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IPR offers a range of applications to help financial institutions navigate the
climate transition across sectors and geographies

IPR produces >300 high-conviction policy forecasts covering 21 countries and 10 policy areas across energy and land use

Policy
forecast Policy forecasts feed into a fully integrated climate and nature scenario model that elicits the impact of the forecasted policies on the energy, land use, and
nature systems up to 2050, tracing detailed effects on all emitting sectors?
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Value drivers IPR’s integrated scenario model outputs detail value drivers across energy and land use. See Value Driver Visualizer

1o

Applications Fitch Ratings, Morning Star, Paris Agreement Capital Transition Assessment (PACTA), Planetrics, tilt (Climate data for SMEs)

1. IPRalso develops 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. The RPS scenario is also run through the model and can be used by those looking to align to 1.5°C. 2. Urban areas are not modelled in detail in IPR


https://ipr.transitionmonitor.com/scenario-explorer

IPR FPS maps the key implications of the projected decarbonization pathway and
the tremendous investment opportunities for nature and technology-based
solutions for capturing emissions

Supply chain
risk increases

Policy that
encourages
deforestation-free
supply chains has
significant risk
implications for
downstream
companies in tropical
commodities

Diets and waste
transform

Diet shifts transform
the food mix,
creating
opportunities in
alternative proteins
while innovation and
increased
consumption of
‘surplus food’ reduce
global food waste
globally

NBS takes off

Climate policy and
incentives increase
the uptake of NBS
while increasing
demand for housing
drives opportunities
in timber for
construction

Bioenergy is
constrained

Land competition,
sustainable guardrails
and cheaper, cleaner
alternatives lead to a
modest growth
opportunity in
bioenergy



The Policy Forecast remains largely consistent with 2021, though it shows some
deceleration in ambition in the agricultural sector and includes three new forecast areas

@ Nature Action Climate Action

Policy

Area Type

Policy

Policy Lever

. Acceleration

Deceleration No change

Change in Forecast
Relative to FPS 2021

Agriculture

Emissions from
agricultural production

Policies that encourage farmers
to significantly reduce emissions
from agricultural production

Land Use

Afforestation and
Reforestation

Policies which encourage farmers
to carry out significant
afforestation and reforestation

Deforestation- free
supply chains

Implementation of policies that
require agricultural commodity
inputs to be deforestation-free

Nature

Land protection

Achievement of Dec 2022 COP15
Biodiversity target of protecting
30% of land and marine area

Nature incentives

Implementation of policies to
deliver market incentives to
improve biodiversity

Policy Implications

1. Deceleration in some countries is
often due to a delay in
announcement of the policy
expected in FPS 2021. However,
these are mostly technical and have
a small impact on overall land use
projections

2. Inthe case that a country’s policy

ambition decelerates, this occurs
before 2030, resulting in a low
impact on the sustainable transition
of agriculture in the short term

3. Area protection policies limits

agricultural land expansion which
interact with other agriculture
policies as land competition
increases



Conservation and restoration policies reverse biodiversity loss to 2020 levels by

2050

FPS 2021: Change in biodiversity 2020-2050

Pursuit of climate-only policies results in continued
biodiversity decline globally and in critical regions such as
Tropical Africa, Southeast Asia and Brazil
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FPS 2023: Change in biodiversity 2020-2050

Nature policies related to protected areas, restoration and
biodiversity valuation drives biodiversity recovery globally and
in critical biodiversity-rich regions
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1. FOOD — Implications of FPS23 for food production

Land system

Description

@ Deep-dive

Key Implications for the
land use Sector

Drivers
>

) 1.GDP and
=== population
growth

Several products com-

Population growth increases
food demand, particularly in
regions such as Tropical Africa
and India

Per capita food demand grows by
26% globally as countries become
wealthier and increase their
consumption

pete for land, including

food, materials, energy

and natural capital.

Climate and nature targets \
and affordability outcomes

Food waste is particularly high
in high-income countries,
leading to inefficiencies in the
food system

Waste reductions reduce the effect
of GDP growth on food demand

represent constraints on

the products we consume 3. Diet shifts

and

2. Food waste

Diets shift away from animal
products, particularly ruminant
meat (beef, sheep and goat
meat) which peaks in 2035

A slowdown in per-capita
consumption of animal products
eases land use competition and
reshapes the food mix by increasing
the reliance on alternative proteins

from the land system. .
: . , alternative
Improving yields, changing .
: . proteins
consumption habits, and
reducing waste can all
ease competition and Productivity

improve tradeoffs. /

—/

Increasing food demand in
Emerging Markets and
Developing Economies(EMDEs)
is partially met by catch-up
yield growth

Crop yields in EMDEs grow to
accommodate some of the
additional food production



Diet shifts transform the food mix, ...Innovation and increased

creating opportunities in alternative consumption of ‘surplus food’
proteins... reduce global food waste globally

