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This report from Legal & General has been produced in line with recommendations from the Task Force on Climate-
Related Financial Disclosures (TCFD). The first section of the report helps us to measure and manage the impact of our 
investments on the environment. The second section helps us to understand the risks and opportunities that climate change 
may have on your pension. 

Section 1 – Emissions and climate data for L&G PMC Future World Annuity Aware 3

This section of the report contains data for carbon dioxide (CO2) emissions, and other greenhouse gases (GHGs), that when emitted 
into the atmosphere are responsible for the greenhouse effect (global warming) on the planet. Carbon dioxide equivalent (CO2e) is a 
standard way to compare the emissions of different greenhouse gases. The choice of this metric and the below measurement and 
scenarios follows best practice recommendations from the TCFD.  ​

Please refer to the ‘how we measure and calculate’ section for more details on the metrics below. We aim to use language that’s easy 
to understand. Where we’ve had to use terms that you may not be familiar with we’ve provided definitions. The terms will be highlighted 
in brown and an explanation of their meaning can be found in the ‘terms explained’ section.​

To provide context for the below metrics, 1 tonne of CO2e approximately represents:

Return flight from London to 
New York
Source: Planetair travel calculator

138 meat-based meals
Source: Carbon equity

To capture 1 tonne of CO2 approximately 
50 trees must grow for one year
Source: Climate Neutral Group

Scope 1 emissions

Scope 2 emissions

Total scope 1 & 2 carbon emissions

These are greenhouse gas emissions owned and controlled directly 
by the companies that the Fund invests in. For example, emissions 
through company vehicles, company office space and equipment, 
and the energy used in production of goods or services. 

These are emissions that the companies, which the Fund invests in, 
make indirectly via consumption of purchased heat, steam or 
electricity, all of which are produced on its behalf and owned by 
another.

The total greenhouse gas/carbon emissions of the Fund, 
in tonnes of CO2e. It includes Scope 1 and Scope 2 emissions.​

4,698
Metric tonnes CO2e | Asset coverage: 41%

965
Metric tonnes CO2e | Asset coverage: 41%

5,663
Metric tonnes CO2e | Asset coverage: 41%

2023 metric figure = 4,430          
2023 asset coverage = 41%   

23/24 difference = 268
23/24 difference = 0%

2022 metric figure = 4,346          
2022 asset coverage = 42%   

22/23 difference = 84
22/23 difference = -1%

2023 metric figure = 1,119       
2023 asset coverage = 41%   

2023 metric figure = 5,548        
2023 asset coverage = 41%   

23/24 difference = -154
23/24 difference = 0%

23/24 difference = 115 
23/24 difference = 0%

2022 metric figure = 1,261          
2022 asset coverage = 42%   

2022 metric figure = 5,607          
2022 asset coverage = 42%   

22/23 difference = -142 
22/23 difference = -1%

22/23 difference = -59 
22/23 difference = -1%

Fund Corporate BondWorkplace
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Scope 3 emissions

Weighted average carbon
intensity (WACI)

Carbon footprint

Implied temperature alignment

Climate value at risk

Includes all other indirect CO2e emissions, not included in Scope 2, that occur in a 
company’s value chain. This means the emissions that are generated before or after 
a company’s operations. Scope 3 emissions are not directly owned or controlled by 
the company. For example, the business travel undertaken by employees, or when 
a company uses and disposes of products from other suppliers.

Weighted average carbon intensity is a standard measurement to 
understand emissions after adjusting for the size of a company. This 
metric portrays the amount of carbon produced relative to the 
varying sizes of companies held within the Fund.​

A carbon footprint demonstrates activities that result in greenhouse 
gas emissions.  This metric highlights the Fund’s carbon footprint 
relative to activities and market value.​

This is the suggested global climate temperature outcome the Fund is 
compatible with, by the year 2100. The approach reflects the link 
between companies’ carbon emissions and global warming outcomes. 
The Paris Climate Agreement aims to limit global warming to well-
below 2°C, ideally 1.5°C.​

This metric aims to analyse the impact of climate change on the present market value 
of financial assets, under the assumption that it is unlikely climate risks are properly 
priced into markets today. The metric assesses the potential financial losses that a 
fund could incur because of climate change and policy, through things like carbon 
pricing and changes in economic productivity. The metric shows the potential risk 
under a 1.5°C scenario where net zero CO2 emissions are achieved around 2050.

