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… of climate change

Unpicking the alphabet soup …

Low carbon

Climate conscious

Clean energy & technology

Climate solutions

Fossil fuel exclusions

Sustainability-linked bonds

Green bonds

TCFD
IPCF

Net zero

Passive ESG bonds
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ESG alphabet soup

Source: Bloomberg, Morgan Stanley, as of 31 December 2020
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All companies will be impacted by climate change
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All companies will be impacted by climate change 

Source: Aviva Investors, CDP, based on 2019 CDP data
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“For our engagement approach
to have impact, it must be
accompanied by a robust
escalation process, including
the ultimate sanction 
of divestment.” 

Mirza Baig

Global Head of ESG Research
and Stewardship, Aviva Investors

Opportunity to take advantage of market inefficiencies

Climate transition in credit

Look beyond 
emissions

Assess both the 
decarbonisation and 
physical impact risks 

across industries

Drive positive 
climate outcomes

A firm-wide 
climate engagement 

programme bolstered 
by a robust 

escalation process

Seek additional 
alpha sources

From the divergence 
in performance 
of companies 

not prepared for 
the transition
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Key takeaways 

Green bonds alone will not create a net zero portfolio

All companies are impacted by climate change

Be active in the face of climate change
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The value of an investment and any income from it can go down as well as up and can fluctuate in response to changes in currency exchange rates. Investors may 
not get back the original amount invested.

The Strategy uses derivatives, these can be complex and highly volatile. Derivatives may not perform as expected meaning the Strategy may suffer significant 
losses.

Certain assets held in the Strategy could be hard to value or to sell at a desired time or at a price considered to be fair (especially in large quantities), and as a 
result their prices could be very volatile.

Bond values are affected by changes in interest rates and the bond issuer's creditworthiness. Bonds that offer the potential for a higher income typically have a 
greater risk of default.

Key risks
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Green, social and sustainable bonds – key points

Source: The International Capital Markets Association, as of 4 February 2021

Core components

Bond type Definition Use of proceeds
Project evaluation 
and selection

Management 
of proceeds

Reporting

Green Enable capital-
raising and 
investment for new 
and existing 
projects with 
environmental 
benefits

Green projects that 
contribute to environmental 
objectives

The same process 
applies across types

The same principles apply on 
managing the proceeds

The same reporting 
requirements apply

Social Proceeds used to 
finance new and 
existing projects 
with positive social 
outcomes

Social projects that aim to 
address or mitigate a specific 
social issue and/or achieve 
positive social outcomes

The same process 
applies across types

The same principles apply on 
managing the proceeds

The same reporting 
requirements apply

Sustainability Proceeds 
exclusively used to 
finance or refinance 
a combination of 
both green and 
social projects

Green and/or social projects, 
as defined by the Green Bond 
Principles or Social Bond 
Principles

The same process 
applies across types

The same principles apply on 
managing the proceeds

The same reporting 
requirements apply
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Sustainability-linked bonds – key points

Source: The International Capital Markets Association, as of 4 February 2021

Core components

Bond type Definition
Selection 
of KPIs

Calibration 
of SPTs

Bond 
characteristics

Reporting Verification

Sustainability
-linked

The bond’s financial 
and/or structural 
characteristics can 
vary depending on 
whether the issuer 
achieves predefined 
sustainability/ESG 
objectives within a 
predefined timeline.

The proceeds of 
SLBs are intended 
to be used for 
general purposes.

The key performance 
indicators (KPIs) should 
be material to the 
issuer’s core 
sustainability and 
business strategy, 
address relevant ESG 
challenges of the 
industry sector and be 
under management’s 
control

The sustainability 
performance targets 
(SPTs) should 
be ambitious:

• Represent a material 
improvement and be 
beyond “business 
as usual”;

• Where possible be 
compared to a 
benchmark or 
external reference;

• Be consistent with the 
issuer’s overall 
sustainability / 
ESG strategy;

• Be determined on a 
predefined timeline, 
set before (or 
concurrently with) the 
issuance of the bond.

The SLB must include 
a financial and/or 
structural impact if the 
KPI doesn't reach its 
target by the 
predefined date.

The most common is a 
coupon variation, but 
other impacts can be 
considered. The 
impact should be 
"commensurate 
and meaningful".

At least annual, 
publicly accessible 
reporting on progress 
against the targets.

As opposed to the 
pre-issuance external 
review, which is 
recommended, post-
issuance verification 
is a necessary 
element of SLBs.
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CBI principles for climate transition bonds

Source: The Climate Bonds Initiative, 8 September 2020

Align with zero carbon by 2050 and nearly halving emissions by 2030

Be led by scientific experts and not be entity- or country-specific

Be sure that credible transition goals and pathways don’t count as offsets

Include assessment of current and expected technologies that can be used to 
determine decarbonisation pathway

Be backed by operating metrics rather than commitment or pledge
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Except where stated as otherwise, the source of all information is Aviva Investors Global Services Limited (“Aviva Investors”). Unless stated otherwise any views, 
opinions and future returns expressed are those of Aviva Investors and based on Aviva Investors internal forecasts. They should not be viewed as indicating any 
guarantee of return from an investment managed by Aviva Investors nor as advice of any nature. The value of an investment and any income from it may go 
down as well as up and the investor may not get back the original amount invested. Past performance is not a guide to future returns.

In Europe this document is issued by Aviva Investors Luxembourg S.A. Registered Office: 2 rue du Fort Bourbon, 1st Floor, 1249 Luxembourg. Supervised by 
Commission de Surveillance du Secteur Financier. An Aviva company. In the UK Issued by Aviva Investors Global Services Limited. Registered in England No. 
1151805. Registered Office: St Helens, 1 Undershaft, London EC3P 3DQ. Authorised and regulated by the Financial Conduct Authority. Firm Reference No. 119178. 

In Switzerland, this document is issued by Aviva Investors Schweiz GmbH.
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