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Carbon Tracker in a nutshell

Climate science; finite limits to carbon emissions for any given
warming outcome

Carbon budget

Far more fossil fuel is available — thus higher cost assets have

greater risk of destroying value in the energy transition Stranded assets

Falling renewable costs, air pollution and import dependency
drives an Inevitable Policy Response & emerging markets E‘nergy disruption
leapfrog

Investors lose money at the peak, not when the system has

Investors need
changed. Refocus, engage and divest company or management fo act
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Fossil fuel sector plans for climate failure

The range of various oil production scenarios.

IPCC emissions
scenarios (from
all sources)
consistent with
Paris goals.

Mio. barrels per Day

Medium-change
1.5C pathways

Likely 2C
pathways

Source: BP, IPCC, CTl analysis
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Energy disruption breaks barriers
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The problem The solution

If will upset some Thank you
important people Greto ond Biden”
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New world of peak fossil fuel demand

demand peaked
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Fossil fuels / Oil

Fossil fuels for electricity: global

ICE cars

E&P capex
2014
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Coal

Fossil turbines

Fossil fuels: OECD

>

Time
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Fossil fuels for electricity: Europe -

Fossil fuel for electricity
demand peaked in OECD in
2005

Global coal demand in 2013
Global E&P capex in 2014

Internal combustion engine
(ICE) cars in 2017

Oil demand in 2019 ...2

ICE trucks in 202X...2
o




It will not happen all at once ...

COUNTRY SEQUENCING SECTORS AND THE ENERGY TRANSITION
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Fossil fuel system - a financial juggernaut

Area

Asset value ($tn)

Flow value ($tn)
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Source: ‘Decline and Fall”, Carbon Tracker (2020)
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$32 tn worth of assets in
physical infrastructure

$26 tn in equity & bonds -
direct or indirect

25% of listed equities

50% of non-financial fixed
Income



Energy transition - risks & opportunities

Global fossil fuel demand (mtoe)
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A depreciations
10000 .
Impairments & asset
8,000 \ write-downs (stranded
assets)
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\ Underfunded asset
4,000 retirement obligations
\ (stranded liabilities)
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\ Can incumbents pivot?
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Source: Smil, BP, DNV, Carbon Tracker
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COP26 change focus: Gain not Pain

What has changed since FParis in 2015

Mitigating climate change is no longer an expensive collective action
problem ... It's a technology revolution with enormous wealth-generating
and retributive potential

2015 2020
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2040, cost of flectrlcﬂy from solar will still be

By o .
h| her than from 90% of new electricity |gglenerc:lhfm from renewables

ssil fuels IE was cheaper than fossil fuels (BNEF)

« 360 GW cumulative solar by 2020 (IEA)

L ]

710 GW was deployed globally (BNEF)

* Batteries are too expensive

L ]

Battery costs halved and deployment up 4x

+ People scared of >2% renewable on grid

[ ]

Denmark >50%
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Disclaimer

Carbon Tracker is a non-profit company set up to produce new thinking on climate risk. The organisation is
funded by a range of European and American foundations. Carbon Tracker is not an investment adviser, and
makes no representation regarding the advisability of investing in any particular company or investment fund
or other vehicle. A decision to invest in any such investment fund or other entity should not be made in
reliance on any of the statements set forth in this publication. While the organisations have obtained
information believed to be reliable, they 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 used to compile this report has been collected from a number of
sources in the public domain and from Carbon Tracker licensors. Some of its content may be proprietary and
belong to Carbon Tracker or its licensors. 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 any jurisdiction. The information is not intended as financial advice. This research report
provides general information only. The information and opinions constitute a judgment 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 and in good faith, but no representation or warranty, express or implied, is made by Carbon
Tracker as to their accuracy, completeness or correciness and Carbon Tracker does also not warrant that the
information is up-to-date.’
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Thank you for listening

For more information visit:
www.carbontracker.org
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hjeppesen@carbontracker.!org
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