66,480
Metric tonnes CO2e
Asset coverage: 41%

118
Metric tonnes CO2e per £1m of 
company revenue
Asset coverage: 87%

66
Metric tonnes CO2e per £1m of 
our investment
Asset coverage: 80%

2.0°C
Asset coverage: 80%

-1.23%
Asset coverage: 71%

2023 metric figure = -1.25%     
2023 asset coverage = 72%    

2023 metric figure = 53,318      
2023 asset coverage = 41%    

23/24 difference = 13,162 
23/24 difference = 0%

2023 metric figure = 2.1°C         
2023 asset coverage = 79%   

23/24 difference = -0.1 
23/24 difference = 1%

2022 metric figure = 2.1°C        
2022 asset coverage = 73%   

23/24 difference = 0.0 
23/24 difference = 6%

2023 metric figure = 65          
2023 asset coverage = 76%   

23/24 difference = 1 
23/24 difference = 4%

2022 metric figure = 68         
2022 asset coverage = 74%   

22/23 difference = -3 
22/23 difference = 2%

2023 metric figure = 135         
2023 asset coverage = 83%   

23/24 difference = -17
23/24 difference = 4%

2022 metric figure = 139          
2022 asset coverage = 76%   

22/23 difference = -4 
22/23 difference = 7%

23/24 difference = 0.02%
23/24 difference = 0%
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Assets that are measured for climate reporting​
Pension money can be invested in one or more funds containing one or more asset classes. Asset classes include things like equities 
(company shares), bonds (loans to governments and companies), property and cash. Assets can only be measured for climate 
reporting where relevant and where sufficient climate data is available to do so. ​

​Therefore according to data availability the asset classes measured are:​

• Equities and corporate bonds for the ‘total carbon emissions’, ‘scope 1 emissions’, 'scope 2 emissions’ and 'scope 3 emissions'.​
• Equities, corporate bonds and government (sovereign) bonds for ‘weighted average carbon intensity’, ‘carbon footprint’ and ‘implied temperature 

alignment’.​

However, some equities or bonds may not be included where meaningful data can’t be provided or where they are not included in the 
asset mix of the fund. Whilst some metrics measure the same assets, the data availability may vary per metric. The asset coverage 
figures provided in the metrics, on the previous page, show the percentage of assets that provided meaningful data and are eligible 
for this type of climate reporting. The data is sourced and provided by L&G.

​How we calculate: Total carbon emissions​

Total including Scope 1 and 2 emissions. We measure this for companies that we hold within a fund’s asset mix, 
through bonds and/or equities. It is based on the share of emissions we will hold in a particular company through 
the amount of investment held. This is done by calculating the company’s overall emission total against the 
percentage share we have in that company as part of a fund’s holdings. The amount of carbon dioxide equivalent 
(CO2e) calculated per company is then combined into an overall total for the percentage of eligible assets. This 
includes scope 1 and scope 2 emissions only. Scope 3 emissions are distinct and separate, and as such we do not 
combine Scope 3 with Scope 1 & 2 emissions. 

How we calculate: Scope 1 emissions​

By using the same calculation method for total carbon emissions, we measure this for the proportion of companies 
that we hold within a fund’s asset mix, through bonds and/or equities, for their scope 1 emissions.

How we calculate: Scope 2 emissions​

By using the same calculation method for total carbon emissions, we measure this for the proportion of companies 
that we hold within a fund’s asset mix, through bonds and/or equities, for their scope 2 emissions.

How we calculate: Scope 3 emissions​

Measured for companies that we hold within a fund’s asset mix, through bonds and/or equities. It is based on the 
share of emissions we will hold in a particular company through the amount of investment held. 
This is done by calculating the company’s overall emission total against the percentage share we have in that 
company as part of a fund’s holdings. The amount of carbon dioxide equivalent (CO2e) calculated per company is 
then combined into an overall total for the percentage of eligible assets. 
Data quality for Scope 3 emissions can be hampered by poor disclosure and a lack of consistency in the 
measurement across companies.
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How we calculate: Weighted average carbon intensity (WACI)​

We measure a tonne of carbon dioxide equivalent (CO2e) emissions per £1million revenue (income generated from 
company as sourced in year-end financial statements). The overall total is a weighted average of all companies 
and sovereigns (various types of bonds, which are long and short term loans to local and national governments)  
included within a fund. WACI gives an emissions intensity metric based on the amount of carbon produced for each 
£1m of revenue generated by the companies invested in.​

How we calculate: Carbon footprint​

To calculate the carbon footprint associated with this Fund, we take the ‘total carbon emissions’ figure (which 
includes data on carbon emissions from a company's operations and purchased energy) and calculate a weighted 
average against the overall market value of all companies and sovereigns (various types of bonds, which are long 
and short term loans to local and national governments) within a fund.  This is a way to measure emissions relative 
to market size. Carbon footprint also acts as an emissions intensity metric, which is the volume of emissions 
(metric tonne of carbon dioxide, CO2e) per £1million of enterprise value. By looking at an intensity value you can 
adjust for the size of a fund to compare the funded emissions for different fund sizes.

