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= We need to take urgent action on climate
issues. The IPCC says we only have three

With the Ukraine war raging and fossil energy
prices scaling the heights, energy independence
IS @ major concern, and especially in Europe.
Energy transition means focusing on reducing our
dependency on fossil fuels -currently around 80%
for the global economy -to accelerate the decar-
ponisation process. Linking energy transition and
independence therefore strikes us as more than
ever essential.

THE TIME FOR ACTION IS NOW

“Three years to act to keep our world liveable.” This was the alarm
callin the latest GIEC'report released in 2022. Bear in mind that our
daily carbon footprint
will last on average for
the next hundred years.
Temperatures have
already risen by 1.1°C
on average since the

years to preserve the world as a place worth

living in for the greatest number

= Energy efficiency is a key solution as

the best energy is the energy we do not
use and renewable energy sources mean
independence

= The good news is that investors now have
increasingly reliable climate methodologies
and monitoring tools

pre-industrial era. We
are now rapidly moving
towards +1.5°C. This
means icecaps melting,
advancing deserts,
islands disappearing
under water and heat
domes making some
regions uninhabitable.
There are also tensions
and even wars over
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water supplies and some species are facing
extinction. Increasingly frequent extreme
events show that global warming is already
with us. A Stanford University study in 2017
calculated that there was a 93% chance
temperatures would rise by 4°C by the
end of this century if carbon emissions
remained stuck in a “business as usual”
scenario. If we fail to stop this trend, the
world will even become impossible to
insure. This catastrophic scenario would
hit every part of our economy and society,
especially in emerging countries where
the global population is concentrated. By
2050, it is estimated that 1 billion people
living in coastal areas would be affected by
rising water levels or sea flooding, and that
$10 trillion-worth of infrastructure could be
at risk from exceptional flooding. To act,
the simplest solution is to embrace energy
sobriety and efficiency, just like genera-
tions of wise men before us.

ENERGY EFFICIENCY IS
THE KEYWORD

Today’s geopolitical tensions have con-
tributed to soaring fossil energy prices,
exposing the extent of Europe’s energy
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dependency. Given this highly unsettled
background and the fact that nobody
knows how long the situation will last,
the best energy is obviously the energy
we do not use. Acting on energy demand
and consumption can actually be a rapid
process. As we saw in Japan after the 2011
Fukushima crisis, reductions in energy con-
sumption can run to double digits. Japan
cut energy consumption by 16% in absolute
value between 2010 and 20192, Solutions
and results depend both on technological
advances but also on how much people,
companies and governments embrace
energy sobriety. Fortunately, there are
a number of useful actions like insulation,
sustainable mobility, electricity distribu-
tion optimisation and heat pumps. Install-
ing a heat pump can slash a household’s
energy bill by 60%. And ADEME, France’s
ecology transition agency, says cutting
heating by 1°C helps save 7% on bills.
Energy efficiency and sobriety are thus
the same levers across all sectors and they
also concern construction, industry and
transport. In transport, for example, the
European Environment Agency estimated
in 2020 that a plane’s carbon footprint
amounted to 285g/km per passenger, or
20 times more than a train. In construction,
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aid packages are being introduced to fund
removal of energy escape routes. To sum
up, energy efficiency is the best short and
long-term solution as it will help to save the
planet by 2100 while enabling consumers
to spend less on bills.

INCREASING THE USE OF
RENEWABLE ENERGY

The energy transition also means moving
from fossil to renewable energy sources.
There are almost innumerable amounts of
renewable power sources like wind farms
on land and at sea, solar, hydraulic, geo-
thermal, biomass, biomethane and green
hydrogen. Barely 20% of final energy con-
sumption in the world comes from renew-
able energy sources (IAE, 2022)3, although
renewable energy has been gaining ground
depending on its end use. For example,
electricity production has seen the biggest
rise with 83% of net renewable capacity
additions in 2020 coming from renewable
sources (REN21, 2022)%. Heating and trans-
port, in contrast, have been much slower
in making the change. Moving towards a
low-carbon economy and energy inde-
pendence will require the installation of
more renewable energy parks. They also
have the social advantage of reshoring
more sustainable, qualified and less qual-
ified, jobs, helping to revive economically
abandoned regions. Note, however that
“Not In My Backyard” (NIMBY) campaigns
have slowed the arrival of renewable
energy sources in Europe, especially wind
farms and biomethane units.

