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In April 2021, Trillium joined other leading global asset managers

in signing on to the Net Zero Asset Managers (NZAM) Initiative,

formally pledging to align our portfolios with the goal of net zero

greenhouse gas emissions by 2050 or sooner, in line with global

efforts to limit warming to 1.5 degrees Celsius. By joining NZAM,

we pledged to make our own commitments to move our

portfolios towards a net zero greenhouse gas emission world.

Therefore, in the run-up to the United Nations Climate Change

Conference (COP26) in Glasgow, we are setting our commitment

in an effort to do our part to help global progress be made this

decade to slow and end GHG emissions and climate change.

We joined this initiative because we recognize that the world is at

an important juncture in the longstanding work to drive carbon

reductions in our economy. As we move into this new phase, the

authenticity of commitments and follow through will be critical.

The target setting and reporting aspect of NZAM will be key to

the success of this work. Since our founding in 1982, Trillium has

been at the forefront of the socially responsible investment field.

In committing to net zero emissions by 2050 and establishing an

interim target, we are formalizing what has long been integral to

our investment process and advocacy work.

Through our shareholder advocacy, we have collaborated with

many companies to reduce their climate impact, by pushing for

policies, targets, reporting, and actions. This commitment

recognizes the need to formally shift global investments,

including ours, from old business models to new ones.

As Trillium’s equity portfolios are already aligned with emissions

levels well below 2 degrees of temperature increase as of
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September 30, 2021, we are focusing our commitment on the

climate targets of the companies we invest in. As we work

towards our commitment to net zero by 2050, by 2030, our

interim target is that 75% of the holdings of our Trillium-advised

larger cap-equity strategies will have set science-based

greenhouse gas emissions reduction targets approved by the

Science Based Targets Initiative (SBTi).The process of committing

to net zero and setting our interim target helped clarify our own

understanding around net zero and our efforts to limit

climate change.

We share some of these learnings and a deeper explanation of the

process and our decisions below in an effort to bring others on this

journey with us.
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What is net zero?

The UN’s Intergovernmental Panel on Climate Change (IPCC)

found in 2018 that in order to limit global warming to 1.5 degrees

Celsius, collectively we need to halve greenhouse gas emissions

by 2030 and reach net zero emissions by 2050. Achieving net zero

emissions means reducing absolute greenhouse gas emissions

wherever possible, and where not feasible, removing carbon from

the atmosphere via offsets or other methods. In a net zero by

2050 scenario, any emissions produced are subsequently

removed, counterbalancing any released greenhouse gases.

What is NZAM?

The Net Zero Asset Managers (NZAM) initiative is an international

group of asset managers committed to supporting the goal of net

zero greenhouse gas emissions by 2050 or sooner. NZAM was

launched in December 2020, and is part of the United nations

sponsored Glasgow Financial Alliance for Net Zero (GFANZ) and

in line with the UN’s Race to Zero campaign. All of these efforts

are working towards the same goal, applying pressure to quickly

move towards decarbonizing the global economy to limit the

effects of climate change. A key aspect of this work is ensuring

that progress is made this decade, and not pushed off into the

future. And so participants are required to commit to specific

targets that will be achieved this decade, that are in line with a

roughly 50% reduction in greenhouse gas (GHG) emissions

by 2030.

What are we committing to?

We are committing to a goal of aligning our investment portfolios

with net zero emissions by 2050. In the interim, our target is that

75% of the holdings of our Trillium-advised larger cap-equity

strategies will have set science-based targets (SBTs) for reducing

their greenhouse gas emissions, approved by Science Based

Target initiative (SBTi) by the end of 2030.

What are science based targets?

Science based targets are greenhouse gas emissions reduction

targets that are in line with what the most recent climate science

determines is necessary to keep global warming in line with the

Paris Agreement. The most widely accepted way to verify that a

target is science based is through the Science Based Targets

Initiative (SBTi) , a partnership between CDP, World Resources

Institute (WRI), the World Wide Fund for Nature (WWF), and the

United Nations Global Compact (UN Global Compact). SBTi

provides companies across sectors with standardized

methodologies and target verification to ensure their GHG

emissions reduction goals are in line with limiting warming to

1.5 degrees.

Why did we pick this target?

