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The Inevitable Policy Response: What is IPR

IPR was commissioned by the Principles for Responsible Investment (PRI) and
supported by world class research partners and leading financial institutions

=PRI

Principles for
Responsible
Investment

PRI commissioned the Inevitable Policy Response in 2018 to advance the industry’s knowledge of climate
transition risk, and to support investors’ efforts to incorporate climate risk into their portfolio assessments
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putting economics to good use ' ’ ETA

A research consortium led by Energy Transition Advisors and Vivid Economics conducts the initiative’s policy
research and scenario modelling and includes 2Dii, Carbon Tracker Initiative, Climate Bonds Initiative, Quinbrook
Infrastructure Partners and Planet Tracker

The consortium was given the mandate to bring leading analytic tools and an independent perspective to assess
the drivers of likely policy action and their implications on the market
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The Inevitable Policy Response: What is IPR

Who supports the Inevitable Policy Response ?

Leading financial institutions joined the IPR as Strategic Partners in 2021 to provide more in-depth industry
input, and to further strengthen its relevance to the financial industry
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Core philanthropic support has been provided since 2018. The IPR is funded in part by the Gordon and Betty
Moore Foundation through The Finance Hub, which was created to advance sustainable finance, and the
ClimateWorks Foundation striving to innovate and accelerate climate solutions at scale
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The Inevitable Policy Response: What is IPR

The Inevitable Policy Response helps the financial sector navigate the climate
transition

Markets inconsistently price transition risk

Policies will continue interacting with new technologies to deeply
disrupt established industries and economies

Financial institutions need to deepen their understanding of this
unfolding environment to manage their assets effectively

Yet the scenarios currently available provide limited intelligence
about the realistic risks and opportunities most critical to the
financial sector and omit the land sector
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The Inevitable Policy Response: What is IPR

The IPR offers a range of applications to help navigate the climate transition

IPR Policy IPR Forecast Policy Scenario IPR value drivers
Forecast (FPS) A set of publicly available
A high-conviction policy- ‘ Afully integrated climate scenario modelling the AL from the FPS and
based forecast of forceful impact of the forecasted policies on the real 1.5°C RPS that offer significant
policy response to climate economy up to 2050, tracing detailed effects on all granularity at the sector and
change and implications for emitting sectors country level aII.owmg m_vestors
energy, agriculture and land 10 assess the_lr o561 G
- risk

IPR 1.5°C RPS Scenario

A ‘1.5°C Required Policy Scenario’(1.5°C RPS)
building on the IEA NZE by deepening analysis on
policy, land use, emerging economies, NETs and

value drivers. This can be used by those looking to
align to 1.5°C
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The Inevitable Policy Response: What is IPR

IPR’s Forecast Policy Scenario (FPS) value add

A high conviction policy-based forecast,
anchored in realistic policy and technology
expectations rather than hypothetical
‘optimal’ pathways

Transparent on expectations for policy and
deployment of key technologies, such as
Negative Emission Technologies

Applicable to TCFD reporting and
regulatory stress testing

Complete forecast includes
macroeconomic, energy and land use
models linking crucial aspects of climate
across the entire economy

Covers all regions of the world, with
specific policy forecasts for key countries
and regions

Fully integrating land-use to examine the
full system impacts of policies, and
highlight the critical role of land

A ‘1.5°C Required Policy Scenario’ (1.5°C RPS) has been developed, building on the IEA NZE, deepening

analysis on land use, and deriving polices required to reach a rapid net zero 2050 outcome

Note: IPR does not model physical risk
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The Inevitable Policy Response: What is IPR

IPR role for investors in the climate landscape

' Corporate | i .
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The Inevitable Policy Response: What is IPR

We have benchmarked the FPS 2021 against four key IEA scenarios

IPR FPS uses used IEA IPR FPS uses IEA SDS New IEA net zero report provides
NPS/STEPS as the key baseline as key comparator three distinct comparator scenarios:
- Expectations of mainstream * 1.5°C compatible « STEPS - base line starting
investors likely to be based on comparison
announced cIi);nate policies * 300GT of extra NETs " :
beyond 2050 « APC — new commitment based

* NZE —a 1.5°C no overshoot
2050 energy system scenario 6
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The Inevitable Policy Response: What is IPR

In 2021 the IPR FPS delivers a set of sector pathways, by major economy,
with an expanded set of value drivers for financial analysis

