Nordea

Climate Change Policy

Nordea Life & Pension




Index

1/ Scope and applicability
2/ Introduction
3/ Our commitments on climate change
4/ Our approach
4.1 Target setting
4.2 Climate resilience monitoring
4.3 Climate related exclusions and restrictions
4.4 Financing the transition

4.5 Active ownership
5/ Position and expectations
6/ Reporting
7/ Other

O 0 © N N o o0 u1 A W

O
o O



Being a
responsible
investor is
a central
part of our
investment
philosophy




Scope and
applicability

This policy applies to all insurance- and
pension-based investment products, where
Nordea Life & Pension makes decisions as to
which internally or externally managed
instruments, such as funds, mandates,
structured investment products or single
securities, to invest in'. The policy does not
cover investments in derivatives. Updates to
Nordea Life & Pension’s Responsible
Investment Policy are not retroactively applied
to Nordea Life & Pension's earlier investments
in illiquid assets?.

Exceptions to comply with this policy could be
made exceptionally in certain cases and
subject to Nordea Life & Pension'’s escalation
procedures to Nordea Life & Pension’s
Sustainability Committee, e.g. if applying this
policy would have significant negative impacts
and where such actions would be deemed as
not acting in the customers best interest.

In circumstances where applying this policy
would interfere with local regulations or other
mandatory requirements such requirements
will overrule this policy.

* For remaining assets, the minimum requirements of Nordea's
Framework for Responsible Investment Distribution (available at
nordea.com under Policies & sector guidelines) apply. Exception applies
to single equities, single bonds and unlisted holdings where the customer
makes the selection. For delegated products managed by Nordea Life &
Pension for Nordea bank, the minimum requirements of Nordea's
Framework for Responsible Investment Distribution apply as a minimum.

2 When investing in funds for illiquid assets, Nordea Life & Pension’s
approval process is based on the fund's current policies. If the fund has
legacy investments which were made under the fund's previous policies,
Nordea Life & Pension will in addition assess the risk of these legacy
investments deviating from Nordea Life & Pension’s current Responsible
Investment Policy.


https://www.nordea.com/en/sustainability/policies-sector-guidelines

Introduction

Climate change is one of the largest threats to our planet, ecosystems and
communities as well as a critical issue for long-term investors

Nordea Life & Pension views climate change
as the largest threat to our planet, eco-systems
and communities, as well as being a critical
issue for long-term investors. We recognise
that climate change and the transition to a
low-carbon economy both create risks to
shareholder value and present new investment
opportunities.

We support the objectives of the Paris
Agreement to limit the increase in the global
average temperature to well below 2°C above
pre-industrial levels and pursuing efforts to

limit the temperature increase to 1.5°C above
pre-industrial levels.

We acknowledge our role and responsibility as
a large investor in contributing to this
transition through our investment decisions
and active ownership practices. We further
acknowledge that we must adapt to elevated
physical climate risks already at current levels
of global warming.

As an investor we have a duty to manage our
financial exposure to climate related risk and
an opportunity to capture opportunities arising
from the low-carbon transition for our clients.




Our commitments on climate change

We are a signatory of the UN-convened Net-
Zero Asset Owner Alliance (AOA). Our long-

the Corporate Sustainability Reporting
Directive (CSRD).

term objective is to transition our investment
portfolios in line with net-zero by 20503 We
will set targets in line with the target setting
protocol of the NZAOA every five years and
publicly report on our progress annually.

As part of the Nordea Group, we commit to
disclose our financed emissions for relevant
asset classes according to the accounting
standards of the Partnership for Carbon
Accounting Financials (PCAF).

We support the recommendations from the
Task Force on Climate Related Financial
Disclosures (TCFD) and commit to disclose our
climate related exposures, strategies, targets
and governance in Nordea Group’s annual
report in compliance with the requirements of

We are a signatory to the Principles for
Responsible Investments (PRI) and are thus
committed to integrate ESG issues, including
climate change, in our investment decision
processes.

solutions and external circumstances continue to evolve, we may adapt
our approach and actions accordingly. This entity-level objective does not
constitute a guarantee that any individual fund, portfolio or investee
company will achieve net-zero emissions by 2050. Further information on
scope, methodology, targets and progress is available at
nordea.com/en/sustainability/our-sustainability-targets and in
Methodologies for Nordea Life & Pension’s 2030 climate targets.

3 Achieving this objective is partly contingent on the broader transition of
society and of the companies in which we invest, including regulatory,
technological and market developments. As a signatory of the UN-
convened Net-Zero Asset Owner Alliance (NZAOA), we pursue this
objective by setting interim targets in line with the NZAOA Target-Setting
Protocol every five years, reporting publicly on our progress annually, and
through the investment and stewardship approaches applied by us and
through the funds we invest in. As transition pathways, available



https://www.nordea.com/en/sustainability/our-sustainability-targets
https://www.nordea.com/en/doc/climate-target-methodologies-for-nordea-life-pension.pdf

Our approach

As with other environmental, social and
governance (ESG) related aspects, climate
change is an integrated part of our investment
decision and risk management processes.

