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Front cover: Biodiversity initiatives in schools aim to 
increase local plant, insect, and animal life, creating 
wildlife-friendly habitats that enhance outdoor learning.  
Education projects like this play a vital role in helping future 
generations understand why climate change matters.
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Introduction

Foreword 
Climate change and its impacts present risks and opportunities for us 
in taking care of the financial security of our investments. 

In 2021, we set out our aim to be a Paris-aligned fund by 2050 or 
before. Since then, we have adopted a series of targets to guide our 
progress, and we report on how we are doing each year.

Our previous Investor Climate Action Plan (ICAP) progress report set 
out all the goals and targets we had adopted to that point, as well as 
the progress we had made.

This year’s report is a snapshot update of our progress. It shows how 
we continue to have over 80% of the LPFA Pension Fund (Fund) 
covered by emissions reduction-related objectives, and that in most 
cases we are either ahead of our targets or making positive progress 
towards our stated goals. As with last year’s report, we present our 
investment reporting in two areas: emissions reduction and 
engagement and alignment to achieve further reductions.

Through LPPI, our asset manager, we continue to engage with 
companies we are invested in and the managers who invest on our 
behalf, encouraging them to reduce their greenhouse gas emissions. 
We also have seen progress since our commitment to invest in 
companies developing solutions to the climate crisis.

We would like to thank our partners, LPPI, Gallagher and our 
stakeholders in helping us reach this point. We welcome any 
questions that you might have.

Jo Donnelly | LPFA CEO

Q Q

https://www.lpfa.org.uk/library/our-performance/responsible-investment
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Executive summary Q Q

This snapshot report provides a quick update on our progress towards the targets 
we have set for our investments and our own operations to align with the goals of 
the Paris Agreement1. 

For details on why it is important for us to commit to these actions, and for the full 
explanation of our goals and targets, please refer to our ICAP progress report 2024-25. 

The table below summarises the scope of our target setting work and when targets 
were introduced for each asset class.

Asset class
Estimated proportion of our  
£8 billion assets as at 31 March 2025 Date of targets set in our portfolio emissions reduction plan

Global Equity 53.3% 2022-23 targets set

Fixed Income 3.8%

2023-24
•	 Target set for Corporate Bonds (0.5% of total Assets 

Under Management (AUM))
•	 Non-corporate bonds (2% of total AUM) included but 

no target set

Real Estate 9.1%

2023-24
•	 Targets set for LPPI managed assets (5% of AUM)
•	 Non-LPPI assets (6% of AUM) included but no  

target set 

Infrastructure 11.4% 2024-25 targets set; awaiting first set of progress data

Cash 2.3% Excluded

Credit 14.4% Targets set on Corporate Bonds portion (c 4.2% of AUM)

Private Equity 5.7% Not yet included

Environmental 
Opportunities

0%*
2024-25 allocation decision made to Environmental 
Opportunities asset class and fund-level climate solutions 
investment target set

* Environmental Opportunities allocation was made in April 2025.

1	 The Paris Agreement is a global treaty under the UN Framework Convention on Climate Change (UNFCCC) that commits countries to limit global 
warming to well below 2°C, preferably 1.5°C, through reductions in greenhouse gas emissions and strengthened climate resilience. You can read 
more on UNFCCC website.

https://www.lpfa.org.uk/library/our-performance/responsible-investment
https://unfccc.int/process-and-meetings/the-paris-agreement
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How are we doing?
Over 80% of our Fund remains covered by our emissions reduction work. Of the  
21 investment-related targets we have adopted, we are at or ahead of target on 11.  
Of the remaining 10, six are newly adopted targets for which we are still awaiting  
the first set of progress data. The data shows that we are behind schedule on two 
targets, but we are moving in the right direction. Data was not available for the 
remaining two targets.

The quality and scope of information available to us has improved, and we expect 
this progress to continue in the year ahead.

In our Global Equity holdings, we maintained our exclusion of companies whose 
primary activity is extracting fossil fuels from the ground. For companies that still 
use fossil fuels, our managers continue to focus their engagement on encouraging  
a transition away from that reliance. This reduces the emissions we finance and 
supports energy security by reducing dependence on foreign energy sources.

In 2025, we made a dedicated 3% allocation to a new Environmental Opportunities 
asset class to help us meet our goal of investing 5% of the Fund in climate solutions 
by 2030. The long-term investment rationale remains the same - to invest in 
opportunities that help us pay members’ pensions when they fall due. Alongside this, 
this allocation supports economic activity that creates jobs in the fast-growing green 
economy, helps reduce air, water and noise pollution, improves public health, 
protects biodiversity and the natural assets our economy relies on, and contributes 
to the UK’s energy security. 

