From just a transition
to a just transition?

Since emerging more

than 40 years ago, the

term “just transition” has
become synonymous with

a socially fair transition to

a low-carbon economy.
Many think the concept only
relates to climate, but it also
affects issues of planetary
boundaries and social
development.

Marie Navarre
Head of Sustainable
Research

Marie Rupp
Senior Sustainability Analyst

Unless the global population adapts
to climate change, almost all of life’s
essentials are at risk — energy, food,

clean air, water, health, homes. Yet the

attempt to mitigate or adapt to climate

change will itself affect livelihoods
(see Exhibit 1 for some impacts). In
fact, the social repercussions from
tackling climate change are likely to
impact 14 of the 17 UN Sustainable
Development Goals (SDGs). These
include, for example, the SDGS8 (“to
promote decent work and economic
growth”) and the SDG10 (“to reduce
inequalities”).

Climate transition also has the
potential to boost progress on
specific SDGs. For instance, on the
SDGY7 (“ensure access to affordable
and clean energy”), a shift towards
renewable energy is likely to expand
access to electricity and potentially
drive down costs (see Exhibit 1 for
more impacts). Yet, even though
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+ Climate transition involves
challenges in managing the
social impacts of tackling
climate change. But as well
as challenges, there are
opportunities for sustainable
and inclusive economic growth.

» Afocus on a “just transition” may
be the key to unlock lagging
actions on climate adaptation.

» To achieve a just transition, the
consideration of social factors
should permeate all aspects of
climate strategies. At AllianzGl,
we put the theme at the centre
of our in-house research and
stewardship toolkit.

+ “Just transition” is an
increasingly important topic
for investors due to inclusion
in climate planning and
incoming regulation.
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organisations such as the Network for
Greening the Financial System have
recognised the long-term economic
benefits of climate action,! there

can be geographic, timeline and
socioeconomic discrepancies — on
skills, pay or social protections, for

example — which can undermine

broad-based support for the transition.

As the OECD puts it, “High-skill
green-driven jobs usually pay higher-
than-average wages, but low-skill
green-driven jobs tend to have worse
job quality than other low-skill jobs.”?

The social and financial
consequences, either negative or
positive, need to be considered by
policymakers and businesses across
the full spectrum of stakeholders (as
shown in Exhibit 2).

Taking a whole picture of
just transition

The International Labour
Organization (ILO) defines “just
transition” as “greening the economy
in a way that is as fair and inclusive
as possible to everyone concerned,
creating decent work opportunities
and leaving no one behind”. In

other words, the focus is on ensuring
fairness and equity in the transition
to a warmer world and a low-carbon
economy. The term should not be
confused with “climate justice”, which
seeks to address the inequality of
climate change impacts.?

In the past, the focus of climate
transition has centred on higher
emitting sectors and their ability
to contribute to climate mitigation.
However, no sector is spared from

Exhibit 1: Some social impacts of climate actions

Mitigation

reducing the causes of climate change

Adaptation

adjusting to the effects of climate change

« For every fossil fuel-related job
lost, two clean energy jobs will be
created by 2030

* Indigenous peoples’ territories hold
50% of transition minerals reserves

« Off-grid renewable technologies to
give access to energy to 670 million
people on top of 280 million so far

« About 70% of the global workforce
are already exposed to the risk of
extreme heat at work

+ “Heatflation” - added food costs
caused by rising temperatures —
could increase food inflation by 3.2
percentage points a year by 2035

» Energy costs of low-income
households in the EU would be 19%
higher on average by 2050 without
climate actions

Source: IEA, Business & Human Rights, IRENA, ILO, WEF, Institute for European Energy and

Climate Policy

Exhibit 2: Overview of “just transition”
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1) Benefits of Accelerating the Climate Transition Outweigh the Costs, IMF Blog
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2) OECD employment at record high while the climate transition expected to lead to significant shifts in labour markets

3) Introduction to Just Transition: A Business Brief (Climate Justice in glossary p. 19), UN Global Compact

4) Working on a warmer planet: The impact of heat stress on labour productivity and decent work


https://www.imf.org/en/Blogs/Articles/2023/12/05/benefits-of-accelerating-the-climate-transition-outweigh-the-costs
https://www.oecd.org/en/about/news/press-releases/2024/07/oecd-employment-at-record-high-while-the-climate-transition-expected-to-lead-to-significant-shifts-in-labour-markets.html
https://unglobalcompact.org/library/6093
https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@dgreports/@dcomm/@publ/documents/publication/wcms_711919.pdf
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the consequences of future higher
temperatures — and the need to
adapt. The impact on individual
stakeholder groups varies by sector
and location, and we have identified
significant blind spots in the social
approach of climate adaptation.

To focus on workers, for example,
factors such as heat and physical

risk must be addressed to ensure

no disruption in operations, and to
preserve productivity. The ILO has
estimated that, by 2030, up to 3.8%

of total working hours may be lost to
high temperatures.* Failing to consider
the effects of heat in a transition plan
would significantly undermine its
credibility and could result in negative
social and financial consequences.