We actively seek to understand and monitor
how climate change may impact our portfolios
and how our portfolios impact the climate.
These insights help us guide our investment
decisions, allocation strategies and
engagement efforts. To support us, we base
our work on the following pillars.

4.1 Target setting

Besides our long-term net-zero objective to
achieve net-zero by 2050, we set interim
targets every five years informed by the best
available scientific knowledge. Our 2030
targets are presented further down. Targets
should progressively include different asset
classes, as methodologies and data become
available, until all relevant asset classes are
covered.

To support system-wide change and aligned
interests, we also require our managers to
commit to transitioning their assets to net-zero
by 20504,

When we closed our first interim target period
(2021-2024), the world was not decarbonizing
fast enough. Due to this delayed transition, we
added two targets to our overarching
commitment to reduce the carbon footprint

4 Nordea Life & Pension requires public information or other
confirmations to us of an ambition level or practices that are equivalent
to this requirement. In the assessment, Nordea Life & Pension takes

intensity of our portfolio by 40-50 percent by
2030 (base year 2019).

e By annually engaging with our 30 most
material emitters we aim to motivate
investee companies to align their
businesses with net zero.

e By increasing the share of assets under
management in investments that support
nature and the climate transition, we will
reallocate capital to companies that are
investing in actions and solutions that
need to be scaled up.

2030 climate targets

e Reduce the carbon footprint of our
combined Nordic portfolios (Norway,
Finland, Sweden and Denmark) by 40-50
percent compared to 2019. Assets in
scope are listed equities, corporate
bonds and directly owned real estate
(scope 1 and 2).

e From 2025 to the end of 2029, engage
annually with 30 of our most material
emitters on net-zero alignment.

e Increase the share of assets under
management supporting nature and the
climate transition by 20 percent from
2023 to the end of 2029.

For further information about our targets,
please see the methodology paper.

materiality and data availability, as well as aspects related to the
individual asset class and investment type into account.


https://www.nordea.com/en/doc/methodologies-for-nordea-life-and-pensionss-climate-targets.pdf

4.2 Climate resilience monitoring

We continuously monitor® our climate risk
exposures and use a combination of both
forward- and backward-looking metrics and
scenario analysis to future-proof our portfolios
and assess their climate resilience.

Climate risk exposures and the management
of these are regularly assessed, considered in
the investment organization and reported to
bodies overseeing the work, including Nordea
Life & Pension’s Nordic and local boards.

4.3 Climate related exclusions and
restrictions

We apply the following restrictions and
exclusions in our portfolios:

Coal mining

e We do not invest in companies with
sustained and substantial exposure to coal
mining, defined as having a 5 percent
revenue threshold on thermal coal and a
30 percent revenue threshold on total coal
(including metallurgical coal®).’

Unconventional oil and gas

¢ We do notinvest in oil and gas companies
extracting fossil fuels with unconventional
methods (arctic drilling, oil sands, shale
oil, shale gas and fracking) due to its
negative impacts not only on climate but
also on biodiversity and ecosystems more
broadly.

5 The term “monitoring” summarizes various methods of obtaining and
assessing information on our investments. We apply different methods as
data availability varies across asset classes. Methods include, but are not
limited to, quantitative and qualitative screenings and assessments,
performed at varying time-intervals. Combinations of different methods
can be applied.

% The threshold on metallurgical coal is higher as there are currently no
widely available alternatives. Nevertheless, Nordea Life & Pension has
chosen to apply a threshold and expects to adjust it downwards as
applicable coal-free technologies appear, eg in the area of steel
production.

"Includes thermal and metallurgical coal, lignite and anthracite.

Conventional oil and gas

e We do notinvest in oil and gas
companies® unless they have taken
concrete steps to transition their activities
in line with a trajectory that limits global
temperature rise to well below 2 degrees.®

¢ We do not invest in service companies
specialized in the oil and gas sector®
unless they:

o have taken concrete steps to
transition their activities in line with a
trajectory that limits global
temperature rise to well below 2
degrees or

o areincluded in transition investment
strategies which have an explicit
objective to improve, through
engagement, portfolio companies’
climate standards towards net-zero
alignment.

Power generation

e We do not invest in power generation
companies®? unless they:

o have taken concrete steps to
transition their activities in line with a
trajectory that limits global
temperature rise to well below 2
degrees® or

o areincluded in transition investment
strategies which have an explicit
objective to improve, through
engagement, portfolio companies’
climate standards towards net-zero
alignment.

8 Companies in the energy sector which derive more than 5 percent of
their revenues from the exploration, extraction and production of oil and
gaseous fuels.

