifying and taking relevant issues into account.
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Governance framework
The philosophies outlined above lend to a governance structure based on 5 pillars.

Governance 
pillars

1. Educate

5. Monitor

4. Implement

2. Philosophy, 
construction 
and record

3. Delegate

1 Educate

The Trustee regularly receives training on climate-related  
topics to ensure well-informed decision making. As part  
of the ongoing governance of the Scheme, the Trustee has two 
designated meetings per year to ensure this training takes place, 
including training on climate risk. This training is delivered by 
various stakeholders, including its current advisors and market 
specialists. A climate-related and wider ESG update is also 
included at quarterly Trustee board meetings.

Most recently, in January 2025, the Trustee’s investment advisor 
delivered a presentation on Stewardship. This training provided 
a review of the regulatory guidance, highlighted the impact 
of Stewardship practices in influencing company and market 
practices, and supported the Trustee in reviewing the Stewardship 
Themes that would be the focus looking forward.

A skills gap analysis is taken at least every two years for both 
new and existing trustee directors. It is noted that the Trustee 
board includes professional trustees who are certified and sit 
on several boards. These individuals, along with the Trustee’s 
external advisors, help provide peer analysis and comparators for 
discussion.

2 Philosophy construction and record

The Trustee uses this ongoing education to then shape its beliefs 
and governance framework on climate-related issues.

For example, the Trustee received training on Stewardship  
at the January 2025 Board Meeting, which was used to develop 
their approach to stewardship. The Trustee plans to consider 
additional themes in future.

The Trustee believes it is important to record their views on 
sustainability and climate change related issues. These are 
documented within the Responsible Investment policy and were 
updated in 2025. The Scheme’s Responsible Investment strategy 
revolves around four key pillars: ESG integration and stewardship; 
Carbon Footprint & Climate-related portfolio alignment; Green 
investment target, transition financing  
and impact investments; and Controversies – engagement  
and exclusion (each summarised later in this document).

3 Delegate

The implementation of the Trustee’s investment strategy  
has been delegated to AXA UK GPSM as the Trustee’s  
primary investment manager. This includes overseeing  
the implementation of the Responsible Investment Policy, 
assessing climate-related risks and opportunities,  
and directly engaging with investment managers. AXA UK 
GPSM produce a quarterly ESG dashboard and have regular 
communication with the Investment Committee allowing  
the Trustee to monitor the effectiveness of AXA UK GPSM  
in implementing their ESG strategy. 

The Trustee requires investment managers to consider  
financially material ESG issues, including climate change  
risks, when making investment decisions. Investment managers 
are also expected to practice good stewardship by engaging  
with issuers of debt or equity on financially material ESG issues. 
For this purpose, AXA UK GPSM engages with the managers  
on the Trustee’s behalf, and keeps the Trustee informed  
of any relevant updates.

4 Implement

The Scheme’s investment managers are required to submit annual 
reports on their engagement activities and explain how they have 
integrated broader ESG issues into the day-to-day investment 
process, addressing both risks and opportunities. 

The Trustee and the Sponsor share similar views on climate. 
AXA Group’s policy is based on six pillars: ESG integration; 
climate-related portfolio alignment; exclusions and sensitive ESG 
investments; a green investment target and transition financing; 
impact investments; and active Stewardship. The Trustees takes 
into account AXA Group’s approach to Responsible Investment 
when updating its own policy.

Where appropriate, by working collaboratively with the Sponsor, 
through AXA UK GPSM the Trustee can leverage greater influence, 
given the larger size, when engaging with investment managers. 
Furthermore, by leveraging the reach of the AXA Group Credit 
Research Team the Scheme benefits from engagement with 
underlying companies on its behalf. Discussing ESG matters at 
quarterly Trustee board meetings allows the Sponsor to notify 
the Trustee of any changes to their Responsible Investment 
Policy, allowing the Trustee to assess whether the policy remains 
appropriate for the Scheme and incorporate the changes into their 
annual review of the Scheme’s Responsible Investment Policy. 
Discussing ESG matters at quarterly board meetings also allows 
the Trustee to provide feedback to the Sponsor to ensure its 
interests are included in broader AXA UK engagements.

A similar requirement is placed on the Scheme’s advisors, who 
must consider environmental factors when advising the Trustee 
on the overall investment strategy, including guidance on financial 
and demographic assumptions used for funding plans.

The Trustee periodically reviews its third-party providers to 
ensure they are fulfilling the roles assigned to them. The Scheme’s 

investment advisors have a formal objective to support with 
Scheme management and compliance, including keeping up to 
date on ESG requirements and market developments.  
This objective is reviewed by the Trustee on an annual basis  
and the investment adviser is reviewed against their objective  
on an annual basis.

5 Monitor

AXA UK GPSM provides quarterly ESG reports to the Trustee, 
measuring progress against the Trustee’s climate change targets 
and collating the investment managers’ ESG reporting. Monthly 
meetings are also held between the Investment Committee, AXA 
UK GPSM and investment advisors, providing an opportunity 
to discuss any updates and raising any emerging risks and 
opportunities. For example, AXA UK GPSM presented a new 
investment opportunity to the Trustee to invest in Next Energy 
solar infrastructure fund as a green asset. After appropriate due 
diligence, this was approved in February 2024, with the first 
investment made in June 2024.

In addition to the quarterly ESG report, the Trustee considers  
the overall portfolio’s exposure to key risks through its risk register 
at quarterly board meetings. This contributes to the education 
process and shaping the Scheme’s climate change philosophy. 

The Trustee regularly has the opportunity to investigate/challenge 
the information and advice provided through its board meetings 
and regular interactions with advisors, supporting parties and 
investment managers.  For example, at the Trustee Board meeting 
in September 2024, AXA IM Prime presented to the Trustee on ESG 
in Alternative Credit (the Scheme holds an Alternative Credit Fund 
of Funds, totalling c.15% of total scheme assets). This provided 
the Trustee with a more in-depth view on ESG in the asset class, 
the managers’ approach to incorporating ESG into the investment 
process, and an opportunity to discuss and provide feedback 
directly to the managers. 

Furthermore, as part of the triennial valuation process, the Trustee 
receives advice on the Sponsor’s climate risk exposure. Additional 
information is provided in the Strategy section of this report.
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Strategy
Climate-related factors are fully integrated into the Trustee’s strategic, funding,  
and investment decision-making. The Trustee recognises that financially material  
impacts from climate change are unlikely to occur uniformly over time, and therefore 
considers the potential impacts on the Scheme’s investments in the short, medium,  
and long term. The Trustee also seeks to consider climate opportunities when making 
investment decisions.

Overview of the Scheme’s investment  
and funding strategy
The Trustee has established a cashflow matching approach to 
asset-liability management (a self-sufficient strategy). When fully 
funded, the Scheme will invest in assets (potentially including 
high-quality corporate bonds, government bonds, cash and 
hedging instruments, and low-risk illiquid matching assets) to 
generate income closely matching the expected future pension 
payments. This strategy aims to reduce the risk of a payment 
shortfall occurring and reduces reliance on the Sponsor. 

The Scheme’s liabilities are valued by projecting the best estimate 
pension payments, and discounting using a dynamic discount 
rate which is based on the expected return from the Scheme’s self-
sufficient strategy. The discount rate also incorporates appropriate 
adjustments for investment risks, unhedged longevity risk, and 
expenses in line with methodology agreed between the Trustee 
and the Company.

The Trustee currently aims to be fully funded on this self-sufficient 
strategy by 31 March 2031. To reach this target, the Trustee has 
established a funding plan which takes into consideration the 
funding objectives, employer covenant, and an acceptable level 
of risk. The funding gap will be met through a combination of 
company contributions and investment returns from higher 
yielding non-cashflow matching assets.

The Trustee’s strategy is set by reference to the funding objectives, 
the most recent actuarial valuation completed in March 2025, and 
the Sponsor covenant. The overall aim of the strategy is to allow 
the Scheme to achieve its investment objective while prudently 
managing the risk taken.

Climate related risks the scheme  
is exposed to
When considering the consequences of climate change on the 
portfolio’s financial position, the Trustee assesses the asset-
related climate risks through the lenses of:

• Physical risks: These risks may result from climate change 
events and/or long-term shifts in climate patterns. They can have 
financial implications such as direct damage to assets, supply 
chain disruption, changes in water availability and quality, food 
security, and extreme temperature changes affecting operations, 
supply chain, transport needs, and employee safety.

• Transitional risks: Transitioning to a lower-carbon economy 
may involve significant policy, legal, technology, and market 
changes. Depending on the nature, speed and focus of these 
changes, transitional risks can pose financial and reputational 
risks to organisations.

• Reputational risks: The Scheme is exposed to risks related to 
community perception, including Scheme members, regulators, 
activist groups, and the general public. The risk is that the Scheme 
fails to meet community expectations. The potential impact of 
the Scheme’s reputation concerning climate-related factors is 
considered within the decision-making framework.

Timeline considerations
The Trustee considers three timeframes when assessing  
the impact of climate change on the Scheme’s funding  
journey (and duration of liabilities):

• Short term (up to 5 years) – During this period, the Scheme’s 
portfolio is transitioning to its long-term target portfolio.  
The Scheme’s funding position could be negatively impacted 
by changes in market conditions when switching assets, as a 
result of transitional risks. During this period the Scheme’s assets 
and liabilities are not expected to be as well matched as in the 
medium and long term. However, new climate-related investment 
opportunities might be emerging and be available to invest in. 
During this time, the Trustee will look to improve data quality and 
reporting transparency in relation to carbon-related disclosures. 

• Medium term (5 to 10 years) – During this period, the Scheme 
is expected to meet its self-sufficient strategy by 2031, and the 
Trustee aims to reduce its scope 1 & 2 carbon footprint by 27%  
by 2031, against a 2021 baseline. More information on the scope 
of assets included is set out in the Appendix. The strategic position 
is to match cashflows with high accuracy and minimise residual 
risks. Similar to the short-term horizon, the Scheme will face 
impacts from transitional risks (and opportunities), and physical 
risks may also begin to have an impact. Reputational risk  
is expected to be a key consideration during this period.