COMPANIES AND
INVESTORS NOW HAVE
MORE RELIABLE TOOLS.

Another positive factor is that we now have
more efficient tools to measure carbon
footprints. The period when vague carbon
assessments under scope 1 and 2° were
the norm is increasingly a distant memory.

Similarly, we are seeing genuine progress
on scope 3 emissions®, the elephant in
the room as they represent around 80%
of total emissions, and scope 47 criteria
which are essential in assessing the carbon
footprint of an entire value chain. Inde-
pendent entities with rigorous methodol-
ogies help companies assess their carbon
footprint and provide investors with the
means to align portfolios with the Paris
Accord. Investors are increasingly better
equipped to shape their portfolios and
take real action against climate change.

ACTING FOR A JUST
TRANSITION

Faced with energy dependency and the
climate emergency, we should activate
levers to drive energy efficiency and the
development of renewable energy sources.
Quite simply we need to consumer less
and better. Energy transition is tricky to
roll out as our societies have depended
on fossil energy since the 19th century.
Another challenge in ensuring success is
to accompany transition with social meas-
ures. Hence the notion of a just transition.
France’s gilet jaune disruptions in 2018-19
were a stark reminder of reality. Efforts will
therefore be required to revive and main-
tain employment through job conversions
in regions, for example, which depend
heavily on traditional, internal combustion,
vehicle manufacturing.

By recognising the complexity of man-
aging short and long-term views while
integrating environmental, social and
economic pillars, investors are an impor-
tant part of the movement towards a sus-
tainable economy.

1. IPCC The Intergovernmental Panel on Climate Change, Sixth Assessment
Report, February 2022.

2. International Energy Agency, “Japan 2021 - Energy Policy Review”, March
2021.

3. International Energy Agency, “Tracking SDG7 - The Energy Progress Report
2022”, June 2022.

4.REN21Renewables Now, “Renewables 2021 Global Status Report”, June 2021.
5.Scope Tconcerns direct emissionand scope 2 indirect emissions from energy.
6. Scope 3 covers other indirect emissions.

7.Scope 4 covers avoided emissions.
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July 2022. This document is issued by Edmond de Rothschild Asset Management (France).

This document is non-binding and its content is exclusively for information purpose. Any reproduction, disclosure or dissemination of this material in
whole or in part without prior consent from the Edmond de Rothschild Group is strictly prohibited.

The information provided in this document should not be considered as an offer, an inducement, or solicitation to deal, by anyone in any jurisdiction
where it would be unlawful or where the person providing it is not qualified to do so. It is not intended to constitute, and should not be construed as
investment, legal, or tax advice, nor as a recommendation to buy, sell or continue to hold any investment. EARAM shall incur no liability for any invest-

ment decisions based on this document.

The information about the companies cannot be assimilated to an opinion of Edmond de Rothschild Asset Management (France) on the expected evo-
lution of the securities and on the foreseeable evolution of the price of the financial instruments they issue. This information cannot be interpreted as a
recommendation to buy or sell such securities. The composition of the portfolio may change in the future.

This document has not been reviewed or approved by any regulator in any jurisdiction. The figures, comments, forward looking statements and elements

provided in this document reflect the opinion of EJRAM on market
trends based on economic data and information available as of today.
They may no longer be relevant when investors read this document. In
addition, EdRAM shall assume no liability for the quality or accuracy of
information / economic data provided by third parties.

Past performance and past volatility are not reliable indicators for future
performance and future volatility. Performance may vary over time and
be independently affected by, inter alia, changes in exchange rates.

« Edmond de Rothschild Asset Management » or « EDRAM » refers to
the Asset Management division of the Edmond de Rothschild Group. In
addition, it is the commercial name of the asset management entities of
the Edmond de Rothschild Group.
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