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Corporations Sign Net Zero Pledge,
But Can They Back It Up?

Newton Investment Management:
Finding Net Zero

Welcome to CAMRADATA’s
Net Zero Whitepaper

The challenge of slowing climate change is a global one. This

is recognised by the growing number of actors, from the most
powerful governments to the humblest firms, producing net-
zero policies and milestones. While most of these policies are
less than three years old, they are already beginning to have an
effect on the capital allocation of companies and investors. If we
think about sovereign bonds, for example, some pension funds
are already mulling whether to reduce exposure to states with
later net-zero target dates than the pension fund itself or its
sponsor.

Then there is the ambit of responsibility. It is now possible to
enact a carbon hedge using derivatives to bring a portfolio’s
net emissions to zero with just a few days' trading. This is

an extreme, if real, example of how far an investor wants

to treat their own emissions without having much impact

on the real world. If they face the other way, asset owners
and asset managers have a new, growing pressure to foster
decarbonisation within the companies they finance. For some
firms, this will be a profitable pressure as they produce the
goods and services that replace fossil fuels. For others, it will
mean more R&D as they reconfigure. For still others, such as
coal producers, it is not clear for how long they should remain in
business.

But in all three scenarios, the dialogue between capital and
business will be new. Sustainability has hitherto been marginal.
Now, everyone has a role to play. And thanks to greater
regulatory scrutiny and obligatory disclosure, who is doing

what will find its way into the public realm. This may not be
wholly productive as critics nitpick over any gaps between policy
and action. Nevertheless, the gap for almost all organisations
between actual and target emissions is currently so wide that
constructive criticism should be welcomed.



Net Zero Roundtable

The CAMRADATA Net-Zero
roundtable 2022 began by
asking how many organisations
represented, had a Net-Zero plan
in place. The Phoenix Group, the
UK'’s largest long-term savings
business with £300bn assets
under management, does have
such a plan. Sindhu Krishna, head
of responsible investments at
Phoenix, said: “We believe Climate
Change is a present and material
risk. We have used Bank of England
stress tests to evaluate what it
means for our investments. | don't
think there is a company which
doesn't have a negative emissions
number, according to the Task
Force on Climate-Related Finance
Disclosures (TCFD). As fiduciaries
we have a responsibility to respond
to that risk in the interests of our
clients.”

But Krishna emphasised that
this is a new risk, so how investors
act will change as the journey
progresses. The interim targets for
Phoenix Group for 2025 and 2030

are in the public domain. “Over
time, everyone will have a legal
obligation to produce a Net Zero
commitment,” said Krishna.

For Breckinridge, senior credit
analyst, Joshua Perez, said it had
signed up to the Net-Zero Asset
Managers Initiative. He agreed with
Krishna that as fiduciaries, it was an
asset manager's responsibility to
address Climate Change.

“Bondholders’ bottom-line is the
preservation of principal,” he said.
“We seek to mitigate risks day in,
day out.” But Perez also stressed
the upside to Net-Zero in terms
of opportunities to generate
green revenues and to identify
companies that are going to benefit
from providing solutions targeted
towards addressing climate change.

This side of analysis looked at
various criteria, including where
issuers are spending their Research
& Development budgets. Perez
and colleagues are looking for
companies providing solutions
to reduce emissions globally,

while also focusing on identifying
companies in high impact sectors
that are leaders or laggards relative
to sector peers

At the portfolio level, which is
always a snapshot in time, Perez
said that carbon budgets and
overall emission profiles are
changing. He sounded a warning:
“The threshold for abatement is
getting harder and harder to attain.
Will we be able to get emissions
down to where they need to be at
a feasible rate?” Perez mooted a
proper carbon price as one means
of effective reduction.

For Newton Investment
Management, lan Burger, head
of responsible investment, said
its NZC goal was published in
June 2022. He characterised the
process behind such plans for all
organisations as “internalising the
externalities... bringing that risk
onto the balance-sheet.”

Burger noted that we have all
gone up the learning curve in
recent years. He recalled the

“We are hopeful impact valuation captures the consequences not just of
emissions, but of all elements of a just transition, including diversity of the
workforce, social equity, green impact and the broader corporate mission.”

chair of a mining group in 2010
struggling to understand what was
meant by the phrase ‘stranded
assets'.

Sarika Goel, global head of
sustainable investment research
at Mercer, said that the firm did
have a Net-Zero commitment for
the Asia and Europe investments in
its discretionary business, but not
yet on the advisory side. “We are
working through the principles of
the commitment in alignment with
our corporate governance,” she
said. As well as the research Mercer
has published over the last ten
years on Climate Change, Goel said
it was incorporated into its core
investment principles.

As a researcher, she noted issues
with some managers’ approach to
portfolio decarbonisation, notably
hasty offloading of the heaviest
emitters.