• Longer term (10 to 30 years) –the Scheme is targeting reaching 
net zero emissions during this period. While there is a greater 
risk of more significant market movements due to transitional 
and physical risks, the Scheme’s investment strategy (e.g. the 
alignment of assets and liabilities) should mitigate these risks. 
Identifying where these risks may lead to higher-than-expected 
defaults or offer opportunities to enhance investment efficiency 
is important. The Scheme may face certain reputational risks over 
this period (including as a result of failing to reach net-zero).

Climate Scenario Analysis
To help the Trustee assess the Scheme’s resilience against climate-related risks, AXA UK GPSM performs climate scenario analysis  
for the Scheme’s assets, liabilities, and covenant. This analysis is conducted every three years, with interim updates as needed,  
for example, in the event of significant changes to the Scheme’s strategy or to the methodology and industry practice related  
to the analysis. The Trustee reviews annually whether a refresh of the analysis is necessary.

The last analysis was completed as at 31 March 2022, based on global emissions projections to 2050. The Trustee, its advisors,  
and the Scheme Sponsor were consulted in this scenario analysis. In line with regulatory guidance, the Trustee has conducted  
new scenario analysis this year.

The Trustee considers three scenarios:

1. Below 2C (Orderly)

2. Delayed Transition (Disorderly)

3. Current Policies (Hot House World). 

These scenarios have been selected as they are aligned with those defined by the Network for Greening the Financial System (NGFS). 
The NGFS is considered by the Trustee to be a reputable source that is expected to allow consistency of scenario analysis over time. 
These scenarios are also consistent with the three key scenarios outlined in the DWP’s guidance. Within each scenario, the Trustee 
assesses the financial implications through a review of physical and transitional risks on the assets and liabilities.

These risks are summarised below:

Below 2C (Orderly) Delayed Transition 
(Disorderly)

Current Policies (Hot House 
World)

Description Transition to a carbon-neutral 
economy begins in 2021 and 
continues gradually over the 
scenario (to 2050).

Major economies to align with the 
Paris Agreement, with a smooth 
transition to 1.8°C

The scenario assumes that there 
are limited physical risks, and 
transition risk prevails as the 
economy moves ahead. The 
economy grows steadily over  
the period.

Transition to a carbon-neutral 
economy is delayed until 2031  
so is more sudden and disorderly. 
Major economies to eventually 
align to the Paris Agreement  
of 1.8°C

The scenario assumes that there 
is limited physical risk, but the 
disorderly transition results in 
higher transitional risks.

The scenario assumes a medium-
term recession before recovering.

No additional government 
climate policy is implemented 
beyond 2020, so there is limited 
transition risk. There is an 
immediate need to take action 
to limit the physical impacts of 
global warming with average 
global temperatures already  
>1°C above pre-industrial levels.

Transition risk Medium High Limited

Transition begins 2021 2031 N/A

Nature of Transition Early and orderly Late and disorderly Only policies that were in place 
before 2021

Physical risks Limited Limited High

Impact on output Temporarily lower  
growth

Sudden contraction 
(recession)

Permanently lower  
growth and higher uncertainty

Covenant risk Medium Low Low
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Outcome of scenarios
The Trustee considers the portfolio at two points in its lifespan, corresponding to the medium- and longer-term timeframes  
outlined in the Timeline Considerations section:

Portfolio 1: Journey to full funding - Evaluation of the potential impacts on the portfolio, with its current asset allocation,  
over a 6 to 10-year time horizon (focusing on the medium term), assuming no change to portfolio composition  
(i.e., a prudent view that the Scheme has not de- risked over this time horizon).

Portfolio 2: Fully funded - Evaluation of the theoretical target portfolio assuming it is fully invested by 2050.

Summary of outcomes
Below 2C (Orderly) Delayed Transition 

(Disorderly)
Current Policies (Hot 

House World)

Portfolio 1 (2030) Relative to 90% funded -2.5% -2.6% -3.4%

Portfolio 2 (2050) relative to 100% funded -2.2% -2.3% -3.1%

Under Portfolio 1, the analysis shows that early and late action scenarios results in a better outcome compared to the no additional 
action scenario. Although it is worth noting that the impacts are limited. This is partially due to risk mitigation strategies put in place by 
the Trustee. These strategies include hedging 90% of interest rates and inflation rates, and 97% of the longevity risk, as well as holding 
no equity exposure.

Portfolio 2 exhibits improved performance under the scenarios due to higher quantities of investment grade debt and government 
bonds held by the Scheme and less risky growth assets at 100% funded. The risk mitigation strategies put in place by the Trustee 
continue to have a positive impact on the portfolio. 

Limitations of the scenario analysis
The Trustee recognises that the climate scenario analysis has limitations. Current methodologies may not fully account for the short- 
and medium-term climate risks the Scheme could face. The analysis may therefore have limited reliability and usefulness as a decision-
making tool. As such, the Trustee does not rely solely on this analysis to inform its strategic decision-making. Nonetheless, the scenario 
analysis does highlight that climate change risks exist, and therefore the Trustee believes that appropriate risk management steps 
should be taken to address and limit their potential impacts.

The analysis of climate change impact on pension scheme liabilities are in their infancy, with most schemes focussing on the longevity 
impact. As the Scheme hedges 97% of its longevity risk, no specific allowance is made within the analysis. 

The Trustee will consider any improvements available for future scenario analysis, based on the latest industry developments available 
at the time.

Sponsor covenant
The Trustee recognises that the Sponsor of the Scheme is likely to be affected by climate change which, in turn, may affect the resilience 
of the Scheme’s funding strategy over time. Therefore, the Trustee engages actively with the Sponsor to better understand the climate-
related risks and opportunities to which it is exposed.

The Trustee is confident that the Sponsor recognises the risk that climate change may pose to its operations and wider business 
strategy. Importantly, the Sponsor has taken steps to disclose its climate change risk management approach and develop plans to 
integrate climate risk into its Responsible Investment policy. For further details of the Sponsor’s approach, please refer to its corporate 
sustainability disclosures (as outlined in chapter 4 of the 2024 AXA Group Annual Report (Universal Registration Document).

Whilst the Trustee considers the steps taken by the Sponsor towards addressing climate-related risk to be positive for the Scheme, the 
Trustee (with support from its external covenant advisors) has also considered the potential risks of climate change and, in particular, 
how the financial support provided by the Group might change over time. The Trustee’s analysis focussed on the period to 2031 (at 
which point the Trustee aims for the Scheme to be fully funded on its self-sufficient strategy).

Key risks considered include:

• An increase in the frequency of extreme weather events causing a material rise in insurance claims within the Group’s  
Property & Casualty business. 

• An increase in Health and Protection claims as temperatures rise, due to additional exposure to vector-borne diseases  
(such as dengue and malaria) and pollution levels. 

• The impact on AXA as an investor in assets in climate sensitive sectors which are more susceptible to transitional risks  
(including changes to Government policy and legislation). 

• An increased risk of disruption to operations from weather related events. 

In summary, climate change has the potential to give rise to some limited losses for both the Group and its principal trading entities. 

However, the Trustee is comfortable that the Group is resilient to climate change and will be able to continue to support the Scheme  
in a wide variety of plausible scenarios. Key factors considered by the Trustee include the following:

• The Trustee takes comfort from the guarantee structure which provides direct access to AXA SA as the holding company  
for the Group, and protection in the event that the Scheme’s employers are unable to make contributions to the Scheme  
as they fall due (for example, due to a stress event caused by climate change). 

• The Group intends to continue to operate at a high level of solvency (which itself is designed to ensure that insurance groups  
are resilient in a wide range of scenarios). AXA is notably monitoring the risk related to multiple Natural Catastrophe events  
via Aggregate Exceedance Probability indicators and is expected to have significant capacity to absorb Natural Catastrophe  
losses (if and when they crystallise).

• Due to the Group’s worldwide exposure, which affords a high level of intrinsic diversification, the possible evolution of future  
P&C Natural Catastrophe claims remains driven mainly by changes in future exposure (demographic changes and wealth growth), 
rather than an increase in the climate hazard itself. 

• The Group is able to mitigate the impacts from climate change over time. For example by repricing policies to market  
and/or further reducing exposure to certain sectors as transition risks evolve.

• Whilst the Trustee acknowledges the inherent difficulty and uncertainty when modelling climate risks, it is comfortable that Group 
analysis is robust. The Group has been assessing its climate risks for several years and has developed modular approaches (from 
simple to sophisticated modelling) adapted to the business segments and types of risks that are considered. Further, as a global 
insurance and reinsurance Group, AXA’s scenario modelling is subject to additional external scrutiny from external stakeholders 
(including regulators and its auditors). 

In reaching its assessment of covenant related climate risk in 2024, the Trustee has concluded that in an Below 2C (Orderly) scenario 
there could be some immediate (but manageable) dislocation across investment portfolios (in reaction to changes in Government 
policy), giving rise to losses at a time when the Scheme’s reliance on covenant is at its highest. Covenant risk is therefore rated as 
‘Medium’ for this scenario.

In other scenarios, transition risk is expected to be more gradual (or significantly delayed) and, following the Group’s own assessment, 
it is expected that other climate risks can be managed such that they have a minimal impact on the ability of the Group to continue to 
support the Scheme (as a minimum over the period to 2031).

The Trustee has discussed its approach to covenant and climate with the Sponsor and will maintain an open dialogue with the Sponsor 
on climate change as part of its monitoring of covenant risks going forward.
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Risk Management
The Trustee considers the management of risks holistically. The Trustee must 
balance investment risk, funding risk, and Sponsor Covenant risk. Climate change 
has an impact on all three.

Identifying and assessing climate risk
The monitoring and evaluating of existing and emerging risks of 
the Scheme is the responsibility of the Trustee and its advisors. 