—

Detailed sector-country pathways

Expanded set of value drivers

The 2021 FPS will provide detailed sector specific
pathways to decarbonisation, tailored for each
major economy

Electricity generation mix, %

Full breakdown of
market growth and
contraction by sector

Bioenergy production and prices

Passenger vehicles by powertrain, Million vehicles
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m Coal
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Further disaggregation
for all major economies

WTransport Windustry M Buikdings ™ Other

The 2021 FPS will provide detailed sector
specific pathways to decarbonisation, tailored
for each major economy

R [wewio

Variable
GHGs
CO2 removals

Temperature
outcome

All Kyoto GHGs

Yes

Yes

New technology Ves

deployment

New technology Yes

investment

Technology
stock profile

Fuel demand

Commaodity
production by
technology

Energy prices

All sectors

Regional

Yes

Yes

CO2 only
No

No

No

No

Power only

Regional

No

CO2 only

Yes

Yes

No

No

No

World only

No
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The Inevitable Policy Response: What is IPR

The 2021 IPR scenarios related to key IEA scenarios
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Energy and industry CO, emissions
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(resultsin a 1.8°C temperature outcome)
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* Data on IEA CO, pathways are published in 5-year intervals ** IPR FPS 2019 was modelled in 5-year increments
Note: IEA scenario data based on May 2021 Net Zero Emissions report; in WEQ2021, IEA APC is renamed Announced Pledges Scenario (APS), with a slightly modified emissions pathway



The Inevitable Policy Response: What is IPR

IPR is becoming a reference standard scenario for the financial sector
128 PRI signatories reported using an IPR consistent scenario
120 funds engaged in 1:1 IPR briefings

Fitch Ratings base case in new ratings framework

Significant uptake

by investors Core climate scenario in BlackRock 2020 TCFD report

US Commodity Futures Trading Commission primary forecast resource

Recognition by the Bank of England’s Climate Financial Risk Forum

Regular coverage by leading media outlets including The FT, Economist,
Strong media Bloomberg and Investor Daily

coverage of IPR
product launches NETs and the importance of land use paper covered by FT, Bloomberg Green, @ INEVITABLE
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The Inevitable Policy Response: What is IPR

‘Utilities - Long-T mESG
VulnerabllltySco

The Exposure of Global Utilities to Long-Term ESG Risks

IPR is becoming a reference standard scenario for the financial sector

UN PRI study finds

BlackRock Expectations high for carbon pricing in updated

- = | PRI policy forecast
‘_ 2020 - Latest Inevitable Policy Response also has high hopes for Biden
~ TCFD re port F,

BlackRock's climate-related

responsible
r]. mvestor

HITY

iInvestment opportunities in
nature-based solutions

BusinessGreen

'Forceful and accelerated': Top investor body predicts
global climate policy response

US carbon price scheme announced by
2025 in new IPR-for-PRI forecast

O
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The Inevitable Policy Response: What is IPR

Stick to the fundamentals - Recycle capital from high to low carbon assets now

Before After (including companies in transition)

IPR benchmarks/
Active selection

MSCI Equities MSCI Equities

Corporate Fl
Green Tilt

Sovereign Fl
Green Tilt

Corporate Fixed Income Re-allocate Corporate Fixed Income
& recycle

Public Markets

Sovereign Fixed Income Sovereign Fixed Income

Infrastructure Infrastructure

Real Estate Real Estate

Private Markets

Private Equity Private Equity

$$ allocation

B Relatively Unexposed [ Green Assets ] High Carbon Assets
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The Inevitable Policy Response: What is IPR INEVITABLE
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Asset Owner IPR Transition Tasks — Almost every core process impacted

Accelerated Transition

Agree governance around thematic climate

approach _

Set urgent voting guidelines on company Policy

transition Implementation
Tasks Re-set manager selection criteria and design Phase

mandates towards risk AND low carbon upside
Ensure portfolio construction and SAA can

support forward looking assumptions around the
energy transition theme

Set new benchmarks e.g. low carbon

Drive Managers to develop new product

Drive asset managers towards forward looking
assumptions and incentivise them accordingly
Engage regulators to remove barriers

> INEVITABLE
2021 2025 2030 RESPONSE




The Inevitable Policy Response: What is IPR INEVITABLE
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Asset Owner IPR Transition Tasks — Almost every core process impacted

