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- Sustainable -

TOP DOWN TRENDS TO COPE WITH

1 2 3

ENERGY CRISIS COP 27 & NET
REGULATION & INFLATION ZERO RACE
CHINA GEOPOLITICS SOCIAL

CONSEQUENCES
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EC response to ESA’s
Q/1 - definition of

sustainable
investments and
consideration PAI

Q4 22

EFRAG 1%t set of
sustainable
standards
released to the EC

23.11.22

- Sustainable -

REGULATION WHAT TO EXPECT

SFDR Level 2 RTS
into force

1.1.23

Draft RTS proposal
from ESA’s to EC
regarding PAI
indicators and
decarbonization
targets & actions
(SFDR RTS level 2 v
2.0)

28.4.23

First PAI Second PAI
statement at statement at
entity level entity level

30.6.23 30.6.24

CORP

5 November 2022

Marketing document

Taxonomy KPI’s
alignment

Source: EU agenda

1.1.24

CSRD for NFRD in
scope corporates
1.1.25 for non
NFRD scope

4 EU Taxonomy
other objectives
alignment
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HOW WILL REGULATION
IMPACT ESG INVESTMENTS

= Several downgrades — voluntary or
not — of article 9 products

MIFID = Article 8 products — melting pot — To
Sustainability . . .
e expect minimum requirements — TBD

= Green washing versus Green
EU taxonomy bleaching

= Green premiums — to be smoothed

Insurance . . L.
Distribution over time with better data, transition

Sirect
irective and enlarged EU taxonomy

Source: DPAM
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ENERGY — FROM CLIMATE CHANGE
TO ENERGY SECURITY

Fossil fuel investment in countries with and without
net zero emissions pledges, 2015-22

Billion USD (2021)

2015 2016 2017 2018 2019 2020 2021 2022

W With NZE pledges in law m With NZE pledges in policy documents m Without a NZE pledge
IEA. CCBY 4.0,

There are, as yet, few signs that nef zero emissions pledges are
comelated with lower global spending on fossil fuels

Source: World Energy Outlook 2022 - IEA
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Our energy systems are fragile and
unsustainable

Climate policies and NZ commitments not
responsible of the run up in energy prices

A faster clean energy transition would have
helped to moderate the impact

Unprecedented response from governments:

= US Inflation Reduction Act

= EU fit for 55 and EU RePower EU

= Japan Green Transformation

=  Korea energy mix

= China & India clean targets ambition
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UNPRECEDENTED RESPONSE
FROM GOVERNMENTS

US INFLATION REDUCTION ACT

» Through the IRA, the federal government is expected to spend nearly $370bn on energy and climate related items

EU REPOWER

= Europe’s RePowerEU targets doubling of renewable energy in total power consumed by 2030, through increasing
projects and energy efficiency to reduce overall power demand

US inflation Reduction Act — Selecting transition items

Clean refuelling/recharging | 1.7

6 Transport
Biofuds incentives
12 m Industry
Clean vehicles
) m Power
CCUS tax credit

Clean hydraogen tax credit
Residential efficiency improvements
Residential energy improvements
Nuclear credits

bn$
Manufacturing tax credits

Wind, solar & storage tax credits

128

Eu RePower combined with Fit 55

14 = 70%
B m Non-renewable energy I Renewable energy Share of renewable energy

RePower EU . 60%

22%, target scenario
10 % 50%
bz
8 40%
6 30%

20%

Share

2 10%

0%

C — ™N M S W W r~ o D O
F o ot e T o T s T e T o O s O R o B 8}
o O O O O O O O o 9O 9O
NN N N N N e

Source: BloombergNEF
BofA GLOBAL RESEARCH

Source: BoFa Global Research
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ENERGY CRISIS AS AN ACCELERATOR
OF ENERGY TRANSITION

Energy-related and process CO2 emissions, 2010-2050 and Rapid transition needs huge investments
t ture rise in 2100 b i . .
emperatirerise i yscenario » $1.3 trn today in clean energy investments
= S2trn by 2030 (STEPS scenario)