To ensure climate-related risks are assessed in an integrated 
manner, it is specifically identified on the Trustee risk register, 
which is reviewed quarterly at the Governance focused Trustee 
Board meetings.

The Trustee delegates the ongoing monitoring of climate risk to 
AXA UK GPSM. To ensure a comprehensive assessment of the 
climate risk associated with the portfolio, this is considered from 
both a top-down risk and a bottom-up perspective. 

AXA UK GPSM produce a quarterly ESG report, which is reviewed 
at the Investment focused Trustee Board meetings. This report 
monitors progress made against the Scheme’s targets, as well as 
highlighting any ESG risks within the Investment Portfolio.

The ESG report also notes the proportion of the Scheme’s assets 
for which asset managers provide sufficient ESG information for 
monitoring purposes. More detail on this is provided in the Metrics 
and Targets section of this report. 

Managing climate-related risk
The Trustee manages climate risk using a four-pillar  
approach, as set out in their Responsible Investment Policy,  
and described below. 

1. ESG integration and stewardship

Quantitative and qualitative ESG analysis is reported to  
the Trustee on a quarterly basis in the ESG report produced  
by AXA UK GPSM. The purpose of producing and reviewing this 
regularly is to improve integration of ESG factors in all parts of the 
Scheme’s portfolio and to highlight areas that require more focus.

AXA UK GPSM is expected to interact with the Scheme’s 
investment managers directly, to hold them to account on 
a regular basis and to support the provision of consolidated 
reporting to the trustee. 

The Trustee aims to ensure that the Scheme’s investment 
managers incorporate ESG factors within their decision-making 
process and align with the Trustee’s Responsible Investment (RI) 
policies. In addition, when appointing investment managers,  
the integration of ESG into their investment process is considered 
as a key selection factor used to assess the managers during  
the due diligence process. This was demonstrated throughout  
the year when appointing a new ABS (asset-backed securities) 
Fund manager.

Investment manager mandates require the managers to comply 
with the Responsible Investment Policy (“RI Policy”). This ensures 
that they take appropriate steps to integrate potentially material 
ESG factors. For pooled investment funds, the investment 
objectives and guidelines are reviewed to ensure alignment with 
the Trustee’s RI policy and exclusion lists.

The Trustee expects its investment managers to provide specific 
evidence they have acted in accordance with the Trustee’s 
standards as set out in the RI Policy and to ascertain whether they 
are practicing effective stewardship that is best aligned with the 
Scheme’s long-term interests. 

The Trustee recognises that there is no ‘one-size-fits-all’ 
stewardship approach. Instead, the investment managers are 
encouraged to prioritise stewardship opportunities and apply  
the most suitable/influential engagement strategies. This can  
be based on their in-depth knowledge of a given asset class, 
sector, geography and/or specific companies.

2. Carbon footprint and climate-related portfolio alignment 

The Trustee believes that climate change is likely to be a 
financially material risk that will impact all of the Scheme’s 
investments (to varying extents), as well as the Scheme’s liabilities 
and its covenant. The Trustee integrates the monitoring of climate 
risk metrics into its wider risk management framework and 
considers these when making investment decisions. 

The Trustee also believes that climate change – and efforts  
to mitigate it – will likely create investment opportunities that 
the Trustee should do its best to take advantage of, where it is 
appropriate as part of the Trustee’s wider strategic objectives and 
the Trustee’s fiduciary responsibilities. The Trustee acknowledges 
that it may not always be able to minimise climate-related risk if 
doing so would be to the detriment of wider strategic objectives.

The Trustee seeks to align the Scheme’s investment strategy with 
achieving the goals of the Paris Agreement. These goals include 
limiting global temperature increases to well below 2°C – ideally 
1.5°C – by the end of this century, relative to pre-industrial levels. 
The Trustee considers this aim in the context of the Scheme’s 
wider investment objectives. 

To measure this, the Trustee encourages fund managers  
to report the carbon footprint of their investments and the  
Trustee seeks to assess the overall carbon footprint of its  
portfolio, while recognising that there are limits to the quality 
of data available notably in regard of Scope 3 emissions. As the 
quality of data improves, the Trustee will measure the reduction 
in the Scheme’s carbon footprint over time.

The Trustee aims to contain the ‘warming potential’ of the 
Scheme’s investment portfolio to 1.5°C above pre-industrial  
levels by 2050. Additional climate risk metrics are being 
developed to measure climate-related impact. The existing 
methodologies and metrics will evolve and require improvements 
over time.

The Trustee has implemented certain climate-related  
exclusions in its portfolio to more effectively pursue  
climate-related objectives.

Aligning to 1.5 degrees
The Trustee’s climate-related ambition is primarily driven by 
 the goal of mitigating financially material risks to the Scheme.  
In light of the potential adverse financial consequences of climate 
change, the Trustee aims to support real-world decarbonisation 
through the Scheme’s decarbonisation target and global 
temperature increase metric. 

The Trustee notes the link between reducing emissions and 
achieving the 1.5 degree warming potential. The Trustee sets 
targets consistent with this level. The graphic below shows 
current progress to 31 March 2025.

3. Green investment target, transition financing and impact 
investments

In addition to ‘temperature’ related targets and divestments,  
the Trustee also considers “green investments” as a priority  
to the overall RI strategy. Green investments are defined as 
investing in firms/activities with environmentally friendly  
business practices and which conserve natural resources.  
Whilst recognising that “green” is somewhat subjective, the 
Trustee includes assets that are externally labelled “green”,  
for instance by the Climate Bonds Initiative. 

The Trustee’s target is to increase the allocation to green 
assets across various asset classes and transition financing 
to support companies shifting towards less carbon-intensive 
business models, with an initial goal of reaching UN PRI’s 1% 
recommended allocation by 2025. This target was met ahead  
of schedule reaching 1.6% due to investment in infrastructure 
funds. The Trustee has agreed to review this target in 2026.

The selection of green investments leverages wider AXA 
proprietary analysis and encompasses various asset classes, 
including green bonds, infrastructure investments, real estate  
and impact investments targeting positive environmental impacts 
(e.g. Next Energy UK Solar Fund). The process of selecting green 
investments is undertaken in the context of the Trustee’s fiduciary 
duties. The Trustee gives consideration to strategy, principles  
and policies when selecting investments that are appropriate  
for the Scheme, looking at investments on their own merits,  
but also holistically within the context of the Scheme’s wider 
portfolio and the overarching objectives. 

4. Controversies – engagement and exclusion

The Trustee recognises that some social, societal, environmental, 
or more general ethical issues are particularly sensitive and 
require a cautious approach. Certain activities and products  
could be inconsistent with the goals of protecting people over  
the long term. In this context, the Trustee has agreed specific 
sector guidelines and business restrictions.

The Scheme applies restrictions to sectors or companies that  
face acute social, human rights, ethical or environmental 
challenges. These currently include controversial weapons, 
thermal coal mining and coal-based power generation, tar  
oil sands and associated pipelines, palm oil, food commodity 
derivatives, and tobacco. The Scheme’s investment portfolio 
restrictions are based on sector-level blacklists and apply on  
a company name basis. 

The Scheme has actively implemented investment  
restrictions across all its mandates ensuring that all new 
investments from Scheme assets are screened for exposure  
to these controversial sectors.

Any potential investment that falls into these sectors is 
immediately excluded from the investment process.  
Where the analysis of the Scheme’s current asset portfolio 
highlights exposure to the restricted sectors, individual 
investments are reviewed, and a plan formulated to sell  
or run off the exposure. At 31 March 2025, it was highlighted that 
less than 0.2% of the Scheme’s total assets were invested in these 
sectors, with work ongoing to run-off these investments.

The Scheme’s investment portfolio sector guidelines are currently 
aligned with those set by AXA Group, and are available on the AXA 
Group RI website: axa.com/en/page/responsible-investment. 
The Trustee will keep these guidelines under review from time to 
time (including if these guidelines should materially change).

For more details on AXA Group responsible investment policies, 
please refer to the appendix of this report.

2.4°C Index***

2.2°C AXA UK GPS*

1.5°C Target**

*Dec 2023
**Paris Agreement
***75% MSCI World + 25% UK Gilt
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Mitigating Climate Risk
Stewardship

The Trustee understands good stewardship to be the responsible 
allocation, management and oversight of capital to create long-
term value for members, leading to sustainable benefits for the 
economy, the environment and society. The Trustee aims to use 
its influence as an owner of assets to ensure that the underlying 
investee companies demonstrate good ESG practices and to 
ensure that its investment managers also use their influence on 
behalf of the Trustee.

Direct engagement with underlying companies (as well as other 
relevant persons) where the Trustee owns shares and debt is 
carried out by the Scheme’s investment managers.

While the Trustee delegates voting and engagement activities to 
the Scheme’s managers, it recognises its responsibility to oversee 
the voting and engagement activities carried out by managers 
on its behalf. The Scheme’s investment managers are therefore 
required to provide qualitative and quantitative data to the 
Trustee on a regular basis regarding their engagement activities. 
AXA UK GPSM is also expected to interact with them directly,  
to hold them to account on a more regular basis and to support 
the provision of consolidated reporting to the Trustee. The Trustee 
monitors and discloses the voting records of its managers on an 
annual basis in its Implementation Statement, where the Trustee 
holds assets with voting rights.

The Trustee expects their investment managers to practice good 
stewardship. This includes monitoring, engaging with issuers of 
debt or equity on relevant matters such as performance, strategy, 
risks, capital structure, conflicts of interest and environmental, 
social and governance considerations and using voting rights to 
affect the best possible long-term outcomes.

The Trustee assesses the ability of each investment manager  
to engage with underlying companies to promote the long-
term success of the investments, with the help of AXA UK GPSM. 
Investment managers are also periodically invited to present  
at Trustee meetings and cover stewardship and engagement  
as part of their agenda.

