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Governments, energy companies and financial services companies choose Barin
to advise them on transition
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Trusted by governments.. XGKS SySNHe a4SOGEZNXR FAYlFYOAIf &SNI
_FNR VI AdzLILI2 NI A/ h tOurcn&@ket repoftScou®r B0 countries Baringa developed the globallgading
Transition Councon net zero solutions and are relied upon by over 300 transition model that now supports our
for developing countries investors to support over £200bn of strateqic partnership with BlackRqgck
investment in transition over the last and is used by FS clients with over $40
five years trillion of assets
Deep experience in supporting XO2YYSNOAIE SELISNIAES XVYYRNLNWNEADGADYE SELISN
I320SNYyYSyiaa 2y 0NF yaAa drdnrepgwel dad Hydagen and embedding transition into your
batteries through to transport and real decisionmaking
Sadl GdSx
FT [INANCIAL makgéam This is why theeThas named Baringa the No.1 Consultancy for
statista ¥ CONSULTANTS 2023 Energy, Utilities and Environment for the last five years in a row
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https://www.gov.uk/government/news/second-energy-transition-council-ministerial-rapid-response-facility-launch
https://www.gov.uk/government/news/second-energy-transition-council-ministerial-rapid-response-facility-launch
https://www.baringa.com/en/industries/energy-resources/power-market-projections/
https://www.baringa.com/en/about/media-centre/baringa-and-blackrock-enter-long-term-climate-part/
https://www.ft.com/content/a0e5da6c-db5f-4aae-a04c-773a14e3ccbc

External change drivers
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Banks need to be able to demonstrdtteth that they are managing their climate
risksandfinancing the transition to net zero

Global regulatory priority

Investor pressure
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Economic & societal change

i Recognition of i Regulatory
climate change as a requirements on
source of major firms to manage
systemic risk those risks

—

i Recognition of i Investor mandates
climate change as a incorporating
source of major sustainability and
financial risk need to manage

climate risk

—

i Growing global i Mandatory TCFD
political support disclosures
i Growing net zero ; $300tn of

investment required
to deliver net zero

— e

commitments

Implement climate change risk
management capability
ICAAPs, ILAAS
IFRS 9

Drive the transition to net zero
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The ability taforecastyour financed emissions is critical if you are going to deliver
on your net zero commitments

STRATEGIC NET ZERO OPERATING MODEL

Ambition Target setting Net Zero Management Framework External
setting engagement
& disclosure

Investors

. . Net ZeroMonitoring & Forecasting
Business Target setting _ y
engagement analysis Balance sheet projections Counterpartylevel Credible Transition Plan (CTP) framework
Base Case Climate Scenafio A /

(see slides ¢ 16)

NZBA decision Periodic review Monitoring of actual and forecast vs targets Customer

I of targets : Net zero targets I
1
Competitor - P Standard
analysis : g setters
1
: Net Zero Steerin@gapability
: Seeslide 5 Regulatori
V \' '
1
:
L ) i ---------------------------- ii ---------------

Key enablers to embedding into your operating model

| Trainingl |TransitionMI I | Commsl | Governancel | Integration with cIimateriskI
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Banks are developing net zero steering mechanisorsleversg that operate at
multiple levels

Sector carbon budget (incl. what Managing a carbon emissions budget through each transaction with
analysis) clear processes and escalation routes

Internal Carbon Pricin Assigning internal costs to each ton of carbon used, which can be
9 factored into investment decisions
Integrating emissions into existing capital attribution framework

Sl iEEe CamEl Al adjusting amount of capital require based on emissions contribution
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Carboradjusted Hurdle Rate Adjusted internal hurdle rate to be lower for greener deal

Risk Appetite Limits (soft and hard limits) Range of numerical thresholds aim to contain the risk exposures

Portfolio Management Analysis of clients in the portfolio and decisioning to drive towards

target
Client Engagement Supporting clients through their transition journey
Sustainable Finance targets To encourage support of lesarbon solutions

Supporting clients through their transition journey through third

PelinerEe party partnerships to bring additional capabilities

Strategic

Net Zero Recovery Plan Actions to remediate divergences from your external targets

Engaging with government to advocate for policies that will

COUEIITEE E G acceleratedecarbonisation

Engaging with industry bodies to influence best practice for

(el RIS decarbonisation across the industry
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Global emissions will exceéddb degredParisaligned emissions by 21.9Gt CO2 in
2050, setting us on 4.5 degreegathway

Forecasted base case vs Paris aligned required annual global GHG emissions

Climate Action Tracker _
BAU: 2.7 degrees

50 ~
Global GHG emissions out until 2050 fail
meet regional targets and significantly mi 40 A
Paris aligned requirements forla5 degree
2050. At its worst, the deviation from the 30 -

Base Case: 2.5 degreess = = .