At present, NZAM offers a few different methodologies for asset

managers to select their interim target. There are a few different

ways to measure the climate impact of portfolios.

One tool, called the carbon intensity, measures the GHG

emissions per unit of revenue of the companies in the portfolio.

By that metric, our equity investment strategies, as of September

30, 2021, have a carbon emissions intensity 58% lower than their

benchmarks on average.
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Another common way to measure the climate impact is to take

the “temperature” of the portfolio, essentially modelling future

emissions form the companies in the portfolio, and what the

associated expected temperature increase associated with those

emissions would be. Using this metric, our equity investment

strategies are associated with 1.6 degrees of climate change, as of

September 30,2021.

As of 9/30/21

https://www.netzeroassetmanagers.org/
https://www.gfanzero.com/
https://unfccc.int/climate-action/race-to-zero-campaign
https://sciencebasedtargets.org/faqs#what-are-the-aims-of-the-initiative
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A third metric permitted in the NZAM framework is included in
SBTi’s Science Based Targets for Financial Institutions (SBTi-FI).
This approach starts with the premise that the impact of our
investments is determined by the companies in our portfolios. If
the companies we invest in set credible science-based targets for
GHG reduction, as approved by the Science Based Targets
Initiative, using the “network effect”, we can “roll up” their targets
into ours. The commitment under this type of target is to increase
the percent of the portfolio that is covered by science-based
targets. Our formal baseline for this work is December 31, 2019,
when 15% of our holdings were covered by these targets. By
September 30, 2021, that number had increased to 48% for the
assets we are including in this target. Our target is that that
number will be 75% by the end of 2030.
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How will we achieve this?

Climate change is a systemic problem that will impact all people
as well as all companies and all investment portfolios globally,
although not to the same extent. Any genuine efforts to slow and
ultimately reverse climate change need to be on a similar large
scale. One of the benefits of joining a collaborative effort such as
NZAM is that many investors globally will be working towards the
same goal, net zero emissions by 2050, with real progress made

by 2030. Our Shareholder Advocacy team has focused on climate

change for more than two decades, and has been asking

companies to set science based targets for some time. When we

approach companies now on this topic, we will be able to present

our request as representative of all of the NZAM participants. We

believe the work we do will be additive to that of other

NZAM participants.

What are the limitations of net zero?

Net zero is an essential global ambition, but it is only useful if

companies do their best to contract their absolute emissions as

much as possible, only relying on carbon offsets as a last resort to

cover emissions that are impossible to reduce. One example is the

airline industry—sustainable fuel can help reduce emissions, but

with current technology, can’t eliminate them. There is a danger

that companies who can feasibly reduce emissions will choose to

pay to offset those emissions rather than try to reduce them. This

is where SBTi verification is useful—companies who have

committed to an SBTi-verified science-based target can only rely

on offsets as a last resort.

For asset managers signing on to NZAM, there are a variety of

levels of ambition within the framework. Many asset managers

face a difficult road to decarbonize their portfolios, or may plan on

continuing to invest in fossil fuels and other pollutive industries,

while relying on offsets to become carbon neutral. However,

because Trillium’s equity strategies are already in line with a well-

below 2-degree scenario and given our ambitious 2030 interim

goal, we do not anticipate a need to purchase offsets cover the

Scope 3 emissions from our portfolio at this time.

Scope of our commitment

When accounting for GHG emissions, many companies globally

use the Greenhouse Gas Protocol, developed by the World

Resources Institute and World Business Council for Sustainable

Development. This framework divides emissions into 3 groups, or

scopes: emissions that a company directly emits itself (Scope 1);

indirect upstream emissions from purchased electricity, heating

and cooling (Scope 2); and all other emissions upstream and

downstream in its supply chain, including eventual use of products

or services (Scope 3). The importance of each of the scopes varies

by type of business.
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https://ghgprotocol.org/
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Using the portfolio coverage approach, we expect our portfolio
companies’ targets will include their Scope 1 and 2 emissions, and
Scope 3 when required by being greater than 40% of
total emissions.

We will continue our long history of shareholder engagement to
encourage and work with our portfolio companies to set their
science-based targets, and make and report progress against the
targets, including in collaboration with other investors and
non-profits.