Why is progress mixed in some areas, and what have we been doing  
about that?
Our ICAP brings together a range of actions that are designed to work alongside 
each other. Because of this, progress can look uneven at times, depending on what 
we are measuring and how the data is collected.

For example, encouraging the companies we are invested in to report and reduce 
their emissions depends on active engagement by our investment managers.  
For this reason, we measure not only emissions levels, but also the extent to which 
LPPI is engaging with our investments on our behalf. Engagement measures give 
a clearer picture of investor activity, which should in turn improve the emissions 
metrics from the underlying investments.

One area where progress has appeared mixed is our Implied Temperature Rise 
(ITR) measure. This estimates how closely our investments align with the global 
aim of limiting warming to well below two degrees. At present, this metric shows 
we are behind this level, although performance is starting to improve again.  
This change was largely driven by an update to the calculation method used by 

Executive summary continuedExecutive summary continued Q Q
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Executive summary continuedExecutive summary continued Q Q

LPPI’s data provider, MSCI, rather than a decline in the underlying ITR performance of our 
investments. To address this, LPPI continues to engage with companies in our portfolio 
to help them improve under the updated approach. We also work with other investors 
through industry groups, such as the Institutional Investors Group on Climate Change 
(IIGCC) and the Local Authority Pension Fund Forum (LAPFF), to encourage wider market 
improvements. For more information on how we work with these and other industry 
groups, please see our Responsible Investment Report.

In our credit investments, we recognise that performance against both emissions and 
engagement measures is currently below where we would like it to be. The key challenge in 
this asset class is that we rarely hold company bonds for long enough to be able to engage 
with these companies. As a result, the data reflects the characteristics of the bonds held  
at the time, rather than changes driven by engagement over time. Again, wider market 
engagement with regulators and policy makers can help mitigate this challenge in the 
long run.

For directly held Real Estate, the main issue is timing rather than performance. The data 
collection and reporting process involves real estate managers gathering information 
from individual buildings and their tenants, which can take up to a year. This data is then 
brought together by LPPI at fund level from multiple managers, and the full process has 
historically taken more than a year. LPPI is currently working with its managers to improve 
data systems and reduce delays, and we expect more up-to-date information to become 
available over the coming year.

What are we doing next?
Through LPPI, we are engaging managers in the Private Equity asset class to obtain more 
information so that we can develop appropriate targets for this area.

Our managers continue to commit funds to environmental opportunities, increasing the 
proportion of climate-positive assets in the Fund and moving us closer to the target we 
have set for climate solutions.

The Net Zero Investment Framework (NZIF) focuses on reducing the emissions 
associated with our investments. We take this approach because we believe that  
without meaningful decarbonisation across the economy, our ability to make long-term 
investment returns is likely to be harmed. However, we recognise that some climate 
impacts are already unavoidable. This means we also have a responsibility to ensure the 
assets we are invested in are adapting to climate change and becoming more resilient to 
its consequences. IIGCC, the organisation that coordinates NZIF, has developed a 
framework to support investors assessing and encouraging climate adaptation, which 
we will be considering.

https://www.lpfa.org.uk/library/our-performance/responsible-investment
https://www.iigcc.org/net-zero-investment-framework
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Q Q

Emissions reduction

Asset Class Financed 
Emissions

Implied 
Temperature Rise

Paris 
Alignment Engagement

Listed Equities

Fixed Income (Corporates) N/A

Credit Fund (Investment Grade) N/A

Credit Fund (High Yield) N/A

Real Estate (LPPI)* N/A

Real Estate (non-LPPI)* N/A

Infrastructure N/A N/A

Performance dashboard
This table shows our progress at a glance across all targets in each asset class.



 



 

 







X

X

–

–

X

X

–

–

–

–

X –On target Not on target No data available

Green = improving     Red = needs improvement     Amber = moving towards changing current status   Grey = no data expected for reporting in 2025

A snapshot of our latest progress

* 	 Note: (LPPI) and (non-LPPI) refers to, respectively, assets that are directly managed by LPPI and assets managed by another external fund 
manager appointed by LPPI.
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The numbers
The following pages contain tables showing our current progress against each of the 
asset class specific targets we have set.

Three groups of goals
We have three main groups of goals:

 •	 Emissions reduction: these targets focus on the emissions linked to the companies 
and other assets we are invested in. Targets are asset class specific. 