A resilient and well-scoped climate
transition plan would also include
measures to reskill, upskill or redeploy
affected workers, while attracting and
retaining new expertise (see Exhibit 3).

How to measure for a
just transition at the
company level

Company key performance indicators
(KPIs) relating to a just transition are
still at an early stage of development.
Typically, they focus on the existence
of policies and some workforce
measurements, such as training hours
or participation rates, and major
redundancy data. Reporting initiatives
such as the General Reporting
Initiative, Transition Plan Taskforce
and International Sustainability
Standards Board provide guidance
on which transition-related metrics

to disclose. These may include the

5) Free, Prior and Informed Consent, IHRB

6) Adaptation Gap Report 2024 (page 16), UNEP

Exhibit 3: Examples of corporate actions to support a just transition

Sector

Stakeholder

Example

Automobiles

Workers

Company creates a multi-site university to educate employees
on new technologies that enable future mobility, ranging from
electrification to circular economy, and sets quantified targets
(courses and employees certified volumes).

Company engages with local communities affected by its
transition plan through its Stakeholder Management System
over continuous dialogue, transparency and contribution to local
development programmes (eg, energy access, education, health,
land protection) leading to explicit FPIC,° reducing dilution of

Company supports farmers in its supply chain on climate
adaptation through the promotion of regenerative agriculture,
including education, financing and insurance programmes, and
sets quantified targets (sourcing from regenerative agriculture

Energy Communities
indigenous rights.
Food and Suppliers
beverages
volumes).
Power utilities  Customers

Company provides customers with tools to measure and control

energy consumption and expands renewable energy access in

rural areas. This extends to supporting vulnerable customers in

terms of reliable, accessible and affordable energy.

Source: IEA, Business & Human Rights, IRENA, ILO, WEF, Institute for European Energy and

Climate Policy

number of jobs created or lost, and
the sites or communities impacted by

a transition plan.

Investment and regulatory needs
are helping to push for improved
transparency. For investments, the
UN has highlighted the significant
investment opportunity for the
private sector in addressing the
adaptation finance gap.® The Just
Transition Finance Lab and the
Climate Bonds Initiative have both
highlighted how green, social,
sustainability and sustainability-
linked (GSS+) bonds can support a
just transition.” There is also the EU
Just Transition Fund, which is part of
the EU Just Transition Mechanism.

On the regulatory side, a general
scrutiny on social aspects — under the

Corporate Sustainability Reporting
Directive, the Human Rights Due
Diligence laws and EU Green
Taxonomy safeguards — together
with initiatives such as the Principles
for Responsible Investment are
pushing the agenda for reporting and
best practices.

For the time being, engagement
will be key for assessing whether

transition plans are just.

Investing for a just transition

There is evidence of progress. As

of June 2023, three-quarters of
sustainability bonds issued to date
were found to have “just energy
transition” features, according to
research by the Grantham Research
Institute on Climate Change and

7) See Could bonds hold the answer to investing in the just transition to a green economy?, Just Transition Finance Lab and Mobilising

global debt markets for a just transition, Grantham Research Institute on Climate Change and the Environment

8) Mobilising global debt markets for a just transition, Grantham Research Institute on Climate Change and the Environment 3


https://www.ihrb.org/resources/what-is-free-prior-and-informed-consent-fpic#:~:text=Free%2C%20prior%20and%20informed%20consent%20(or%20FPIC)%20centres%20on,activities%20undertaken%20on%20their%20land
https://www.unep.org/resources/adaptation-gap-report-2024
https://justtransitionfinance.org/commentary/could-bonds-hold-the-answer-to-investing-in-a-just-transition/#:~:text=Just%20transition%20bonds%20could%20support,that%20ensure%20positive%20social%20outcomes
https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2023/12/Mobilising-global-debt-markets-for-a-just-transition-policy-insight.pdf
https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2023/12/Mobilising-global-debt-markets-for-a-just-transition-policy-insight.pdf
https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2023/12/Mobilising-global-debt-markets-for-a-just-transition-policy-insight.pdf
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the Environment alongside the
Climate Bonds Initiative. This meant
that issuers were using some of the
proceeds for measures to advance
renewable energy, employment,
education or equality.®

However, there is clearly more to be
done in terms of embedding social
considerations in climate-related
risk management — as well as in
investment solutions oriented on

climate transition.

Our research at AllianzGl has
determined that a just transition
touches on all three of our pivotal
sustainability themes.

» Climate change — We consider “just
transition” to be one of six elements
needed to support climate
transition.?

* Planetary boundaries — The

question of what our planet can

sustainably produce without losing
its ability to self-regulate is tied up
with the concept of a just transition.
The social impact of climate change
is nowhere as stark as when key
resources such as food and water
are under stress.*®

¢ Inclusive capitalism — The drivers
of a just transition are similar to
those that underlie socioeconomic
stability. These have repercussion
on the healthcare system and the
labour market.!

We continue to evolve our in-house
research and stewardship toolkit
to integrate the theme of a just
transition:

* We embedded the concept of a
“just transition” into our climate
transition plan framework guide.?

* We extended the assessment of
“just transition” materiality across
our 24 sectors (see Exhibit 4),

allowing us to determine which
sectors are highly, significantly or
moderately impacted by this issue.

