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AP3 (Third Swedish National Pension Fund) is an asset owner 
whose mission is to promote the stable development of the state 
income pension system for current and future pensioners. The 
capital is invested in order to generate a high return over time. 
AP3’s mission includes promoting sustainable development by 
being a responsible owner and investor. 

Climate change is one of the biggest challenges of our time. 
The accumulated research shows that a rapid, decisive transition 
is needed to limit global warming to 1.5°C by 2100. AP3’s long-
term goal is for the entire portfolio to achieve net zero emissions 
by 2050 and be aligned with the 1.5 degree target of the Paris 
 Agreement. 

In 2017, AP3 adopted the recommendations of the Task force on 
Climate-related Financial Disclosures (TCFD) as a means to iden-
tify and manage climate-related financial risks and opportunities 
in the portfolio. In 2021, AP3 also signed up to the Paris Aligned 
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Introduction

Investment Initiative (PAII), launched by the Institutional  Investors 
Group on Climate Change (IIGCC) to focus on how investors’ 
portfolios can evolve in line with the goals of the Paris Agreement. 
AP3 has formulated climate targets and an action plan in accord-
ance with the recommendations of PAII’s Net Zero Investment 
 Framework. 

About AP3’s Climate Plan 
AP3’s Climate Plan aims to outline the roadmap and milestones for 
achieving net zero emissions in the portfolio (managed externally 
and internally) by 2050 and for it to be aligned with the 1.5 degree 
target. The content and targets have been formulated in line with 
the recommendations of PAII’s Net Zero Investment Framework, 
with a structure based on the TCFD’s guidelines. The status of each 
target is presented based on the latest full-year data. 
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The Swedish Government appoints AP3’s Board members, who 
decide a Sustainability Policy with general guidelines for the Fund’s 
sustainability work. Climate is one of AP3’s key focus areas, with 
the Sustainability Policy stating that: 

As a responsible owner and investor, AP3 must contribute to 
combating climate change and limiting its effects in line with the 
Paris Agreement. AP3’s portfolio must deliver net zero greenhouse 
gas emissions by 2050 in line with climate scenarios for 1.5°C global 
warming. 

Governance

The Board receives continuous information and updates on the 
Fund’s sustainability and climate work. 

The CEO has overall responsibility for ensuring that the policy 
is adhered to and implemented in operational activities. AP3’s 
Investment Committee (IC) decides on key climate and sustainabil-
ity issues, and these issues are integrated into the investment and 
engagement processes. The Sustainability & Governance team 
provides  support in the form of ongoing climate risk assessments 
and  target monitoring. 

AP3’s portfolio is exposed to two general types of climate-related 
risk: physical risk and transition risk. Physical risks are those that 
arise as a direct result of climate change, such as when floods, 
heatwaves or rising sea levels lead to high costs or reduce the val-
ue of certain assets. Transition risks are generated by the transition 
to a low-carbon economy, and include policy decisions such as 
increases in carbon taxes and the price of emission allowances. 
Climate change can also present financial opportunities, particu-
larly for sectors and companies that apply new technologies and 
enable the necessary transition in various ways. 

The transition will inevitably favour some companies in AP3’s 
portfolio, while others will be disadvantaged. One general risk for 
AP3, as a global asset manager, is that portfolio companies do not 
pay climate-related risks and opportunities the necessary attention 
and are thus unprepared for the impact that climate change may 
have on their operations.

As part of its drive to achieve a portfolio with net zero green-

Strategy

house gas emissions by 2050, AP3 is working to integrate climate 
issues into its asset management and has established milestones 
and working practices for follow-up. The Fund’s  portfolio managers 
and its Sustainability & Governance team analyse the portfolio and 
specific companies based on carbon emissions and forward-look-
ing key metrics. These metrics show how well the companies’ 
transition plans relate to the 1.5 degree target. Every three years, 
the portfolio is stress-tested under  different climate scenarios to 
assess the sensitivity and resilience of the portfolio strategy. 

AP3 wishes to contribute to real emission reductions and climate 
adaptation in society, and believes that engagemnet and responsi-
ble stewardship have the greatest potential to make a difference. At 
the same time, engagement needs to be combined with investing 
in  climate solutions that promote transition, and avoiding invest-
ment in companies with no ambition to make the transition or 
where the  climate risk is too high. 

Invest – opt in Responsible ownership 
– engage Avoid – opt out

AP3 integrates climate 
 considerations into all investment 

decisions and makes targeted 
investments that promote climate 

improvement measures, for 
example through green and 

sustainable bonds. 