Accelerated Transition

Vote passive holdings to drive company Policy
transitions Implementation
Talk to clients about mandate barriers to
mitigating against an IPR acceleration

Build new product-active and passive
Embed IPR assumptions in valuation models

Tasks Phase

Collaborate with other leaders to maximise
opportunity and scale market rapidly
Engage with regulators to remove transition
barriers

el
2021 2025 2030 RESPONSE




The Inevitable Policy Response: What is IPR :

Asset Owner IPR Transition Tasks — Almost every core process impacted

Accelerated Transition

Policy
Implementation
Phase

Build new product
Embed IPR data in offerings — ratings, databases,

consulting advice, SAA design
Encourage clients towards IPR integration

2021 2025 2030 6
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o IPRFPS 2021 Policy Forecasts

---------------------------------------------------------------------------------------------------------------------------------------------



The Inevitable Policy Response: What is IPR

Drivers of momentum makes an accelerated forceful policy response more likely

A CLIMATE SECURITY PLAN
FOR AMERICA

Extreme Impacts Cheaper
weather on renewable
events security energy
. Financial
. Civil
Uninsurable . regulator
society .
world . warnings
action | .

on stability

?l"l‘:; cl"s i) . 21st cenﬁw

i Ne):/v Influence Climate it e
climate shifting Acl:lon 100 geopolitics
researCh Global Investors Driving Busi Of energy
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The Inevitable Policy Response: What is IPR

Timing: Paris Ratchet process triggers a cumulating policy response into 2025

climate pledges

I |
2021 | 2023 2025 i 2028
: |
! |
| I
O : @ @ E @
| |
! |
! |
| I
. | |
Countries ' Global stocktake Countries submit Second global
communicate | on climate, their 3 round of ! stocktake
their updated or | mitigation and climate pledges '
2nd round of | finance (NDCs) :
l |
! |
! |

Policy announcements are expected to accelerate in INEVITABLE
2023-2025 6 RESPO!
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The Inevitable Policy Response: What is IPR

The IPR Forecast Policy Scenario (FPS) covers 21 major economies

IPR Policy Forecast country coverage of economic

activity

of energy use

of CO,
emissions

Powered by Bing
© Australian Bureau of Statistics, GeoNames, Microsoft, Navinfo, TomTom, Wikipedia

Note: the Forecast Policy Scenario has full global coverage, informed by the policy forecast in 21 major economies

EU, China and US setting
the global tone on many
policies

Carbon border adjustment
mechanisms (CBAM) that
help to transmit policies
across countries

Realistic catch-up
trajectories for followers and
laggards, including emerging
markets

Key markets: G20 countries
plus Nigeria
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The Inevitable Policy Response: What is IPR

The IPR FPS covers key economic sectors

Qil, gas, and coal Transport Agriculture %

Electricity$ Industry P_’& Buildings @ Forestry @
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The Inevitable Policy Response: What is IPR

The IPR FPS is a realistic forecast accounting for key constraints

Realistic policy impacts — no carbon or temperature constraint — no hidden

assumptions about negative emissions

Institutional « Based on momentum of recent action and existing commitments
and political « Expects significant but not fully coordinated international collaboration
readiness

* Only technologies that are at the beginning of commercial deployment are
Technology  considered for at-scale ramp-up by 2025-2035

readiness
Forecast
rules o - |

Just * Policies in the FPS are not expected to create sudden shifts in food prices, or
Transition government-forced stranding of assets in poor countries
compatible

Behavioural * Behavioral barriers are accounted for in the FPS

and societal « Degree of urgency puts IPR at leading edge of past behavioral transitions

INEVITABLE
momentum 6 oL
RESPONSE




The Inevitable Policy Response: What is IPR

What drives our Forecast (1)

Current policy ambition
Current long-term targets,
decarbonisation strategies and emissions
reduction policies. Progress in these
areas is an indicator of current policy
commitment to climate action and
likelihood of further policy action

Investment pipeline
Current pipeline of new fossil
investments that are planned or under
construction. Investment pipeline is an
indicator of policy commitment to phase
out new fossil investments

ﬁ]fﬂ

Track record of policy action
Historical track record of setting long-
term targets, developing and
implementing decarbonisation strategies
and implementing policies to reduce
emissions. A track record in these areas
is an indicator of sustained policy
commitment to climate action

Civil society
Direction and magnitude of citizen
attitudes towards climate action,
indicating civil society support for new
policies