When selecting, monitoring and de-selecting asset managers, 
stewardship is factored into the decision-making process at the 
appropriate level for the specific asset class in question.

To best channel stewardship efforts, the Trustee believes that the 
focus should be on key themes. The themes have been selected 
by assessing their relevance to the Scheme and its members, 
the financially material risks that they pose and industry 
developments which can easily be integrated into the Trustee’s 
approach. The themes of the Sponsor were also considered 
when selecting the themes for the Scheme. The key themes the 
Trustee has selected are Climate Change and Diversity, Equity, and 
Inclusion (DE&I). The Trustee will consider additional themes in 
future, if deemed significant and relevant.

While the Trustee chooses managers that align with its beliefs on 
stewardship, there are instances where the Trustee has less direct 
influence over the managers’ policies in the exercise of investment 
rights. For example, where Scheme assets may be held in pooled 
funds, due to the collective nature of these investments.

Leveraging Wider AXA Group Analysis
AXA Group has invested significant resources in understanding 
the impact of climate change on its investments. The Trustee 
recognises that this knowledge can be used to shape its own 
perspectives on climate change, and that, where appropriate, 
collaborating with the AXA Group can give greater influence to 
investment managers to effect change.

In this context, the Trustee has decided to apply AXA Group’s 
specific sector guidelines for activities in sectors that may pose 
certain risks to the Scheme. These currently include the following 
sectors: thermal coal, oil and gas, manufacturers of ‘controversial 
weapons’, tobacco manufacturing, ecosystem conversion, and 
deforestation.

Among these, coal, oil and gas policies aim to contribute to the 
transition toward a more sustainable and less carbon-intensive 
economy, aiding the Trustee in achieving its net-zero target by 
2050. These policies are summarised below.

Thermal Coal

Thermal coal is one of the most carbon-intensive sources of 
energy, and it remains one of the largest sources of anthropogenic 
GHG emissions. Investments in thermal coal extraction and energy 
generation have been restricted since 2015. The objective was 
updated in 2019 to reduce exposure to the thermal coal industry 
to zero by 2030 in the European Union and OECD countries, and 
by 2040 in the rest of the world. The Coal policy was updated in 
July 2023 as part of a global AXA Group Energy Policy. 

The exposure to coal assets for the Scheme amounted to £2 
million at March-end of 2025, representing 0.0% of the Scheme’s 
total assets, rounded to 1 decimal place. This represents a 96% 
decrease compared to the end of 2020. The remaining exposure 
is mainly concentrated on corporations with a low share of coal in 
their activities, falling below the current 15% exclusion thresholds 
(companies with an annual thermal coal share of revenues greater 
than or equal to 15%. More information can be found in the AXA 
Group Energy policy1).

2. https://www-axa-com.cdn.axa-contento-118412.eu/www-axa-com/c203dbca-9714-43c2-b955-b9013f6936fd_AXA_Energy_Policy_2023.pdf 1. https://www-axa-com.cdn.axa-contento-118412.eu/www-axa-com/c203dbca-9714-43c2-b955-b9013f6936fd_AXA_Energy_Policy_2023.pdf

Oil & Gas

Significant investment is necessary to decarbonise an energy 
system that relies heavily on fossil fuels. Companies that recognise 
the changing operating environment and redirect their capital into 
renewables and new energy solutions will be better positioned to 
meet this long-term challenge. AXA Group began implementing 
Oil and Gas investment restrictions, focusing on oil sands-related 
corporations in 2017. The latest version of investment restrictions 
was published in July 2023 as part of a global AXA Group Energy 
Policy.1 

Similar to coal, the Scheme regularly monitors its exposure to oil 
and gas assets, including unconventional oil and gas exploration 
and production, including Tar Oil Sands, Artic Fracking, and Ultra 
Deepwater activities. As of March-end of 2025, the Scheme’s 
global exposure to the oil and gas industries stood at £44 million, 
representing 1.1% of the Scheme’s total assets, a 35% reduction 
since the end of 2020. The Scheme’s exposure to unconventional2 
oil & gas activities was £14 million at March-end of 2025, 
representing  0.3% of the Scheme’s total assets. Additionally, twhe 
Scheme has been increasingly investing in renewable energy-
production infrastructure assets, demonstrating commitment to 
sustainable practices instead, with exposure reaching £64 million 
by March-end 2025, mainly focused on solar assets.

The Scope of Assets in the appendix contains further information 
on these assets.

Fossil Fuel Exposure

Financing the transition

In addition to the reduction of the overall exposure to the oil 
and gas industries, the Scheme is also increasingly investing in 
renewable energy-production infrastructure assets. At March 2025, 
the Scheme’s exposure was £64 million (European Infrastructure 
Fund II and Next Energy UK Solar Fund), up from £48 million at 
March 2024. This exposure is mainly focused on wind and solar 
assets.

Later in the year, the Scheme’s green investments totalled 
1.6% of the total asset exposure, up from 1.4% at March 2024, 
successfully achieving the 1% target ahead of 2025. This increase 
is mainly driven by new investments in the UK Solar Fund during 
the second half of 2024, which amounted to £17 million as at 
March 2025. AXA UK Group Pension Scheme continued to invest 

in green infrastructure projects, notably the largest operational 
solar farm in the UK. Solar is a key component in delivering the UK 
government Net Zero target and actively contributes to the UK’s 
goal of achieving a 2050 Net-Zero economy.

Engagement strategy with issuers and 
management companies
Presentation of the engagement strategy

The Scheme has a significant exposure to long-dated credit due to 
its cashflow matching strategy. While the Scheme can somewhat 
reduce climate risks through influencing corporate entities (such 
as through covenant restrictions in new issues or excluding 
investment in certain industries), it does not have material 
voting rights. The Trustee engages with the management of the 
companies in which it invests either directly through AXA Group’s 
Credit Research Team via AXA UK GPSM or through the Scheme’s 
investment managers according to their own engagement policy.  
To focus stewardship efforts, the Trustee has selected two key 
themes, including Climate Change, referenced in the Scheme’s 
Responsible Investment Policy. Discussing ESG matters at 
quarterly board meetings allows the Trustee to provide feedback 
to the Company to ensure its interests are included in broader AXA 
Group engagements. Investment managers are also periodically 
invited to present at Trustee meetings and cover stewardship as 
part of their agenda.

AXA Group’s Credit Research Team regularly engages with the 
top management of various issuers, providing an opportunity 
to review and discuss issuers’ strategies, including on ESG, in 
non-public settings. As part of AXA Group’s Net Zero Asset Owner 
Alliance commitments, the Credit Research Team has also 
extended its engagement on Net Zero trajectories with issuers that 
have a large greenhouse gas footprint.

Separately, asset managers engage directly with companies in 
which they invest and, as part of a coalition of investors, with 
companies in key sectors. AXA Investment Manager uses two 
different strategies for engagement: “engagement with objectives,” 
based on thematic research carried out by AXA IM Responsible 
Investment experts, and “sustainability dialogue,” focusing on 
companies where the continued enhancement of sustainability 
practices aims to support robust, long-term profitability. In cases 
where weaknesses are identified, “sustainability dialogue” may 
lead to using escalation techniques, or prompt a more formal 
“engagement with objectives” approach.

An “engagement with objectives” approach, is one in which there 
is an active effort to engage with companies in order to influence 
change and achieve specific targets within a defined timeframe. 
This involves a clear process of selecting priorities, defining 
engagement objectives, and tracking progress, with various 
escalation points as needed. On the other hand, “sustainability 
dialogues” are regular discussions with investee issuers to gain 
insights into their sustainability practices, policies, and strategies. 
These dialogues are crucial in establishing and maintaining a 
constructive relationship with the issuer and are focused on 
gathering information rather than specific targeted objectives.

AXA UK Group pension 
scheme fossil fuel 

exposure

Asset under 
management

% of asset 
under 

management

Coal £2Mn 0.0%

Overall oil & gas £44Mn 1.1%

Unconventional oil & gas £14Mn 0.3%

Figures in the table are rounded to 1 decimal place.
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Engagements over the year to 31 March 2025
The Scheme’s investment managers conducted 116 engagements with 75 companies in which the Scheme was invested over the 
year to 31 March 2025. Environment was the main focus of discussion, with 28% of engagement cases covering Climate Change and 
19% of engagement covering Resources & Ecosystems topics. Over this period, 54% of sustainability dialogue was linked to climate 
change matters. Ecosystem protection was another key engagement theme addressed through engagement on biodiversity loss and 
deforestation with companies in the food products, packaging materials and electric utilities sectors. Asset Managers prioritise direct 
dialogue with companies, while also participating in collaborative initiatives, which represent 37.6% of all engagement.

Engagement per ESG theme 

(for engagement with objectives)

Engagement Collaboration and Escalation
Joining efforts with other investors can improve the effectiveness of engagement and improve the outcome, provided that shareholders 
share clear goals and expected outcomes.

AXA Investment Managers (AXA IM) is the Scheme’s largest investment manager, responsible for investing 80% of the Scheme’s assets. 
In 2025, AXA IM placed significant emphasis on collaboration and escalation in their stewardship activities to drive better ESG practices 
among investee companies. AXA IM believe in the power of collective action and often collaborate with other investors to amplify their 
influence on companies, especially on critical ESG issues like climate change.

Notably, 100% of AXA IM’s engagements in 2025 were conducted in collaboration with other investors, an increase from the prior year. 
These collaborations often involve collective initiatives, such as the Climate Action 100+ and Nature Action 100, which focus on pressing 
global challenges like climate change and biodiversity loss.

It should be noted that, due to the small number of companies in the portfolio subject to engagement, these percentages can fluctuate 
significantly year on year. AXA IM’s engagement approach has not changed; they continue to use both individual and collaborative 
methods, selecting the most effective technique for each situation. For example, over the last 12 months, AXA IM escalated engagement 
with Procter & Gamble by co-filing a shareholder resolution on forest degradation, demonstrating their use of different engagement 
methods to seek positive outcomes.