€O, emissi ise
A ; Tmpmtmm in 2100 =S4 trn by 2030 (NZE scenario)
e Sth - 95th
S percentile
___________________ W 33rd - 67th Today every USD 1 spent globally in fossil fuels is
[  Ppercentie USD 1.5 in clean energy technology
- T E] s Median
. DTS, "Rt SR i o ) . . .
R S , @ Alignment of economic, climate & security
priorities
w v w8
2010 2020 2030 2040 2050 g % E E
- COP 27 took therefore place in a completely
different context than previous COP
Source: World Energy Outlook 2022 - IEA Nevertheless disappointing
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NET ZERO RACE —
DPAM MILESTONES

Nearly 50% of electricity

from low-emissions sources

. 8% of emissions from cement
duction captured and stored

Advanced economies: net zero
ions in the icity sector No new IGE car sales »

3Gt CO, captured

N Electricity accounts for 40%
of industrial energy consumption

Key milestones

on the pathway /
to net zero emissions No new ICE heavy truck sales «
by 2050 50% of heating demand | 2048
met by heat pumps
tocticty = Trapert % Negative e
B Industry Other

W Buildings

Nearly 90% of electricity from renewables 3 670 GW electrolyser . 2080

Net zero

Source: World Energy Outlook 2022 - IEA
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NET ZERO COMMITMENT
. 80% of global population
u 91% of global GDP (16% in 2019)

DPAM’S COMMITMENT

="  64% of total AUM (art. 8, 8+ & 9 funds) excl.
“other” funds; sovereign bonds and
mandates

= Baseline: 2022

= Target: (forward looking) Sciences Based
Target initiative (SBTi) portfolio specific
targets but majority will target by 2030 75%
(SBT or 1.5% aligned ) to carbon intensive
industries, in line with TCFD industry
classification recommendations 50% (SBT or
1.5% aligned) for other industries
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NET ZERO RACE

DPAM MILESTONES — TP VALIDATION

23.3.2022 APRIL 2022 24.3.2023 (iatest!) 1.1.2030

1.1.2040 1.1.2050

—

D 4
Annual progress
reporting, incl. % of

Internal fund target AuM
validation +
commitment (DPAM
funds art.8, 8+,9)

CDP validation of DPAM
target
+ Communication
(statement)

Commitment NZAM
(initiating validation process)

+ communication A

WE ARE HERE

Intermediate
target deadline *
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v

100% DPAM
AuM Net Zero

100% SBT
coverage by
fund

* unforeseen events require revisions
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DPAM MILESTONES -
WHERE WE ARE WHERE WE GO

100
75
42.5
39.3
I : I
u

carbon intensive sectors other sectors

100

100
90
80
70 66.8
60
50

423
40
30

20

10

HMArt. 8 WArt.8+ EArt.9 m2030 m2040

Source: DPAM, SBT — Q3 2022
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TRANSITION ACCELERATION CHALLENGES

China has 70% share of graphite, Africa 76% of Cobalt, 87% of lithium from South America and the Pacific

01 The required size of scale and
commodities bottleneck
10%
ﬂ . Super Climate Wars and related
. " T geopolltlgal tensions whilst innovation
—— 5%3% i cooperation
Europe 5%
76% % | o E Fragmented supply chains
54% China
32% ii'/j 55%
9%7%3%0% e b e, m Deglobalisation
South America Africa 0% T
Pacific
B Graphite [l Manganese I Nickel Cobalt [ Lithium m Sh|ft in trade partner
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COMMODITY BOTTLENECK

Il 2022 Supply
' Vs
I 2035 Demand

3322.000 ¢
needed

4,000,000 ¢

No. of Mil
Plants Need

b/

312,000 1

needed
177,000t 463,000

62

Nickel

72

Natural
Graphite

97

Synthetic .
Graphite “needed

. 5,200,000 t

54

Source: Benchmark Mineral Intelligence

= 384 new mines required to meet the
increasing demand for critical minerals.

= Over % of produced lithium, cobalt and
other rare minerals come from Australia,
DR Congo & China and the refining and
processing operations are dominated by
China.