Status of transition
Historical track record of rolling out
climate solutions and reducing
emissions. Progress in these areas is an
indicator of policy commitment to climate
action and likelihood of further policy
action

o
&
vy

Consumer preferences
Size and trends in early adopter market
for new energy technologies. High
consumer demand for new energy
technologies suggests likely consumer
support for policy action, while low
consumer demand suggests likely
consumer resistance
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The Inevitable Policy Response: What is IPR

What drives our Forecast (2)

Techno-economics
The likely economic costs and benefits of

policy action, driven by the cost and
maturity of available climate solutions

Industrial competitiveness
Relative risks of policy action reducing
the competitiveness of traditional energy
and energy-intensive sectors. Substantial
economic contribution of traditional
energy and energy-intensive sectors
creates political and economic
challenges for climate action

Just transition
Likely socio-economic impacts of policy
action, and prospects to support
communities affected by these impacts.
Presence of traditional energy and
energy-intensive sectors creates social
challenges for climate action

Trade exposure
Trading patterns with countries forecast
to take leading action to safeguard
competitiveness and prevent carbon
leakage. High reliance on leading
countries for export markets increases
incentives to take action domestically

N

Industrial strategy
Prospects for policy action to support
internationally competitive export
industries in new energy technologies.
Policy action can support domestic
industries to achieve success in
international markets for climate solutions

Energy security
Relative reliance on domestic production
and import of fossil fuels to secure
current energy needs. Strong climate
action typically reduces reliance on
imported fossil fuels

O
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The Inevitable Policy Response: What is IPR

The March 2021 IPR Policy Forecast update was informed by a rigorous
evidence review and large-scale survey of country climate policy experts

—

Structured evidence driven process

PR 2019 policy forecas ¢
IFR U9 policy Torecast
| I : L N

The starting point for our
analysis

S
Policy update %
Detailed review of key climate
policy developments in all

major countries through 2020

ol
Expert survey
Extensive survey of 200+
leading experts in national
climate policy eliciting views
on policy action across all
major economies and emitting
sectors

Policy drivers $aill %

Careful analysis of the factors
likely to drive policy action and
their evolution through 2020

Outputs

IPR 2021 Policy II‘
Forecast update T

High-conviction forecast of
climate policy response
across all major economies
over the next five years

O
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The Inevitable Policy Response: What is IPR

How has the IPR 2019 Forecast been validated?

5 Renewables cost decrease

..I o EU leadership

Pressure from leading investors
INEVITABLE
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>§ Increased regulatory pressure

. US Election outcome

. Net zero adoption by countries and investors
Emergence of land use in corporate transition plans
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The Inevitable Policy Response: What is IPR

IPR 2021 forecasts higher policy ambition across eight key policy levers

@ Carbon pricing e % 100% clean power £EI0 SHESSIOH
vehicles
+ Carbon taxes * Prohibiting regulations * 100% clean power targets * 100% zero emission vehicle
* Emissions trading systems * Emissions performance * Renewables capacity auctions (ZEV)
» Border carbon adjustments standards and other support policies sales legislation
» Electricity market reforms * Manufacturer ZEV obligations

» ZEV consumer subsidies

/

Low-carbon Low-emissions
o : Forestry
buildings agriculture @
* Prohibiting regulations for fossil * Emissions performance » Methane or nitrous oxide « Strong policy action against
fuel heating systems standards for industrial plant emissions tax or cap-and-trade deforestation, such as
* Purchase subsidies for low- » Subsidy for new or retrofit clean system monitoring and penalties,
carbon heating systems industrial processes » Subsidy for low-emissions supported by consumer
+ Thermal efficiency regulations agricultural practices and pressure
for new build and retrofit technologies * Incentives for reforestation and
* Minimum energy performance + Farmer education and technical afforestation via domestic action
standards for new appliances assistance programmes and carbon markets
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The Inevitable Policy Response: What is IPR

Overall, we forecast substantially higher policy ambition relative to IPR 2019

Revisions to previous forecasts
« Overall, we forecast higher policy ambition, with higher ambition accounting for almost 50% of forecasts and

lower ambition for under 10%

Number of forecasts

Lower ambition Unchanged Higher ambition

Carbon pricing 0 1 20
Coal phase out (new capacity) 2 12 6
Coal phase out (all generation) 4 6 10
ICE phase out (LDVS) 1 16

