Focus theme strategy
Climate

Why climate?
ACTIAM’s objective is to help create a world worth living in by pursuing a responsible investment policy. In the
coming decades, we will face a number of major challenges. Global population growth and greater prosperity are
putting our planet under increasing pressure. This means that problems such as climate change, food and water
shortages, social issues in the supply chain and poverty now have added urgency. In view of these developments
and their impact on our investments, ACTIAM has chosen three focus themes as the basis for a proactive
approach, i.e. climate, water and land. The aim is to avoid risks to our investments while at the same time
actively helping to build the future as we see it, that is, a world worth living in where people are able to meet
their basic needs. Fulfilment of this goal should continue even after 2030, the target year for the UN Sustainable
Development Goals.
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WHAT IS THE PROBLEM?
Greenhouse gases play a central role in studies on and debate about climate change. A surplus of these gases
(caused by human activities) produces an enhanced greenhouse effect as more and more heat is trapped, thereby
bringing about climate change. Examples of the impacts of climate change are rising sea levels, more extreme
weather events, increasing drought and a climate more conducive to plagues. In short, these are major
challenges to the natural environment and the habitability of our planet.
To address this problem, we will have to adopt a different approach to our raw materials and greatly reduce
greenhouse gas emissions. That is why 196 parties to the UN Framework Convention on Climate Change (UNFCCC)
met in Paris in December 2015 for the 21st Conference of the Parties (COP). The result of the meeting was the
adoption of the Paris Agreement, in which the countries concerned agreed that the average global temperature
should not rise by more than 2 degrees Celsius above pre-industrial levels and that efforts should be made to
limit the increase to 1.5 degrees Celsius. The solutions mainly take the form of policy measures, energy saving
through behavioural change and technological advances that enhance industry sustainability (breakthrough
technologies).
Climate change is also closely connected with ACTIAM’s other focus themes: water and land. This covers both the
causes and the consequences. Agriculture, for instance, has carbon-intensive segments such as livestock farming,
which brings with it the problem of manure production and storage. Large-scale deforestation is also contributing
to the climate problem. These industries, for their part, are sensitive to the consequences of climate change:
extreme weather poses a risk to crops and hence to food security. And effective water management becomes
even more important in areas affected by (extreme) drought caused by climate change. Where two or more of
these themes are relevant to companies with which we are in dialogue, we opt for an integrated approach.
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WHY IS THIS RELEVANT TO INVESTORS?
Besides posing a risk to habitability, climate change constitutes a financial risk for investors. Examples of risks
are damage to crops or buildings, law suits against companies and changes to laws and regulations with which
companies fail to comply in time. Responding to expected changes in climate, markets and legislation can help
investors avoid financial setbacks. Yet the developments also provide opportunities for companies that offer
solutions to these problems.
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ACTIAM'S POSITION AND OBJECTIVES IN RELATION TO CLIMATE CHANGE
ACTIAM wants to help build a world that is worth living in, now and in the future. That is why we signed the Paris
Pledge for Action in December 2015, thereby undertaking to help achieve the objectives of the Paris Agreement.
This means that we take a critical look at investments. Through these investments, we can contribute – on behalf
of our clients – to the transition to a low-carbon economy and thus mitigate the risks described above. We seek to
reduce the carbon intensity1 of our investments by using the different instruments we have at our disposal as an
investor. Our guiding principles here are that the polluter pays and that frontrunners are rewarded.

3.1

REDUCTION TARGETS
ACTIAM bases the reduction targets for its investments on the Climate Change 2014: mitigation of climate
change report of the Intergovernmental Panel on Climate Change (IPCC). According to this report, greenhouse
1

In measuring carbon intensity, ACTIAM looks at CO2 equivalents, which means that greenhouse gas emissions are converted into CO2 in order to
arrive at a single indicator.
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gases must be reduced by between 40% and 70% from 2010 levels in order to achieve the ‘2-degree scenario’
in 2050 in a cost-effective manner.
We need to make quick improvements in our energy efficiency as well as more rapidly scaling up the low-carbon
energy supply worldwide. Another important factor is land use, e.g. the growth of bioenergy production,
afforestation and reduced deforestation. Delaying such measures will merely increase the costs in the medium
and long term.
To achieve the necessary reduction in carbon emissions, ACTIAM has set itself the target of reducing the carbon
intensity of all investments by at least 25% in 2025 and by at least 40% in 2040 compared to 2010. This goal
applies to all investments. However, the instruments ACTIAM can use to reduce carbon emissions vary according
to the asset class. As a result, we expect the different asset classes to help to a varying extent in achieving the
goal. For more information about how ACTIAM measures the carbon footprint, click here.
4

STRATEGY AND INSTRUMENTS FOR ACHIEVING OUR AMBITIONS

4.1

ACTIVE OWNERSHIP
Active ownership is an important strategy for ACTIAM. This means that we engage in a dialogue with investee
companies to promote behavioural change and that we vote at general meetings of shareholders. By adopting this
policy of active ownership, we set out to challenge companies to:

■
■
■

Integrate the risks and opportunities of climate change in their business practices and be transparent about
this;
implement specific, measurable and time-bound carbon reduction measures, in line with the objectives of
the Paris Agreement;
introduce breakthrough technologies that help resolve the climate problem.

