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An investor initiative in partnership with UNEP Finance Initiative and UN Global Compact



RERDEED

SUERZ XL TIE, B FRICAITTERERTIERRRGHELN
RSN TEY ., TDHBIZOLTHOMEN

= Climate Action100
= Just Transition Initiative

=k - TN —F—TFTI3ATURX
= IPRGEE T B NAE UL BUER XTI )




Climate
Action 10@

Climate Action 100+ D&

s IVF—DAUMREEORER) EEL i
T RBEEBADRBER D SERE Climate
RIS T 747 Achon 100+

- 450LL ED#RHIRERH S, AUM

D& EHTA0IKKFILEE

C IVH—S AV RO R AT 450+ ZSeq
161tt. HART10%t (202053 A HR1E) > 40"

+ 2017812 8ICRE—FL. 5SRO TR "' f
xIk

- 20195F10A ITEWBHREEZTR K



I —D AR (Focus List Companies)

HRCEEVRAREHEENZ L\ NYT1001tE BERZNVRATLLEEE
EEZBINIT —D AT R

X RIERDHI R 53 HRIEFXDEIZ—H52H




SEDINT—OAMEES

1111
11}
-

DOE—FEBIDNRE
OE—FENZDOWWTHIEHRBATR. [IEEBRIZx 9 SBHEL I FHF

D 2050FHEHH EERREAICM I -G HEH ERE B 2
B =EHIRE EREREICEAT HEH - - R B1ROKRE

O SBREHOBEEZTOTEI4—TE HBEDOAESR
BITHE

2 TCFD #1&5 DXk
SIE OF)ADHEED . EEMEDSL TCFD HEE DIERL




Just Transition [ZAT=E - BIZE > =17
BREFXRDSIRHERIZHESMGAEZZEEE DPME LT REN?

Just Transition 41 —L7F 7 (GBIS#E - 1=31T) X, NUBEICHE - T, SENEGHEEOEHEENMNIBIDET S
7‘&:(&')%;1)%%%%%b§ﬁ1li%§bllﬂﬁ'Zaﬁiﬂ’é*i‘%ﬂ’*ﬂﬂ'lﬁt%ﬁlﬁ’)(f%fﬁ%(:%f:‘d’zth“'@%éfﬁ%ﬂ’&ﬁi?’é:
ZHY T o

Climate change and the just transition SIEZEHIZCHITAEBIZHE > -BITEZXIET HI%
BRAT—hAVE

139 investors representing
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You can sign the statement
here.

Download the investor guide : www.unpri.org/just-transition

The Investing in a Just Transition initiative is a partnership between the PRI and the GRI, IRl and ITUC:
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PRI’s growing signatory base

Assets under management (US$ trillion) N° Signatories
100 2750
90 2500
80 2250
70 2000
1750
60
1500
50
1250
40
1000
30 750
20 500
10 250
0 0

2016 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
mmmm Assets under management (US$ trillion) AO AUM ($ US trillion)  ==@=Number of AOs === Number of Signatories

*Total AUM include reported AUM and AUM of new signatories provided in sign-up sheet that signed up by end of March of that year.
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Growth in ESG investing

$30.7 trillion invested as of Q1 2018*

An increase of 34% on 2016*

Proportion of ESG themed financing relative to total managed assets 2014 - 2018
70.0%
60.0%
50.0%
40.0%
30.0%

_.._.—-—-—-—'—""'_'_—-_.

20.0% +-

0.0%
2014 2016 2018
—e—  Furope 58.8% 52.6% 48.68%
—es—  United States 17.9% 21.6% 25.7%
—a—  Canada 3.3% ar.8% 50.6%
—e— Australia/New Zealand  16.6% 50.6% B3.2%
—— Japan 3.4% 18.3%

Mote: In 2014, data for Japan was combined with the rest of Asia. so this infosmation is not available.

*Source Global Sustainable Investment Alliance 2018 investment review, published biannually
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How will coronavirus affect the energy transition?

= Immediate priority now with crisis
management and survival, rather than
ESG.

And yet...

= Coronavirus highlighted the importance of
resilience to shocks

= These shocks could accelerate trends.
Over 40% of coal power assets globally
are cash flow negative

= Physics. Climate change alters the odds
on extreme weather events. The risks will
grow, not disappear.
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Moody’s: 12 sector $2 trillion in debt exposed to transition risk

12 sectors with $2 trillion in rated debt that have high or elevated levels of transition risk

KEY: M Elevated Risk - Inmediate W Elevated Risk - Emerging Moderate Risk Low Risk

Eleyated Risk - Emerging $1,726

Elevated Risk -
Immediate Moderate Risk Low Risk
$517 $10,125 $62,254

A detailed view| of immediate and emerging elevated risk debt, by sector

|
Coal Mining —
and Coal
Terminals

$13

shipping $24

Oil & Gas -
. Independent
ggﬁ%_"(:gs&' Exploration &
Marketing Production

$68 $370

Unregulated
Utilities and
Power
Companies

$504

Mining -
Metals and Automobile

Surface
Transportation .
and Logistics Other Materials, Manufacturers

5241 261 66
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28% of new coal capacity to enter the market cash flow negative

New analysis by Carbon Tracker Initiative

Of GW 499 planned new
capacity Carbon Tracker
models that 28% will be loss
generating at market entry

ASEAN and developing
countries have a higher
proportion of profitable
projects.

Yet, this is due to low-cost
financing and out of market
revenues.

