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Top of Mind Climate Questions for Investors

Double materiality:

How to align my portfolio to meet climate goals while managing my climate informed financial risks?

Risk-return Impact
What.is the impact What is the impact
of climate change of my investments

on my SAA? on the climate?
Focus of today’s -
session X




Climate Change scenario analysis
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e rereee global warming scenarios?
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. « What are the main climate risk drivers
H:}'( o 1.5°C PARIS AGREEMENT GOAL per asset Class/scenario?
_ WE ARE HERE
1.2°C Warming .
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Global mean
temperature
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Source: Climate Action Tracker (http://climateactiontracker.org/) -last updated May 2021




Improve the robustness of your SAA for climate change

TOP-DOWN PERSPECTIVE

Systemic impact

Strategic Asset Allocation /
Asset Liability

@h . . \ Management
at are the required policy levers per

climate change scenario? And what is the
impact on the expected asset class risk and
returns?

4 )

Climate change will have an impact on gradual

= Carbon tax physical risks and extreme weather events —

what is the impact on expected asset class risk
and returns per climate change scenario?

. J

= Feed-in tariffs for renewables

TRANSITION RISK
ASKY TVIISAHd

= Investment subsidies for carbon capture & storage Portfolio

= Biofuel blending requirements

= Policies supporting take up of EVs

BOTTOM-UP PERSPECTIVE

Idiosyncratic impact




Climate change: the impact on expected return (SAA)

/ o Are expected returns for different climate paths still \

_ _ aligned with required return?
Geometric portfolio returns

Absolute value under all scenarios

3,5% o The Failed Transition Pathway mirrors the climate-

3,0% uninformed baseline closely for first few years but as it
becomes obvious the transition is not occurring,

2% markets start pricing-in physical risks in their expected
returns.

2,0%

1,5% o The Paris Disorderly Transition Pathway, indicates a

1,0% sharp decrease in return in 2025 followed by a quick
recovery.
0,5%
0,0% o The Paris Orderly Transition pathway underperforms
2020 2025 2030 2035 2040 . . .
' ‘ N the Baseline to the extent that it factors in already
—Baseline N Paris Orderly Transition locked-in physical risks associated with 1.5°C of global
Paris Disorderly Transition = Failed Transition Warming




Climate change: the impact on GDP - regional differences

Impact of climate change on GDP per climate scenario

Paris Disorderly scenario Failed Transition scenario

Paris Disorderly: 20-year GDP growth cumulative impact Failed Transition 20-year GDP growth cumulative impact
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Climate change: the impact on return on equity per sector

Cumulative return (difference to baseline) heat map — Public equities — 10 years

- Other — High Water - Public ._..ConsumerConsumer - - Real

10Y Total Oil & Gas £ Carbon Carbon S I Forestry Materials Admi Industrials Di Stapl Health Financials IT Telecom Estat
NereY  Electric. Utilities ~UPPY min. 15¢ aples state

World -122% -32.6% -262% 411% @ 802% -120% -126% -109%  -152% -9.6% -135%  -127%  -13.0%  -12.0% -103%  -11.9%  -121%
DM -13.7% ~414% -259% 102.6% -774% -132% -13.8% -131% -183% -11.8% -13.9% -11.4% -142% -13.5% -12.2% -13.6% -14.1%
Europe -132%  -446% -337% 8.0% ~78.0% -9.8% -121% -114%  -136% -104%  -134%  -11.0% -13%  -125% -9.5% -107%  -123%

Failed Transition Pathway:
Cumulative return (difference to baseline) heat map - Public equities - 20 years

Other — T Water Public ConsumerConsumer Real

20Y Total Oil & Gas Ene Carbon Carbon Suppl Forestry Materials A Industrials e Staples Health Financials IT Telecom Estate
™ Electric. utilities ~"PPY - : P

World -363% -362% -363% -363% -361% -363% -363% -363% -363% -363% -363% -363% -363% -363% -363% -363% -363%

DM -349% -340% -341% -321%  -319%  -324%  -345% -352% -319% -364% -363% -342% -319% -337% -34.0% -331% -32.7%

Europe -241% -238% -239% -185% -177% -185% -235% -274% -176%  -31.4% -306% -23.0% -17.6% -231% -245% -219% -20.1%
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Contact detalils

Tessa Kuijl MSc RBA

@ +31(0)6 1313 8790

@ Tessa.Kuijl@Ortec-Finance.com
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Disclaimer

The information contained in this communication is confidential and may be legally privileged. It is intended solely for the
use of the individual recipient. If you are not the intended recipient you are hereby notified that any disclosure, copying,
distribution or taking any action in reliance on the contents of this information is strictly prohibited and may be unlawful.
Ortec Finance is neither liable for the proper and complete transmission of the information contained in this communication
nor for any delay in its receipt. The information in this communication is not intended as a recommendation or as an

offer unless it is explicitly mentioned as such. No rights can be derived from this message. This communication is from

Ortec Finance, a company registered in Rotterdam, The Netherlands under company number 24421148 with registered office
at Boompjes 40, 3011 XB Rotterdam, The Netherlands. All our services and activities are governed by our general terms

and conditions which may be consulted on www.ortec-finance.com and shall be forwarded free of charge upon request.



