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INTRODUCTION

2020 was a year of superlatives: the fastest fall in equities from a peak on
record; the largest global stimulus package; the biggest fall in UK GDP for
300 years. We hope and expect that markets will be less volatile in 2021.

In this piece, we want to focus on the environmental aspect of sustainable
investing, and to think about how policy is shaping the way we transition
to a lower carbon world.

2020: AN HISTORICYEAR

In 2020 the human cost of the Coronavirus pandemic rightly dominated
headlines, but in terms of the environment, 2020 was also the joint hottest
in terms of temperature ever recorded, had the highest incidence of named
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WHAT IS
SUSTAINABLE
INVESTING?

Sustainable investing is a catch-all term for
investing in a way that accounts for being
socially responsible and investing ethically
while also seeking returns.

At PAM we wuse the term sustainable
investing to capture the various methods of
incorporating concerns around Environmental,
Social and Governance (ESG) issues into our
investment decision making processes.

A commitment to

hurricanes (30) and was the fifth most extreme in terms of wildfire losses.
All of these served as a stark reminder of the impact of human activity on
our planet.

responsible investing

As a signatory to the UN PRI Principles
for Responsible Investment, Pacific Asset
Management has publicly stated our support
for the better understanding of the investment
implications of ESG factors.

As a business we are committed to constantly
strive to be a more responsible firm both in
how we operate and how we manage our
clients’” investments.

GOVERNMENTS ARE WAKING UP
TO THE COSTS OF CARBON

One of the areas where we saw continued commitment to change the course of the next few years is through
government policy.

United States

The election of Joe Biden as the 46th President of the United States reset the US environmental agenda - Biden has prioritised re-
joining the Paris agreement on climate change and has also set net-zero carbon emissions targets to 2050. Given the recent Senate
runoff result in Georgia, which has meant that the Democrats control both houses as well as the White House, we are likely to see
enshrined into law some of the longer-term green goals in Biden’s plan. The scope of this U-turn in the US government cannot be
understated, as Trump overturned over 100 environmental rules and regulations during his tenure.

Europe
Closer to home, one of the largest commitments in government policy we saw over 2020 was in the EU, where policies focussing
on environmental change formed a core part of the fiscal stimulus deal that resulted from Coronavirus. The ‘Next Generation EU’
fiscal stimulus package, designed to counter the negative economic impact of Coronavirus was 750 billion for the year. Of this,
250 billion will be made available to member states for spending on green infrastructure projects. This is not a one-off investment
either, with 30% of the EU’s budget to 2027 planning to be spent on similar projects. European Commission President Ursula von
der Leyen said: “The recovery plan turns the immense challenge we face into an opportunity, not only by supporting the recovery
but also by investing in our future: the European Green Deal and digitalization will boost jobs and growth, the resilience of our
societies and the health of our environment.”

China

China, often maligned as not doing enough in terms of Carbon usage has also planned to be carbon neutral by 2060, aiming
to reduce oil and natural gas usage by 25% by 2025. This is ahead of the vital UN Climate Summit called Cop26 to be held in
November 2021, seen as a last chance for nations to meet the targets designed to prevent material global warming from here.

Source: Pacific Asset Management
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THE BIG QUESTION

How will governments be able to meet these targets on emissions reductions?

One of the ways to achieve this is through increasing investment in green energy, and we see from the below chart that costs
(using the UK as an example) of using solar and wind power to generate electricity have fallen materially over the past 5 years:
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This price drop reflects not only government investment, but also scientific endeavour improving the efficiency of these alternative
power producers. Bloomberg estimates that governments globally invested over $500bn into energy transition in 2020, a 9% rise
on the previous year and more than double the figure invested in 2010.

Governments, and other multinational institutions are not just funding this through direct spending. Green Bonds are emerging as
a way of funding infrastructure and climate related projects. These bonds are asset backed and are often independently certified
to prove the proceeds are being spent on appropriate projects. Since 2008, the World Bank for example has issued over USD 13
billion equivalent in Green Bonds through more than 150 transactions in 20 currencies, and they estimate that through this project
they have taken the equivalent CO2 of 7.6m cars off the road. We see from the below that Green Bond issuance continues to rise,
as more multinationals and governments utilise this method of funding initiatives:
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CONCLUSION

Carbon transition is vital to the planet, and therefore forms an important theme within sustainable investing. Governments have
taken steps in 2020 to counteract the negative impact of excess carbon usage on the planet, and if these trends continue, we
should see them reach long term carbon neutrality.

Scientists at a recent Reuters conference estimated that at least $1tn of further investment capital is needed per year to reach the
target of net zero carbon emission through both private and public markets. Sustainable investing provides the opportunity for
return whilst supporting this vital transition to a zero carbon world.
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PLEASE GET IN TOUCH

Pacific Asset Management Contact us www.pac' icam.co.uk _
1 Portland Place, 3rd Floor T +44 20 3970 3100 For daily updates on this fund

London, W1B 1PN E info@pacificam.co.uk and more information please
United Kingdom visit our website

IMPORTANT INFORMATION - FOR AUTHORISED USE ONLY

This document is issued and approved by Pacific Capital Partners Limited (PCP), which is authorised and regulated by the Financial Conduct Authority.
This document is intended primarily for internal use, but may be distributed upon request to investment professionals and exempt investors in accord-
ance with the FSMA 2000 (Promotion of Collective Investment Schemes Exemptions Order 2005) for authorised purposes only. It does not constitute
advice, an offer or a recommendation to purchase or sell any financial products and you should not rely on the information in making an investment deci-
sion. The information and analysis contained herein are based on sources believed to be reliable. However, we do not guarantee their timeliness, accuracy
or completeness, nor do we accept liability for any loss or damage resulting from your use or reliance upon of this document. Any opinions expressed
reflect our current judgment at the date of this document and are subject to change without notice. Past performance is not necessarily a guide to future
performance. This report is not directed to or intended for distribution to or use by any person or entity in any jurisdiction where such distribution, publi-
cation or use would be unlawful. This document may not be reproduced (in whole or in part), transmitted, modified or used for any public or commercial
purpose without the prior written permission of PCP. Pacific Asset Management is a trading name of PCP.