ICE phase out (HGVs 0 16

Ending deforestation 0 7 14
% of policies 6% 47% 48%

INEVITABLE
POLICY
RESPONSE



The Inevitable Policy Response: What is IPR

What’s new since March 2021

The IPR seeks to better drive investor action to avoid and manage climate-related policy risks by providing a high-
conviction policy-based forecast of forceful policy response to climate change and implications for energy,
agriculture and land use across major global economies

In March 2021 we published a thoroughly revised and updated set of policy forecasts (IPR 2021 Policy Forecast

— Detailed Resource), reflecting detailed research on current and proposed policies, with input from a global
survey of experts to form the basis for the new Forecast Policy Scenario released in October 2021

Since we published our main updates to our policy forecasts in March 2021 there have been a number of
policy announcements and other considerations (e.g. assessment of level of ambition in updated NDCs) we
have incorporated into our Forecast Policy Scenario results (policy forecast update)

Notably, we believe that for many emerging and developing countries 2060 is the more likely date for full
100% clean power deployment and coal phase out, in line with any 2060 net zero year targets if they emerge

Of our Top 10 Forecasts, only the phase out of coal in the US has been extended to 2035 from 2030 on further
reflection. There is no significant impact on emissions

At the time of publishing, the outcome of the US budget reconciliation is still in the balance. We believe if it is
watered down, regulatory and state level action as well as cost competitiveness of key technologies (e.g.
renewables and electric vehicles) still support our overall expectations for the US pathway to net zero

O
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https://www.unpri.org/download?ac=12954
https://www.unpri.org/ipr-policy-forecast-update-just-transition-considerations

The Inevitable Policy Response: What is IPR

We have added four new policy areas into the FPS for 2021

New policy areas

Clean power
 Policy framework to end all unabated fossil generation

Low-carbon buildings

* New building and product standards targeting an end to the sale of fossil-based appliances, phasing out use
of fossil fuels in heating and cooking

Clean industry

* Ending installation of new unabated fossil-based industrial plant, putting energy-intensive industry on a clear
decarbonisation pathway

Low-emissions agriculture
* New policies driving low-emissions practices for crops and livestock
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The Inevitable Policy Response: What is IPR

IPR 2021 top ten policy forecasts: 1-5

1.
Carbon
pricing
2.
3.
4,
5.

Carbon Border Adjustments Mechanisms (CBAMs) for carbon will become increasingly a policy option.
This could lead the United States to announce a national carbon pricing system by 2025 and signal a
strong carbon price path to reach a backstop of S65 by 2030.

The European Union’s evolving commitments will deliver substantial carbon prices. By 2030, we expect
EU policy to backstop an EU ETS carbon price of $75/tCO2 to ensure long-term action toward
decarbonization in heavy emitting sectors.

In India, rapidly evolving Indian policy and prospects for market reforms and pricing has already ended
further investment in new coal.

China will end construction of new coal fired power production after 2025, driven by new policies to
facilitate its 2060 net zero target, geopolitical trends and risk considerations*

The United States will end all coal-fired power generation by 2035, through a combination of emission
performance standards and carbon pricing at the Federal and State levels, combined with market
forces.
6 INEVITABLE
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*Reinforced by China’s recent announcement, along with Japan and Korea, to end financing of overseas coal projects



The Inevitable Policy Response: What is IPR

IPR 2021 top ten policy forecasts: 6-10

Clean power

Zero
emission
vehicles

Industry

Agriculture

10.

The United States will implement a binding and credible 100% clean power standard for 2040 ending
unabated fossil electricity generation.

China, France, Germany, Italy and Korea will end the sale of fossil fuel cars and vans in 2035. Jointly
these large markets will accelerate the auto industry transition to electric drive, and precipitate further
policy action internationally.

All major industrial economies including the US, Germany, Japan and China will require all new
industrial plants, led by steel and cement, to be low-carbon by 2040, through a combination of
emissions performance standards and carbon pricing.

The US, Canada, Australia and other major agricultural producers will have comprehensive mitigation
policy in place by 2025 to reduce emissions from production of crops and livestock.

Major tropical forest countries will end deforestation by 2035, with domestic policy responding to
international climate finance and corporate supply chain pressures.