Mark Irish, deputy head of
ESG research at pension fund
consultancy, Isio, said there was
still uncertainty in the market
and whilst a large proportion of
clients had already embarked
on understanding their Net Zero
(NZ) journey, only a handful of
of Isio clients had formed a NZ
target. “Our advice to clients is to
understand the current position
and potential journey before you
make a commitment,” he said. Irish
pointed out that size was a major
explanatory factor: some clients
with relatively small portfolios of
£10-£100m struggle to find the
governance budget.

Isio as a business itself has
not yet made a commitment,
having only launched in 2020,
however is currently developing
its NZ strategy which it is aiming

to publish by the end of the year.
Irish noted, however, that Isio’s
Research Team is working closely
with clients on achieving their Net
Zero Commitment (NZC) objectives
and has recently written an 80-
page investment case justifying
integrating a climate tilt into an
equity portfolio for one of the UK's
largest schemes.

Alasdair Maclay, chief funds
officer at the Global Steering Group
for Impact Investments (GSG),
completed the opening exchanges
at the CAMRADATA roundtable by
examining one global brand’s NZC
commitment. The company is Coca-
Cola, which aims to be Net-Zero by
2040. First, Maclay praised Coca-
Cola because its NZC measures
include Scope 3, which putsitin
a minority among all companies,
listed or unlisted.

But emissions capture only a
few important by-products of a
drinks business. Versus its biggest
rival, Pepsi, Coca Cola's overall
environmental impact is far less
sustainable according to the data
published by Impact-Weighted
Accounts Initiative. Maclay
suggested that for enterprises
wanting to be best-in-class, there
had to be awareness of more than
just emissions data among internal
and external stakeholders.

He suggested that measuring
impact holistically, relevant to each
industrial sector but by globally
accepted standards, would be the
role of the embryonic International
Sustainability Standards Board
(ISSB). The G7 Impact Taskforce
(ITF) was a project created by the
UK'in its 2021 presidency of the
G7 countries to progress impact

transparency and trail the way to
impact valuation.

“We are hopeful impact valuation
captures the consequences not
just of emissions,” said Maclay, "but
of all elements of a just transition,
including diversity of the workforce,
social equity, green impact and the
broader corporate mission.”

Treading a new path

The CAMRADATA panel then
discussed how to better
understand the process of
decarbonisation and how to
manage investments accordingly.

Krishna said that for a small
inhouse sustainability team,
platforms have been useful to
share ideas and questions.

“No one has gone down this path
before so the more sharing, the
better,” she said, naming IIGCC as a
most helpful forum. Phoenix joined
[IGCC in 2019 and was one of five
members to trial an assessment of
carbon intensity of real portfolios
against a model, multi-asset
portfolio. “This was the how, not the
why,” she explained.

As a large asset owner, current
teething problems include a lack
of standardisation among third-
party asset managers. Krishna said
the situation was probably worse
for smaller firms. She said it was
great that managers developed
proprietorial methodologies
but that left asset owner clients
to synthesie the results and
relate the data to their own NZC
commitment. She hoped that
regulators could do more to
standardise methodologies and
reporting.



“Overall, Mercer was sceptical about blunt

mechanistic approaches that do not take a more
holistic approach incorporating integration and
stewardship.”

Perez said the question was:
how you are going to get to the
end goal? "NZC changes your
approach to investing,” he told the
CAMRADATA panel. “Breckinridge
continues to incorporate material
ESG data but we are now more
proactive in terms of driving for
improved climate disclosure, goals
and ultimately execution against
company stated targets. What do
we want out of these companies?
There is a drive for a collaborative
approach with issuers.”

He too praised IIGCC's guidance:
“It makes us more comfortable that
there is a reputable framework for
managing to Net Zero over the long
term.”

In response to Krishna's comment
on the variety of managers'
responses, Perez agreed that there
are numerous ways to calculate
and report but he felt that that was
ultimately a good thing because
“best practices will surface over
time.”

Breckinridge is an asset
manager with its own proprietary
framework. Perez also championed
the Partnership for Carbon
Accounting Financials (PCAF) as
the gold standard for accounting
for portfolio financed emissions,
further adding that Breckinridge
uses the 50% Fair Share guide
from the Glasgow Financial Alliance
for Net Zero (GFANZ), which
recognises that some sectors are
easier to decarbonise than others
and therefore allows managers
to invest broadly and engage.
“Otherwise, you get portfolio
decarbonisation but not real-world
decarbonisation,” warned Perez.

Goel agreed on the variability of
approaches taken by managers.
“Some make commitments first and
then think about implementation,”
she said. “We have some managers
doing both.”

She noted that some have
less than 10% of assets under
management committed to NZ.
Goel said that Mercer's preference

was to assess asset managers
not just with regard to particular
strategies but at the level of the
organisation itself to understand
how they undertake climate
stewardship.

She said that practices such
as selling out of high emitters to
achieve very rapid decarbonisation
was one that merited further
explanation. Conversely, there were
strategies with higher-than-average
intensity that made a feature of
active engagement with companies
on their transition targets. She said
overall, Mercer was sceptical about
blunt mechanistic approaches
that do not take a more holistic
approach incorporating integration
and stewardship.

