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IPCC REPORT: CODE RED

With Sustainable Multi-Asset Portfolio Manager, Will Thompson

WHAT IS THE IPCC REPORT?

In August, the world received the sixth assessment report from the Intergovernmental Panel on Climate Change
(IPCC). As a scientific endeavour, the IPCC is comprehensive, using volunteer scientists from the 186 country
members to “assess the thousands of scientific papers published each year to provide a comprehensive summary of
what is known about the drivers of climate change, its impacts and future risks, and how adaptation and mitigation
can reduce those risks.”

CODE RED: NOW OR NEVER FOR CLIMATE CHANGE ACTION

Science is inherently conservative, never assuming certainty but rather seeking to thoughtfully improve current knowledge
incrementally. That is why the headlines fromm Monday’s IPCC report, that scientists unanimously believe climate change is result of
human activity and that if we don’t do something about our Carbon emissions now it will be too late, is so stark. In fact, the scientists
confirm that we are already seeing the impacts of climate change, with increased frequency of extreme weather events, such as the
temperatures seen in the West of the US and the Wildfires seen in Europe this year.
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WHAT ELSE DID THE REPORT SAY?

The report itself is incredibly detailed, running for something like 3,900 pages but it lays out what the world will look like if we don’t
take radical action:

* Higher global temperatures and increased periods of extreme heat

* Greater levels of precipitation and flooding

* Increased occurrence of tropical cyclones and wind storms

* Coastal flooding, increased ocean acidity and increased ocean temperatures

Many of the effects of climate change also reinforce the problem, causing a vicious cycle of negative feedback. The report also
utilises current Carbon levels to predict that if we want a 50% chance of limiting warming to 1.5C, we have just 11 years of Carbon
budget remaining after which we must be carbon neutral.

There can be no doubt that upon reading the report policy makers will be struck by the humanitarian, and potentially economic
crisis that could unfold without action. SwissRe estimated earlier this year that failure to act could cost the World 18% in GDP terms
- a far greater cost than that of the Coronavirus.

HOPE IS NOT LOST

So how might the world achieve this? There are several events on the horizon that we are keeping an eye on, but primarily the UN
Climate Change Conference (COP26) held in Glasgow in October this year will be key to government policy settings with regards
to Climate Change over the next 5 years. It is hoped that governments globally collaborate on transparent plans to achieve net
zero, as well as outline how they will invest to achieve this, and help encourage private investors to do so too.

Within private markets, we are seeing greater flows into areas such as renewable power generation, carbon capture technologies
and many other novel approaches to combatting this problem. The rise of green bonds and loans help to finance these projects,
as well as flows from investors in equity markets are helping, but there is still a long way to go, and much more investment that
needs to take place.

It is along, and arduous road to reach Carbon Neutrality, but our firm belief is that reports like this cement the importance of doing
so, and doing so quickly.

WHAT DOES SUSTAINABLE INVESTING MEAN TO PAM?

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 use 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 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.

PLEASE GET IN TOUCH

Pacific Asset Management Contact us www.pacificam.co.uk
1 Portland Place T +44 20 3970 3100 For more information,

London, W1B 1PN E info@pacificam.co.uk updates and to find out ASSET MANAGEMENT
United Kingdom more please visit our website

MOVE FORWARD

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 accordance 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 decision. 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, publication 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.
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