Though global livestock production increases by ~17% by 2050, a diet shift to FPS expects the share of waste in global food demand to decline by 4pp until
alternative proteins reduces overall reliance on animal products. In 2050, 2050. This is primarily driven by food waste reductions in Advanced Economies

alternative proteins represent close to a quarter of global proteins production
Share of food waste in terms of food demand, 2020 vs. 2050 %

Global Protein Production, Mt DM! per year

USA Tropical Africa Global
|:| Alternative Proteins Dairy . Monogastric meat Food Waste Share (%)
Poultry meat . Ruminant meat
30 29%
400 274 394
349
350 321 24% 25 ~4pp ~4pp
229 229
300 275 24 ] ) % %
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+17%
200 1s
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O 5
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Note: 2020 baseline per capita food demand is calculated by Bodirsky et al (n.d.), using dietary data such as incomes, age 0
distributions and BMI, calibrated against historical food demand data from FAO Year 2020 2050 2020 2050 2020 2050

1. Mega Tonnes of Dry Matter
2. Ruminants are herbivores with three- or four-chambered stomachs, such as cattle and sheep



Deforestation, international trade
reliance and pressure for disclosure
increase financial risk

Policy that encourages deforestation-free supply chains has significant risk
implications for downstream companies in tropical commodities

i il

Financiers and
regulation are
applying pressure for
disclosure

Reliance on
international trade
increases investor risk

Tropical soft
commodity
deforestation creates
financial risk

There is increased
financier and regulatory
pressure for companies
to disclose the
environmental impacts of
their supply chains and
stress test their strategies
for transition risk using
scenario analysis

Supply chains of tropical
soft commodities are
reliant on international
trade, meaning that
upstream deforestation in
a few jurisdictions can
drive direct and indirect
risks to investors in
downstream companies
globally

Tropical soft commodities
(beef, soybean, palm oil,
timber, coffee, rubber,
cocoa) drive a
disproportionate share of
deforestation creating
financial risks for
downstream companies

Key regions and products are at
higher risk as policy tackling
deforestation increases

Revenues at risk in
key regions and
products

Revenues at risk are
highest in Tropical Africa
and Southeast Asia
regions. Revenues at risk
are also highest in beef
and coffee supply chains
as downstream
companies sourcing from
unregulated markets face
additional reputational
risks

&S

Regions with
integrated policies
also at risk

Europe’s integrated
deforestation-free
supply chain policies
experience more risk
when procuring from
areas without such
policies (such as Tropical
Africa). This decreases
over time as more
regions integrate such
policies

Global policy
action required

An ‘inevitable policy
response’ scenario
includes significant
policy action to tackle
deforestation in most
jurisdictions — both
exporting and importing
— exacerbating risks for
companies and
investors



Despite challenges, climate policy and
incentives increase the uptake of NBS...

Agricultural improvement

% 1.6 Gtco,

removed a year by 2050 through
agricultural improvement
equivalent to ~¥938 Mha

Avoided forest loss

1.8 Gtco,

In reduced emissions through
avoided forest loss relative to a
reference scenario by 2050

Ecosystem restoration

2.2 Gtco,

removed a year by 2050 through
ecosystem restoration
equivalent to ~302 Mha

Nature action

980 MmHA

additional natural vegetation
protection through increased
nation action

..While increasing demand for
housing drives opportunities in
timber for construction

Increased use of lumber for sustainable construction materials
accounts for ~1/3rd of the growth in timber demand, leading to an
overall increase 22% increase in industrial roundwood production

Under FPS, 10% of all new buildings use wood as a construction
material

Industrial roundwood, Mm3/year
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1. According to the Shared Socioeconomic Pathway 2 scenario, the global share of population living in urban areas
could rise to 80% by 2100
2. IPRteam modelling based on Churkina et al. (2020)



Disclaimer

This report has been created by Energy Transition Advisers and Theia Finance Labs (The
Inevitable Policy Response Consortium). This report represents the Inevitable Policy Response’s
own selection of applicable data. The Inevitable Policy Response is solely responsible for, and
this report represents, such scenario selection, all assumptions underlying such selection, and
all resulting findings, and conclusions and decisions.

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. The IPR consortium 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. The IPR consortium 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 the IPR consortium as to their accuracy,
completeness or correctness and the IPR consortium do also not
warrant that the information is up to date.



IPR Contacts:

Investor Enquiries:
Julian Poulter, Head of Investor Relations
julian.poulter@et-advisers.com

Media Enquiries:
Andrew Whiley, Communications Manager
Andrew.Whiley@inevitablepolicyresponse.org

Website:
Inevitable Policy Response

Social Media: Follow us at:
IPR X (Twitter) @InevitablePol R search #iprforecasts
IPR LinkedIn Inevitable Policy Response search #iprforecasts
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https://www.linkedin.com/company/inevitable-policy-response/?viewAsMember=true
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