Elsewhere were to be found
managers seeking value by selling
out of lower-emitters to locate
outperformance elsewhere. What
mattered to Goel here was clear
policies on engagement and a
consistency of philosophy.

Burger endorsed the need for
action. “Climate change is a known
systematic risk,” he said. “It's no
good in 10 or 20 years complaining
to board directors about their
policies of 2022."

He was adamant that engagement
has a role to play. “A lot of investors

ask what is our explicit engagement
policy?” he noted. He said that
managers had to be transparent
in explaining what they are doing
and to what effect. “Hiding behind
engagement without substance is
dangerous,” he said. And likewise,
ardent campaigners can challenge
target companies but if their goals
for change are not realistic, then it
is wasted engagement, according
to Burger.

Burger cited the efficacy here of
the Transition Pathways Initiative
to figure out how decarbonisation
might in practice occur. Newton
also uses a scenario factor of
carbon pricing at USD140 a ton
to stress how different companies
will fare as externalities get
properly priced in. But Burger
emphasised that USD140 per ton
was a measure for understanding
company plans, not a stick with
which to beat them.

On researching managers'
portfolio decarbonisation plans,
Irish said he was cautious about
going to an asset manager and
telling them to use one set of
standards if they are already using
another. Instead, the Isio approach
is to understand how the manager
is using various frameworks to feed
into their investment process. Irish
said that different users may value
different Net Zero initiatives. For
example, clients often favour the
Science-Based Targets Initiative
(SBTi) when analysing corporate
investments.

However, he suggested that
for consultants, the Network of
Central Banks and Supervisors
for Greening the Financial System
(NGFS) provides a useful tool for
understanding Net Zero pathways,
i.e an orderly transition versus
disorderly transition could have
a massive effect on the financial
outcomes for clients.

At this point, Burger noted that
research by Climate Action Tracker
in the midst of the Glasgow COP-
26 summit that 73% of Net-Zero
plans were inadequate. He asked
the consultants and asset owners
at the CAMRADATA roundtable
how they worked with managers
in order to achieve their targets.

Krishna said she was more for
reporting.

Perez said Breckinridge's
model has fourteen climate
related metrics for prospective
issuers. One metric was whether
a company has SBTI targets.

He said that was indicative of a
company that has outlined strong
commitments for emissions
reductions although he noted that
SBTi did not require companies

to reapply on a yearly basis and
that an SBTi approved target
alone is not enough to determine
if a company is indeed aligned
towards a Net Zero pathway.

To avoid a checkbox approach

of simply screening companies

for SBTi approved targets,
Breckinridge scrutinises issuers on
their prospective goals, strategy
to achieve their decarbonisation
agendas and ultimately on their
execution against these goals over
time.

Krishna was then asked whether
Phoenix had studied whether
mitigating the risk of Climate
Change in its portfolios had had
any effect on its cost of capital.
She responded that it had not.
She did say, however, that it was
increasingly seen as an industry
standard to incorporate ESG
considerations in investment.

“If it doesn't work for Phoenix, it
can't work for others,” she said.
“Either way, there will be industry
consensus.”

Maclay then returned to the
theme of the totality of social
impact in a Just Transition. He
raised the issue of coalmining in
South Africa, an activity red-lined
for its carbon emissions but one
that employs over 100,000 people
and indirectly supports over
two million people. “When you
consider the role in society of these
activities, it makes evaluation more
complex,” he said.

Regarding the choice of
standards, Maclay believed that
GFANZ was bringing people
together on more aligned metrics.

He wondered, however, where
the balance between healthy
competition and standardisation
lay. “Will standards take away
managers' edge?” he asked.

On the possibility of cost-of-
capital reduction for companies,
Maclay pointed to the $1trillion
issuance last year of Sustainability-
Linked Bonds (SLBs). “That is
capital based on environmental
outcomes,” he said.

Maclay accepted that there were
elements of “smoke and mirrors”
in some of the terms set “but
fundamentally they are results-
based.”

Maclay asked the other
CAMRADATA panellists whether
they saw more opportunities for
SLBs and where they saw that
market headed? Perez answered
that the more specific the KPIs,
the better. He reckoned that the
criteria were often too easy to
achieve and in tandem the step-up
criteria, by term and size, were not
punitive. However, he saw that as
the market for SLBs grew, investors
would become more discerning
about issuing companies and their
terms.

Irish contrasted SLBs with
private investments, where he saw
more back-to-back negotiations
with companies. He agreed with
Perez that the terms to SLBs
had to be meaningful, both
from a sustainable and financial
perspective. He urged proper
evaluation, including versus non
SLB issuance. “Are we fulfilling our
fiduciary duty to get a better deal?”
asked Irish.

Who's helping you?

The CAMRADATA panel were asked
which organisations or groups
helped them formulate and achieve
their Net-Zero transition.