Trillium has long been mindful of our own Scope 1 and 2
emissions. We have historically considered energy use in our
selection of office buildings, and worked to reduce the energy use
of our offices. We have also purchased carbon offsets for our
office emissions, employee commutes and business travel. We
will be providing more information on our own efforts in our
upcoming Impact Report, which will be available on our website
when published in 2022.

Why are only some assets included in the 2030 target?

Trillium’s ESG integrated investment process has long considered
both the emissions profile of companies we may invest in as well
as the revenue opportunities to companies from providing
solutions to avoid emissions. Because of this prior work, Trillium’s
equity strategies were already largely in line with many of the
aims of NZAM. We chose this target because it was the area
where we could generate the most positive change.

At the same time, we have long recognized that the expectations
we have of the largest companies we invest in cannot be the same
for the smaller companies. In many cases, the smaller companies
do not have the resources or longevity of the larger companies,
and so many do not have as sophisticated sustainability programs.
This is particularly true when it comes to sustainability reporting,
which may be nascent for smaller companies.

For that reason we chose to leave our existing Small/Mid Cap
equity strategy out of our 2030 target. While we perform the same
level of ESG due diligence and reporting on all of our investments,
these companies may not have the capacity or resources to
develop externally verified targets.

We have, however, found that we are often able to work with
these smaller companies as they develop their sustainability
programs and reporting frameworks. We intend to continue
engaging with companies in our Small/Mid Cap equity strategy to

to encourage them to adopt science-based greenhouse gas

reduction targets as quickly as possible, and commit to net zero

emissions by 2050.

We also anticipate working with the Advisers of investment

products that Trillium is the Sub-Advisor for in on their own

efforts to set Net Zero goals.

While the bulk of Trillium’s assets are invested in equity strategies,

we do invest in other asset classes for our clients. Of those asset

classes, the SBT methodology we chose does also include

coverage of corporate debt. However, nearly half of our corporate

bond portfolio is certified green bonds, which are specifically

designated to fund specific qualifying projects or activities that

have environmental benefits. The impact of these bonds is

determined by the specific designated projects or activities to be

funded, regardless of the commitments or status of the issuing

company. Because of this characteristic of such a large portion of

our portfolio, we did not feel it would be appropriate to include

these assets in our commitment at this time. However, the

proportion of assets in our debt portfolio covered by targets is in

line with the proportion in our equity portfolio as of

September 30, 2021

We anticipate continuing to assess methodologies appropriate for

us to measure and set targets for our fixed income investments, as

well as other asset classes we may invest in.

The process of slowing and then halting emissions of greenhouse

gases is both daunting and overdue. Trillium has long worked to

slow climate change, both by investing in companies seeking to

provide sustainable solutions and through our shareholder

advocacy efforts. We are excited to join our global colleagues in

NZAM, as we believe that the power of the investor community,

working together towards the same goal, will have an amplifying

effect as together we move companies in the same direction

towards the single goal of meaningful GHG emission reductions

by 2030, on our way to net zero in 2050.
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https://www.climatebonds.net/market/explaining-green-bonds
https://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/green-bond-principles-gbp/
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Important Disclosure. This is not a recommendation to buy or sell any of the securities mentioned.  It should not be assumed that investments in such 
securities have been or will be profitable. The specific securities were selected on an objective basis and do not represent all of the securities purchased, 
sold or recommended for advisory clients.

About Trillium Asset Management

Trillium Asset Management offers investment strategies and

services that advance humankind towards a global sustainable

economy, a just society, and a better world. For nearly 40 years,

the firm has been at the forefront of ESG thought leadership and

draws from decades of experience focused exclusively on

responsible investing. Trillium uses a holistic, fully integrated

fundamental investment process to uncover compelling long-

term investment opportunities. Devoted to aligning

stakeholders’ values and objectives, Trillium combines impactful

investment solutions with active ownership. The firm delivers

equity, fixed income, and alternative investments to institutions,

intermediaries, high net worth individuals, and other charitable

and non-profit organizations with the goal to provide positive

impact, long-term value, and ‘social dividends’.

Contact Information

ContactUs@trilliuminvest.com

800-548-5684
Perpetual US Services Co, LLC and Trillium Asset Management
are affiliates under Perpetual Ltd. Australia.

Please note this email is for general inquiry purposed and personal 
information should not be provided.
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