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The low carbon transition presents a significant, long-term structural growth opportunity that is compelling for

both investors who have made a pledge to net-zero emissions and investorsin search of new return drivers.

The speed at which climate-related developments are occurring — across policy, technology and consumer trends

— is accelerating. Many companies behind decarbonisation solutions are in renewables and transportation, where

rapidly improving technology and lower costs are contributing to the long-term structural growth trend.

Decarbonisation’s diversification potential

One of the compelling characteristics of
decarbonisation as an investment theme is that the
range of companies covered sit across multiple sectors
and regions, and with a spread of market
capitalisations, but generally with higher-than-average
growth rates.

It comprises a hugely diverse group of businesses: from
wind-power developers, to logistics firms, to software
companies, to biotech businesses, and more. We saw
the benefits of this diversity during the global equity
sell-off in Q1 2020.

Hedge systemic carbon risk in portfolios

Investors are rightly paying attention to how climate
change and the transition to a low-carbon economy
may impact the risk/return profile of their portfolios.
The average investor is highly exposed to fossil fuels,
given the amount of carbon-intensive exposure in their
underlying investments.

As climate action accelerates, these headwinds for
traditional, carbon-heavy businesses will grow stronger.
We believe one approach to manage this risk is through
an investment process that seeks companies for which
these same factors are tailwinds, and hence we would
expect an opposite effect on investment performance.

Tel (852) 2147 0090 Email info@hkrsa.org.hk

Linked [f§] www.linkedin.com/company/hong-kong-retirement-scheme-association

Innovation and adaptation

Environmental solutions by their nature require
innovation. To solve the climate challenge, we
need to reinvent many aspects of the way the
world produces and consumes — from
transforming energy generation and transmission,
to changing industrial processes, to transitioning
to new ways of transporting people and goods.
Electric vehicles, for instance, look similar to
traditional cars on the outside, but contain very
different components and technologies, and
require different infrastructure. Innovation is
therefore a key driver of the competitive
advantages, growth potential and profitability of
the companies benefiting from decarbonisation.

Adaptation is also key, since climate change is
already occurring and likely to continue even if
emissions-reduction targets are met. Alongside
the decarbonisation innovators, companies that
help the world adapt to an unstable climate can
also be presented with significant growth
opportunities.
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Three pathways to a low-carbon future

The economic transformation required to limit the
worst effects of climate change has only just begun.
The world is currently spending only US$500 billion
of the US$1.6-USS$3.8 trillion of public and private
investment required annually to keep temperature
rises below 2 degrees. Thus the massive growth
opportunity lies ahead.

We Dbelieve the three main
decarbonisation include:

pathways to

. Renewable energy: The world needs a
complete change in how we generate
electricity, moving away from fossil fuels
towards renewable energy, mainly wind and
solar.

. Electrification: Increased electrification s
essential, including an overhaul of ground
transportation, making the fleet more
autonomous and efficient, and ultimately
moving away from internal combustion
engines to self-driving electric vehicles
powered by renewable energy.

. Resource efficiency: More efficient use of
resources is key to decarbonisation, including
achieving higher standards of efficiency in
many domestic and industrial processes, and
in buildings and appliances

Renewable energy

To limit global temperature rises to
safe levels, a shift to renewable energy
is essential.

Low-carbon Wind and Renewable
regulated  solar power energy
utilities producers equipment

Electrification

Resource efficiency

Tap into a long-term structural growth trend

Despite the pandemic, the past year suggests
governments over the world are committed to
decarbonisation, further fuelling the structural
growth trend.

However, government policy isn’t the only driver of
decarbonisation. The costs of low-carbon
technologies are declining, and green solutions’
performance continues to catch up to, and
increasingly exceed, that of traditional, high-carbon
products and services. Add to this growing consumer
solutions, and

preferences for low-carbon

decarbonisation looks hard to stop.