Krishna, who had already praised
IIGCC, mentioned the Association
of British Insurers.

Perez mentioned CERES, Climate
Action 100+ and IIGCC. Burger



mentioned the Consumer Goods
Forum in the UK as well as the
Responsible Investment Network,
which he co-founded almost two
decades ago.

Irish highlighted concerns
related to the European Union's
Sustainable Finance Disclosures
Regulation (SFDR). He felt that SFDR
has potentially gone somewhat
against its original purpose - to
prevent greenwashing in financial
services - by leaving such a wide
spectrum of interpretation, notably
for Article 8 categorisation. Mark
hoped that the incoming UK SDR
will help eliminate this uncertainty
for UK investors.

This led to a debate about
understanding labels and
parameters. Perez noted that
the first movers in ESG in
the US were mission-based
organisations that often request
customised mandates. But as
ESG mainstreams, more pooled
products abound. He noted that as
in Europe, the regulator in the US
(SEC) is beginning to crackdown on
greenwashing.

Krishna said that ESG labels were
going broadly in the right direction.
“At Phoenix, we are going down the
pathway of disclosure. If managers
make a claim, we want them to
evidence it."

She said the key question for
asset managers was whether the

“At Phoenix, we are going down the pathway of
disclosure. If managers make a claim, we want
them to evidence it.”

ultimate client, the woman in the
street, would understand their
actions?

Maclay said that he was an
investment professional but would
score his own personal pension
provider “one out of ten” for its
information disclosure on ESG,
which he described as opaque.

Burger agreed that there was a
lot still to be done on reporting.
The one observation he did want
to make is that there is a danger
of managers being scrutinised
- and possibly punished - on a
line-by-line basis. His fear was
that regulators were looking
for 'sin stocks' rather than
evaluating strategies for their
holistic character. That could have
unintended consequences for
managers actively engaging with
companies nearer the start than
the end of their decarbonisation
journey.

Goel agreed with Krishna that
the intentions behind labelling are
good. She clarified, however, that
Mercer doesn't see categorisation
such as Article 8 or 9 under SFDR
as necessarily signifying a superior
strategy.

Goel responded that managers
determine the SFDR classification
of their funds but in manager
research at Mercer, SFDR
classification wasn't commented
on. Instead, Mercer has ratings of 1
to 4 for ESG integration. These are
distinct from its traditional manager
ratings of Ato C.

Irish added that many Isio clients,
typically UK based, do not know
what SFDR Articles 6-9 means.

The CAMRADATA discussion on
the path to NZC concluded with
thoughts from Maclay that great
progress has been made in the
last couple of years. For the near
future, he believed that disclosure
is the most important and valuable
tool at our disposal.
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member of the firm’s Sustainability
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corporate credit analysis. Josh joined
Breckinridge in 2018 and has over 11
years of industry experience. Prior
to joining Breckinridge, he worked

at Sun Life Investment Management
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Sun Life while participating in the
company's rotational leadership
development program, including
roles in investment product
marketing and credit analysis. Josh
received his undergraduate degree
in corporate finance and accounting
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management totaled more than $42
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and sustainability, Breckinridge is a
Massachusetts Benefit Corporation.
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Sarika is a Principal in Mercer's Wealth
Business and Global Head of Sustainable
Investment Research. She leads on
building and expanding research coverage
of Sl investment strategies across asset
classes, including those aligned to the UN
Sustainable Development Goals, climate
transition and other stewardship themes.
She also leads on ESG research and
integration across asset classes, working
with other manager research boutiques to
assess how asset managers are integrating
ESG into their investment decisions. Sarika
is a member of the Strategic Research
Group and responsible for intellectual
capital focusing on implementable
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Prior to joining Mercer in 2010, Sarika
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Management in London within the
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Sarika holds an MBA from the Rotman
School of Management, University of
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Personal Profile

Sindhu Krishna is the head of
Sustainable Investments team at
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is responsible for integrating ESG
considerations within the investment
portfolios of the Group.

She has been part of the Group for
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also holds an MBA from Warwick
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A highly experienced financial
journalist with an expansive network
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each European country.
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ministers; central bankers; pension
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Brendan has spent the last ten
years as a freelancer for a number
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Times, Responsible Investor, Nordic
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Brendan has acted as conference
chair for Financial News, the UK
National Association of Pension
Funds, Dutch Investment
Professionals Association (VBA),
Corestone, Insight Investment,
Marcus Evans, Robeco Asset
Management, Sustainable Asset
Management (SAM), Towers Watson.



SUSTAINABILITY

DIVERSITY &
INCLUSION

Bringing data to life

We provide institutional investors, including pension funds, insurance companies and
consultants, with data and analysis to assess, research and report on their investments.

