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Independent thinking

Who we are & what we do

Fathom is an independent research consultancy based in
London and Washington DC, established in 2003

Our clients include UK and overseas government departments,
local government, pension schemes and other asset managers

Focusing on the links between the macro economy, financial

markets and geopolitics, we provide:

e In-depth research

e Bespoke consultancy projects

e Services tailored to local authorities

e Macroeconomic, climate and financial markets training

e Climate-related services including:
e Net zero strategy Brian Davidson

e Transition pathways Head of Climate Economics

e Climate risk data



Climate emergencies and net zero
Turning aspirations into reality

« Climate emergency declared
* Net zero target set
« Now what?

* The little things (like cutting out plastic
straws or re-introducing beavers) are
important, but cutting GHG emissions is
key to addressing the climate emergency

* How to do that in the most efficient, cost-
effective and politically acceptable way?

« Tackling climate change is often seen as
a cost, but doing so creates opportunities
(for businesses, investors and taxpayers
— creating jobs, reducing costs, etc.)

UK GHG emission breakdown, 2019
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Climate emergencies and net zero
The UK: so far so good, but...

G7 CO2 emission intensity of GDP
« The UK is a climate leader and the Kilggram per 2010 USD of GDP

shift to renewable electricity has been
key to achieving this

 Further emissions cuts will be harder, 0.8
but some low-hanging fruit still remain

« Most GHG-emitting processes can be 0.6
electrified and most of that electricity !
could come from renewable sources 041 \_\
« While some of the solutions are ;
simple, they are not always obvious; 021 ————————
they get (a lot) more complicated in :
those hard-to-abate sectors |
0.0 |

« Understanding where emissions come 1960 1970 1980 - 1990 2000 2010 2020
from, where they need to go, and the T PR e
options for getting there are key (and — ltaly Japan United Kingdom
poorly understood) — United States

Source: Refinitiv Datastream /Fathom Consulting
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Cutting emissions 101

« Our data and tools help us solve these Electricityleat 218
. H Road transportation 218
problems in a systematic way i =
« Transition pathways consider the LongmnRane 2
. - .. giconstruction 6.5
relative difficulty of decarbonising Agriculture 102
different economic activities Industrial processes 38
Buildings 17.6
« We use this to help clients: ENSE = _
dasie .
 Allocate their carbon budget Other fuel combustion 23
« Set emission reduction targets Easy sndir Ottt i Source: 1CC Fathom Consulting
« Engage with business community
. : ; e CO2 emission paths, 1.5°C scenario
Design policy to support transition g
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* Net zero will not be possible without
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Source: NGFS / BP / Fathom Consulting




Climate emergencies and net zero
How much does climate transition cost?

» Costs are falling and tech is advancing

« But challenges remain:
 Electricity storage
« Charging/fueling infrastructure
 Aviation & shipping
« Managing hydrogen
* Protecting low-income households
» Public money can also be used to solve
these problems (e,g. by supporting
demand and investment) and clean up
its own footprint
 Bringing further benefits for leaders:
Creating more, better-paying jobs
Bringing down costs
Improving health outcomes
Avoiding worst climate impacts
Showing leadership
pillovers from advanced R&D

Levelised cost of energy
Median values, USD per megawatt hour, 2020

Gas turbine 94
Coal 75
Gas combine cycle 67
Nuclear 82
Wind offshore 130
Concentrated solar 129
Biomass 81
Geothermal 56
Wind onshore 52
Solar PV (Utility) 51
Hydro 48
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Source: World Bank / Fathom Consulting



Climate emergencies and net zero

Our services — tailored for local government o . _ \N
« Successfully navigating the transition requires I
knowledge and training (required by regulators)
« We offer bespoke training solutions for treasurers,
elected members and other stakeholders
Greta says it’s all just blah blah blah — k

why | disagree

9 November 2021 Brian Davidson, CFA @
I

Training
with « Our Training with research package includes access to
research Fathom’s world-leading climate research

Hydrogen: an energy trend flying under

the radar .
Kevin Loane *
Charts editor » v}
y
12 January 2022 Andrea Zazzarelli ﬂ

HOW TO SPOT The bumpy road to climate transition
A COP-OUT 10 September 2021 Brian Davidson, CFA @
AT COP26 ._

WINNERS
AND LOSERS
FROM COP26

- WORLD’S CARBON
{ BUDGET

Decarbonising the UK’s electricity mix —
what will it take?

