
Your guide to Climate-related 
Disclosure Reports

A Simple Guide to Climate Metrics
Our report uses globally accepted carbon metrics to show 
the potential impact of your investment portfolio on climate 
change. This data covers three investment categories: Equities 
and Corporate Bonds, Real Estate (property) and Sovereigns 
(excluding Sub-sovereigns and Supranationals).

The reports provide greenhouse gas (GHG) emissions numbers 
in tonnes of carbon dioxide equivalent (tCO2e), certain data in 
percentages and asset holdings in £ sterling.

When thinking about the carbon emissions an investee 
company, or asset, is responsible for, GHG emissions are divided 
into three types: Scope 1, Scope 2 and Scope 3 GHG Emissions. 
This year, we’re publishing numbers for Scope 1 and Scope 2 
GHG Emissions. We will add Scope 3 GHG Emissions next year.

What are Scope 1, 2 and 3 GHG Emissions?
They’re different categories of greenhouse gas (GHG) emissions 
that a company may be responsible for.

Scope 1: direct emissions from sources that are owned or 
controlled by the company, for example its own factories, 
vehicles, or the energy it produces.

Scope 2: indirect emissions fromthe energy a company has 
bought, like electricity, steam, heating and cooling systems.

Scope 3: all other indirect emissions that occur in a company’s 
business activities. This might be fromthe goods and services 
it buys, employeectravel, waste disposal, or customers using a 
company’s products.

In simple terms, Scope 1 are the emissions that the company 
produces directly, Scope 2 comes from the energy the company 
purchases and Scope 3 is caused by the company’s activities, but 
not directly produced by the company.

Scope 3 emissions aren’t yet widely reported and even when 
they are, companies rarely provide comprehensive reporting 
across all Scope 3 categories – they typically select a few relevant 
categories where they have the ability to measure the emissions. 
This means that Scope 3 data includes a fair level of estimation 
and modelling right now. It should improve as more companies 
start reporting this category.

GHG Emissions for Countries
Countries (sovereigns) could follow a similar approach, but 
account for either production or consumption emissions.

Production emissions: cover emissions generated when a 
country manufactures goods and services, including domestic 
consumption and exports.

Consumption emissions: cover the emissions related to 
domestic consumption and imports.

Currently we use production emissions, as the data is more 
robust and comprehensive.

The purpose of this guide is to help you better understand the information in
our Climate-related Disclosure Reports.
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Total Greenhouse Gas (GHG) Emissions
Carbon dioxide (CO2) is the biggest driver of climate change. 
Yetmethane (CH4) and other greenhouse gases also have a 
significant impact.

The Kyoto Protocol identified seven greenhouse gases which 
trap heat in the atmosphere and contribute to global warming.
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Greenhouse gases each have different warming effects. We use 
the metric measure CO2e as a simple number that represents all 
greenhouse gases. This means converting amounts of the other 
six gases to the equivalent amount of carbon dioxide with the 
same global warming potential.

GHG emissions are an absolute measure. This means the size 
of a company or investment fund can affect the final number. 
For example, a fund with £1bn of assets may have higher 
emissions than one with £1m of assets. However, emission levels 
depend on factors like company activities, the energy efficiency 
of buildings and the size and type of a country’s economic 
activities.

For example, solar and wind power and driving an electric car 
are zero-emission activities. That’s why our Climate-related 
Disclosure Reports have data about the value of assets under 
management and information about industry and sector 
exposure.

The reports show the level of Financed Emissions. This 
represents the amount of a company, property or country’s 
absolute GHG emissions attributed to an investment, based on 
their holding.

These are:
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Carbon Intensity Metrics

Economic Carbon Intensity
We also report ‘Economic Carbon Intensity’, sometimes referred 
to as ‘Carbon Footprint’. This measures the financed emissions 
per million US dollars invested. In simple terms, it measures the 
‘carbon efficiency’ of an investment.

For companies, this can also be expressed as total GHG 
emissions per million US dollars of enterprise value, including 
cash (EVIC). This means what’s attributed to the investor (or 
fund) is the amount invested relative to EVIC multiplied by the 
company’s emissions. Divide this by the amount invested and 
you’ll get the intensity metric.

A lower number means the investment is producing more 
value with lower emissions – in other words, a smaller carbon 
footprint. This is useful when comparing investments of different 
sizes.

Note that EVIC data is standardised and provided in millions of 
US dollars. However, our fund values are reported in Sterling GBP.