 •	 Alignment and engagement: this measures the extent and impact of engagement 
with companies we are invested in, and with the managers who invest on our behalf, 
to encourage reductions in carbon emissions and alignment with the commitments 
of the Paris Agreement.

 •	 Operational: these targets cover the emissions from our day-to-day activities, such 
as running our office and business travel.

Material and high‑impact sector companies

As part of our alignment and engagement work, we focus on the companies where 
change is most needed. Under the NZIF, this means looking at both material sectors 
and high‑impact companies.

 •	 Material sectors: are parts of the economy where climate‑related issues are relevant 
and should be considered. Under the NZIF, materiality is defined at sector level and 
applied consistently. Being classed as material does not mean a sector or company 
has a high level of impact.

 •	 High‑impact companies: are a smaller group within material sectors. These are 
companies that produce a large share of emissions or play a key role in enabling 
the transition to a low‑carbon economy. As a result, the NZIF sets higher expectations 
for them.

All high‑impact companies sit within material sectors, which is why there is some 
overlap between the two. However, not all companies in material sectors are 
high‑impact. This approach helps ensure our engagement focuses on both relevant 
sectors and the companies best placed to drive change.

Please note: that due to rounding, some figures may not align perfectly across the tables.

Q QA snapshot of our latest progress continued
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Emissions reduction goals Q Q

Goal  
number 1

To decrease our overall greenhouse gas emissions 
The portfolio emissions reduction goal: monitoring reductions in financed emissions

Asset Class Target Progress              On target and improving

Global Equities  
and Corporate  
Fixed Income  
(Fixed Income Fund)

By 2030, we aim to reduce Scope 1 and 2 portfolio level 
emissions intensity for the Global Equities and Fixed 
Income Fund to 12 tCO2e per £m invested. 

This is a 75% reduction relative to the portfolio emissions of 
48.1 tCO2e per £m in 2019 which is our baseline.

As at June 2025, the emissions intensity 
stands at 8.1 tCO2e per £m invested, down 
from 8.2 in December 2024. This is almost an 
80% reduction relative to the baseline.
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Goal  
number 1

To decrease our overall greenhouse gas emissions 
The portfolio emissions reduction goal: monitoring reductions in financed emissions

Asset Class Target Progress              On target but deteriorating

Credit Fund 
(Investment Grade)

The target for the Fund is to follow a decarbonisation 
pathway of 50% reduction in the Bloomberg Corporate 
Global Aggregate Index WACI2 between December 2019 
and December 2029 which equates to 125 tCO2 per $m 
sales or lower by 2030, using 2019 as the baseline.

As at June 2025, emissions intensity stands at 
174.2 tCO2e per $m of revenue, up from 117.3 in 
December 2024. This places the current 
emissions measure exactly on the emissions 
reduction pathway at this point in time.
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Source: LPPI, MSCI
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

2  WACI stands for ‘Weighted Average Carbon Intensity’. It is a measure which adds up how much greenhouse gas each of the companies in the fund 
emits relative to their total revenues and averages that number for the whole fund, based on the proportion of the fund each company makes up.
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Q Q

Goal  
number 1

To decrease our overall greenhouse gas emissions 
The portfolio emissions reduction goal: monitoring reductions in financed emissions

Asset Class Target Progress             Behind target and deteriorating

Credit Fund  
(High Yield)

For our high-yield corporate bond exposure, the target 
is to reach 112 tCO2 per $m sales or lower by 2030.  
We use a benchmark-relative approach, so our target  
is to remain below the Bloomberg Global High Yield 
Corporate Bond Index pathway. This pathway is 
equivalent to a 50% reduction in the index’s WACI from 
a 2022 baseline.

As at June 2025, emissions intensity stands at 
296.7 tCO2e per $m of revenue, up from 270.8 in 
December 2024. This places the current measure 
well above the target pathway (at approximately 
180 at this point) and trending upwards.
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Goal  
number 1

To decrease our overall greenhouse gas emissions 
The portfolio emissions reduction goal: monitoring reductions in financed emissions

Asset Class Target Progress              No data reported in 2025

Real Estate (LPPI) Reduce average building 
emissions intensity by 50% 
from 20.7 to 10.4 kgCO2e per m2 
by 1 January 2030. 