= |f the energy super cycle cannot last as
incompatible with NZ commitments and
energy security, the critical minerals price
inflation should last on medium term
EXCEPT if recycling and circular economy.

14

Source: BofA Global Research —transforming world
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CHINA — UNAVOIDABLE?
HOW TO RECONCILE SOCIAL ISSUES?

[ 3.5M
In 2016 China bought UNITS
mare EVs than the rest

of the world combined.

2011
SALES

554K
TOTAL

Battery EV Sales vs Hybrids (2011 - 2021) Norway o 327K

71% 29%

Battery Plug-in Hybrid
Electric Wehicles Electric Vehides

Rest of the World O

Rest of Europe O > 313K

20711 2012 2013 2014 20015 2016 2017 2018 2019 2020 2021

Source: BofA Global Research — Thematic investing Net Zero 2.0 - 31.10.22
Source: Visual Capitalist, IEA, Argonne National Laboratory: Electric Vehicle
sales by country
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China’s domination of most clean tech supply

chains, particularly Evs

=  Competition has started but large delay to
catch up

Solar supply chains domination
"  From 75% to 95% of solar panel components
are dependent of China

Engaging to mitigate adverse impact discovered

through ESG scorecards — Xinjiang region forced

labour

= Utility companies and companies with an
exposure to solar panels with an exposure to
the Xinjiang region in their supply chain,
should have proper due diligence practices
to avoid being exposed to forced labour (e.g.
Sungrow).



- Sustainable -

SOCIAL ISSUES:
THE UGLY DUCKLING OF ESG?

Emerging market and

2021 | developing economies

B Advanced economies
STEPS 2050 |
APS 2050 |

MZE 2050

1 2 3
Billion pecple

|EA. CC BY 4.0

The APS sees a lower number of people breathing heavily polluted air than in the STEPS
but only in the NIE Scenario does the number in 2050 fall below cumrent levels

MNote: Heavily polluted air = PMg s concentrations 2 35 microgrammes per cubic metre.

Source: World Energy Outlook — IEA
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Climate change still dominating headlines and
priorities but not separated from Social
concerns!

CLIMATE AND HEALTH
= Air pollution = #1 killer worldwide
CLIMATE AND LABOUR MARKETS

= Energy and food inflation = increasing
concern for workers conditions and pay

= Risk of recession vs labour market

= This in the context of demographic shifts ie.
Baby boomers = 1/3 workforce leaving faster
than ever. Younger generations who lack
experience and skills to close the gap

GEOPOLITICS — FAIR TRANSITION (COP 27)
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COST OF ESG? KEEP ON TRACK

Yes, net zero is inducing Inflows still supporting ESG versus recession “Underperformance”
a cost of capital as the ESG investments despite fears are growing but in YTD is a story of sector
trillions required to ESG premiums case of recession oil allocation, ESG
finance the transition prices should also premiums and real yield
LSSl decrease increase
= Capital allocation has companies with 40%
already been reshaped premium in average
following the climate -> idea generation

action focus
= Use of labelled bonds

is increasing =2
stockpicking

17 November 2022
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KEY MESSAGES

= Energy security and unprecedented response
from governments offer investment opportunities

= Commodity bottleneck should push recycling and
circular economy alternatives

=  China or how to mitigate social complexities with
the clean energy giant

= ESG: keep on track and stock idea generation

18 November 2022
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THANKS TO YOUR PARTICIPATION TO OUR OUTLOOK 2023,

DPAM WILL DONATE THEIR GOODIE-BUDGET
TO “THE OCEAN CLEANUP”

The Ocean Cleanup, a non-profit organization, is developing
advanced technologies to rid the world’s oceans of plastic.

@ CLEAN UP what is already polluting our oceans
y INTERCEPT plastic on its way to the ocean via rivers

SCIENTIFIC RESEARCH
to understand the problem and develop cleanup solutions

19 November 2022
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© The Ocean Cleanup



HEAD OFFICE
BELGIUM

2 dpamfunds.com

Q) +3222879111

@ dpam@degroofpetercam.com

M /company/dpam
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1040 Brussels
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