Sovereign Carbon Intensity
Sovereign Carbon Intensity can be used to compare the carbon 
efficiency of different economies. It’s calculated by dividing the 
country’s total production of GHG emissions by its purchasing 
power parity (PPP) adjusted gross domestic product (GDP). 
These two terms are explained in the glossary at the end.

High sovereign carbon intensity indicates that a country is 
emitting a high level of GHG per unit of economic output. These 
countries will likely have high carbon-intensity production 
activities and rely on fossil fuels for their energy. High sovereign 
carbon intensity is also linked to low GDP, such as in developing 
countries. This should be considered when interpreting intensity 
figures.

Low sovereign carbon intensity indicates that a country is 
emitting a low level of GHG per unit of economic output. Lower 
intensity may be due to climate change policies, such as carbon 
prices and regulations to decarbonise energy grids. These 
countries may also rely on low-carbon energy, such as Norway’s 
hydropower or Iceland’s geothermal energy.

Weighted Average Carbon Intensity by Revenue
Weighted Average Carbon Intensity (WACI) by Revenue is another 
measure of the carbon intensity of businesses.

This metric is calculated by dividing the carbon emissions of 
portfolio companies by their revenues, relative to their weight in 
the portfolio.

Many financial services companies, including benchmark 
providers, use WACI to compare portfolios of Equities and 
Corporate Bonds.

The metric captures the different carbon characteristics of 
companies and the sectors they operate in. This matters because 
some sectors, especially utilities, energy and materials, are 
significantly more carbon-intensive than others, like healthcare 
and information technology.

Note that revenue is standardised and provided in millions of US 
dollars. However, our fund values are reported in pound sterling.
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About the numbers

Assets Under Management Coverage
GHG emissions data is not always available and methodologies 
don’t yet exist for all asset classes (e.g. cash). That’s why our 
financed emissions calculations cover the percentage of assets 
held by your investment portfolio.

If you have investments in categories without GHG emissions 
data, or an agreed methodology for calculating financed 
emissions, this will be reflected in your Assets Under 
Management (AUM) coverage.

We expect coverage to increase year-on-year as new 
methodologies are agreed and the supporting data becomes 
more reliable.

Asset Class Coverage
The credibility of our calculations is dependent on the availability 
and quality of the supporting data.

There is good availability of data for listed companies (Equities 
and Corporate debt) and this is reflected in the high data 
coverage scores. Higher data coverage means there are more 
reference points to check quality.

The good news is, we expect coverage values and data quality to 
increase year-on-year.

Understanding Zeroes and Dashes
Sometimes a zero in the pound sterling column is worth more. 
This is because we show pounds as millions to 2 decimal places, 
so £100,000 would show as 0.10; £10,000 as 0.01 and £1,000 
as 0.00.

A dash ‘–’ in the table columns means we had no information 
to report on. This may be because our data providers weren’t 
able to provide the information, the investment portfolio has 
no investment in an asset class, or it holds assets in less than 3 
Global Industry Classification Standard (GICS) Sectors.

Carbon Metrics for Real Estate
We plan to provide financed emissions data for direct Real Estate 
investments next year.

We’ve focused on equities, corporate bonds and sovereigns in 
this first set of fund reports because they represent the greatest 
share of assets under management. Equities and corporate 
bonds also link the metrics disclosure with commentary on 
relevant industry sectors and show how they might be affected 
by climate change under different scenarios.

AV920522_IN90174_0623.indd   4AV920522_IN90174_0623.indd   4 26/06/2023   09:5426/06/2023   09:54



5

Glossary

Asset Allocation
The process of dividing an investment portfolio among different
asset classes (such as stocks, bonds and cash) based on an
investor’s goals, risk tolerance and timescale. Asset allocation 
is a key strategy for managing risk and optimising investment 
returns.

Corporate Bonds
A bond is a debt obligation, like an IOU. Investors who buy
corporate bonds are lending money to the company issuing the
bond. 

In return, the company makes a legal commitment to pay 
interest on the amount invested and, in most cases, to return the 
amount invested when the bond comes due, ormatures.

Default Arrangement
A default arrangement is the default investment option for
members of a workplace pension scheme who do not make an
active investment choice. 

In the UK, default investment options must meet certain 
requirements set by the government, such as a cap on charges 
and a focus on long-terminvestment strategies.

Enterprise Value Including Cash (EVIC)
Enterprise Value Including Cash (EVIC) is the total value of 
a company, including its cash and cash equivalents, but 
excluding its debt. It’s a measure of a company’s total value, 
including its ability to generate cash. To calculate it, add the 
market capitalisation of a company, the market capitalisation 
of preferred shares and the book values of total debt and 
minorities’ interests, without deducting cash or cash equivalents.