8 October 2021 Helena Gough n

— 7




Climate emergencies and net zero

Our services — tailored for local government

Benefits:

« Save money on fuel/energy

» Consider risks and opportunities
(and the effect on public finances)

» Pick low-hanging fruit

» Cut emissions fast

» Show leadership on climate

» Protect and create jobs

» Avoid costly tax hikes

* Avoid lawsuits

« Comply with regulations

Training
with
research

Net zero
strategy

Bespoke
projects

Successfully navigating the transition requires PN
knowledge and training (required by regulators)
We offer bespoke training solutions for treasurers,
elected members and other stakeholders
\\

Our Training with research package includes access to
Fathom’s world-leading climate research

We can help you create, implement and manage your
net zero strategy

\\

Advice on new and future regulation (TCFD and others)
Managing risk
Spotting investment opportunities

\\
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Any questions?

Brian Davidson, CFA brian.davidson@fathom-consulting.com
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First principles
Change In society = Change in your sector’s response

New priorities - Old problems.

Good Governance - If you change things, do it properly.

« Code Guidance
« Training (member and officer)
* Independent Expert Advice

Rebalance the balance sheet!
« Make it work!
« Deliver against expectations.

YOUR INTEREST
1S OUR BUSINESS 10
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RP Martin rebalancing

« The growth of Green, Social and Sustainability Bonds - Sub PWLB borrowing.
o Issuance doubled in a year as investor appetite targets the sector.

* Implement revisions to the Prudential and Treasury Management Codes.
o Prioritising Training and referencing ESG in investment plans.

* |nvestments — Focus on Carbon reduction.
o Solar — Hydrogen — Anaerobic Digestion

* Investments — Regeneration. Adult/Child Services.
o Retrofit Housing — Care — Homelessness

« |FRS 9 — Risk Management (mark-to-market).
o Statutory override expires 315t March 2023

YOUR INTEREST
1S OUR BUSINESS 11
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Disclaimer

This presentation including the information contained herein (Publication) is being issued by RP Martin as a division of BGC Brokers LP and affiliates, which is authorised
and regulated by the Financial Conduct Authority (FCA). This Publication is issued on a strictly confidential basis and for information purposes only to a limited number of
intended recipients and should not be construed as legal, tax or financial advice. It should not be distributed, published or reproduced in whole or in part, nor should its
contents be disclosed by intended recipients to any other person nor should it be relied upon by such persons as the basis for investment in any of the product described
herein. RP Martin and / or affiliates will not be responsible to recipients for providing protections afforded to their underlying clients nor for advising them. Any valuations
contained herein are indicative only and such valuations may be subject to change without notice. Past performance is not necessarily indicative of future results and the
intended recipients of this Publication should not rely on the information contained herein as it is not a guarantee or promise of future results and, where applicable,
recipients should seek their own independent financial advice. Certain information contained herein is based on third party sources. RP Martin and/ or affiliates do not make
any representations as to the accuracy or completeness of any valuations nor third party sources contained herein. RP Martin and/or connected persons do not accept any
liability whatsoever for any direct, indirect or consequential loss arising from any actions undertaken in reliance on or from any use of this Publication. This Publication is
provided on the basis that the recipients have such knowledge and experience in financial and business matters to be capable of evaluating the merits and risks of any
investment business and that they will undertake appropriate, independent investigation, assessment or analysis regarding any investment. Neither the information nor any
opinion herein constitutes, or is to be considered as, an offer to buy or sell investments. This Publication is not intended for private investors within the rules of the FCA and
therefore should not be distributed to such investors. RP Martin does not provide investment advice. This Publication is subject to the copyright of RP Martin.

Roy Nolan RF Martin Andrew Hinds RP Martin
FCPFA ba (hons) Level 3 Level 3
1 Snowden Street 1 Snowden Street
London Londen
EC2A 2DQ EC2a 200
Email: Roy.Nelang@Martin-Brokers.com Email: Beansy@Martin-Brokers.com
Desk: 0207 894 3695 Desk: 0207 8594 3693
Martin Brokers is 3 division of BGC Brokers LP Kiartin Brokers ks 3 division of BGC ETokers LP

YOUR INTEREST
IS OUR BUSINESS 12