In our view, the growth potential of some of these
businesses is significant. To get to net-zero, or close
to it, the green energy and transport sectors will
have to be multiple times their current sizes. Wind
and solar must dominate electricity generation, and
100 million EVs must be sold every year by 2050, up
from about 2 million in 2019. This implies substantial
growth not only for renewable-energy utilities and
EV manufacturers, but for companies in their supply
chains.

We believe the shift towards a decarbonised future
is accelerating and will create compelling investment
opportunities for decades to come. Decarbonisation
is still at an early stage, which should give investors
the potential to capture meaningful alpha and
diversification.

Electrification of transportation,
heating and industrial processes
is vital to controlling emissions.

Semiconductor Transport  Battery
companies  sensors technologies

Resource efficiency is a
crucial aspect of decarbonisation.

Electric Energy Building
efficiency  efficient materials
heating
appliances
and
lighting
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Important information

The information may discuss general market activity or
industry trends and is not intended to be relied upon as a
forecast, research or investment advice. The economic and
market views presented herein reflect Ninety One’s
judgment as at the date shown and are subject to change

About HKRSA

The Hong Kong Retirement Schemes
Association (HKRSA) was established in 1996 to
promote the interests and best practices of

without notice. There is no guarantee that views and retirement schemes in Hong Kong including
opinions expressed will be correct and may not reflect those provident and pooled retirement funds.
of Ninety One as a whole, different views may be expressed The HKRSA is a not-for-profit, non-political
based on different investment objectives. Although we association, which represents retirement
believe any information obtained from external sources to schemes and their members, providing a forum for
be reliable, we have not independently verified it, and we discussion of issues of current and topical
cannot guarantee its accuracy or completeness. Ninety interest.

One’s internal data may not be audited. Ninety One does not
provide legal or tax advice. Prospective investors should
consult their tax advisors before making tax-related
investment decisions.

This communication is provided for general information only About Ninety One

and is not an invitation to make an investment nor does it

constitute an offer for sale. Investment involves risks. This is Ninety One, previously Investec  Asset
not a recommendation to buy, sell or hold a particular Management, is an independent global asset
security. No representation is being made that any manager dedicated to delivering compelling
investment will or is likely to achieve profits or losses similar outcomes for its clients, managing US$180.6bn in
to those achieved in the past, or that significant losses will assets (as at 31.03.21). Established in South Africa
be avoided. The securities or investment products in 1991, almost three decades of organic growth
mentioned in this document may not have been registered later, we offer distinctive active strategies across
in any jurisdiction. equities, fixed income, multi-asset and

alternatives to institutions, advisors and

In Hong Kong, this document is issued by Ninety One Hong individual investors around the world

Kong Limited and has not been reviewed by the Securities
and Futures Commission of Hong Kong.

Except as otherwise authorised, this information may not be
shown, copied, transmitted, or otherwise given to any third
party without Ninety One’s prior written consent. © 2021
Ninety One. All rights reserved.

Disclaimer

This document is intended to be for information purposes only and it is not intended as promotional material in
any respect. It does not constitute any solicitation and offering of investment products. The views and opinions
contained herein are those of the author(s), and do not represent views of the Hong Kong Retirement Schemes
Association (the “HKRSA”). The material is not intended to provide, and should not be relied on for, investment
advice or recommendation. Information contained herein is believed to be reliable, but the HKRSA makes no
guarantee, representation or warranty and accepts no responsibility for the accuracy and/or completeness of the
information and/or opinions contained in this document, including any third party information obtained from
sources it believes to be reliable but which has not been independently verified. In no event will the HKRSA be
liable for any damages, losses or liabilities including without limitation, direct or indirect, special, incidental,
consequential damages, losses or liabilities, in connection with your use of this document or your reliance on or
use or inability to use the information contained in this document. This document has not been reviewed by the
SFC. Any link to other third party websites does not constitute an endorsement by the HKRSA of such websites or
the information, product, advertising or other materials available on those websites and the HKRSA accepts no
responsibility for the accuracy or availability of any information provided by linked websites.
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