INEVITABLE
POLICY
RESPONSE



« IPRRPS 2021 Policy Requirements
Highlights

---------------------------------------------------------------------------------------------------------------------------------------------


https://www.unpri.org/ipr-emissions-rps-policy-summary
https://www.unpri.org/ipr-emissions-rps-policy-summary

The Inevitable Policy Response: What is IPR

Policy methodology for the IPR 1.5°C RPS

Our analysis allows us to pinpoint what key sectors require to achieve an outcome consistent with 1.5°C

* We assume carbon prices to be similar to IPR FPS 2021 levels, as the extremely rapid transition required to

achieve 1.5°C RPS will be challenging to achieve through carbon pricing mechanisms beyond what is already
expected in the IPR FPS 2021

* What drives the additional impact of the RPS is performance standards (bans) or more direct subsidies driven by
policymakers rather than higher carbon pricing or more rapid development of carbon markets

* These further policies would need to be announced as quickly as possible and certainly by the 2023 stocktake

* Implementation is required immediately upon announcement
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The Inevitable Policy Response: What is IPR

Policies with the greatest 2020-2050 Gt reduction between IPR 1.5°C RPS and
IPR FPS 2021

IPR 1.5°C RPS vs IPR FPS 2021 Gt reduction

Coal phase out China 40.0
. Sub-Saharan Africa, South
End deforestation and NBS Eact Asia and Latin America 19.0
EI 100% clean industry China 19.0
EB Coal phase out India 14.1
BB 100% clean industry India 8.3
I 100% clean industry MENA 7.2
100% clean power MENA 6.7
EB rossil vehicle phase out China 6.3
ER Coal phase out Indonesia 54

EG 100% clean industry South East Asia 5.2

Reduction is substantial for OECD countries e.g. for the Reduction is substantial for methane and nitrous oxide
United States accelerated 1.5°C RPS policies deliver: emissions that result from accelerated 1.5°C RPS policies

* 20 GtCO, reduction beyond FPS across all policies related to animal protein demand:
* 4.9 GtCO, reduction beyond FPS for 100% clean * 24 GtCO,eq reduction beyond FPS across all countries
industry policy * 4.3 GtCO,eq reduction beyond FPS in India alone

Note: Emissions reductions are approximate and include some additional sector-specific CO, reductions such as energy efficiency
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The Inevitable Policy Response: What is IPR

Global coal phase out by 2045 requires immediate policy action

Phase out of existing unabated coal

Timeline annual reduction*

2020 2025 2030 2035 2040 2045 2050 2055 2060 RPS FPS
AU 10% 5%
BRA 7% 4%
CAN 20% 10%
CHI 7% 4%
CSA 7% 4%
EEU 10% 5%
EURA 4% 3%
GCC 4% 3%
IND 4% 3%
INDO 4% 3%
JAP 7% 4%
MENA 4% 3%
RU 4% 3%
SA 4% 3%
SAF 7% 5%
SEAO 4% 3%
SK 7% 4%
SSA 4% 3%
UK Both 20% 20%
USA rRes | rps 10% 7% 6 INEVITABLE
WEU res [ rrs 10% 5% RESPONSE

* reduction in coal generation as a share of 2020 levels



The Inevitable Policy Response: What is IPR

100% clean power can be achieved with immediate policy action if taken now

100% clean power

Timeline
2040 2045

2020 2025 2030 2035

AU
BRA
CAN
CHI
CSA
EEU
EURA

2050 2055 2060 RPS

annual reduction*

FPS

5%

3%

5%

3%

10%

7%

5%

3%

5%

3%

7%

4%

4%

3%

GCC

4%

3%

IND

4%

3%

INDO
JAP
MENA

4%

3%

7%

4%

4%

3%

RU

4%

3%

SA
SAF
SEAO
SK
SSA
UK
USA
WEU
* reduction in power CO2 emissions as a share of 2020 levels

4%

3%

7%

5%

4%

3%

7%

4%

4%

3%

7%

5%

7%

5%

7%

4%

O
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The Inevitable Policy Response: What is IPR

Light duty vehicles: new fossil vehicles must be phased out between 2030 and

2045, five years earlier than under IPR FPS 2021 policies

Fossil vehicle phase out (light duty)