Exposure to transition risk is
high, particularly if there is a
tightening of climate policy

Cost and competitiveness of new coal power investments

Percentage
of under-
Under- construction
construction Planned (MW)  Capital cost (Sm) and planned
(MW) capacity to enter
market cashflow
negative
China 99,710 106,176 158,338 61%
ASEAN 22,883 55,011 123,930 7%
India 36,698 29,327 79,850 23%
Turkey 1,465 31,715 64,032 0%
Japan 9,269 2,612 31,020 0%
EU 4,890 2,700 16,074 50%
United States N/A
Other 24,657 71,978 164,818 32%
199,572 299,519 638,062 28%

Source: Carbon Tracker analysis
Notes: Planned capacity includes, announced, permitted and pre-permifted.

Source: https://carbontracker.org/reports/political-decisions-economic-realities/
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https://carbontracker.org/reports/political-decisions-economic-realities/

$60bn of coal plant at risk of stranding in SE Asia— Carbon Tracker

Study of Vietnam, Philippines and Indonesia

Summary of stranded asset risk

Study found that new solar is
set to be cheaper than new

capital (%)*
Coal between 2021 - 2022 EVN 9,587 3.69 51.09 16 6,129 N/A
PetraVietnam 1,800 1.1 53.68 11 1,534 66%
become cheaper than existing /i —
PT PLN Persero 15,071 2B.B8 39.98 17 15,021 17%
coal power assets by 2028 pp——
Corporation 2,640 28.01 39.28 19 3,068 5%
Sinar Mas
. . . G 1,216 35.1 40,79 16 2,127 56%
Indonesia is the most at risk indonesia
of stranded assets with $35tr Indonesia Total 29,984 29.77 39.1 16 34,736 N/A
at risk if)':pﬂ:g:i'n 2,778 13.69 54.02 17 3,351 14%
DMCI Holdings 900 18.74 49 62 21 1,733 65%
. . EGCO Group 440 23 45,37 19 1,214 21%
Eg:(teher details are available Phlpines 5o s e » " VA
g:::::i"“d 56,430 15 59,530

Capacity

(Mw)
2018

Capacity-weighted

average
profitability 2018
(S/MWh)

Capacity-weighted
average cost 2018

($/MWh)

Average plant age

at retirement

Stranded
risk ($/mn)

Stranded
risk as
percentage
of total

Source: https://carbontracker.org/reports/economic-and-financial-risks-of-coal-power-in-indonesia-vietham-and-the-

philippines/
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https://carbontracker.org/reports/economic-and-financial-risks-of-coal-power-in-indonesia-vietnam-and-the-philippines/

The Inevitable Policy Response: Act Now

Need for critical thinking on climate scenarios

= Aforceful policy response to climate change is not
priced into today’s markets.

I N EVITAB I— E = Yetitis inevitable that governments will be forced to

PO L I CY act more decisively than they have so far, leaving

investor portfolios exposed to significant risk.
RESPONSE

= The longer the delay, the more disorderly, disruptive
and abrupt the policy will inevitably be.
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Reaching a 1.5 degrees outcome is a far bigger challenge — but
should remain the Aspiration

Global energy-related CO, emissions, GtCO,

40 2023-2025 Baseline (IEA STEPS & NDCs)
Paris Ratchet c.2.7-3.5°C
35| mmemmmmmm s TS T
30 Policy impacts
flowing into
25 economies and
financial markets
20
Temperature
15 overshoot
1.5°C pathway ———) IPR: Forecast
10 (low overshoot P1) Policy Scenario
(FPS)
5
0
2020 2025 2030 2035 2040 2045 2050
Principles for 9
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IPR: coal power demand declines at 24% per year 2025~2040

Coal demand by sector, Million tonnes coal per year

6,000 Electricity generation by fuel, %

5,000

W Low-carbon
m Gas

4,000

H Coal

3,000

2,000

1,000

2020 2025 2030 2035 2040 2045

M Electricity M Industry Other
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2 | BMEE | ZIRIEEERO TREZF O ESG & TORE | FPS differs to SDS and P1. In a number of

respects, first it is focuses on the transition
path (whether this is smooth or abrupt)
and not a

particular  temperature

outcome. Traditionally, scenarios have
focused on the latter, but in fact for
financial institutions an important issues is
whether this trajectory is predictable and
smooth or whether a sudden re-pricing
event could occur that would be highly
both

FPS does not get to 1.5, for

stressful  for companies and

investors.
that additional measures would be
needed, therefore the rate of emission

reduction is not as steep as in P1 or even
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SDS. It does however get close to SDS by
2040.

FPS is not an ideal scenario, it is though,
given political economy and international
constraints considered to be more
realistic, and is being picked up by a
number of investors and rating agencies as

a based case scenario.
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Key criterion are a) whether the asset is
cash flow positive or negative, b) future
marginal costs vis-a-vis the alternatives, c)
resilience to climate transition risks

(including policy risk carbon tax, support
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for alternatives etc). On the first, the table
below summarises the cost
competitiveness of new coal power
investments. In a number of markets, new
coal power plants many already be cash
flow negative upon entry to the market.
Technological change, cost innovations in
the alternatives, are undermining coal’s
economic footing and making investing in

it inherently risky.

Carbon Tracker has does detailed analysis
on the competitiveness of coal power
plants and should it be of interest we

would be happy to make an introduction.
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Cost competitiveness of new coal power plants

Percenlage
of under-
Under- construction
_construction Planned (MW) Copital cost (Sm) and planned
(Mw) capacity to enter

market cashflow
negative

China | 99710

ASEAN 22,883

India 36,698

Torkey 1,465

Japan 9,269

£u | 4890

United States - :
Other R 16481
199,572 299,519 638,062

Source: Carbon Tracker analysis
Notes: Planned copacity includes, announced, permitted and pre-permitted.

Source: https://carbontracker.org/reports/political-decisions-economic-realities/
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