Pledges and Targets:
2 degrees I

ParisAccordreaches 70% in 2050,

Deviation of 21.9

signalling global efforts towards net zero 20 - GtCO2
are grossly underestimating the challengg Paris alignment 1.5
at hand. degrees I
10 A
0 T T T T T 1 .
2020 2025 2030 2035 2040 2045 2050

— Paris Alignment —— Base Case
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Of the excess 21.9Gt CO2 emitted in 20
40% is found to be from 4 major

economies: China, India, US and the EU,

Of this 40%, China comprises over half o
the emissions, with India following at
€.30%. The US still holds a relatively larg
portion at 10% while the EU contributes
<5% within these 4 regions.

OYAUUSNERE YIF 1S dzLd

Gt CO2

Vd Vd Ta

Excess GHG emissions forecast 2050

25 ~

20 A

15 ~

10 A

Missed Paris Targets
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This emissigns overshoot is partly because the targets set by these major emitter:
OSALISOAIf & AYVIE FTYR LYRAF I NB A VY@

High Aspiration Low Aspiration
NDC NDC

U EU China India

0 ® ® ® ) @ Current Emissions (2020)

Diverging ambitions of emissions targets 10 @® 2050 NDC
between developed and emerging marke ® .
reveals a clear distinction in their efforts t § 20 SR
align with al.5 degreescenario. B 30
2 40

The US and EU targets deviate from Pari % 50
respectively by 17% and 12%. This is § ?
RoI NFSR 68 LYRAL | s
deviation. 70

-80 o A

-90

-100
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term political stability (Durability) to deliver the targe

High Aspiration

NDC
us EU
With their more ambitious targets, the EU 0 ® ®
and the US are projected to miss their -10
emissions targets by 66% and 58% S 20
respectively. ‘é 30
In the nearterm, this is because they lack g 40
the operational maturity, government § -50
support, supply chain stability and & -60 ®
microeconomics required to support their > 20
transitions.
-80 o I
-90
-100
Baringa Credibility Score 3.2 3.5
Baringa Durability Score 0.9 1.6
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Low Aspiration

China

4.3
0.0

NDC

India

!

3.4
0.3

gsnainly in the US and EU

Current Emissions (2020)
2050 Baringa Base Case

2050 NDC

2050 Paris Aligned
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The Inflation Reduction Act in the US, &idPoweEU in the EU have partly
addressed the policy gaps required to deliver on their targets

Baringa Credibility & Durability Assessment (Overall Country Rating)

Durability

The IRA anBEPoweEU both addressed 2 U
significant policy gaps, with the result th e
their national credibility scores (an us, gf=
aggregate of their sector credibility score — —
increased. IND

The IRA was passed by Congress and wi CAN
therefore have to be voted on again to be 0 1 2 4 5
repealed, providing greater political Credibility

stability to the US transitiond an
improvement in the US Durability score

w

Movement pre and post major policy (IRA for USEPoweEU for the EU) —>

A
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Globally, the power sector leads the emissions reductions, while transport proves
challenging to decarbonise at scale

Energy CO2 reduction compared to base yedny sector

The decline in sector emissions is propell 5
by power (62%) and buildings (72%), as
these are the most cosiffective areas for 0 — - N ==
countries todecarbonise. L] I r
Industry and transport, however, remain s 51 I W Infrastructure
laggards, with their emissions falling by S ® Buildings
29% and 19% by 2050. % Resources
-10 - ® Industry
This can be explained by supsige m Transport
difficulties to decarbonise these sectors,
making it an onerous task for developers -15 1
and governments alike to materially redug
emissions.
-20 -

2020 2025 2030 2035 2040 2045 2050
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Despite similar growth in absolute renewables capacity in all four regions this
decade, much higher investment is required in the US, EU and China than in Indi:

Renewables Capacit@growth

_ _ Growth 202030 CAPEXReq. 2020 Growth 202050
Renewable capacity accelerates rapidly (GW) 2030 ($bn) (GW)
through to 2050, presenting significant A
investment opportunities across all regio .t 560 A $ 404 2,030 ‘o
In the 2020s, howeve€apExequirements
in the US, EU and China much higher tha @ 660 : $ 353 1,090 A
those in India. This is the result of India
having far less existing capacity that is d A A
to retire and be replaced this decade; @ 760 A $ 426 3,420 A
LYRAFQa O2YLJ} N} GA Q¢ < A A
that it deploys a lot more biomass, which A A
comparatively cheap 590 $121 2,540 :
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It IS Iimportant to package up your Base Case Climate Scenario with both rich
narrative and detailed data to enable broad kny

Base Case Reports Supporting data cube

Global narrative Country reports

Model output / variables

i Global macreeconomic, i Detaile report for each country to which you subscribe i Supporting data cube in .csv, .xml gonfile
geqpo_hﬂcal, t_ec?nologlcal aine i Detailed Credibility and Durability analysis at both courand s
emissionsprojections sectorlevel i 100s variables per country, covering all key sectors
A O\gerall E[;rllobalta_mdtrr]e?lontal i Detailed projections of technology deployment across power, i Credibility & Durability scores and all underlying
narrativewith metricsthat pu resources, transport, industry and buildings metrics
country results into context
i TechnologyCapEyrojections to support market sizing and i House view projection data

strategy formation
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