How we calculate: Implied temperature alignment​

Based on a combination of historical and forward-looking data, activities and targets, a score is calculated for each 
of the underlying equities, corporate bonds and sovereign/government bonds held within a fund, then combined to 
give the implied temperature alignment of the overall fund.​

How we calculate: Climate value at risk (CVaR)

Climate scenario modelling is used to help quantify the expected potential loss to each fund or lifestyle profile 
under different climate pathways. The CVaR metric assesses the change in value if markets fully priced today the 
future climate risk for relevant companies, in present value terms of a scenario where global temperature increases 
are kept to 1.5°C by 2100. This scenario would require immediate, highly ambitious action to address climate 
change.

Under this condition, the climate modelling translates a company’s income and balance sheet information and 
calculations into security valuation impacts and overall fund level impacts. A security can include equities (shares in 
companies) or bonds (loans to business and governments). 

The CVaR metric is from a forward-looking methodology based on various assumptions, approximations and data 
sources which are subject to change. This brings unknown risks, uncertainties and limitations in the
methodology and data used. It is therefore provided for illustrative purposes only.
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Terms explained

CO2e​
CO2 stands for carbon dioxide. The ‘e’ stands for equivalent. CO2e is a metric that allows comparison of emissions from various 
greenhouse gases to the equivalent measure of carbon dioxide.​

Asset coverage 
The percentage of the fund’s asset classes that were measured. The asset classes that can be measured are equities (company 
shares) and government and corporate bonds. Some funds may include one or more of these asset types. ​

Paris Climate Agreement​
To address global warming, the international climate change treaty, the Paris Climate Agreement, aims to limit and hold the world’s 
average temperature rise to well-below 2°C (ideally 1.5°C) by the year 2100. Currently, the Earth is already about 1.1°C warmer 
than it was in the late 1800s (pre-industrial). ​

For context, global stock markets imply an average temperature rise of 2.95°C. This is according to the Science-Based Targets 
initiative (SBTi) ‘Taking the Temperature’ report: SBTi-TakingtheTemperatureReport2021.pdf (sciencebasedtargets.org)

Weighted average 
A weighted average accounts for the relative importance and size of the different assets that are included. We will hold varying 
levels of assets within a fund, for example we may hold more shares in one company over another. We use a weighted average to 
allow for the different importance of the carbon data for assets according to size held, based on the market value at the reporting 
date. This weighted average paints a clearer picture than an equally split average would. ​​

Carbon pricing​
A carbon price is the price that a company would have to pay for each tonne of CO2e emitted.​

https://sciencebasedtargets.org/resources/files/SBTi-TakingtheTemperatureReport2021.pdf
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To address global warming, the international climate change treaty, the Paris Climate Agreement, aims to limit 
and hold the world’s average temperature rise to well-below 2°C (ideally 1.5°C) by the year 2100. Currently, the 
Earth is already about 1.1°C warmer than it was in the late 1800s. ​

To help achieve this, the aim is to achieve net zero carbon emissions globally by 2050. Net zero means cutting 
carbon dioxide (CO2) to as close to zero as possible, with remaining emissions re-absorbed or removed from 
the atmosphere, by oceans, forests or carbon capture technology for instance. At the same time, it also 
requires deep reductions in other greenhouse gases, particularly methane.​

This means that we need to move to an economy built on sustainable actions that result in less environmental 
impact, known as transitioning to a low-carbon economy. This will bring associated transition risks and 
opportunities. In addition to ongoing risks from the changes in extreme weather events, a successful 
adjustment will involve significant changes to climate-related policy, regulations and law, use of technology, 
and business and government strategies. ​

Depending on how well businesses and governments transition, this will have a ripple effect on areas like 
reputation and trust, business and market performance, supply and demand of materials and goods.​

Against this backdrop, the following scenario analysis, based on climate scenario modelling from L&G, helps us to explore a range of 
possible climate futures and understand the potential climate-related risks for this asset class. This section relates to this asset class 
and is not just applicable to the named fund in this report.