AP3 is a responsible owner, 
engaging in advocacy work 

directly with companies and with 
other stakeholders. The aim is to 

encourage portfolio companies to 
reduce their climate footprint and 

manage climate risks.

AP3 does not invest in companies 
with a large climate footprint that 

are considered to lack the 
potential or ambition to reduce 

their emissions and contribute to 
the green transition.

Three principles 
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AP3 regularly analyses the sustainability risks of its portfolio 
companies based on third-party data. A minimum level of accept-
able sustainability risk determines whether companies’ financial 
instruments are investable. To manage the existing climate risk in 
the portfolio and contribute to the necessary transition, AP3 works 
primarily through stewardship and engagement with companies 
whose operations or value chains generate sizeable greenhouse 
gas emissions. Investing in climate solutions or instruments that 
favour the climate reduces the overall climate risk in the portfolio, 
and where the risks are deemed too high, the Fund chooses not to 
invest. 

Influence through active stewardship
AP3’s ambition is to fulfil its mission as a responsible owner 
through active corporate stewardship. This means that the Fund 
also invests in companies and sectors that currently have a large 
climate footprint, provided that the companies are deemed to have 
the ambition to change and contribute to the green transition in 
society. Acting to accelerate the transition of these companies 
can both contribute to real emission reductions and reduce the 
climate-related financial risks for the companies, AP3’s portfolio 
and thus the Swedish pension system. AP3 is working to ensure 
that the companies in the portfolio are aware of the climate-related 
risks and opportunities to which their businesses are exposed, and 
that they themselves pursue ambitious climate action with transi-
tion plans and science-based climate targets. This applies to both 
listed and unlisted companies and bond issuers. 

The companies that account for 70 percent of the carbon 
emissions in the equity portfolio have been identified, in order that 
the Fund’s resources can be directed where there is the greatest 
potential and need for development. This has resulted in a number 
of focus companies with which AP3 will engage in dialogue going 
forward. 

AP3 also promotes climate change through corporate engage-
ment by voting at annual general meetings and proposing and/or 
supporting other investors’ proposals at AGMs that are in line with 
the Fund’s Sustainability Policy. This applies not least to climate 
resolutions that are critical for companies to help combat climate 
change and mitigate its effects in line with the Paris Agreement. 

Risk management

AP3 promotes the issue of sustainability targets in remuneration 
programmes, alongside transparent reporting of climate lobbying 
and work to ensure that companies adopt and publish clear climate 
strategies. 

Exerting influence in concert with other investors and stakehold-
ers can have a significant impact. AP3 contributes to the devel-
opment of the climate and sustainability agenda globally through 
several collaborative initiatives, including IIGCC, PAII, PRI, CA100+ 
and iCI. For a longer list and more information on the initiatives, visit 
AP3’s website.

Investments that promote climate change  
mitigation and adaptation
Limiting global warming to 1.5 degrees requires a transition that 
needs financing, with investments focusing on renewable energy, 
electrification of the transport sector and energy efficiency in build-
ings and industrial processes. According to the IEA’s Net Zero 2050 
scenario, annual investments in fossil-free energy need to more 
than triple by 2030 compared to today. 

The far-reaching transition and climate change adaptation needs 
to be financed both privately and publicly. AP3 works to find fa-
vourable investment opportunities in climate solutions, including 
through green and sustainable bonds that finance projects involving 
climate or environmental improvement measures. The principles 
of the International Capital Market Association (ICMA) are used to 
define green and sustainable bonds. 

The Fund also invests in listed and unlisted companies with 
positive climate impacts and those that facilitate the transition in 
sectors such as forestry, infrastructure and technology.

Avoiding investment in companies with no  
climate transition ambitions
The Fund does not invest in companies with a large climate foot-
print that are considered to lack the potential and ambition to reduce 
their emissions and contribute to the green transition. AP3 therefore 
does not invest in companies operating in the coal and consumable 
fuels category. Energy companies operating in the  integrated oil & 
gas or oil & gas exploration & production categories are excluded if 
they are classified as red by the Transition Pathway Initiative (TPI), 
i.e. do not have a plan in line with the 1.5 degree target. 

Read more about 
collaborations and 

agreements:  

ap3.se
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In addition to AP3’s long-term goal for the portfolio to achieve net 
zero emissions by 2050, four interim targets have been adopted in 
the following areas: emission reduction in the portfolio, invest-
ments in climate solutions, portfolio company alignment with the 
1.5 degree target and a threshold level for engagement. 

