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Policies & action
Real world action based on current policies

2030 targets only
Full implementation of 2030 NDC targets*

Pledges & targets
Full implementation of submitted and binding
long-term targets and 2030 NDC targets*

Optimistic scenario

Best case scenario and assumes Full
implementation of all announced targets
including net zero targets, LTSs and NDCs*

# IF 2040 NDC targets are weaker than projected emissions kevels
urder poficies & action, we use levels from policy & action
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Long-term Strategies

Net zero emissions target announcements

Agreed in law, as part of an initiative, or

under discussion
Climzre Nowv 2021
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25 %

Net zero target design - mostly inadequate to date

Evaluation of the quality of net zero targets using the CAT's design blueprint For transparent,

comprehensive, and robust national net zero targets
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$13 trillion of bonds are guaranteed to inflict a loss if held to maturity

F I N A N C E M Negative-Yielding Bonds in the Bloomberg Barclays Global-Aggregate Index

Mar Jun
2018

Source: Bloomberg



> . Development Construction Operation Termination
Risk Categorles Phase Phase Phase Phase

Environmental review Cancellation of permits Contract duration

Change in tariff
regulation Decommission

Rise in pre-construction

BA R RI E RS TO LOW couts (longer Contract renegotiation Asset transfer

E M I SS I 0 N ) POkI"I Il)CAL PSP prosses) Currency convertibility

Social acceptance

CLIMATE RESILIENT REGULATORY Change in taxation

Change in regulatory or legal environment

Enforceability of contracts, collateral and security

INVESTMENTS

Prefunding Default of counterparty

Refinancing risk

Financing availability Liquidity

MACROECONOMIC

Volatility of demand/market risk

AND

BUSINESS Inflation

Real interest rates

Exchange rate fluctuation

4 Governance and management of the project

Environmental
Termination value

Project feasibility Construction delays Qu::::ativlf dfeficlzit different from
and cost overruns Y EICS expected
structure/ service

Archaeological

Technology and obsolescence

Force majeure



Green market
transformation

MARKET

FIXING

MARKET
SHAPING

Information and
empowerment
instruments

P Information disclosure
and green taxonomies
(climate risks, carbon

Demand-side liabilities, etc.)

instruments

» Long-term policy
commitment and targets
Valuation methodologies
Public awareness and
persuasion

vy

Demand-side
instruments

Investment in education
and research

Technical and vocational
training and retooling

Supply-side
instruments

Control
and regulatory
instruments

» Macro-prudential
regulations (climate
stress tests for banks and
insurers, etc.)

Mandates

Ban

Zoning

Building codes

Norms and minimum
performance standards
Standards and labels
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Streamlining licensing
processes
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Economic
and market
instruments

Carbon taxes, phase out
of fossil fuel subsidies
Development of new
asset classes

Fossil fuel divestment by
public financial
institutions

Taxes/tax breaks (e.g.,
carbon taxes)
Charges and penalties
Favourable tariffs
Green procurement
Advanced market
commitment

Tradable permits and
quotas

Power purchase
ELCENENS

R&D commissioning
Property rights

agreements

Institutional
instruments

» Green finance regulatory
networks, asset
managers coalition and
central bank coordination
mechanisms

> Establishment /
restructuring of
environmental institutions

» Development of R&D
networks and ecosystems

Dedicated financial
institutions (green banks,
green guarantee
companies, green bond
platforms, etc.)

Financial
instruments

Public sector-led R&D
Project concessional
finance (grant and loans)
Incubation grants/venture
capital

Guarantees

Equity investment
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BASE CASES IN HIGH FINANCING COST ENVIRONMENT .
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Cumulative
Cash flow %

CARBON TAXES AND LOWER INTEREST RATES
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CARBON TAXES, LOWER INTEREST RATES + .

UP-FRONT DE-RISKING
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Cumulative
Cash flow %

WHEN PHYSICAL RISKS COME INTO PLAY
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Aligning
finance with
sustainable
development

Mobilising
Catalysing finance

Transformational Innovation
planning
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