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IPR releases climate policy and progress assessment for Quarter Two

Media Release:

Momentum still positive towards 1.8°C despite global headwinds

LONDON: 30/06/2022 12:00 BST: Global climate momentum remains positive with developments
around increased ambition reinforcing a 1.8°C pathway according to the latest quarterly analysis
released the latest Inevitable Policy Response Quarterly Forecast Tracker (QFT).

The QFT provides investors with an ongoing assessment of key climate energy, land use and
transition policy and technology developments*. Over one hundred and sixty policy measures have
been tracked since the Glasgow conference and weighted on relevance, credibility and impact.

From April to June 2022, sixty-one global climate policy and technology developments were tracked.
In the context of IPR forecasts, thirty-six were relevant, twenty-six reinforcing the probability of a
1.8°C outcome, five indicating a slight acceleration towards a 1.5°C outcome and two developments
indicative of deceleration, relative to forecasts. Given that Brazilian deforestation is dependent on
the upcoming election and that US Federal climate policy has somewhat stalled, the overall impact is
at best, in line with the 1.8C Forecast.

The QFT reporting suite for Quarter 2 also includes a Just Transition lens with an in-depth analysis
prepared by the Grantham Research Institute on Climate Change and the Environment assessing to
what extent policies reflected in the QFT integrate Just Transition principles. In general, many do,
but more could be done.

Also included is accompanying IPR paper by Kaya Advisory examining how the re-election of ‘Lula’
da Silva would make an end to illegal deforestation activity by 2030 (if not well before) and the
achievement of net zero emissions from the Brazilian Amazon possible. The re-election of
incumbent Jair Bolsonaro with a conservative Congress would be of grave concern.

QFT Summary — Quarter 2, 2022

¢ Interms of net impact, we note that on policy the EU edges in the positive direction
longer term, China has been somewhat positive, but the US has not moved ahead

e Recent policies and proposals in Brazil are likely to increase deforestation

e Ontechnology developments, including deployment, there have been positive
trends particularly on EV deployment which accounted for 10% of sales in 2021
(outpacing IPR outlook of 5%)

e Offsetting this short term has been the security crisis brought on by the Ukraine War
leading to use of more fossil fuels in power. The long-term issue is whether this gets
‘locked in’

e Inthe Quarter 1 QFT Report we addressed this in terms of potential overbuild of
capacity for security reasons but with emissions trajectories still manageable
through capacity utilization

¢ Finally, the world economy is slowing short term, which would result in lower growth
in emissions

e Overall while there are still significant challenges, IPR believes developments are
confirmatory of FPS 1.8°C while falling well short of RPS 1.5°C


https://www.unpri.org/ipr-q2-qft
https://www.unpri.org/ipr-q2-qft
https://www.unpri.org/ipr-just-transition-assessment
https://www.unpri.org/ipr-brazil-policy-analysis
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Brazil in Focus

e In October 22 Brazil will hold elections for the president and National Congress. This is a
particularly crucial election given the negative trends for deforestation under President
Bolsonaro and the more positive stand that opponent and former President Lula takes.

e The conclusion is that an end to Net Deforestation by 2025 as required in the 1.5°C RPS
looks virtually unattainable.

e |If Lula is elected, this leaves open the door to an end to illegal (90%+ of activity)
deforestation and net zero emissions when combined with afforestation by 2030 as forecast
in the 1.8°C FPS.

¢ |PR notes a humber of private sector initiatives which are working to end commodity-driven
deforestation.
Mark Fulton, Project Director, Inevitable Policy Response:
“The latest QFT reflects that the majority of climate developments in 2022 remain on the positive
side of the ledger, despite the ongoing international instability and volatility. However, developments
in the US and Brazil around elections remain important to delivering a below 2°C outcome”.
Brian Hensley, Partner, KAYA Advisory:
Anyone interested in saving the Amazon or concerned about the Paris Agreement targets needs to
have a date in mind, October 2nd 2022. The Brazil General elections may impact the fate of both.”
Ends

Supporting Documents:

Quarterly Forecast Tracker - Update of global energy/land policy and technology developments
Inevitable Policy Response - Q2 2022

An assessment of Just Transition elements in the Inevitable Policy Response
Grantham Research Institute on Climate Change and the Environment
London School of Economics - June 2022

Can Lula save the Amazon? A Brazil Policy Analysis
Report prepared by Kaya Advisory for the Inevitable Policy Response - June 2022

Documents are available for download here.
For more information:

Andrew Whiley

Communications Manager

Inevitable Policy Response

+61 0407420 064
andrew.whiley@inevitablepolicyresponse.org



https://www.unpri.org/sustainability-issues/climate-change/inevitable-policy-response#:~:text=The%20Inevitable%20Policy%20Response%20(IPR,policy%20responses%20to%20climate%20change.
mailto:andrew.whiley@inevitablepolicyresponse.org
mailto:andrew.whiley@inevitablepolicyresponse.org
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About Inevitable Policy Response (IPR): The IPR is a climate transition forecasting consortium
that aims prepare institutional investors for the portfolio risks and opportunities associated with a
forecast acceleration of policy responses to climate change. To help prepare markets and investors
IPR then models in detail the impact of the forecasted policies on the energy system, food land use
system and real economy. More information is available here.