When companies don’t respond well to initial engagements, AXA IM may escalate their actions by voting against management on key 
issues such as executive pay or climate-related policies. While the Scheme does not currently hold assets with voting rights, AXA IM’s 
broader stewardship approach includes vote escalation where relevant.

In 2024, AXA IM didn’t use vote escalation, as the collaboration with others investors had been used in 100% of the engagement 
cases. AXA IM also work with other investors to put pressure on the company together and publicly disclose voting intentions before 
shareholder meetings.

Engagements with objectives
Business Ethics

1% Public Health
11%

Human Capital
9%

Corporate 
Governance

13%

Climate Change
28%

Social Relations
19%

Resources and 
EcoSystems

19%

Sustainability Dialogue

Business Ethics
4%

Public Health
0%

Human Capital
4%

Corporate 
Governance

4%

Climate Change
54%

Social Relations
7%

Resources and 
EcoSystems

27%

Case Studies of Asset Manager Engagements
• In September 2024, AXA IM continued its engagement with Unilever PLC on climate change and natural capital, following previous 

discussions regarding biodiversity and deforestation. Building on insights from Iceberg Data Lab’s biodiversity assessment, AXA 
IM held a follow-up meeting with Unilever’s operational specialists to discuss progress toward deforestation- and conversion-
free (DCF) supply chains and broader nature-related risks and opportunities. Unilever is piloting TNFD-aligned disclosures and 
integrating nature into its climate strategy, although it is not a formal early adopter—an approach encouraged by AXA IM. Unilever 
reported that its DCF goals have largely been met, with ongoing challenges in sourcing soy from Brazil. AXA IM urged the company 
to align its messaging on this issue with leading traders. Unilever’s focus on regenerative agriculture aims at delivering both climate 
and biodiversity benefits. AXA IM intends to maintain engagement and will seek progress updates in the next reporting cycle.

• In September 2024, AXA IM engaged with Rio Tinto to discuss the company’s overall approach to human capital and sustainability, 
including ongoing efforts to address cultural and governance challenges. AXA IM will continue to monitor the company’s progress 
on transparency and sustainable business practices.

• In 2024, Alliance Bernstein engaged with Shell to understand the measures the company has implemented to mitigate risks related 
to litigation, environmental, and social concerns, particularly regarding the divestiture of its Nigerian assets. The engagement 
focused on Shell’s approach to transferring assets to a consortium of local companies, the management of future liabilities, and 
the company’s ongoing responsibility for capital expenditure and decommissioning costs. Shell explained that, as per Nigerian law, 
liabilities will remain with the buyer, and Shell will retain some leverage through ongoing investments in offshore development. 
The company clarified that this divestment, the largest due diligence exercise in its history, will not result in a reset of its emissions 
reduction target baseline, but will instead be treated as an emissions reduction. Shell reported a significant reduction in emissions 
in Nigeria since 2016, including a 90% decrease in routine flaring over the past 10 to 15 years.

• Alliance Bernstein also engaged with Morgan Stanley to discuss the outlook for ESG-labelled bond underwriting, with a particular 
focus on sustainability-linked bonds and their role in supporting climate-related objectives. During the meeting, Morgan Stanley 
expressed support for the growth of the sustainability-linked bond market and noted efforts to standardise these instruments. 
The company highlighted increasing activity in the blue economy sector*, while recognising the challenges in sourcing suitable 
projects. AB discussed strategies to encourage further issuance, including reverse enquiries and sharing feedback on completed 
deals. AB intends to continue working with Morgan Stanley and to monitor further developments in ESG-labelled bond 
transactions.

* The “Blue Economy” is defined as “the set of environmentally and socially sustainable commercial activities, products, services, and 
investments dependent on and impacting coastal and marine resources”.

Alliance Bernstein engaged with Simon Property Group to encourage improved ESG disclosure and board refreshment, supporting 
better governance and oversight of sustainability issues.
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Metrics & targets
The Trustee has chosen key metrics that are important in the 
pension scheme’s investment decision-making. These measures 
are used to assess, manage and disclose the climate risk that the 
Scheme faces and they align with the Trustee’s current strategy 
and goals. However, these measures may change over time to 
reflect the evolving best practices in this area.

The information and data available in relation to monitoring the 
metrics below is not always available in the quantity or quality 
desired. For instance, there may be a lack of scope 3 emissions 
information and gaps in the data for certain asset classes (as 
described in the coverage section below), although this should 
improve over time. Additionally, the methods used to calculate 
the metrics are still developing, so there are limitations on what 
the Trustee can calculate and the accuracy of these calculations.

Principal Target

The Trustee’s primary target is to reach a net zero portfolio  
by 2050, with an interim target of a 27% scope 1 and 2 carbon 
footprint reduction by 2031, against a 2021 baseline. More 
information on the scope of assets included is set out in  
the Appendix.

Currently the Scheme is ahead of the interim target, reflecting 
a notable reduction in both absolute emissions and carbon 
intensity over the year. This progress has been driven by lower 
exposure to high-emitting sectors—particularly Utilities and 
Energy—and an increased allocation to sectors and regions with 
lower carbon intensity. The Scheme continues to monitor and 
adjust its portfolio to maintain this positive trajectory and remain 
on target for its 2050 net zero goal.

Compared to last year, scope 1 and 2 absolute emissions for the portfolio have decreased from 50,073 tCO₂ to 45,519 tCO.  
This improvement is primarily due to a reduction in exposure to high-emitting sectors, notably Utilities and Energy, and a greater 
allocation to sectors with lower carbon intensity. These changes reflect ongoing efforts to optimise the portfolio’s carbon profile  
in line with the Scheme’s net zero target, alongside other Scheme objectives.

The biggest improvement had been on the proportion of green assets, for which the target of 1% has been successfully achieved.  
This increase is mainly due to new investments in the Infrastructure Fund, which amounted to £30m. In 2024, the Trustee also  
approved to invest in Next Energy solar energy, for which the Scheme’s first investment was made in June 2024.

Key target metrics
In line with recommendations from the DWP, the Scheme monitors 4 key metrics, as described in the table below. The 
Method for deriving each metric is included below.

Evoliution of the carbon footprint by enterprise value
Expressed in tC0₂e/€M invested | Scope 1+2

Metric Type Metric Description

Absolute Emissions metric Carbon Emission Greenhouse gas emissions from the operations that are owned or 
controlled by the company and greenhouse gas emissions from direct 
supplies. This is expressed as tonnes of carbon dioxide equivalents 
(CO2e) whereby each gas is weighted in terms of the amount of CO2 that 
would create the same amount of warming. This is calculated following 
the guidance provided by the Greenhouse Gas Protocol.

Emissions Intensity metric Carbon Footprint Total carbon emissions for the portfolio normalised by the market value 
of the portfolio. This metric is expressed in tonnes CO2 e/€M invested.

Non-Emissions-based 
metric

Green investment The proportion of assets classified as “green” based on the definition 
set out in the methodology notes below

Portfolio Alignment metric Implied Temperature 
rise and Warming 
Potential

The implied temperature rise estimates the global implied temperature 
rise in 2050 if the whole economy had the same carbon budget over/-
undershoot level as the Scheme’s portfolio. This covers corporate bonds 
and equities. The warming potential is similar, looking at countries as a 
whole and therefore used as a measure for sovereign debt.

The Scheme’s metrics at 31 March 2025 are shown in the table below, with previous year values shown for comparison purposes.

*Absolute Emissions Metric *Emissions Intensity Metric Non-emissions based 
metric

Portfolio Aligntment Metric

Carbon Emission1 Carbon Footprint Green Investment Warming Potential2 
(°C)-Sovereign Debt

Implied Temperature 
Rise3 (°C)-Corporate 

bonds & EquitiesScope 1+2 Scope 3 Scope 1+2 Scope 3

2025 45,519
TCO2

Portfolio Coverage 
72% (+3pts vs 2024)

459,668
TCO2

Portfolio 
Coverage 63% 

49
TCO2 €mn EV

(-21% vs 2021)
Portfolio 

Coverage 72% 
(+3pts vs 2024)

565
TCO2 €mn EV

Portfolio 
Coverage 63% 

1.6% 
aggregate exposure

(>1%)

1.7°C

Portfolio Coverage 97% 

(-1pts vs 2024)

24°C

Portfolio Coverage 72% 

(+9pts vs 2024)

2024 50,073
TCO2

53
TCO2 €mn EV

1.4% 
aggregate exposure

1.8°C 2.3°C

2023 54,356
TCO2

57
TCO2 €mn EV

0.3% 
aggregate exposure

1.7°C 2.6°C

2022 52,876
TCO2

60
TCO2 €mn EV

0.4% 
aggregate exposure

1.7°C
2.1°C including Corporate Debt

N/A

2021 63,286
TCO2

62
TCO2 €mn EV

0.1% 
aggregate exposure

1.7°C
1.9°C including Corporate Debt

N/A

Primary 
Target

Monitoring Net zero 
emissions by 
2050, with a 

27% reduction 
target by 2031 
(compared to 
2021 levels).

Target a green investment 
exposure of 1% in line with 

the UN PRI by 2025

Target 1.5°C by 2050

1 Referring to absolute carbon emissions pro-rated per AXA UK Pension Scheme’s holidings, expressed in T.eq.C02 as defined on page 34. 2 Referring to the contribution to global warming, 
expressed in °C as defined on page 34. 3 Referring to implied Temperate Rise, expressed in °C as defined on page 34.

*All the figures are based on the latest methodological updates validated in 2023, which have been retro-active until FY’19.

*Emissions Intensity (Carbon Footprint by EVIC) is defined as the GHG emissions of Scope 1&2, divided by the Enterprise Value Including Cash (EVIC). It is expressed in tons of C02 equivalent by 
EUR million (tCo2e/m€). Corporates GHG emissions of Scope 3 are currently not taken into account for data quality reasons. The portfolio carbon intensity is computed as the average of this 
corporate’s Carbon Intensity, weighted by the market value of our assets.

