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Portfolio Risk Assessments

A scenario based approach
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We deliver scenario-based climate risk assessment

across asset classes
Your benefit of our solution

Climate risks impact financial returns through acute and systemic long-term disruptions,
with varying degree across sectors and geographies. South Pole enables the integration
of those risks into investment strategies, in line with the recommendations of the Task
Force on Climate-related Financial Disclosures (TCFD).

« Lack of sectoral and geographical data on physical climate risk impact
 No commonly used metrics available for combining climate modelling with
Challenge financial analysis

« Portfolio level analysis is time-consuming

* Measure investment portfolios’ global climate risk exposure
e Compare holdings’ risk exposure across sectors and geographies
* |dentify the least exposed and most resilient investments in a portfolio

* Apply comparable climate risk metrics to investment strategies and
communication

* Account for climate risks before they become financially material

* Become a front runner in financial sector TCFD reporting at the portfolio level
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We provide portfolio, hotspot and deep-dive analysis

Services overview
Climate Change Investment Risks
|

1
Hotspot analysis

* Forward-looking, scenario » Tailored for sector/ + Bespoke consultancy
based risk assessment geography specific analysis «  Builds upon insights gained
* Based on sector and « Builds upon insights gained in portfolio screening/
geography in portfolio screening hotspot analysis
« Standardised outputs « Standardised outputs * Output tailored to specific
needs

Standardized and global Tailored, sector, and country Detailed, sophisticated, and
coverage focus precise

We suggests the basis for assessing an investment portfolio exposure to physical risks be an
initial top-down portfolio screening, which provides context on the nature of exposure
(industrial sectors, geographic locations) and highlights the level of risk associated with
each holding.
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Our forward-looking model delivers scenario-based
assessment of global climate risks at the portfolio level

Modelling Methodology

Input

Global climate models and data

Risk Modelling

Hazard x Vulnerability x Exposure

 Global Climate &
Temperature Projections
2020 - 2100, drawn from 15
leading global climate models
(coupled modelling)

. IPCC mitigation scenarios
(high mitigation RCP2.6,
medium mitigation RCP4.5,
business as usual RCP8.5)

. Portfolio composition,
actual or virtual

« Vulnerability scores based
on ND-GAIN, IPCC and
OECD data

* Modelling of all major physical
climate risks, incl. heat waves,
heavy precipitation, storm
intensity and sea level rise

* Applicable across all
geographies and industries

* Future climate change hazards
modelled from 2020 - 2100

* Global vulnerability database,
including country, region and
sector specific vulnerability

* Holding/ company specific
exposure based on economic,
financial and geographic data

* One aggregated
quantitative climate risk
metric for equity holdings at
the portfolio level, without
limitations in sectoral,
geographic or time
coverage, and combining all
major physical climate risks

» Scenario-based analysis

* Portfolio risk assessment
compliant with TCFD
recommendations
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We deliver quantitative, qualitative and visual outputs for

improved decision-making, reporting and communication
Outputs overview (sample)

Benchmark your portfolio’s risk exposure Compare risk exposure across sectors
Portfolio Benchmark W 2020 (1.2°) ® 2040 (1.6°) m 2060 (2.1°)
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Countries contributing more than 0.5% in weight to the whole portfolio are marked The shading shows the proportion [%] of each portfolio countries’
with a black dot, the size of the dot representing the portfolio weight. Countries shown

in dark grey are not covered by the portfolio. contribution to the overall climate risk of the whole portfolio.
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SDG impacts of investments
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UN Sustainable Development Goals (SDGs)
as an impact framework

 The UN Sustainable Development Goals (SDGs) provide a relevant framework
for fund managers to measure and report environmental and social impact.

* Private sector, in general, is encouraged to contribute to the SDGs and report
on relevant impacts, however, common disclosure and impact measurement
practices have yet to be established.

 An SDG-related impact assessment can help to:
— ldentify the portfolio hotspots, best, and worst in terms of sustainability.
— Evaluate and adjust investment strategy.
— Communicate effectively the commitment to fostering sustainable

development.
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Our SDG impact assessment builds upon several

sustainable impact metrics
Your benefits of our solution

South Pole’s sustainability impact assessment provides investors with a multidimensional understanding
of their investment’s contribution to the SDGs, combining qualitative and quantitative analysis.

Our SDG impact assessment offers various benefits

Investment alignment and measurement
of financed contribution to the SDGs*

South Pole’s additional impact assessment areas include:

Potential Avoided
Emissions (PAEs)

Forestry & Responsible
Supply Chains

GHG Footprinting >>

Calculation of the potential for
financed avoided emissions

Sustainable Water &
Waste Management

Assessment of water footprint, waste
volumes and associated risks

Measurement of deforestation
footprint and associated supply chain
risks

Measurement of project and/or
company-level GHG emissions

Identify SDG hotspots within
investment portfolio.

Quantify positive contributions
of investments towards respective
SDGs.

Qualitatively assess the
investments’ contributions towards
respective SDGs.

Allocate impact to investor using
the ownership principle.

Effectively communicate an
investment’s positive contributions
to sustainable development.

Note: SDG impact assessments require project or holding level data on the activities under assessment including potential water or energy savings,
efficiency gains, installed capacity, consumption data and geographic location of operations or projects.




South Pole

Page 11

We cover the full cycle of investments’ SDG alignment

Our approach and services (l/ll)

* Design and validate an
SDG-focused concept.