9Companies must be on a path to net zero, as evaluated by our internal
assessment methodologies, which are based on e,g, the Transition
Pathway Initiative and the Net Zero Investment Framework, developed
by IGCC/PAII.

©Companies which derive more than 50 percent of their revenues from
services essential and specific to the extraction of oil and gaseous fuels
1See footnote 9.

2Companies in the electricity sector generating more than 5 percent of
revenues from fossil power generation

13See footnote 9.



¢ We do not invest in power generating
companies which plan major or strategic
expansion of coal power capacity!“.

4.4 Financing the transition

We recognize the need to reallocate capital to
companies and assets that are undergoing a
transition which is in line with the objectives of
the Paris Agreement. In addition, we seek to
actively identify opportunities to invest in
companies and assets that meet our risk and
return requirements while significantly
contributing to climate change mitigation and
adaptation. As reflected in one of our 2030
climate targets, we aim to increase the share
of such investments over time.

4.5 Active ownership

Climate change is a prioritized area in our
active ownership strategy where both our
voting and engagement practices are
important tools to improve our portfolios’
climate resilience and to contribute to emission
reductions in the real economy.

We use a risk-based approach and focus
engagement efforts on portfolio companies
and sectors most exposed to climate risks. We
engage with companies both through

4 In practice this means: (a) Companies with coal power expansion plans
if existing coal power revenue exceed 10 percent or coal capacity exceed
5GW or (b) Companies with coal expansion plans of > 1 GW.

individual dialogues and together with other
investors and investor coalitions.

We are in regular dialogue with the asset
managers who manage assets on behalf of us
to ensure their active ownership practices and
policies are aligned with our views and
requirements.




Position and expectations

We set expectations on our investee companies and asset managers with
regards to climate change

We expect investee companies and asset
managers to:

Disclose climate-related information in
line with the recommendations provided
by TCFD and/or the climate reporting
standard of the CSRD, including publicly
disclosing scope 1-3 emissions

Establish a robust governance of climate
risks and report on the cost and
implications of both physical and
transition risks and how remuneration is
linked to climate-related performance
Set strategies and targets aligned with a
trajectory that limits global temperature
rise to well below 2 degrees, including
taking social considerations into account
to support a just transition

Support a just and orderly transition to a
low-carbon economy when engaging
with policy makers and refrain from
participating in any direct or indirect
advocacy activities aimed at weakening
climate policy

We also follow and adhere to the expectations
on investee companies set out in Nordea
Group'’s Position Statement and sector

quidelines.

Moreover, we support the position papers
published by the Net Zero Asset Owner
Alliance on the oil and gas sector, and on coal.

These additional documents inform and guide
Nordea Life & Pension's due diligence
activities, active ownership practices and asset
manager selection procedures.



https://www.nordea.com/en/sustainability/policies-sector-guidelines
https://www.nordea.com/en/sustainability/policies-sector-guidelines
https://www.nordea.com/en/sustainability/policies-sector-guidelines
https://www.unepfi.org/net-zero-alliance/resources/nzaoa-positions/

Reporting Other

We shall be open and transparent towards For information about Nordea Life & Pension's
customers, authorities and other external other ESG policies (Responsible Investment
stakeholders with regards to how we work Policy and Engagement Policy), please visit
with and incorporate climate change aspects Nordea’s website section Policies & sector

in our investment decisions, how climate quidelines.

change impacts our portfolios and how our
portfolios impact the climate.

We report and disclose on climate change in
accordance with current regulatory
requirements and according to the
commitments we have made.

We shall disclose climate related information
in line with the requirements of the
Sustainable Finance Disclosure Regulation
(SFDR) Corporate Sustainability Reporting
Directive (CSRD) and the Partnership for
Carbon Accounting Financials (PCAF). On an
annual basis, we shall also disclose our
performance in relation to the net-zero targets
we have committed to.

Internal reporting on climate change is
regularly provided to the investment
organisation as well as decision-making and
oversight bodies, including Nordea Life &
Pension’s Nordic and local boards.

Disclaimer

This document contains forward-looking statements that reflect management'’s current views with respect to certain future events and potential financial
performance. Although Nordea believes that the expectations reflected in such forward-looking statements are reasonable, no assurance can be given that
such expectations will prove to have been correct. Results could differ materially from those set out in the forward-looking statements due to various factors.
These include but are not limited to (i) macroeconomic developments, (ii) changes in the competitive environment, (iii) changes in the regulatory
environment and other government actions, and (iv) changes in interest rate and foreign exchange rate levels. This document does not imply that Nordea
has undertaken to revise these forward-looking statements beyond what is required by applicable law or stock exchange regulations if and when
circumstances arise that lead to changes following their publication.
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https://www.nordea.com/en/sustainability/policies-sector-guidelines
https://www.nordea.com/en/sustainability/policies-sector-guidelines
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