Since AP3 wants to contribute to a real reduction in emissions, 
the reduction in the portfolio will primarily be achieved by the com-
panies in the portfolio reducing their emissions and transitioning 
their operations in line with the 1.5 degree target. The latter two 

Targets and metrics

target areas therefore aim to reflect changes in the companies’ 
climate work, and to ensure that AP3’s engagement and advocacy 
efforts are directed at the companies that account for the largest 
share of the portfolio’s financed emissions and are not already 
aligned with Net Zero 2050 and the 1.5 degree target. 

AP3 is working to continuously improve its climate targets 
and monitoring. Both the emission scope and the range of asset 
 classes will gradually be expanded as the entire portfolio moves 
towards achieving net zero emissions by 2050.

Target description Target Target year Metric Status 2022

Emission  
reduction

Halve the carbon footprint of the 
directly owned equity portfolio  
(base year 2019)

-50% 2025 Tonnes CO2e (Scopes 1, 2) -25%

Climate  
solutions

Share of fixed income portfolio 
invested in sustainable bonds

25% 2025 Percentage 21% (of which 20 percent-
age points in green bonds 
and 1 percentage point in 
other sustainable bonds)

Company 
 alignment with 
1.5 degree  
target

Share of companies in the equity 
portfolio in key sectors* that are 
aligned with the 1.5 degree target

50% 2030 Percentage of companies 
with ITR** ≤ 1.5 

28%

100% 2040

Engagement Active advocacy dialogue with the 
companies that account for the 
 largest share of emissions in the 
equity portfolio and that are not 
already net zero or aligned with the 
1.5 degree target

Companies 
accounting 
for 70% of 
emissions

2023 Number of climate- 
focused dialogues and 
share of focus companies 
with ITR ≤ 1.5

Focus companies account-
ing for 70% of emissions 
have been identified and 
15% of them have ITR ≤ 1.5

Companies 
accounting 
for 90% of 
emissions

2030

* Key sectors are those that are vital for the transition to net zero and have the NACE codes A–H and J–L; https://nacev2.com/en. 
** ITR – Implied Temperature Rise, a forward-looking measure that shows how a portfolio or company’s climate plans relate to the 1.5 degree target.
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Emission reduction

About targets and methodology
According to the IPCC’s latest climate scenarios, global green-
house gas emissions need to be reduced by 45–50%  by 2030, 
compared to 2019 emission levels, in order to limit global 
warming to 1.5 degrees by 2100. AP3’s target for the directly 
owned equity portfolio is to halve emissions from 2019 levels 
by 2025. AP3 monitors and reports financed greenhouse gas 
emissions (Scopes 1, 2) from the directly owned equity port-
folio in AP3’s annual report. The financed emissions are based 
on the companies’ market value, as agreed with the other AP 
Funds. 

Future plans
There will be a review of the potential for target setting and 
monitoring with reliable data in more asset classes, plus 
Scope 3 emissions.

Climate solutions

About targets and methodology
Limiting global warming to 1.5 degrees will require major 
investments focused on key areas such as renewable energy, 
electrification of the transport sector and energy efficiency 
in buildings and industrial processes. AP3 aims to have 25% 
of its fixed income portfolio invested in sustainable bonds 
(green, social, sustainable or sustainability-linked) by 2025 
and applies ICMA’s definitions. 

Future plans
AP3 will continue to invest in green and sustainable bonds in 
cases where there is a good likelihood of a positive climate 
impact. There will also be a review of the potential to set 
 targets and develop monitoring methodologies for more 
 asset classes with regard to investments in climate solutions. 

Company alignment with 1.5 degree target 

About targets and methodology
The question of whether AP3’s portfolio is on track for net 
 zero emissions by 2050 and in line with the 1.5 degree target 
 depends on the actions of the companies in the portfolio. To 
get an indication of how the companies’ planned develop-
ment relates to the pace and scale of emission reductions 
required by the 1.5 degree target, AP3 has started to monitor 
the  Implied Temperature Rise (ITR) of the portfolio and its 
companies. 

The target to have 100% of the companies in key sectors 
aligned with the 1.5 degree target by 2040 is based on the 
need for all companies to have a plan for reaching net zero 
emissions well before the 2050 deadline for net zero. 

Future plans
AP3 has started monitoring the ITR as a forward-looking 
indication of the portfolio’s status regarding the 1.5 degree 
target. Methodology and results will be evaluated, and the 
development of additional metrics for alignment with the 1.5 
degree target will be monitored. The target currently covers 
the directly owned equity portfolio; in the future, the possibi-
lity of measuring in a similar way in other asset classes will be 
evaluated.

