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Introducing Sky — an ambitious scenario fo hold the increase in
the global average temperature to well below 2°C.

This requires a complex combination of mutually reinforcing drivers
being rapidly accelerated by society, markets, and governments.

From now to 2070 -
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Two Giants

The key characteristics of the four scenarios are summarised below:

High, unlcoked
in advanasd sconomies. Reform pucosss in mdia nmlsm high

Rapid pmdmm rates for some S s de,p;am basins whh
coatly res
highly ifarentistod ‘produts. Less technology ransfer from mn]m

primarily an regulation to enforce reduction in emissions. G!obuily
theinitial focus s on resctive adaptation, with some proactive

Afutre In economi

Nationelism drives econormie policy rathes than reform. Security of
supply drives resources investmert polcy: Limited dicksl ccaperation.
R dwindles with low mpumty

d support. Faod and water supply

bilty > St
abandoned in favour of adaptation.

Robust global econemic growth sustains strong impetus to develop
and implement cleaner, more eneray efficient solutions that support
growth. Unifled socital action to adehress fimats change lesds t hlgh
to limit emissions. plays
apivotal role -nm  breskthroughs in new, next generaton olean moy

lower emmisnwhrgm Thers is an nrdedvtmmmnn toa 2°C world.

Strong global growth led by China and US regional centres that enable.
greater liberalised trade, Reform successin Latin Americs underpinned
by Figh intra-regional trade ntsgration, Coordinatsd policy responss
and agricultursl productivity gains sase water and food constraints.
Significant investment in ressarch and development and rapid transfer
of technalogy within the two centres. Focus on stronger mitigation and
proactive adaptation to climate change.
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Table 2: Critical uncertainties impacting demand for BHP Billiton's commaedities in a 2°C world

Commodity

Critical uncertainties

Energy Coal

0 Economic carbon capture and storage solution
0 Penalties for lower quality coal supply/minimum quality standards for power generation
£ Switch from coal to gas in power generation

Renewables capacity additions for power generation

Metallurgical Coal

0 Penalties for lower quality coal supply
Increased rate of steel scrap collection

() Materials substitution

Copper

0 Energy efficient machinery
0 Renewables capacity additions for power generation
0 Increased adoption of electric vehicles

\/! Increased rate of copper scrap collection

{.)) Materials substitution

Figure 6: Long-term commodity demand range in a 2°C world
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HiFfr:"Advancing TCFD guidance on physical climate risks and opportunities”, Global research institute “Measuring physical climate risk in equity portfolios”
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Chart 1: This report tests for the financial impact of two fransition scenarios

Limited Climate Transition (LCT)

Ambitious Climate Transition (ACT)
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MEXFHABEREEETA

—#1 BERE (G tonne-kmlyear)
“Under an ACT, demand for oil and coal transport is expected
to reach its peak in 2018 and decline to 2000 levels by 2050.
Demand for fossil liquid-bulk will decline by 28% through 2040
compare to 2015 levels. Likewise, bulk coal transport will
decline by 52% through 2040 from 2015.”

“H#2 ¥ B E (kJ/tonne-km)
“The ACT sees the maximum reduction in fuel consumption
for the dry-bulk segment with an average sector abatement of
52% by 2040 from 2010 levels.”

—#3 REMRHELR (%)
“In the ACT scenario, technological advancements and bio-
availability allow the penetration of biofuels starting in 2020
and reaching a share of 20% by 2040. Hydrogen will be used
starting in 2030 occupying a share of 6% by 2040 in the
ACT.”

~#4 i PARHE4% (USD/GY)
“HFO will remain as the lowest cost option, but from 2020, its
use alongside with emission abatement technologies will be
required to comply with emissions regulation.”

— #5 D REGEHER
“EEDI compliance at the current values is not sufficient to be
aligned in with the ACT nor the LCT. Additional carbon intensity
reduction mechanisms are needed (i.e. technical measures,
alternative fuels, carbon offsets).”

HiFT: 2ii.& The CO-Firm. “The Transition Risk-O-Meter”. 2017.
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HiFfr:"Advancing TCFD guidance on physical climate risks and opportunities”, Global research institute “Measuring physical climate risk in equity portfolios”
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