Timeline
2020 2025 2030 2035 2040 2045 2050 2055

2060

RPS

annual reduction*

FPS

AU

7%

5%

BRA

5%

4%

CAN

10%

7%

CHI

10%

7%

CSA

7%

5%

EEU

10%

7%

EURA

5%

4%

GCC

5%

4%

IND

7%

5%

INDO

7%

5%

JAP

7%

5%

MENA

7%

5%

RU

5%

4%

SA

4%

3%

SAF

7%

5%

SEAO

7%

5%

SK

10%

7%

SSA rRrs ] rps

4%

3%

UK

Both

USA

WEU

rRes i
* reduction in fossil vehicle sales as a share of 2020 levels

rRrs | rps

FPS

10%

10%

7%

5%

10%

7%
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Heavy duty vehicles: new fossil vehicles must be phased out between 2035 and
2050, five years earlier than under IPR FPS 2021 policies

Fossil vehicle phase out (heavy duty)

2020 2025 2030 2035

Timeline
2040 2045

AU

BRA

CAN
CHI
CSA
EEU
EURA

GCC

IND

INDO
JAP
MENA

RU

SA

SAF

SEAO
SK
SSA

2050 2055

2060

RPS

annual reduction*

FPS

5%

4%

5%

4%

5%

4%

7%

5%

5%

4%

7%

5%

4%

3%

4%

3%

5%

4%

5%

4%

7%

5%

5%

4%

4%

3%

3%

3%

5%

4%

5%

4%

UK Both

USA

WEU res

* reduction in fossil vehicle sales as a share of 2020 levels

rRes | rps

FPS

rRrs | rps

7%

5%

3%

3%

7%

7%

5%

4%

7%

5%
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The Inevitable Policy Response: What is IPR

Industry: the sector has a 30-year transition opportunity to net zero

100% clean industry

Timeline
2020 2025 2030 2035 2040

2045

AU

BRA

CAN

CHI

2050

CSA

EEU

EURA

GCC

IND

INDO

JAP

MENA

RU

SA

SAF

SEAO

SK

SSA

UK

USA

WEU

* reduction in industry CO2 emissions as a share of 2020 levels

2055

>2060

RPS

annual reduction*

FPS

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%

3%

2%
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Buildings: new fossil heating systems must be phased out globally by 2040, and
by 2030 in regions with large heating needs

New fossil heating system phase out

Timeline annual reduction*

2020 2025 2030 2035 2040 2045 2050 2055 2060 RPS FPS
AU 10% 7%
BRA 5% 3%
CAN 10% 7%
CHI 5% 4%
CSA 7% 5%
EEU 10% 7%
EURA 5% 3%
GCC 5% 3%
IND 5% 3%
INDO 5% 3%
JAP 7% 5%
MENA 5% 3%
RU 5% 3%
SA 5% 3%
SAF 10% 7%
SEAO 5% 3%
SK 7% 5%
SSA 5% 3%
UK 10% 7%
USA % 5% 6 INEVITABLE
WEU 10% 7% RESPONSE

* reduction in fossil heating system sales as a share of 2020 levels
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The 1.5°C RPS is designed to keep global warming below 1.5°C and incorporates
more aggressive assumptions driven by stronger policies

Main message

IPR 1.5°C RPS is driven by stronger
interventions than the IPR FPS 2021

Strong government intervention
anticipated in the meat market, with
substantial support for the cellular
agriculture industry (e.g. subsidies)
alongside regulation which limits
animal protein consumption

Environmental impact expected to
be a primary concern for consumers
when making consumption choices,
following government education
programs

Demand
shape

Peak animal
meat 2030,
substantial
fall by 2050
globally

Consumer
preferences

Strong
consumer
preference for
lower
environmental
impact
influenced by
government
education leads
to shift away
from animal
meat
consumption

Technology

availability

High rate of
technological
progress driven by
government
intervention, with
plant-based meat
reaching cost
parity

with low grade
meat in 2025 and
cell-based meat
becoming price
competitive in the
2030s

Regulation

Highly
interventionist
regulation,
approval of
cellular
agriculture
globally

O
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The Inevitable Policy Response: What is IPR

Ending deforestation by 2025 in 1.5°C RPS and 2030 in IPR FPS 2021 will require
immediate policy action

Deforestation of
natural forest
halted through
strong and effective
command and
control policy

Countries/region
like CAN, GCC, JAP,
SA, SK, UK have
virtually zero net
deforestation

End of deforestation

Change in forest cover 2020-2050 (m ha)