The EVIC is computed as follows:

EVIC = Market Capitalization (at December 31st) // Total Common Equity is used if the Market Capitalization is not available.
+ Total Debt (in nominal value, at end of the fiscal year)
+ Minority Interest (in nominal value, at end of the fiscal year)
+ Preferred Equity (in nominal value, at end of the fiscal year)
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Additional metric - Environmental score
Additionally, the Trustee also evaluates an environmental score. With assistance from AXA IM, this scoring method rates issuers based on 
environmental criteria (corporates, sovereigns, green, social, and sustainability bonds). 

These methods rely on quantitative data from various sources and are obtained from non-financial information published by issuers, 
NGOs, publications, as well as internal and external data sources. The environmental score is a ranking out of 10, so the higher the score, 
the better the environmental credentials of the portfolio. 

These environmental scores consider controversies, which account for an issuer’s involvement in environmental-related incidents. This 
can override the quantitative analysis of an environmental score if such incidents are frequent or extremely severe. A low environmental 
score may not fully represent the environmental situation of an issuer at a particular time. In this case, the Trustee relies on a qualitative 
analysis by the Scheme’s investment managers. The Trustee continues to refine its approach to monitoring environmental data and 
scoring methodology. 

In 2025 the environmental score of the portfolio improved to 7.2, up from 6.9 last year. This improvement was mainly driven by higher 
environmental scores across several key mandates, including Real Estate Loans, Global Securitised Credit, and increased allocation to 
assets with stronger environmental credentials. By reducing exposure to lower-scoring investments and increasing allocation to those 
with higher scores, the Scheme has continued to strengthen its overall environmental impact.

Historical environmental scores to 31 March 2025

Coverage
The relevance of any metric depends on the coverage, transparency, and quality of the underlying information. While not the main 
measure, the Trustee aims to show the proportion of the portfolio for which high-quality data is available by evaluating the coverage 
ratio for the entire portfolio and within asset classes. 

In the future, as data quality improves, this measure can be expanded by breaking down portfolio-specific data into sub-categories, 
based on the robustness of the information provided. This is a key area where AXA UK GPSM, on behalf of the Trustee, is working to 
make improvements in the coming years. 

The Trustee understands the crucial role of accurate data in their climate strategy. AXA UK GPSM engages continually with the 
Scheme’s data providers to expand the scope of the Scheme’s data coverage. Over 2025, the coverage of assets for which the Scheme 
calculates and reports carbon emissions has improved by 3% reaching 72% of listed corporate debt. The reported carbon footprint 
figures—calculated by Enterprise Value / Absolute Emissions (Scope 1 & 2)—are based solely on this covered portion of the portfolio.

Comparison on portfolio exposure vs data coverage as at 31 March 2025

Scheme’s Assset Allocation

As at 31 March 2025, carbon emissions data for scope 1 and 2 is available for 79% of Scheme assets (across listed corporate debt and 
equity, real estate equity, direct infrastructure debt and equity, and sovereign debt), while scope 3 emissions coverage is currently 51% 
for these asset classes. For the purpose of this report, the metrics are based only on assets for which data is available.

The Trustee will continue to engage with its managers that were unable to supply emissions data for this analysis, with the assistance 
of AXA UK GPSM, noting the nature of the Scheme’s assets may restrict the ability to obtain improved data. The Trustee also anticipates 
that in the future, better information will be available on an industry-wide standard, especially for illiquid assets such as Alternative 
investments and Property.

Portfolio Coverage by Asset Class
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Exposure to government securities
 The Trustee tracks several metrics both including and excluding government securities. The environmental score improves when 
LDI4 assets (primarily UK Gilts and Cash) are included, as these assets have some of the highest environmental ratings in the portfolio. 
Conversely, the percentage of green assets decreases with LDI included, as the LDI portfolio does not currently contain assets 
recognised as green investments. For carbon emissions, the Trustee now includes absolute emissions for government bond holdings, 
calculated based on each country’s domestic Scope 1 emissions, excluding land use, land-use change and forestry (LULUCF5), in line 
with PCAF and NZAOA guidance. Emissions associated with cash holdings are already captured through the corporate emissions metric. 
This approach ensures that the principal components of the LDI portfolio are reflected in our emissions reporting.

The table below displays how metrics vary depending on whether LDI is included or excluded from the analysis.

Biodiversity
Measuring AXA UK GROUP PENSION SCHEME’s 
nature‑related potential impacts and dependencies

In its ongoing effort to assess and disclose the potential impacts 
and dependencies on nature of its invested assets, AXA UK 
Pension Scheme follows AXA’s sectoral approach based on the 
data of ENCORE (Exploring Natural Capital Opportunities, Risks 
and Exposure) and focused on listed equity and corporate debt 
investments6.

Due to the absence or lack of information reported directly by 
listed companies, AXA relies on sector‑level data to establish a first 
assessment of its indirect potential impacts and dependencies on 
nature and ecosystem services as an investor.

ENCORE7 is a knowledge base that helps organisations explore 
their exposure to nature‑related risk and take the first steps to 
understand their dependencies and impacts on nature. 

It contains the materiality rating of 25 dependencies and 13 
pressures across 271 granular sectors, which have been mapped 
with the most granular level of AXA's sector classification.

To assess the potential impacts and the dependencies of the 
listed corporate debt and equity portfolio, AXA has restricted 
its analysis to seven pressures and six ecosystem services, as  
detailed in the following two tables. These subsets were defined 
to ensure readability and data quality. AXA selected pressures and 
services for which ENCORE has enough data on the links between 
them and a sector, in other words those on which ENCORE has 
higher confidence

4 Only physical assets are included in the calculation of the environmental score and carbon metrics. Swaps and other derivative instruments are excluded from these assessments. The Scheme’s exposure to swaps is reported 
separately in the investment portfolio.
5 LULUCF stands for Land Use, Land-Use Change and Forestry, which refers to greenhouse gas emissions and removals resulting from direct human-induced land use such as deforestation, reforestation, and other changes in 
land cover.

6 Representing 26% of AXA UK GROUP PENSION SCHEME

7 https://encorenature.org

Non-Emissions-Based Metric *Absolute Emissions Metric Portfolio Aligntment Metric

Environmental 
score

Exclusions Green 
Investments

Carbon Emissions5

(TCO2) - Listed corporate debt & equity, 
real estate equity and direct infra debt 

& equity

GHG Emissions
(TCO2) - 

Sovereign Debt

Warming 
Potential6

(°C) - Sovereign 
Debt

*Implied Temperature 
Rise7

(°C) - Corporate bonds & 
Equities

Scope 1+2 Scope 37 Scope 1

Including 
LDI

7.2
Portfolio 

Coverage 82%
(-6pts vs 2024)

<0.2% 
aggregate 
exposure

1.6% 
aggregate 
exposure

54,324
TCO2

Portfolio Coverage 
57% 

(-2pts vs 2024)

480,336
TCO2

Portfolio Coverage 
51% 

76,624
TCO2

Portfolio 
Coverage 99% 

1.7°C
Portfolio Coverage 

97%
(+0pts vs 2024)

2.4°C
Portfolio Coverage 66%

(+3pts vs 2024)

Excluding 
LDI

6.8
Portfolio 

Coverage 82%

(-6pts vs 2024)

<0.3% 
aggregate 
exposure

2.0% 
aggregate 
exposure

54,324
TCO2

Portfolio Coverage 
57% 

(-2pts vs 2024)

480,336
TCO2

Portfolio Coverage 
51% 

Not Applicable Not Applicable 2.4°C
Portfolio Coverage 66%

(+3pts vs 2024)

• Absolute Emissions (tCO₂): The absolute emissions figures (Scopes 1+2 and Scope 3) are reported for listed corporate debt & equity, 
real estate equity and direct infra debt &equity,  and, in line with the latest PCAF and NZAOA guidance, now also for sovereign bonds 
(such as UK Gilts) based on each country’s domestic Scope 1 emissions (excluding land use, land-use change and forestry).

• Portfolio Coverage: Coverage percentages indicate the proportion of the portfolio for which data is available for each metric. These 
figures may vary between metrics due to differences in data availability and methodology.

• Ongoing developments: The Trustee is monitoring industry developments regarding the measurement of absolute emissions for 
sovereign bonds. If robust and comparable methodologies become available, we will consider incorporating them into future reports.

*Data only applicable on Corporate bonds

ENCORE Pressures

Used by AXA for impact assessment Not retained by AXA for impact assessment

Pollution • disturbances (e.g. noise, light)
• emissions of nonGHG pollutants
• emissions of toxic soil and water pollutants

• emission of nutrient soil and water pollutants

Water and marine resources • volume of water use • area of seabed use area of freshwater use

Nature ecosystems • area of land use emissions of GHG • introduction of invasive species

Resources and circular economy • generation and release of solid waste • other biotic resource extraction (e.g. fish, timber) other abiotic 
resource extraction

ENCORE ecosystem services

Used by AXA for impact assessment Not retained by AXA for impact assessment

Pollution • air filtration
• noise attenuation
• soil quality regulation
• mediation of sensory impacts

Water and marine resources • water supply
• flood control

• water flow regulation
• rainfall pattern regulation
• water purification

Nature ecosystems • storm mitigation • genetic material
• biological control
• biomass provisioning
• nursery population and habitation 
• maintenance
• pollination
• dilution by atmosphere and ecosystems
• visual amenity services
• animal‑based energy

Resources and circular economy • soil and sediment retention • solid waste remediation

Transversal • global climate regulation
• local (micro and meso) climate regulation

• spiritual, artistic and symbolic services
• education, scientific and research services
• recreation related services
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Biodiversity (continued)
The indicators that the Scheme discloses are the percentage of its listed portfolio invested in sectors which are highly or very highly 
impacting or depending on nature through at least one of the seven selected pressures or six selected ecosystem services, respectively.