* Key sectors are those with NACE codes A–H, J–L, delineated as recommended 
by PAII’s Net Zero Investment Framework. Of all the companies in AP3’s portfolio 
of directly owned shares as of 31 December 2022, around 90% (approx. 1,150 
companies) operate in the key sectors. 

Engagement

About targets and methodology
The companies that account for approximately 70% of the 
directly owned equity portfolio’s emissions (Scopes 1, 2 and 
3) have been identified, in order to ensure that engagement 
resources are properly targeted. This has generated a list of 
around 55 companies that will be the focus of AP3’s climate 
advocacy work. The ITR of the focus companies has also 
been analysed. The focus companies with an ITR ≤ 1.5 will 
be monitored, while the strongest advocacy drives will be 
 directed at the companies with the highest ITR. 

The target is expressed as a threshold level for advoca-
cy dialogues. In 2023, the goal is to initiate climate-related 
dialogues with all companies on the focus list. By 2030, 
the ambition is to have similar advocacy dialogues with the 
 companies that account for 90% of emissions. The dialogues 
will be conducted by AP3 itself and through investor initia-
tives such as Climate Action 100+. The in-house dialogues 
will be based on what AP3 expects from portfolio companies 
regarding climate change, as shown on the last page. 

 
Future plans
Initiate dialogues with the companies on the focus list.

Implied Temperature Rise (ITR) 
ITR is a forward-looking measure that shows how a portfolio or a company’s climate plans relate to the 1.5 degree target. It is based on company- 
specific assessments of allocated carbon budget, current emissions, plus targets and ambitions. ITR data is supplied by an external provider.

6 AP3 Climate Plan



AP3’s expectations of companies

AP3’s expectations of the companies it invests in are based on internationally recognised 
principles such as the UN Global Compact, the UN Guiding Principles on Business and 
Human Rights and the OECD Guidelines for Multinational Enterprises. These expectations 
form the basis for investment decisions and the engagement with  companies. 

The expectations are primarily aimed at the companies’ boards, since they are respon-
sible for understanding the environmental and social impacts of the company’s activities. 
Boards should therefore guide and scrutinise management’s work on these issues. Their 
respon sibility also includes reporting material financial information to investors and other 
stakeholders. 

To fulfil their responsibilities concerning climate change, the companies in  
which AP3 is invested are expected to: 

Integrate climate into company strategies and policies, for example by:
 ● Identifying and evaluating the company’s material climate-related risks and 
 opportunities. 

 ● Evaluating the sensitivity and resilience of the company’s strategy under different  
climate scenarios.

 ● Setting science-based short, medium and long-term targets for Scope 1, 2 and 3 
 emissions. The targets should be aligned with the 1.5 degree target of the Paris 
 Agreement and include a net zero target by 2050. 

 ● Ensuring that the integration of climate change into company strategies is promoted  
via factors such as organisational structure and remuneration systems. 

Address climate-related risks and opportunities, for example by: 
 ● Integrating a process to prioritise, manage and monitor the climate risks and 
 opportunities of the business.

 ● Developing a transition plan that explains how the company will achieve its climate 
targets. Planned activities should be described in the transition plan, and the expected 
impacts of the activities should be quantified. 

 ● Considering the potential social impacts of the activities in the transition plan and 
 managing them according to the ILO Just Transition Guidelines or their equivalent. 

 ● Ensuring an investment plan that supports the transition plan and enables the 
 achievement of the climate targets. 

Pursue advocacy that aligns with the company’s climate ambitions, for example by:
 ● Deciding on a policy for political advocacy that supports the company’s climate 
 ambitions. 

 ● Reporting climate lobbying aimed at policy makers. 
 ● Collaborating with other stakeholders in the value chain on climate solutions in the 
 industry. 

Report transparently on the company’s climate-related progress, for example by: 
 ● Reporting climate-related information and key metrics in line with relevant accounting 
standards, preferably based on the TCFD’s recommendations. 

 ● Publishing externally verified emission data (Scopes 1, 2 and 3). 

As a global investor, AP3 operates in markets and sectors with different types of risk 
 exposure to climate change. The expectations apply to all companies in which AP3 is 
 invested, but our expectations are particularly high for companies whose operations or 
value chain result in considerable greenhouse gas emissions and that have high exposure 
to climate- related risks. 
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