The data collection and reporting process by Real Estate managers 
involves gathering information from individual buildings and their tenants, 
which can take up to a year. This data is then collated by LPPI and checked 
before publication. As a result, data for the 2024 calendar year was 
unavailable at the time of compiling this update.
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Emissions reduction goals continued
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Goal  
number 2

To measure our real-world impact
The ITR goal: maintaining a portfolio that is consistent with the Paris Agreement

Asset Class Target Progress             Not on target but not deteriorating

Global Equities and 
Corporate Fixed 
Income (Fixed 
Income Fund)

We will measure the temperature rise implied by the 
public equity and fixed income fund assets in our 
portfolio. Our aim is for this ITR to be consistent 
with the Paris Agreement, which seeks to keep 
global temperature rises well below 2°C by the end 
of the century.

The ITR increased from 1.9°C in Q4 2023 to 2.2°C  
in June 2024, and stood at 2.3°C as at June 2025.

This change is mainly due to a methodology update 
introduced by MSCI during 2023, the data provider 
for this measure, particularly in how Scope 3 
emissions are treated.
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Q QEmissions reduction goals continued

Goal  
number 3

To invest in companies that help the world reduce carbon emissions
The climate solutions goal: investing in assets that help the global economy  
achieve alignment with the Paris Agreement

Asset Class Target Progress              Not at target but aligned for reaching target

Fund-wide We will increase our investment in climate 
solutions to 5% of our Fund by 2030.

As at June 2025, 0.22% out of the 3% allocation to the 
Environmental Opportunities asset class had already  
been deployed.

In addition, 3.15% of the Fund was invested in green assets 
through other asset classes. Taken together, this means a 
total of 3.37% of our Fund is currently invested in climate 
solutions, with a further 2.78% set aside for future investment.

X

X



11LPFA Investor Climate Action Plan progress report 2025

Q Q

Goal  
number 4

To ensure that companies we are invested in are aligning to the Paris Agreement
The alignment goal: evidencing what proportion of our portfolio investments are aligning to the  
Paris Agreement

Asset Class Target Progress             Well ahead of interim target

Credit Fund 
(Investment Grade)

Starting from an end-2023 baseline of 35%, increase  
the percentage of AUM invested in companies within 
high-impact sectors that are Paris-aligned or aligning to 
50% by 2030.

Increase the percentage of AUM invested in companies 
within high-impact sectors that are Paris-aligned to 100% 
by 2040.

As at June 2025, 35.7% of the Credit Fund 
(Investment Grade) is calculated as already 
aligned with the Paris Agreement, with a further 
33.1% identified as aligning. Taken together,  
this means that 68.8% of the portfolio is aligned 
or aligning.

Currently, this puts us well ahead of the 2030 
interim target.
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Alignment and engagement goals

Goal  
number 4

To ensure that companies we are invested in are aligning to the Paris Agreement
The alignment goal: evidencing what proportion of our portfolio investments are aligning to the  
Paris Agreement

Asset Class Target Progress              Well ahead of pathway to target 

Global Equities We aim to ensure that by 2025 at least 32% (by value) of 
our Global Equities investments in material sectors meet 
the criteria to be considered aligning to the Paris 
Agreement, as defined by the NZIF.

We aim for this proportion to rise to 55% by 2030. By 2040, 
we aim to ensure that all our Global Equities investments 
in material sectors meet the criteria to be considered 
aligned to the Paris Agreement, as a minimum.

As at June 2025, 35.4% of Global Equities 
investments in material sectors is calculated  
as already aligned with the Paris Agreement, 
with a further 15.9% identified as aligning.  
Taken together, this means that 51.2% of these 
investments are aligned or aligning. 

Having met the 2025 interim target, this keeps us 
ahead of the pathway towards the 2030 target.
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Q Q

                    Goal  
                    number 4

To ensure that companies we are invested in are aligning to the Paris Agreement
The alignment goal: evidencing what proportion of our portfolio investments are aligning to the  
Paris Agreement

Asset Class Target Progress              Well ahead of interim target

Credit Fund  
(High Yield)

Starting from an end-2023 baseline of 48%, increase 
the percentage of AUM invested in companies 
within high-impact sectors that are Paris-aligned or 
aligning to 60% by 2030.

Increase the percentage of AUM invested in 
companies within high-impact sectors that are 
Paris-aligned to 100% by 2040.

As at June 2025, 33.5% of the Credit Fund (High Yield) 
is assessed as already aligned, with a further 21.3% 
identified as aligning. Taken together, this means that 
54.8% of the portfolio is aligned or aligning.