CAMRADATA is committed to fostering and nurturing strong, productive relationships
across the institutional investment sector and are continually innovating new solutions
to meet the industry's complex needs.
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Our mission is to facilitate a sustainable flow of capital
from long-term investors to responsible companies
and municipalities. Being a signatory of the Net Zero
Asset Managers initiative (NZAMi) is consistent with
our mission and our pursuit of deeper insights of
investment risks as they evolve. We believe that climate
risks are mispriced in the markets and our net zero
frameworks enhance our ability to assess climate-
related risks and identify investment opportunities.

Breckinridge offers customizations in accordance
with the goals of investors seeking to transition
corporate bond holdings to net zero greenhouse
gas (GHG) emissions by 2050 consistent with a
maximum temperature rise of 2 degrees or less.

This advertisement is limited to the dissemination of general information about Breckinridge and the
services it offers. Nothing contained in this advertisement is intended to be legal, tax or investment advice. All
information is current as of 6/30/22 and is subject to change without notice.

Breckinridge makes no assurances, warranties or representations that an investment in our strategies will
meetaclient’s investment objectives orincur any profits. Customizations are subject to review by our investment
team. All investments involve risk, including the loss of principal. There is no guarantee that assessments of
climate and other ESG risks in credit analysis will improve risk-adjusted returns or lower portfolio volatility
over traditional investing. Investing in issuers that exhibit a commitment to sustainable business practices
may result in investments that underperform the market as a whole or traditional strategies that do not have
a sustainable focus.

Please visit https://bcorporation.net/ for more information on B Corporations and the requirements for certification.
Please visit https://www.netzeroassetmanagers.org/ for more information the NZAMi.
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Corporations Sign Net Zero Pledge,
But Can They Back It Up?

—— There's a lot of buzz about net zero carbon emissions and net zero pledges. This
Breckinridge 4 . . . . ) .
CAPITAL ADVISORS article explains what net zero is and how Breckinridge Capital Advisors monitors

progress as companies pursue a pathway to towards net zero.

Net zero emissions refers to the goal of not adding to the greenhouse gases (GHG)
that have been emitted already into the earth’'s atmosphere. By making a net zero
pledge, a company commits to reducing its GHG emissions to as close to zero

as possible by 2050 and to offset any remaining GHG emissions using negative
emissions technologies and carbon-credits, for example.

The net zero campaign stems from the 2015 Paris Agreement, an international
treaty on climate change. The overall goal is to stop global warming from exceeding
1.5 degrees Celsius above that of preindustrial levels. Considering that global
temperatures have already risen to 1.1 degrees Celsius above that level, this has
become a priority of the world's political and corporate leaders.

Growth in Companies Announcing Net Zero Goals

A growing number of companies have publicly endorsed the Paris Agreement by
setting net zero goals of their own. The Net Zero Tracker (NZT), an academic and
nonprofit-led initiative, is monitoring the world's largest 2,000 companies for their
GHG emission reduction goals. NZT determined that 717 - or 36 percent - of these
companies have set a net zero goal in March 2022, up from 21 percent in March
20211

In addition, some of these companies have signed on to the Climate Pledge, an
initiative started by Amazon Corp. The 312 signatories promise to achieve the more
ambitious goal of net zero carbon emissions by 2040.

These companies have committed to:

+ Measure and report their GHG emissions regularly

+ Implement decarbonization strategies in line with the goals of the Paris Agreement
+ Neutralize any remaining emissions through quantifiable carbon offsets.

Highlighting the need for transparent and consistent reporting

The net zero pursuit by companies is also attributed to their management teams'
growing recognition that climate transition risk is a material ESG issue. Moody's
forecasts that companies that proactively transition to a net zero business model
over the next 10 years will cut their probability of default by 50% versus companies
that postpone or are hesitant to act. As a result, we may consider the commitment
to a net zero pledge as a credit positive. However, it is important to note that a

. net zero pledge represents a very ambitious and aspirational undertaking. Many
companies express a commitment to reduce emissions by a set amount, yet they
= may lack transparency in how they intend to achieve their stated goals. There is also
'A“ 1 inconsistency around emissions reporting.

From an investment analysis perspective, it is important to not just disclose
emissions reductions targets but also validate them, for example by an organization
such as the Science Based Targets initiative (SBTI).

Authors:

Joshua Perez, CFA
Josh Stein, CFA
Jeff Glenn, CFA

Only roughly one-third of organizations that have disclosed emissions reduction
targets are validated as credible by the SBTi, according to the CDP's 2021 Climate
Transition Plan report. Further, only 6 percent of all reporting organizations
disclosed details of a net zero target.
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“The goal is to understand the ability of corporate bond issuers to
achieve their net zero goals, because we view GHG emissions as a
material risk to the long-term financial performance and viability of
companies in many sectors.”

With so many companies signing the Climate Pledge or publicly announcing their
goal, it is uncertain whether they all know what their commitment entails. Certainly
many Climate Pledge signatories are genuinely on board in their commitments.
From an investment perspective, however, it is necessary to take a cautious view.