We consider three temperature scenarios for this assessment as shown in the following pages. The scenarios have a forecast time 
horizon to 2050, with narratives defined by their probable temperature outcome in 2100 (compared to pre-industrial temperatures in 
the 1800s). These are possible pathways, rather than predictions or probabilities. They are an exercise in what could happen, not in 
predicting what will happen. ​

Scenario analysis is provided for the representative asset class based on the dominant proportion of assets - Corporate Bonds, 
Equity, Sovereign Bonds and Multi-Asset. Cash, Derivatives and Private Equity do not have scenario analysis detail at this time.

Opportunities​

​While we have identified potential risks, companies and governments that 
can effectively plan and participate in the move to a more sustainable 
economy over the next 10 years - creating a decade of delivery – can 
also create opportunities. These opportunities are mostly associated with 
low-carbon technologies, such as renewables and electric vehicles (EV), 
driving higher demand for key critical minerals. There are also long-term 
opportunities in technology innovation such as carbon capture and 
storage and hydrogen, owing to decisive and transparent policy changes 
in the orderly and disorderly scenarios. In the hotworld scenario where 
risks are significant, climate adaptation services may be an opportunity 
but won't counteract the effects of climate inaction.
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World Meteorological Organization. Information and data as at 10th January, 2025.
https://wmo.int/news/media-centre/wmo-confirms-2024-warmest-year-record-about-155degc-above-pre-industrial-level

https://wmo.int/news/media-centre/wmo-confirms-2024-warmest-year-record-about-155degc-above-pre-industrial-level
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WELL-BELOW 2°C​​ ORDERLY TRANSITION SCENARIO​

Immediate, ambitious policy and investment action to address climate change succeeds in limiting global 
warming to well-below 2°C, although warming will most likely exceed 1.5°C.

POTENTIAL RISKS POTENTIAL FINANCIAL IMPACTS

• Expected significant climate policy change that 
would likely result in company earnings both 
upward and downward.

• Low likelihood of financial risk from climate-related 
technological change, market demand and 
movement or reputational factors for corporate 
bonds over the short term.

• Extreme weather events happen more frequently 
and have more serious impacts.

• Some but limited negative impact on global 
corporate bonds.

• Climate-related policy further accelerates.
• Carbon prices significantly rise across the globe.
• Failure to adapt to technological change and 

transform business models accordingly.
• Demand for fossil fuels may reduce.
• Companies may face reputational risk from their 

inaction and continued contribution to global 
warming.

• More and worsening extreme weather events. 

• Use of carbon pricing for high emissions or 
subsidies for low emissions.

• Bond values, especially of high-emitting sectors 
such as utilities and industrials, are at risk of 
squeezed margins and asset stranding.

• Within the next decade, successful legal cases 
over large corporates' past emissions may have 
financial impact on those involved.

• Fossil fuel producers may start to see their credit 
ratings fall, possibly to sub-investment grade, with 
some impact on global corporate bond portfolios. 

• Carbon prices continue to rise.
• Failure to adapt to technological change and 

transform business models accordingly.
• Demand and supply for key raw materials may be 

mismatched going forward. 
• A large drop in demand for fossil fuels, especially 

coal and oil.
• Long-term climate shifts (heat stress, rising sea 

levels, weather changes) threaten profitability.
• Potential migration, social unrest, health impacts, 

and other social issues.

• Upfront costs for low-carbon technologies are 
significant but lower than full carbon price.

• Emissions-intensive companies that fail to adopt 
low-carbon technology alternatives are likely to 
suffer significant losses, and may be out-priced by 
their better-prepared competitors.

• Limited impact on portfolios, especially those with 
companies in temperate climates (found between 
tropical and polar regions). 

Short Term:
1-3 years

Medium Term: 
4-10 years

Long Term: over 
10 years

Climate-Related Financial Disclosures Report
L&G PMC Future World Annuity Aware 3
Fund Code: NEN3

31 December 2024

Section 2 – Climate scenario and risk analysis: Corporate Bond



This document is for pension scheme members

 DELAYED BELOW 2°C​​ DISORDERLY TRANSITION SCENARIO​

Policy and investment action to limit global warming to well-below 2°C is delayed to 2030, resulting in 
much more disruptive change. Warming will most likely exceed 1.5°C.

POTENTIAL RISKS POTENTIAL FINANCIAL IMPACTS

• Low likelihood of financial risk from climate-related 
policy and legal challenge, technological change, 
market demand and movement or reputational 
factors for corporate bonds over the short term. 

• Extreme weather events happen more frequently 
and have more serious impacts.