The Trustee monitors how the Scheme’s investments might affect nature (potential impacts) and how much the Scheme relies on 
natural resources and ecosystem services (potential dependencies). This analysis is based on the ENCORE tool, which uses sector-level 
data to estimate how different industries interact with the environment.

What are potential impacts?

Potential impacts refer to the parts of the Scheme’s investment portfolio that are in sectors which can significantly harm nature.  
For example, industries that can cause pollution, deforestation, or heavy water use are considered as having a high potential  
impact on nature.

What are potential dependencies?

Potential dependencies show how much the Scheme’s investments rely on nature’s services, such as water supply, flood control,  
or clean air. Sectors that depend heavily on these natural benefits are considered as having a high potential dependency.

Our Scheme’s results (as at December 2024):

• Potential impacts: 15% of the AXA UK Group Pension Scheme’s listed corporate debt and equity portfolio is invested in sectors 
assessed as having a high or very high potential to adversely impact nature.

• Potential dependencies: 27% of the Scheme’s listed corporate debt and equity portfolio is in sectors that are highly8  
or very highly dependent on at least one key ecosystem service.

How does the Trustee use this information?

In response to these findings, the Trustee is actively engaging with investment managers to understand how they consider nature-
related risks and dependencies in their investment and stewardship decisions. The Trustee also asks for greater transparency  
and specific actions from managers, especially for companies in sectors identified as high impact or highly dependent on nature.

The Trustee continues to monitor developments in industry standards, such as recommendations from the Taskforce on  
Nature-related Financial Disclosures (TNFD), and will incorporate these into future reports and policies as appropriate.

A note on data:

These percentages are based on the listed corporate debt and equity holdings of the AXA UK Group Pension Scheme, including financial 
companies. The ENCORE tool focuses on direct impacts and dependencies from companies’ own operations, so indirect effects—
especially from financial firms—may not be fully captured.

A diversity of climate-related metrics and providers
The Trustee recognises the need for a variety of climate-related data providers to ensure transparency and coverage of the portfolio.  
The Trustee has collaborated with AXA to identify a combination of data and relevant benchmarks to help disclose these metrics. 

Data is currently provided quarterly, and the Trustee acknowledges that this data is still developing. Therefore, while the overall trend 
of the scores gives insights into the climate risks associated with the Scheme, comparing year-on-year metrics directly must consider 
changes in coverage and methodologies over time.

8 ENCORE materiality ratings use a five‑point rating scale of Very High (VH), High (H), Medium (M), Low (L) and Very Low (VL). They are designed for comparison of materiality across the entire economy, not within a specific sector. 
Each materiality rating is based on a set of quantitative or qualitative indicators. In some cases, a blended approach was adopted, with a combination of quantitative and a qualitative assessment of pressures and dependencies. 
Where there was suitable quantitative data available, use of quantitative indicators was prioritised

This report highlights the Trustee’s ongoing dedication to understanding climate-related risks and opportunities and, 
where appropriate, including such factors in the Trustee's governance and decision making. It also highlights the areas 
that require ongoing attention. 

The Trustee Board is pleased with the progress made, remains optimistic about the future and looks forward to the 
opportunities presented by global advances in decarbonisation efforts. The Trustee, however, acknowledges that the 
progress of the global energy transition is currently behind the most ambitious goals of the Paris Agreement, meaning 
that limiting temperature rise to 1.5°C (i.e., net zero by 2050) is increasingly unlikely. The Scheme’s continued progress 
against its climate targets is dependent on policy support and the success of the transition in the real economy. 

As research in this area progresses, with the help of advisors, the Trustee expects to find ways to speed up the 
Scheme’s transition to a more sustainable approach, ensuring the security of members' benefits.

Looking forward

The benefits provided by the Scheme are governed by the Scheme’s Trust Deed and Rules (copies of which are available on 
request). Nothing in this Report confers any right to benefits and in the event of any inconsistency between this Report and the Trust 
Deed and Rules, the Trust Deed and Rules will prevail. This Report does not constitute legal advice or financial advice and should 
not be relied upon as such. The description of legislation in this Report is intended as a basic guide only, not a comprehensive or 
exhaustive guide to the legislation.
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Appendix – metrics methodology notes 
Carbon emissions and intensity 
The Trustee considers the portfolio's carbon emissions using both absolute calculations (as a headline figure) and emissions intensity 
metrics. The Trustee calculates and monitors Scope 1, 2, and upstream Scope 3 emissions, as defined below, for investments held 
across the Scheme’s investment portfolio, where the necessary data can be collected: 

• Scope 1 emissions: all direct emissions from the activities of an entity or the activities under its control. For example,  
the fuel combustion used to run delivery vehicles across the country.

• Scope 2 emissions: indirect emissions from electricity purchased and used by an entity, which are created during the production  
of energy which the entity uses. For example, lighting and heating in retail stores.

• Scope 3 emissions: all indirect emissions from the activities of the entity, other than Scope 2 emissions, which occur from sources 
that the entity does not directly control. Upstream scope 3 emissions refer to indirect greenhouse gas emissions associated 
with activities earlier in the supply chain, such as sourcing raw materials, extraction, production, and transportation of goods. 
Downstream scope 3 emissions refer to indirect emissions associated with activities later in the supply chain such as product 
distribution, marketing and sales.

The Trustee considers the following metrics in relation to carbon emissions:

• Absolute emissions – Greenhouse gas emissions from the operations that are owned or controlled by the company and greenhouse 
gas emissions from direct supplies. This is expressed as tonnes of carbon dioxide equivalents (CO2e) whereby each gas is weighted 
in terms of the amount of CO2 that would create the same amount of warming. This is calculated following the guidance provided 
by the Greenhouse Gas Protocol. 

• Carbon Footprint – Total carbon emissions for the portfolio normalised by the market value of the portfolio. This metric  
is expressed in tonnes CO2 e/€M invested. 

Carbon footprint by revenue – Environmental KPI provided by Trucost S&P. The amount of carbon dioxide released into the atmosphere 
per millions $ of revenue. It is expressed in CO2 tonnes per millions $ revenue. This is monitored as an additional emissions intensity 
metric to aid the Trustee’s decision-making.

Green investment
Green investment involves investing in companies or activities that follow environmentally friendly business practices and conserve 
natural resources. The Trustee uses a strict definition across various asset classes that sets minimum standards for what qualifies as 
green. This is measured as a percentage of total assets.

To classify investments as green, the Scheme currently uses the following criteria:

• Green bonds: The green bonds that the Scheme invests in are independently labelled based on Bloomberg’s Green Bond Indicator 
(DT607). Bloomberg’s definition of what qualifies as a market-accepted green bond is based on the 2021 edition of the Green Bond 
Principles (GBP) published by the International Capital Market Association (ICMA). Bloomberg requires the use-of-proceeds to 
align with GBP to be eligible for the green bond designation. This field indicates if the net proceeds of the bonds go towards green 
projects or activities that promote climate change mitigation or adaptation, or other environmental purposes.

• Infrastructure: Investments in infrastructure equity include assets that comply with the green sectoral classification defined by the 
Climate Bonds Initiative.

• Impact investments: Investments in the AXA IM’s Impact Funds target climate impacts with clearly defined KPIs, and in forests with 
FSC or PEFC certification.

• Real estate: AXA Group’s definition, which is limited to assets with a very high level of environmental certification and a minimum 
Energy Performance Certificate (EPC) rating of “B” or equivalent.

Warming potential and Implied Temperature Rise
Warming Potential

The Trustee uses Beyond Ratings methodology to compute the warming potential using the following four steps: 

1) Project emissions based on policy commitments. 

Future Greenhouse Gas (GHG) emissions are projected following three different scenarios that reflect different levels of national 
commitments and policies. This results in a range of plausible emissions trajectories, from more optimistic Net-Zero targets to the 
more pessimistic business-as-usual scenarios. 

2) Estimate a country’s annual “carbon budget” in line with a given temperature rise scenario. 

The global GHG budget is the amount of cumulative GHG emissions that would limit global warming to a given level. 

Each country’s share of this global budget is estimated using Beyond Ratings CLAIM internal model. The carbon budget for 
each country is representing the maximum quantity of greenhouse gases it can emit while remaining aligned with a specific 
temperature limitation objective, such as a 2°C increase. Then, it is compared to the projected GHG emissions. 

3) Calculate the difference between a country’s carbon budget and its projected emissions. 

This difference is referred to as the emission’s gap. The gap is calculated for each of the three projected emissions scenarios. 

4) Calculate the associated end-of-the-century global temperature rise. 

The assumption is made that all countries, in relative terms, overshoot or undershoot their carbon budget to the same extent. 
Based on that, the associated end-of-the-century global temperature rise is calculated. 

Implied Temperature Rise (ITR)

To obtain an ITR at the company level for a specific temperature scenario, the general idea is to calculate the difference between the 
company's projected emissions and the individual carbon budget which is attributed to this company from the global economy carbon 
budget. This difference is known as the “carbon budget overshoot”. To do so, the ITR model estimates companies' future emissions 
through 2050 by considering their current level of emissions and their reported emissions-reduction targets. 

After the carbon budget overshoot is known, it has to be converted to a temperature using the science-based TCRE (Transient Climate 
Response to Cumulative Emissions). The ITR at the company level is then calculated using the following formula:

Company ITR = 1.55°C + Relative Carbon Budget Overshoot × Global Budget × TCRE factor

With the TCRE factor given as 0.00045°C/GtCO2e and the global budget value relative to the year on which the company’s data are 
available. 

The ITR model, which has been updated in 2024, considers: 

• The remaining carbon budget to keep global warming well below +1.55°C by 2050, 

• The amount of greenhouse gas emissions a company can emit (across Scopes 1, 2, and 3) to stay within these limits.