Notes for Editors:

The IPR was commissioned by the Principles for Responsible Investment (PRI) in 2018 and is
amongst international investor based initiatives supported by the PRI.

About the Quarterly Forecast Tracker: Produced on a quarterly basis for 2022, the QFT assesses
global policy, technology and land use which drive the energy and land transition, determining any
acceleration, deceleration, stagnation or reinforcement of energy and land-related policy ambition
and technology developments against 2021 IPR 1.8°C FPS and 1.5°C RPS scenarios.

2021 1.8°C Forecast Policy Scenario (1.8 FPS): The 2021 Forecast Policy Scenario (EPS) is IPR’s
current assessment of what is expected to happen, in terms of future policy developments and the
subsequent impact on emissions reduction and temperature outcomes.

The 1.5°C Required Policy Scenario (1.5 RPS): The 2021 1.5C RPS is IPR’s current assessment
of future policy developments needed to increase emissions reduction, close the existing gap, and
hold global temperature increase to a 1.5C outcome. Unlike the FPS, the 1.5C RPS scenario works
back from the goal of reaching 1.5C and asks what would be needed to get there, rather than what is
likely to unfold given current political realities.

* For context these are measured against the IPR 1.8°C Forecast Policy Scenario and 1.5°C Required Policy Scenario both
launched pre COP26.

Figure 1. Quarterly Forecast Tracker — Quarter 2 Distillation

IPR QFT assessment adopts a multi-step approach to assessing key policy and O BEs
technology developments impacting 1.8°C FPS and 1.5°C RPS - Q2 2022

o @ Track/compile announcements between 2022.Q2 QFT
\

April 2022 — June 2022 61

policy and technology

o Determine relevancy to IPR FPS and RPS developments tracked
forecasts:
» Confirmatory/reinforce forecasts 36
® Signal acceleration or deceleration of policy relevant to FPS/
relative to forecasts RPS forecasts
e ﬁ Assess credibility of announcement 33
o Less credible: off or on-the record statement
# Credible: Public position on direction of travel credible
» More Credible: Published strategy, or enacted
legislation 7 with likely impact
to revise forecasts
o }5 Score impact of development on RPS and upwards or downwards
@ FSP forecast (see previous slide)


https://www.unpri.org/sustainability-issues/climate-change/inevitable-policy-response#:~:text=The%20Inevitable%20Policy%20Response%20(IPR,policy%20responses%20to%20climate%20change.
https://www.unpri.org/
https://www.unpri.org/news-and-press/take-action-on-climate-now-or-risk-disruptive-policies-in-future/3625.article
https://www.unpri.org/inevitable-policy-response/the-inevitable-policy-response-2022-quarterly-forecast-trackers/9910.article
https://www.unpri.org/inevitable-policy-response/the-inevitable-policy-response-2021-forecast-policy-scenario-and-15c-required-policy-scenario/8726.article
https://www.unpri.org/inevitable-policy-response/the-inevitable-policy-response-2021-forecast-policy-scenario-and-15c-required-policy-scenario/8726.article
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Figure 2: Quarterly Forecast Tracker - Quarter 2 Heat Map
Q2 - April / June, majority of energy/land policy & technology developments mostly C‘) oo
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i. This assessment covers the period from mid-April to mid-June 2022
ii. The IEA’s “Stated Policy Scenario’ or STEPS reflects current policy settings based on a sector-by-sector assessment of the specific policies that are in place, 35 well as those that have been announced by governments around the world
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Disclaimer: The information contained in this communication 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 communication 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 communication 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 communication 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 communication. PRI Association is not responsible for
any errors or omissions, or for any decision made or action taken based on information contained in
this communication or for any loss or damage arising from or caused by such decision or action. All
information in this communication 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. Vivid Economics and Energy Transition Advisors are not investment advisers
and make no representation regarding the advisability of investing in any company, investment fund
or other vehicle. The information contained in this communication 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 communication 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. Vivid Economics and Energy Transition
Advisors 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 communication 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 communication 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 Vivid Economics or Energy Transition Advisors as to their accuracy, completeness
or correctness and Vivid Economics and Energy Transition Advisors do also not warrant that the
information is up to date.