• Low financial risk over the short term for corporate 
bonds. 

Short Term: 
1-3 years

Medium Term: 
4-10 years

• Likelihood of rapid and disruptive climate policy 
implementation.

• Failure to adapt to technological change and 
transform business models accordingly. 

• Carbon prices may be rapidly increased.
• Possibly significant social pressure on 

policymakers as more and worsening extreme 
weather events are felt and observed.

• Limited financial risk exposure for global corporate 
bonds.

• Sudden adjustments to bond valuations.
• Higher risk of asset stranding, low profits, or 

bankruptcy for high-emission companies.
• Legal cases over past emissions may impact 

finances, but risk is lower without new policies.
• Negative impacts on credit ratings, with fossil fuel 

producers' credit ratings falling.
• Disruptive policy changes could cause 

macroeconomic risks (lower GDP, higher inflation) 
affecting financial performance.

Long Term: 
over 10 years

• Failure to adapt to technological change and 
transform business models accordingly.

• Demand and supply for key raw materials may be 
mismatched going forward.

• A large drop in demand for fossil fuels, especially 
coal and oil.

• Extreme weather events become more frequent, 
severe and unpredictable.

• Potential migration from at-risk regions, social 
unrest, adverse health impacts and other social 
problems.

    

• Rapid, disruptive carbon pricing increases.
• Upfront costs for low-carbon technologies are 

significant but lower than full carbon price.
• Emissions-intensive companies not adopting low-

carbon tech may face losses and be out-priced.
• Delayed action and competition for critical minerals 

negatively impact valuations.
• Limited impact on portfolios, especially those with 

companies in temperate climates (found between 
tropical and polar regions). 
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HOTHOUSE WORLD INACTION SCENARIO​

  Global inaction on climate change means emissions continue to grow at historical rates, likely resulting 
in 3-4°C of warming by 2100.

POTENTIAL RISKS POTENTIAL FINANCIAL IMPACTS

• Low likelihood of financial risk from climate-related 
policy and legal challenge, technological change, 
market demand and movement or reputational 
factors for corporate bonds over the short term. 

• Extreme weather events happen more frequently 
and have more serious impacts.

• Low financial risk over the short term for corporate 
bonds. 

• Little policy risk for global corporate bonds over the 
medium term.

• Emission-intensive companies may face 
reputational risk from their inaction and contribution 
to continued global warming, or their handling of 
climate-related risks (such as through lack of 
adaptation).

• More and worsening extreme weather events. 

• Successful legal cases over large corporates' past 
emissions may have financial impact on those 
involved. However, risk is lower than in an 'orderly 
transition' scenario due to lack of new policy action.

• Unlikely material impact on bond valuations in the 
medium term.

• A reputational risk posed to companies for 
inadequate climate-related action. However, the 
impact should be small for corporate bonds.

• Emissions-intensive companies may lose their 
social license to operate.

• More frequent and hot extremes, marine 
heatwaves, heavy precipitation, droughts and 
tropical cyclones. 

• Potential for migration from at-risk regions, social 
unrest, adverse health impacts and other social   
problems.

• Upfront costs for low-carbon technologies, are 
significant but lower than full carbon price.

• Potentially large financial impacts due to extreme 
weather events in the long term.

• Some geographies may be 'uninsurable' due to 
future climate uncertainty, and some productive 
assets may be written off. 

Short Term: 
1-3 years

Medium Term: 
4-10 years

Long Term: 
over 10 years
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Terms explained​
Carbon pricing​
A carbon price is the price that a company would have to pay for each tonne of CO2e emitted.​

Stranded assets​
This means an asset (such as a coal-fired power plant) that once had value or produced income but no longer does. This is usually due to 
some kind of external change, including changes in technology, markets, regulations and societal behaviours.  ​

Low-carbon technologies​
These are technologies that produce low levels of CO2 emissions, or no net emissions. Examples include ​wind turbines, solar power, ground 
source heat pumps. ​

More information on our approach to climate risk management, governance and strategy, within pension funds is 
available in the supporting Legal & General entity report section of our website legalandgeneral.com/tcfd

Legal & General (Portfolio Management Services) Limited: Registered in England and Wales No. 02457525 We are authorised and regulated by 
the Financial Conduct Authority. 
Legal & General Assurance Society Limited: Registered in England and Wales No. 00166055 We are authorised by the Prudential Regulation 
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. 
Registered office for both companies: One Coleman Street, London EC2R 5AA
D100600 | DC003992 | 06/25
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