At a portfolio level, the ownership is calculated at first. The ownership ratio corresponds to the amount invested in a company divided 
by the Enterprise Value Including Cash (EVIC). Then, the relative carbon budget overshoot is obtained by summing up the ownership 
ratio multiplied by the difference between the projected emissions and the carbon budget for each company. Finally, the portfolio-level 
ITR is calculated using the same formula as for the company-level ITR.
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Scope of metrics
The table below outlines the data that is included within each metric and the date of inclusion in the metric calculations.

Asset class Provider What is measured? Target/
Monitoring

Reporting 
March 2022

Reporting 
March 2023

Reporting 
March 2023

Reporting 
March 2023

Sovereign debt Contribution to global 
warming expressed in C.

Target: 1.5°C by 2050 Dec-2021 Dec-2022 Dec-2023 Dec-2024

Corporate debt & 
equity

Contribution to global 
warming expressed in C.

N/A* Dec-2022 Dec-2023 Dec-2024

Corporate debt & 
equity

Carbon footprint of AXA UK 
PGS's portfolios, expressed in 
T.eq.CO2/$m of revenues 

Monitoring Mar-2022 Mar-2023 Mar-2024 Mar-2025

EV-based carbon footprint 
of AXA UK GPS's portfolio, 
expressed in T.eq.CO2/EV €m 
(normalised per Enterprise 
Value)

Interim Target: -27% 
by 2031

Dec-2021 Dec-2022 Mar-2024 Mar-2025

Absolute carbon emissions 
pro-rated per AXA UK GPS's 
holdings, expressed in T.eq.
CO2

Monitoring Dec-2021 Dec-2022 Mar-2024 Mar-2025

Real estate 
equity, direct 
infra debt & 
equity

EVIC-based carbon footprint 
of AXA UK GPS's portfolios, 
expressed in T.eq.CO2/ 
€m EVIC (normalised per 
Enterprise Value including 
cash). Financed emissions 
of AXA UK GPS's holdings, 
expressed in T.eq.CO2

Monitoring Dec-2023 Dec-2024

Sovereign debt Production emissions per 
Purchase Power Party (PPP) 
- adjusted GDP, expressed in 
T.eq.CO2/$m GDP

Monitoring Mar-2022 Mar-2023 Mar-2024 Mar-2025

Sovereign debt, 
corporate debt & 
equity

Monitoring Mar-2022 Mar-2023 Mar-2024 Mar-2025

Sovereign debt, 
corporate debt, 
equity & real 
asset

Environmental score ranging 
from 0-10 to rate issuers on 
ESG Criteria, is calculated 
using AXA IM methodology.

Target: Maintain 
or Improve Score 
compared to 2019 
Levels

Mar-2021 Mar-2022 Mar-2024 Mar-2025

Sovereign debt, 
corporate debt, 
equity & real 
asset

Exposure to Green 
Investment, expressed in 
% of the total AXA UK GPS's 
assets

Target: 1% by 2025 N/A* Mar-2022 Mar-2024 Mar-2025

Corporate debt & 
Equity

Exposure to Coal, Oil & Gas 
sector and unconventional 
Oil & Gas, expressed in £mn 
and in % of the total AXA UK 
GPS's assets

Monitoring N/A* Mar-2022 Mar-2024 Mar-2025

Corporate debt & 
Equity

Corporate biodiversity 
footprint, expressed in km2 
.MSA/€m

Monitoring N/A* Dec-2022 Dec-2023 Dec-2024

*Please note that some parameters of the Warming Potential models are the carbon emissions, which are used with a one-year 
lag. Aggregate metrics have been reported, rather than metrics at an asset level, as in the Trustee’s view these are more meaningful 
in relation to the Scheme.

**Data available from FY 2021 onwards based on the Implied Temperature Rise methodology applied on Corporate bond & 
Equities asset class

Biodiversity
The United Nations Convention on Biological Diversity (1992) (CBD) is an international treaty which entered into force on 29 
December 1993 with three main objectives:

1) The conservation of biological diversity (i.e., the variety of living things found on Earth);

2) The sustainable use of the components of biological diversity; and

3) The fair and equitable sharing of the benefits arising out of the use of genetic resources. 

In December 2022 at the Conference of the Parties (COP15) in Montreal, parties to the CBD adopted the Kunming Montreal Global 
Biodiversity Framework (“Framework”). 

The Framework includes 23 new targets (the “Targets”). Not all the Targets are quantitative, and ongoing work is necessary to 
translate them into quantifiable and standardised objects for implementation by governments and eventually voluntary adoption 
by non-state actors (including the private sector).

The Trustee is committed to understanding and managing the Scheme’s impact on nature and biodiversity. Biodiversity refers to 
the variety of living organisms and the ecosystems that support them.

How do we measure this?

The Scheme now uses the ENCORE tool (Exploring Natural Capital Opportunities, Risks and Exposure) to assess both the potential 
negative impacts of our investments on biodiversity and their dependence on natural services, such as clean water or healthy soils. 
ENCORE provides a sector-based analysis and is now the standard approach for AXA Group, having replaced earlier methodologies 
such as Mean Species Abundance (MSA) and the Corporate Biodiversity Footprint (CBF), which are no longer reported due to their 
complexity and difficulties in interpretation.

Why have we changed approach?

The decision not to report MSA or CBF results is due to their limited interpretability and reliance on complex, proprietary 
methodologies. ENCORE offers a clearer, more transparent, and comparable way to assess both impact and dependency on 
biodiversity at the portfolio level.

How does the Trustee use this information?

The Trustee uses these insights to engage with investment managers, encouraging them to consider nature-related risks and 
opportunities in investment and stewardship decisions. Managers are asked for greater transparency and action, particularly for 
companies in high-impact or high-dependency sectors.

The Trustee will continue to monitor developments in industry standards, such as the Taskforce on Nature-related Financial 
Disclosures (TNFD), and update reporting and policies as best practice evolves.

A note on data:

The ENCORE analysis is based on sector-level data and focuses on direct impacts and dependencies. Indirect effects, particularly 
from financial sector holdings, may not be fully captured. The figures provided include financial companies for consistency across 
the Scheme.
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CvaR Methodology
Climate VaR (CvaR) is the ratio between the net present value of future cashflows and the current company valuation. It is 
expressed as a negative number, representing the potential maximum loss for a company under a specific climate scenario. 
Physical Climate VaR metric assesses the level of exposure and vulnerability of companies to increasingly frequent and severe 
extreme weather events. This metric combines chronic climate risks, which refer to long-term shifts in climate patterns such as 
extreme heat, extreme cold, heavy precipitation, heavy snowfall and strong winds, and acute climate risks, which refer to event-
driven physical risks such as coastal flooding, river flooding, tropical cyclone, low river flows and wildfires. This metric thus 
evaluates the potential economic losses in a changing climate environment based on a given climate scenario. The main challenge 
when applying the Physical Risk metric lies in capturing all possible extreme weather events. In addition, this metric focuses  
only on the assets owned by a particular company, as identified by MSCI, and does not account for the sustainability  
of the infrastructure, grids and other necessary components that enable assets to operate and generate revenue for the company. 

These scenarios are derived from the Network for Greening the Financial System (NGFS) research. The NGFS scenarios are 
recognized by central banks and market supervisors, making them a credible reference in the field. A selection of five NGFS 
scenarios have been made to cover a spectrum of temperature increases ranging from +1.5C to +3C by 2100. These NGFS scenarios 
also consider two distinct approaches to transitioning to a lower carbon economy: an orderly transition and a disorderly transition. 
Three of the five scenarios have been used for the Scheme analysis. 

DISCLAIMER
Forward-looking statements

This report may include statements with respect to future events, trends, plans, expectations or objectives and other forward-
looking statements (including in relation to the AXA Group). 

Forward-looking statements are based on current views and assumptions and, by nature, involve known and unknown risks 
and uncertainties. Therefore, undue reliance should not be placed on them. In particular, there can be no assurances that 
sustainability-related plans, objectives or targets will be achieved in whole or in part, or, even if achieved, within the time periods 
indicated. 

Sustainability-related plans, objectives and targets (whether those of the Trustee or the AXA Group) are subject to a number of 
factors, risks and uncertainties (many of which are outside of the relevant entity's control).

No obligation is assumed by the Trustee (or AXA UK GPSM, or the AXA Group) to publicly update or revise any of these forward-
looking statements, except as may be required by applicable laws and regulations. 

The Trustee (and, where relevant, the AXA Group) reserves the right to amend the data presented in this report, from time to time, 
without notice and without explanation. 

Non-financial metrics

This report refers to certain non-financial metrics (which may include, for example, ESG scores, key performance indicators, 
controversy scores, climate or sustainability-related metrics and benchmarks, including carbon intensity, as well as other non-
financial data), which are subject to measurement uncertainties resulting from limitations inherent in the nature and the methods 
used to determine them. 

The measurement of the non-financial metrics disclosed in this report has not been validated by an external body. Non-financial 
metrics used herein generally have no standardised meaning and may not be comparable to similarly labelled measures used by 
others. 

The determination and use of non-financial metrics and data remains subject to the limited availability (and/or accuracy and 
completeness) of relevant data. For example, challenges remain in relation to the availability and reliability of data relating to 
Scope 3 emissions. Some of the non-financial metrics are based on historical data, which may be incomplete or inaccurate.

Non-financial factors potentially uncaptured

The ESG, sustainability and other processes and methodologies used by the Trustee, AXA UK GPSM, and/or the AXA Group, 
may not necessarily capture all non-financial risks and, as a result, the assessment of the impact of investment decisions on 
sustainability factors may not be accurate, or unforeseen sustainability events could adversely affect the performance of the 
investment portfolio. 

Accuracy of third-party sources

This report may include or refer to information obtained from, or established on the basis of, various third-party sources (including, 
but not limited to, third-party benchmarks and indices). Such information may not have been reviewed by the Trustee (or AXA UK 
GPSM, or the AXA Group) or independently verified. No responsibility or liability is accepted by the Trustee (or AXA UK GPSM, or the 
AXA Group) as to the accuracy or completeness of such information.

Scenario Name MSCI Name Comments