This puts us ahead of the pathway towards the 2030 
interim target.
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Goal  
number 4

To ensure that companies we are invested in are aligning to the Paris Agreement
The alignment goal: evidencing what proportion of our portfolio investments are aligning to the  
Paris Agreement

Asset Class Target Progress              Well ahead of interim target

Real Estate  
(LPPI)

By 2025, at least 90% of AUM in the direct portfolio 
will be assessed as Paris-aligned or aligning.  
We aim to reach 100% of AUM by 2040 or sooner.

As at December 2023 (the latest available data), 100% 
of the AUM in direct Real Estate was assessed as 
Paris-aligned or aligning, meaning the 2025 target has 
already been met.
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Q Q

Goal  
number 5

To encourage companies towards alignment with the Paris Agreement
The engagement goal: advocating for companies to put plans in place that align with the Paris Agreement 

Asset Class Target Progress              Well ahead of interim target

Global Equities We will aim for at least 70% of financed emissions 
in material sectors linked to our Global Equities 
exposure to be assessed as Paris-aligned or 
subject to direct or collective engagement and 
stewardship actions.

By 2030, we will aim for this proportion to 
increase to at least 90%.

As at June 2025, 9.9% of financed emissions in material 
sectors were identified as aligned with the Paris 
Agreement, 32.7% were subject to collaborative 
engagement (alongside other investors) and 40.6% 
were subject to direct engagement by LPPI. In total, this 
means that 83.2% of financed emissions in material 
sectors are aligned or under engagement, placing us 
ahead of the pathway towards our 2030 target.
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Alignment and engagement goals continued



Goal  
number 5

To encourage companies towards alignment with the Paris Agreement
The engagement goal: advocating for companies to put plans in place that align with the Paris Agreement 

Asset Class Target Progress
              The metric is currently below    

                                trajectory and deteriorating

Credit Fund 
(Investment Grade)

Starting from an end-2023 baseline of 47%, we aim  
for 90% of financed emissions in high-impact sectors 
to be assessed as Paris-aligned or subject to direct  
or collective engagement and stewardship actions  
by 2030.

As at the second quarter of 2025, engagement 
within the Credit Fund (Investment Grade) portfolio 
accounted for 22.5% financed emissions in 
high-impact sectors. This included 7.9% assessed 
as Paris-aligned, and 14.6% under engagement.
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Alignment and engagement goals

Goal  
number 5

To encourage companies towards alignment with the Paris Agreement
The engagement goal: advocating for companies to put plans in place that align with the Paris Agreement 

Asset Class Target Progress              The metric remains above trajectory but    
                                has deteriorated slightly

Credit Fund 
(High Yield)

Starting from an end-2023 baseline of 61%, 
we aim for 90% of financed emissions in  
high-impact sectors to be assessed as 
already Paris-aligned or subject to direct or 
collective engagement and stewardship 
actions by 2030.

As at the second quarter of 2025, engagement within Credit 
Fund (High Yield) portfolio accounted for 76.1% of financed 
emissions in high-impact sectors. This included 60% 
assessed as Paris-aligned, and 16.1% under engagement.

Despite this being marginally lower than the end-2024 figure, 
we remain ahead of the pathway towards our 2030 target.
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Q QAlignment and engagement goals continued



Goal  
number 5

To encourage companies towards alignment with the Paris Agreement
The engagement goal: advocating for companies to put plans in place that align with the Paris Agreement 

Asset Class1 Target Progress              Well ahead of target      

Real Estate (LPPI) By 2024, 90% of financed emissions in the 
direct portfolio will be assessed as Paris-
aligned or subject to direct or collective 
engagement and stewardship actions.

As at the end of 2024, the Real Estate fund continues to 
exceed the 90% engagement threshold, remaining at 100%.
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Q

Goal  
number 6

To walk the talk
The operational emissions reduction goal: reducing the emissions from running the Fund

Asset Class1 Target Progress            We are ahead of our 2030 goal        

Fund-wide By 2030, we aim to reduce the Scope 1 and 2 
greenhouse gas emissions by 50% per full-time 
employee, relative to our greenhouse gas emissions 
in 2022-23.

We use the 2022-23 figure (18 tCO2e) as our baseline. 
This was the first full year after COVID-19  
and provides a more exact reflection of normal 
working activity than previous years.

Our PlanetMark accreditation report shows that, in  
the 2024-25 reporting year, total emissions were  
14.8 tonnes of CO2. When divided by the average 
number of employees over the year (24.9) this equates 
to 0.6 tonnes of CO2 per employee.

Operational goals