Scope 3 emissions are critical

A particular challenge for many companies is how to reduce scope 3 emissions,
which lie outside of their control. Scope 1 are direct emissions and scope 2 are
indirect emissions from the generation of purchased energy. Scope 3 are all
indirect emissions stemming across a company’s value chain, from upstream
sourcing of raw materials to downstream use of a company’s products or services.

To achieve net zero goals, companies must reduce emissions through their entire
supply chain, source less energy-intensive raw materials, and/or develop products
that have fewer use-phase emissions.

Although there is no uniform disclosure standard in the U.S., the vast majority
of Fortune 500 companies follow the standards outlined by the Greenhouse
Protocol. Emissions reporting must be scrutinized based on those metrics.

Further, on March 20, 2022, the U.S. Securities and Exchange Commission
proposed mandatory climate disclosures for public companies that outline
material climate-related risks, the threat these risks pose to a company's bottom
line, and what management and company boards are doing about it. If the rule
moves forward in its current state, firms will also have to calculate their carbon
footprints using the GHG Protocol Corporate Standard and have the estimates
independently verified.

Decarbonizing effectively requires lower cost curves for existing alternative
emissions technologies and for the development of new financially viable negative
emissions technologies. For example, Morgan Stanley estimates that a price on
carbon of $60/ton CO2 to $150/ton CO2 for Carbon Capture & Storage (CCS)

to be economical, this compares to tax credits for captured CO2 of $50/ton in

the US and $35/ton for CO2 sequestered through enhanced oil recovery. This
illustrates that a higher price on carbon is likely needed to incentivize further CCS
investment.2

Other technologies, such as hydrogen and energy storage, will also need to see
their cost curves decline to become viable replacements for existing fossil fuel
energy sources, so as to reduce GHG emissions.

Breckinridge is committed to accountability
Breckinridge Capital Advisors is monitoring net zero progress among corporations
through its Climate Transition Risk framework, which combines quantitative and
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qualitative analysis to assess the long-term potential of a bond issuer to achieve
a net zero outcome. Our engagement with corporate bond issuers is an integral
aspect of our qualitative process.

The goal is to understand the ability of corporate bond issuers to achieve
their net zero goals, because we view GHG emissions as a material risk to the
long-term financial performance and viability of companies in many sectors.
Maintaining an objective, detailed assessment as to what companies are doing
to back up emissions reduction pledges with tangible progress is an integral
component of our security research process.

1. Shetty, D. (2021, March). A Fifth of the World's Largest Companies Committed to Net Zero.
Forbes. Retrieved from: https://www.forbes.com/sites/dishashetty/2021/03/24/a-fifth-of-
worlds-largest-companies-committed-to-net-zero-target/?sh=4a0a3b67662

2. Morgan Stanley April 2021 report, “Carbon Capture: A hidden Opportunity.”

DISCLAIMER: The opinions and views expressed are those of Breckinridge Capital Advisors,
Inc. They are current as of the date(s) indicated but are subject to change without notice.

Any estimates, targets, and projections are based on Breckinridge research, analysis and
assumptions. No assurances can be made that any such estimate, target or projection will be
accurate; actual results may differ substantially. Past performance is not indicative of future
results. Nothing contained herein should be construed or relied upon as financial, legal or tax
advice. All investments involve risks, including the loss of principal. An investor should consult
with their financial professional before making any investment decisions. While Breckinridge
believes that the assessment of ESG criteria can improve overall credit assessments, there

is no guarantee that ESG investing will result in improved risk-adjusted returns or lower
portfolio volatility over traditional investing. Some information has been taken directly from
unaffiliated third-party sources. Breckinridge believes such information is reliable, but does

not guarantee its accuracy or completeness.

For more information, please visit the Net Zero Asset Managers Initiative website here.
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CAMRADATA BRINGS TOGETHER
EXPERT FUND MANAGERS
WITH CAREFULLY SELECTED
INVESTORS IN A STREAMLINED
VIRTUAL FORMAT

“I have taken part in several roundtables over the last 18 months
and this was the best orchestrated by far”

Investment Director, UK Consulting firm

“Just a note to say thank you for organising the panel and having me
on it. | found the full group discussion super informative.”

Portfolio Manager, Global Asset Manager

“The CAMRADATA virtual roundtable went really well, as well as
the live events, which was quite surprising! It was informative and
interesting, and | know our Fund manager enjoyed being a part of it.”