* Translate the concept into SDG
investment strategy.

» Define targets for the strategy.

South Pole SDG impact assessment is carried out according to the

following project outline

Collect and verify data.

Map assets and identify SDG
hotspots.

Calculate SDG impact KPIs and
conduct qualitative impact screening.
Allocate impact to the portfolio.

1. Collect data, ideally on a project level

Map assets
Identify SDG hotspots
Calculate SDG impact

o a k~ DN

Report and communicate

Conduct a qualitative impact assessment

* Assist in the fund’s positioning
through communication.

* Assist in building internal
capacity through trainings.

» Support with quarterly reporting.

You can choose to include one or several of the elements described below, based on your specific needs.
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We help in communicating sustainability impact through

SDG report

Our approach and services (l/ll)

Fund SDG alignment compared with a benchmark, per SDG and per topic (economic, social, environment)

Fund performance more contribution more aligned with more aligned with
compared to +3.4% 1toSDGs overall than | +4.1% social SDGsthan | +0.5% environmental SDGs
benchmark the benchmark the benchmark than the benchmark
3% 2%
‘ 2% 4%
1% 2%
In' a% a%
Alli” 3% 2%
i?' iI‘LS 2%
2%
Benchmark
5% 4%

I Economic [ Socal N Envionmental [ No SDG Alignment

Fund key SDG metrics* in relation to a benchmark (see page 2 and Annex Il for full list of metrics)

ECONOMIC

Our quantitative SDG-aligned KPIs
cover sectors and topics such as

renewable energy (wind,
hydro, solar)

sustainable water
management

low-carbon transportation

sustainable waste
management

pollutant emissions

job creation
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TCFD and 2°C-alignment
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We help to communicate the key results to your
stakeholders
Overview TCFD-reporting services

In accordance with the TCFD recommendations, we assist you in the reporting on quantitative
risk metrics and qualitative analysis applying scenario-based analysis with global coverage.

Potential TCFD reporting elements can include:
» description of material climate-related risks identified and assessed, including the approach
applied in the process;
» description of scenarios used in the analysis;
« conclusions on portfolio resilience to climate change and possible strategic actions to be taken
based on the results.



South Pole Page 15

We assist you In reporting on quantitative risk and

qualitative analysis on meeting 2°C investment alignment
Art. 173 compliance analysis

> We support you with Article 173 compliance, in the context of the French Energy
Transition Law, including the preparation of high level reports on a client portfolio’s
alignment with the international climate goal of limiting global warming to 2°C.

> Our investment portfolio analysis covers the underlying holdings with regard to their
contribution to the goal of limiting climate change to 2°C.

. T .. .

Share of portfolio weight Share of portfolio weight

70% 70%
60% 60%
50%
40%
30%
20%

10%

0%

Above average Science based No disclosure Below average Above average Science based
reporting reporting targets reporting reporting targets
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Outputs created according to your specific needs

Sample output reports

The outputs of a top-down climate risk screening can be presented on a global, sectoral and holding
level for different scenarios, investment horizons, and reporting needs.
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Enegy 0% 00HE 00120
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Potential Avoided Emissions (PAES)
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We quantify the positive impacts of investments by

looking at potentially avoided emissions
Overview Potential Avoided Emissions Analysis

Outputs and services include:

e Overall analysis of the positive climate impact that a company’s
products or services can have.

e Quantification and measurement of financed impact.

e Qualitative mapping of investments’ contributions.

e Evaluation and adjustment of investment strategy to increase
positive impact

e Communication support to effectively communicate the
investments’ positive impact

Can the company

provide the information )
requested to estimate s
PAE? ‘

Is information available

' to estimate PAE based
on industry data?

PAE N/A
The approach
taken for each
company is
illustrated in the
graph.

SPG estimates PAE. SPG estimates PAE.

Contact
Holding

Does the holding
provide products
and/or services

that enable PAE?

Can the holding
provide PAE
estimates?

Attribute holdings
% of PAE based
on investors
ownership.
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We improve the understanding of green bond impacts

through quantitative assessments and training
Green Bonds’ environmental impact assessment

Our Green Bond expertise includes:

i . ) s
e Measurement of bond investments/issuances’ impact S

along sustainability and environmental metrics. and green
metrics

e Consulting clients to help design sustainable or green
strategies and reduce their investments’ environmental

related impacts.

Consult
e Support in reporting, communication and training. on strategy
and impact
mitigation

How to
Introduction to dsaccess Mapping of
financial flows potential
from green green projects

Monitoring,

reporting, and Issuing a
verification green bond*
structures

Green bond
impact

green bonds
assessment

bonds?

Analysis of the current city set-up . . o . -
D : Tailored capacity building according to the individual needs of each actor
and potential issuing strategies
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Contacts

John Davis
Director Financial Industry

j.davis@southpole.com
London - +44 203 705 1771

Anne-Franziska Sinner

Head of Advisory - Corporates & Capital Markets
f.sinner@southpole.com

Zurich - +43 435 013 563

southpole.com

Headquarters Zurich
info@southpole.com

Offices and representations worldwide

Amsterdam, Bangkok, Beijing, Bogota, Hanoi, Jakarta, London, Madrid, Medellin,
Melbourne, Mexico City, New Delhi, San Francisco, Singapore, Stockholm, Sydney,
Zurich.