For a more detailed description of our expectations for the companies in which we invest, we refer to various
position papers, including the voting policy and the strategy for shareholder engagement.
Our focus
As an investor, ACTIAM has various instruments at its disposal for achieving a lower carbon footprint. These are
explained below. For some instruments, such as engagement, it is necessary to choose a focus since ACTIAM
cannot maintain a dialogue with all companies simultaneously. To decide on this focus, we have looked at the
following criteria:

■
■
■

Does the asset class or sector have a high carbon intensity?
Does ACTIAM have investments in this asset class or sector?
Can influence be exerted on the entities in which ACTIAM invests?

On the basis of this analysis, ACTIAM has decided to focus on companies in the following sectors: energy, utilities,
commodities and the food, beverage and tobacco sector. Within these sectors, we make a selection of industries
or individual companies that are exposed to climate change risks. For the purposes of engagement, ACTIAM will
examine the four pillars that are necessary to achieve the objectives of the Climate Agreement, i.e. energy
transition, energy efficiency, a reduction in greenhouse gas emissions from sources other than fossil fuels, and
inground or underground carbon storage.
4.2

ESG INTEGRATION
ACTIAM gives an ESG (Environmental/Social/Governance) score to all companies and government bonds in which
it invests. This score is made up of various indicators and shows the sustainability of a company or country (e.g.
its policy, behaviour and product). This also takes account of the carbon intensity of sectors and the climate
change policy and behaviour of companies. This is how we integrate information about sustainability into the
investment process in a structural manner. It has been decided with respect to a number of active portfolios that
is the ESG score should be as high as possible, but at least higher than the benchmark. The poorer a company’s
score, the less chance that ACTIAM will invest in it. The following factors are also relevant to these portfolios:
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4.3

■

ACTIAM rewards initiative. We do so by awarding a bonus on the ESG score to companies that contribute to
solving the climate problem. As the portfolio has an ESG score target, this bonus makes it more attractive to
invest in these companies. Examples include companies facilitating renewable energy (e.g. companies that
manufacture wind turbine products or generate power from renewable sources) or achieve energy savings
(e.g. energy-efficient transport and housing, industrial energy-saving or the application of smart ICT).

■

ACTIAM actively invests in green bonds. Similar to companies that help to solve the climate problem, green
bonds are awarded a bonus on their ESG score. For more information about ACTIAM’s strategy for green
bonds, click here.

EXCLUSION
ACTIAM uses exclusion as a last resort. After all, by excluding certain companies, we may reduce the carbon
footprint of our own portfolio, but not the actual level of global carbon emissions. We would prefer to bring
about behavioural change. Nonetheless, exclusion is an instrument we sometimes use if companies are reluctant
to engage in dialogue and, even after repeated urging, fail to take steps to reduce their impact on the climate.
The criteria for responsive engagement, and for exclusion if engagement fails, have been laid down in our
Fundamental Investment Principles and the energy transition policy.

4.4

PARTNERSHIPS
Where possible, ACTIAM teams up with other investors and organisations to achieve its goals. Examples include
letters sent to Ministers of the G7 and G20 calling for an ambitious climate policy, engagements performed with a
group of investors, and the Platform Carbon Accounting Financials (PCAF) in which ACTIAM participates with a
view to improving the method of measuring the carbon footprint of investments.

5

PLANNING
A start has already been made on some of the measures to reduce our impact on the climate, including
responsive engagements in the field of the energy transition (aimed at the energy sector and electricity
companies). We are also involved in a collaborativeengagement to encourage companies to be transparent about
their carbon emissions. This initiative focuses on companies that are estimated to have a high level of carbon
emissions, but are insufficiently transparent about them. Other initiatives were already under way, e.g. an
engagement with car manufacturers to cut their carbon emissions. In our ESG report on the second quarter of
2016, we reported on what steps have been taken in the area of climate change.
Other aspects of our strategy involve a review of our voting policy and the setting up engagements within the
commodities sector and the food, beverage and tobacco sector. These will focus mainly on energy efficiency and
limiting greenhouse gas emissions from sources other than fossil fuels. Within the context of the Platform for
Carbon Accounting Financials (PCAF), we will also continue working on the harmonisation of methodologies.
Finally, we will regularly review our strategy and goals and discuss the ambitions of the parties to the Climate
Agreement (Intended Nationally Determined Contributions or INDCs) every five years.
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Disclaimer
ACTIAM N.V. endeavours to supply accurate and up-to-date information from sources deemed to be reliable. However,
ACTIAM N.V. cannot guarantee the accuracy and completeness of the information contained in this presentation
and/or this document, referred to below as ‘the Information’. The Information may contain technical or editorial
inaccuracies or typographical errors. ACTIAM N.V. gives no express or implied guarantees that the Information
contained in this presentation and/or this document is accurate, complete or up to date.
ACTIAM N.V. is not obliged to update or correct errors or inaccuracies in the Information. The Information is based on
historical data and is not a reliable basis for predicting future values or equity prices. The Information is similar to,
but possibly not identical to, the information used by ACTIAM N.V. for internal purposes. ACTIAM N.V. does not
guarantee that the quantitative yields or other results from the Information will be the same as the potential yields
and results according to ACTIAM N.V.’s own price models. Comments about risks pertaining to any Information should
not be regarded as a complete disclosure of all relevant risks. The Information should not be interpreted by the
recipient as business, financial, investment, hedging, commercial, legal, regulatory, tax or accounting advice. The
recipient of the Information is personally responsible for the way in which the Information is used. Decisions made on
the basis of the Information are at the expense and risk of the recipient. Accordingly, the recipient cannot derive any
legal rights from the Information.