Equities
Equities is another name for shares issued by companies.  
Buying a share is like buying a tiny piece of a company. If the 
value of the company goes up, so does your share. If it goes
down, so does your share.

Global Industry Classification Standard (GICS)
A system for categorising companies into sectors and subsectors
based on their primary business activities. The GICS is used by 
financial analysts and investors to compare companies within 
the same industry sector.

Gross Domestic Product (GDP)
Gross domestic product is the total value of all goods and 
services produced in a country during a specified period of time, 
usually one year. It’s used to estimate the size of an economy and 
its growth rate.

For example, if a country produces 100 cars and each car is sold 
for $10,000, then the GDP of that country would be $1,000,000.

Kyoto Protocol
The Kyoto Protocol was an international treaty, signed in 1997, 
that aimed to reduce carbon dioxide (CO2) emissions and other
greenhouse gases (GHG’s).

Network for Greening the Financial System (NGFS)
A group of central banks and financial supervisors from around 
the world that work together to promote sustainable finance and
combat climate change.

The NGFS aims to identify and manage the financial risks
associated with climate change and to mobilise finance for the
transition to a low-carbon economy.

Purchasing Power Parity (PPP)
Purchasing power parity (PPP) is a way to compare the value of
goods and services between countries. It’s based on the idea that
the same goods should cost the same in different countries.

PPP is calculated by comparing the prices of a basket of local 
and international goods and services in different countries.  
The prices are then converted into a common currency to make 
the comparison.

For example, if a basket of goods costs $100 in the US and the 
same basket of goods costs €80 in Europe then the exchange rate 
between the US dollar and the euro should be $1.25 per euro.

Qualifying Scheme
A pension scheme that meets certain criteria set by the UK 
government to qualify for tax benefits.

To be considered a qualifying pension scheme, the scheme must 
meet requirements related to contribution limits, vesting rules 
and other factors.

Real Estate
In the context of our climate reports, Real Estate refers to 
property.

Properties are physical assets.

They’re different from financial assets like equities or corporate 
bonds, which are pieces of paper that represent ownership in a 
company or a loan to a company.

Revenue
Revenue is the money generated from normal business 
operations. It’s calculated by multiplying the average sales price 
by the number of units sold.

It’s the top line (or gross income) figure from which costs are 
subtracted to determine net income.
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Need this in a different format?
Please get in touch if you’d prefer this Climate-related 
Disclosure report in large font, braille, or as audio

How to contact us 
 0800 068 6800

 contactus@aviva.com

 aviva.co.uk

Glossary

Sector
A sector is an area of the economy in which businesses share the 
same or related business activity, product, or service.

Some examples of sectors are:

•   Energy. This includes companies who are primarily involved 
in the exploration and production of oil, gas and coal.

•  Utilities. This includes companies who provide electricity, 
  gas and water. It also includes companies who produce or 

distribute renewable energy from wind turbines or solar 
installations.

Sovereign
In the context of our climate reports, Sovereign refers to 
Government Bonds.

These are like Corporate Bonds, except the debt securities are 
issued by a government to borrowmoney frominvestors.

When an investor buys a government bond, they’re essentially 
lending money to the government in exchange for regular 
interest payments and the eventual repayment of the principal 
amount.

Sub-sovereign
Whilst Sovereigns relate to debt securities issued by a 
government (see above). Sub-sovereigns relate to debt securities 
issued by a government, but below federal or national level i.e. 
state, regional and local government.

Supranational
Organisations, or institutions, that operate across multiple 
countries and are typically created by multiple sovereign states 
to promote economic, financial, or other shared interests.

Examples of supranational organisations include; the United 
Nations (UN), the World Trade Organization (WTO) and the 
European Union (EU).

The Financial Conduct Authority
The Financial Conduct Authority (FCA) is the conduct regulator 
for 59,000 financial services firms and financial markets in the UK. 
It’s also the prudential regulator for over 18,000 of those firms.

Its role includes protecting consumers, keeping the industry 
stable and promoting healthy competition between financial 
service providers.

The Paris Agreement
The Paris Agreement is a legally binding treaty adopted by 196 
countries at the United Nations Framework Convention on 
Climate Change (UNFCCC) conference. It took place in Paris in 
2015 and is also known as COP 21.

The main goal of the Agreement is to cut greenhouse gas 
emissions, in order to limit global temperature increases to 
below 2 °C above pre-industrial levels and preferably to stay 
below 1.5 °C by 2100.
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