» For sectors in which “just transition”
is highly material, we are creating
“deep dive” analysis that explains
the materiality in detail and outlines
leading and lagging practices.?

* We developed new engagement
guidance for investment personnel
to help them conduct constructive
dialogue with companies affected

by “just transition”.

One transition towards a
more sustainable future

“Just transition” is not a parallel track
to the broader climate transition,

but an essential feature of it, which
should be recognised by all impacted
stakeholders. Whatever the point of
view — climate, planet or social — “just
transition” is at the heart of a more

sustainable and inclusive society.

Exhibit 4: Extract of just transition materiality assessment by sustainability factors

Sustainability factors Health & safety Human capital Customers Suppliers Communities
Automobiles [ [ [}

Construction, engineering and homebuilding ([ J [ J

Consumer durables and apparel [ J [ ]

Consumer services ([ ] ([ [ J
Energy [ J [ J
Food, beverage [ (]

Health care-services [ J

Insurance [

Metals and mining [ J [ [ J
Real estate ( [ (]

Tranporation and logistics (] [ [ J
Utilities-electricity generation [ J [ J o

Material level: ® Highly @ Significantly

@® Moderately

9) Energy transition: time to clear the air, AllianzGl

Source: Allianz Global Investors, 2025

10) See The crisis on our plates, AllianzGl and How investors should tackle the water crisis, AllianzGI

11) See Healthcare: how to live better, AllianzGl and 2025 theme 5: Working with the modern workforce, AllianzGl
12) When is a climate transition plan a real plan?, AllianzGl

13) Sustainability and Stewardship Report 2023 (p 23 — 02.2 Sustainability research), AllianzGl


https://www.allianzgi.com/en/insights/outlook-and-commentary/energy-transition-time-to-clear-the-air
https://www.allianzgi.com/en/home/insights/outlook-and-commentary/the-crisis-on-our-plates
https://www.allianzgi.com/en/home/insights/outlook-and-commentary/liquid-capital-water-crisis
https://www.allianzgi.com/en/insights/outlook-and-commentary/healthcare-how-to-live-better
https://www.allianzgi.com/en/insights/sustainability-blog/2025-theme-5-working-with-the-modern-workforce
https://www.allianzgi.com/en/insights/sustainability-blog/climate-transition-plans
https://www.allianzglobalinvestors.de/MDBWS/doc/AllianzGI_Sustainability_and_Stewardship_Report_2023_Apr24.pdf?3de732ec1cdfe8be1ef9702ada8b578974b3bac1
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The document is for use by qualified Institutional Investors (or Professional/Sophisticated/Qualified Investors as such term may apply in local
jurisdictions).

This document or information contained or incorporated in this document have been prepared for informational purposes only without regard to the
investment objectives, financial situation, or means of any particular person or entity. The details are not to be construed as a recommendation or an
offer or invitation to trade any securities or collective investment schemes nor should any details form the basis of, or be relied upon in connection with,
any contract or commitment on the part of any person to proceed with any transaction.

Any form of publication, duplication, extraction, transmission and passing on of the contents of this document is impermissible and unauthorised. No
account has been taken of any person’s investment objectives, financial situation or particular needs when preparing this content of this document. The
content of this document does not constitute an offer to buy or sell, or a solicitation or incitement of offer to buy or sell, any particular security, strategy,
investment product or services nor does this constitute investment advice or recommendation.

The views and opinions expressed in this document or information contained or incorporated in this document, which are subject to change without
notice, are those of Allianz Global Investors at the time of publication. While we believe that the information is correct at the date of this material, no
warranty of representation is given to this effect and no responsibility can be accepted by us to any intermediaries or end users for any action taken on
the basis of this information. Some of the information contained herein including any expression of opinion or forecast has been obtained from or is
based on sources believed by us to be reliable as at the date it is made, but is not guaranteed and we do not warrant nor do we accept liability as to
adequacy, accuracy, reliability or completeness of such information. The information is given on the understanding that any person who acts upon it or
otherwise changes his or her position in reliance thereon does so entirely at his or her own risk without liability on our part. There is no guarantee that
any investment strategies and processes discussed herein will be effective under all market conditions and investors should evaluate their ability to
invest for a long-term based on their individual risk profile especially during periods of downturn in the market.

Investment involves risks, in particular, risks associated with investment in emerging and less developed markets. Any past performance, prediction,
projection or forecast is not indicative of future performance. Investors should not make any assumptions on the future on the basis of performance
information in this document. The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations
and you may not get back the amount originally invested.

Investing in fixed income instruments (if applicable) may expose investors to various risks, including but not limited to creditworthiness, interest rate,
liquidity and restricted flexibility risks. Changes to the economic environment and market conditions may affect these risks, resulting in an adverse effect
to the value of the investment. During periods of rising nominal interest rates, the values of fixed income instruments (including short positions with
respect to fixed income instruments) are generally expected to decline. Conversely, during periods of declining interest rates, the values are generally
expected to rise. Liquidity risk may possibly delay or prevent account withdrawals or redemptions.
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