2020 2025 2030 IPR FPS 2021 IPR 1.5C RPS
AU FPSRPS 3 3
o 12 i
CAN FPSRPS 1 1
CHI res ] res 92 92
CSA res ] s 10 14
EEU FPSRPS 4 4
oA i ;
GCC FPSRPS 0 0
IND res ] s 13 13
INDO res ] s 2 6
JAP FPSRPS 0 0
MENA res ] s -1 1
RU res ] s 1 2
SA FPSRPS 0 0
SAF res ] s 0 1
SEAD res ] res 3 11
5K FPSRPS 0 0
A n 15
UK FPSRPS 1 1
USA FPSRPS 17 17
Wey 1 1

Carbon pricing
and NDC
commitments
combine to
stop net
deforestation
by 2030

INEVITABLE
POLICY
RESPONSE




The Inevitable Policy Response: What is IPR

Achieving 1.5°C RPS animal meat consumption reductions requires a shift
in policy acceleration of five years compared to the IPR FPS 2021

Reduction in per capita meat consumption® 2020-2050 (%)

2020 2035 2040 IPR FPS 2021 IPR 1.5C RPS
AU 42 51

BRA 38 48

CAN a3 52

CHI FPSRPS 35 45

CSA 34 45

EEU 40 50

EURA 30 12

GCC 37

IND 0 14

INDO 18 31

JAP 40 50

MENA 28 39

RU 36 46

SA 6 22 Large drop
SAF -13 ] in SSA
SEAO 20 33

SK 20 50 happens
SSA FPSRPS 13 6 post 2035
UK 41 50

USA 42 51

WEU res | res 40 50

*kcal per person INEVITABLE
POLICY
RESPONSE




INEVITABLE
POLICY
RESPONSE

Thank you!

Please see PRI website for further details:

https://Iwww.unpri.org/climate-change/what-is-the-inevitable-policy-response/4787.article

Please follow us at:

IPR Twitter @InevitablePol R search #iprforecasts

IPR LinkedIn Inevitable Policy Response search #iprforecasts



https://www.unpri.org/climate-change/what-is-the-inevitable-policy-response/4787.article
https://twitter.com/InevitablePol_R
https://www.linkedin.com/company/inevitable-policy-response/?viewAsMember=true

The Inevitable Policy Response: What is IPR

Disclaimer

The information contained in this report is meant for the
purposes of information only and is not intended to be
investment, legal, tax or other advice, nor is it intended to be
relied upon in making an investment or other decision. This
report is provided with the understanding that the authors and
publishers are not providing advice on legal, economic,
investment or other professional issues and services. Unless
expressly stated otherwise, the opinions, recommendations,
findings, interpretations and conclusions expressed in this
report are those of the various contributors to the report and
do not necessarily represent the views of PRI Association or
the signatories to the Principles for Responsible Investment.
The inclusion of company examples does not in any way
constitute an endorsement of these organisations by PRI
Association or the signatories to the Principles for
Responsible Investment. While we have endeavoured to
ensure that the information contained in this report has been
obtained from reliable and up-to-date sources, the changing
nature of statistics, laws, rules and regulations may result in
delays, omissions or inaccuracies in information contained in
this report. PRI Association is not responsible for any errors
or omissions, or for any decision made or action taken based
on information contained in this report or for any loss or
damage arising from or caused by such decision or action. All
information in this report is provided “as-is”, with no
guarantee of completeness, accuracy, timeliness or of the
results obtained from the use of this information, and without
warranty of any kind, expressed or implied.

Vivid Economics and Energy Transition Advisors are not
investment advisers and makes no representation regarding
the advisability of investing in any particular company,
investment fund or other vehicle. The information contained in
this research report does not constitute an offer to sell
securities or the solicitation of an offer to buy, or
recommendation for investment in, any securities within the
United States or any other jurisdiction. This research report
provides general information only. The information is not
intended as financial advice, and decisions to invest should
not be made in reliance on any of the statements set forth in
this document. Vivid Economics and Energy Transition
Advisors shall not be liable for any claims or losses of any
nature in connection with information contained in this
document, including but not limited to, lost profits or punitive
or consequential damages. The information and opinions in
this report constitute a judgement as at the date indicated and
are subject to change without notice. The information may
therefore not be accurate or current. The information and
opinions contained in this report have been compiled or
arrived at from sources believed to be reliable in good faith,
but no representation or warranty, express or implied, is
made by Vivid Economics or Energy Transition Advisors as to
their accuracy, completeness or correctness and Vivid
Economics and Energy Transition Advisors do also not
warrant that the information is up to date.
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