Business Development Manager, UK Asset Manager

Interactive and dynamic debate « A wide array of asset
classes covered ¢ Branding , editorial and advertising
opportunities as part of all roundtables « Expert investor
panels « Ability to connect and network with key stakeholders

CAMRADATA

Natasha Silva ( Natasha.silva@camradata.com) would be delighted to speak to you.
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INVESTING FOR
REAL-WORLD

Under most current scientific projections around climate change, it is anticipated
that global carbon emissions will peak around 2030, at a level that is around 16%
higher than it is today, as the growth of emerging markets outstrips the reduc-
tions in emissions made by developed markets. This path is at odds with what
most scientists agree is needed if we are to limit the worst effects of rising global

temperatures.
On a historical and cumulative basis, we know that the modernisation of the West-
...................................... ern world has caused the majority of emissions, but from a forward-looking per-
“Ba[ancing the spective, the population and wealth growth in emerging markets is where much of
. the future concern lies over efforts to limit and reduce emissions.
chPANIES improvement of
. . As wealth increases, people buy increasing amounts of energy-hungry items -
llvmg standards from fridges to cars. While some of the energy required to support those goods
. . . will come increasingly from renewables, we expect that the bulk will continue to be
In countries in derived from fossil fuels, at least over the next 10-20 years. Thus, while the burden
. . of historic emissions lies with the developed world, balancing the improvement of
Tn ENS“RE Asia andAfmca living standards in countries in Asia and Africa with a reduction in carbon emis-
with a reduction sions presents a significant challenge over the next two to three decades.
T“EY HAVE in carbon In terms of government targets around limiting emissions, there are wide discrep-
.. ancies between the scope of targets across the world and the cost involved in ex-
emissions ecuting the energy transition, making it difficult to determine how net-zero targets
will ultimately be met. We think it is helpful to draw out some of the milestones for
presents a hitting net zero in a more tangible way.

PlANs Fun Slgnlﬁcam The International Energy Agency (IEA) recently released a ‘net zero scenario’ which

sets out some of the necessary (and quite radical) conditions it believes will be

A NET ZER“ challenge over necessary to achieve net zero in the most cost-effective way. Several key points
the next two to stand out:

- No new oil and gas fields or coal mines to be approved

wnnln three decades.”’ + Electric vehicles (EVs) to make up 60% of the global market by 2030
[

...................................... + Net-zero electricity to be achieved globally by 2040

The present-day reality is somewhat different: EVs currently represent around
9% of new car sales and clean energy supplies around 35% of the grid globally,

NEWT“N but these are at least areas where progress is being made; we are aware that in
areas such as cement, shipping, long-distance aviation and trucking, for example,

many of the technologies required to produce effective, affordable and scalable
solutions don't yet exist.

Investment
Management

So, while it is feasible to bring the IEA's ambitious goals forward, this will not
happen without a better regulatory framework. On its own, a purely market-based
transition could take much longer under collective government goals currently in
existence.

High cost of the transition

The transition to a low-carbon energy scenario also requires significant invest-
ment. The world currently spends around $2 trillion per year on its energy system,
and economists estimate that it will require around $4 trillion of annual invest-
ment to achieve net zero, significantly more than current levels of investment.
When weighed against annual GDP, the cost for the US alone has been estimated

Invest with purpose

c < Author . ataround $1.6 trillion.
newtonim.com > BNY MELLON | INVESTMENT MANAGEMENT Lloyd McAllister This scenario is also adding to current inflationary headwinds: over the last five
Head of ESG research, years we have seen reduced investment in fossil fuels, while commensurate rein-

vestment in low-carbon substitutes has not occurred (at a time when the volume

Newton Investment of fossil-fuel operations has continued to grow).

Your capital may be at risk. The value of investments and the income from them can fall as

well as rise and investors may not get back the original amount invested. Management , . .
At Newton, we are trying to play our part. As we seek to invest and engage with

This is a financial promotion. Issued in the UK by Newton Investment Management Limited, The Bank of New companies that we believe are demonstrating a genuine commitment to re-

York Mellon Centre, 160 Queen Victoria Street, London, EC4V 4LA. Registered in England No. 01371973. Newton

Investment Management is authorised and regulated by the Financial Conduct Authority, 12 Endeavour Square,

London, E20 1JN and is a subsidiary of The Bank of New York Mellon Corporation. 21
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al-world decarbonisation, we believe it makes sense to reject the idea of a linear
reduction target, as we anticipate that the path to net zero will be uneven and
anything but linear. With this in mind, we have joined the Net Zero Asset Managers
initiative, and have aligned ourselves with an independent methodology produced
by the Science Based Targets initiative (SBTi).

This involves a commitment to aim for an interim target of 50% of the financed
emissions from the investments we make on behalf of our clients to be covered by
credible net-zero transition plans by 2030, and 100% to be covered by 2040.

We will seek to meet these headline targets via a range of transparent measures

around investments in climate 'solution providers', engagement with fossil-fuel Sean Thompson Natasha Silva Amy Richardson
companies to support their energy transition, and active stewardship activities.
We believe in the SBTi methodology for two key reasons: Managing Director Managing Director, Managing Director,

1 7.|t focuses on the future and on corporate strategies seeking to reduce carbon Client Relations Business Development
emissions, rather than using backward-looking measures.

2 - It forces us to focus on real-world emission reductions rather than superficial
portfolio decarbonisation. This leads us to engage more often with companies in
the energy sector, and in emerging markets, where capital is most urgently need-
ed to help the transition to net-zero carbon emissions.

What else is Newton doing?

While the 2030 and 2040 milestone targets might still seem some way off, we are
making investment decisions today that we believe will aid our progress along
the way. First, we are stepping away from areas we deem to be unacceptably
risky, such as new coal mines, new coal-fired power stations, and speculative or
high-cost oil projects. These are also areas carrying the highest regulatory risk, as
well as being at greater near to mid-term risk of substitution by cleaner energy
sources.

We are also focusing on selective, well-managed opportunities around ener-
gy-transition metals like copper, EV infrastructure or supply chains, and clean

energy.
Just because something is ‘green’ doesn't necessarily make it a good investment, R

but we expect to see a growing number of investment opportunities in the Sam Buttress Mithursha Kesavan Sarah Northwood
energy-transition area over the coming months and years. If a company is well

managed, executes well and operates in a stable regulatory environment, we think Associate, Business Development Database and Publication Support Marketing and Events

it is more likely to offer greater green-growth opportunities in the future. Moreo- Associate Coordinator

ver, by investing in and engaging with such companies, asset managers can play a
key role in the energy transition.

Important information

This is a financial promotion. These opinions should not be construed as investment or other advice and are
subject to change. This material is for information purposes only. This material is for professional investors
only. Any reference to a specific security, country or sector should not be construed as a recommendation

to buy or sell investments in those securities, countries or sectors. Newton manages a variety of investment
strategies. Whether and how ESG considerations are assessed or integrated into Newton's strategies depends
on the asset classes and/or the particular strategy involved, as well as the research and investment approach
of each Newton firm. ESG may not be considered for each individual investment and, where ESG is considered,
other attributes of an investment may outweigh ESG considerations when making investment decisions.
Issued by Newton Investment Management Ltd. ‘Newton' and/or ‘Newton Investment Management' is a corpo-
rate brand which refers to the following group of affiliated companies: Newton Investment Management Lim-
ited (NIM) and Newton Investment Management North America LLC (NIMNA). NIMNA was established in 2021
and is comprised of the equity and multi-asset teams from an affiliate, Mellon Investments Corporation. In

the United Kingdom, NIM is authorised and regulated by the Financial Conduct Authority (FCA'), 12 Endeavour
Square, London, E20 1N, in the conduct of investment business. Registered in England no. 1371973. NIM and
NIMNA are both registered as investment advisors with the Securities & Exchange Commission ('SEC)) to offer
investment advisory services in the United States. NIM's investment business in the United States is described
in Form ADV, Part 1 and 2, which can be obtained from the SEC.gov website or obtained upon request. Both

firms are indirect subsidiaries of The Bank of New York Mellon Corporation (BNY Mellon’).

22 23



/%_—\
=

CAMRADATA
5th Floor, 11 Strand,
Charing Cross, WC2N 5HR

CAMRADATA

+44(0)20 3327 5600
camradata.com

Join us on LinkedIn

Important Notice

This document is produced by CAMRADATA Analytical
Services Ltd (CAMRADATAY), a company registered in
England & Wales with registration number 06651543.
CAMRADATA is neither authorised nor regulated by
the Financial Conduct Authority in the United Kingdom
nor the Securities and Exchange Commission in the
United States of America.

This document is a marketing documentation and
is not intended to constitute an invitation or an
inducement to engage in any investment activity. It
is not intended to constitute investment advice and
should not be relied upon as such. It is not intended
and none of CAMRADATA, its holding companies or
any of its or their associates (CAMRADATA Group') shall
have any liability whatsoever for (a) investment advice;
(b) a recommendation to enter into any transaction
or strategy; (c) advice that a transaction or strategy is
suitable or appropriate; (d) the primary basis for any
investment decision; (e) a representation, warranty,
guarantee with respect to the legal, accounting, tax or
other implications of any transaction or strategy; or (f)
to cause the CAMRADATA Group to be an advisor or
fiduciary of any recipient of this report or other third
party.

The content and graphical illustrations contained in
this document are provided for information purposes
and should not be relied upon to form any investment

decisions or to predict future performance.
CAMRADATA recommends that recipients seek
appropriate professional advice before making any
investment decision.

Although the information expressed is provided
in good faith, the CAMRADATA Group does
not represent, warrant or guarantee that such
information is accurate, complete or appropriate for
your purposes and none of them shall be responsible
for or have any liability to you for losses or damages
(whether consequential, incidental or otherwise)
arising in any way for errors or omissions in, or the
use of or reliance upon the information contained
in this document. To the greatest extent permitted
by law, we exclude all conditions and warranties
that might otherwise be implied by law with respect
to the document, whether by operation of law,
statute or otherwise, including as to their accuracy,
completeness or fitness for purpose.

CAMRADATA Analytical Services and its logo are
proprietary trademarks of CAMRADATA and are
registered in the United Kingdom.

Unauthorised copying of this document is prohibited.

© Copyright CAMRADATA Analytical Service July 2022 .
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