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CONTEXTDECADE OF ACTION

OThe pandemic has takenfour million lives and devastated the global economy. It
continues to inflict profound suffering, especially on the most vulnerable people.
While some countries plan for recovery, the pandemic is gathering pace intbers. As
my latest report to this forum indicates, the COVID19 pandemic has had a dramatic
impact on progress towards the Sustainable Development Goals.

Rather than progress, we are moving farther away from our goals. Global poverty is
now expected to be at sevenpercent by 20308 only marginally below the level in

2015. And with the global temperature increase already at 1.2 degrees, we are on the
verge of the abyss. | continue to believe that we can and must turn this around. We
have the knowledge, thescience, the technology and the resources to do so. We

have some inspiring examples of transformative change, including during this
pandemic. What we need is unity of purpose; effective leadership from all sectors; and
urgent, ambitious action. To end thepandemic everywhere and get the SDGs back on
track, | am calling for decisive action.

In advanced economies, fiscal stimulus packages have reached nearly 28 percent of
GDP. In middleincome countries, this figure drops to 6.5 percent; in least developed
countries, to 1.8 percent. Many developing countries cannot afford to invest in
response or recovery, because of crippling interest payments and reduced
opportunities to raise taxes. By delaying a strong global recovery, this liquidity crisis
could end up costing the world trillions of dollars and create new geographical
hotspots of poverty and deprivation. Solidarity and seHinterest dictate that advanced
economies should extend an economic lifeline.

Let us renew our determination to build a strong, sustaiable and inclusive recovery
from the pandemic, and to take decisive action together to defeat the climate crisis

and keep the promise of the 2030 Agenda.

Antonio Guterres SecretaryGeneral, United Nations

On the follow-up and review of the 2030 Agenda for Sustainable Development and the Sustainable DevelopmentsGoal
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FOREWORDADDRESSING THE SDGs

Nearly haltway through the 15year timeline for achieving the 17 UN Sustainable Development Goals, the
w o r Iclibiiesges are perhaps the starkest they have even been. We face a series of four interrelated
crises climate change, biodiversity loss, pollution, andnequality and social instability which together
representa fundamental threat to the 7.8 billion pele living in the in the world today, and crucially for
future generations too.

Following decades of steady, if uneven, development gains, the achievement of the SDGs hangs in the

balance. The ongoing coronavirus pandemic, having cost millions of lives armbunting, has highlighted

not just the fragility of these gains and ownd shar e
i ndi v ability ta tespdnd to the crisis. The inability of much of the world to comprehensively respond

to the crisis risks not just delaying further progress on critical topics like the energy transitiolt also risks

undoing development and inclusion gains in the very regions where further progress is most desperately

needed.

It is increasingly clear that none othe world's challenges, and by extension the SDGs, can be solved in
Isolation or by any one actor. They must be addressed comprehensively and in a coordinated fashion by
co-creating solutions that stack the social, environmentabnd economic dimensions to take into account
synergies and tradeoffs among the SDGs. This requires bold action by leaders, not just from governments,
but the financial and private sectors, all of whom have key roles to play along with other key stakeha&ls

in addressing such systemic challenges. The financial sector can play a role in breaking the silos by offering
innovative financing instruments that address interconnectedness and foster innovative solutions
downstream.

The Capital as a Force foGood Initiative has been an important voice inhighlighting how finance industry
leadershaveengagedt o tackl e the worl dbés biggest chall enges,
industry to step up its efforts in this regard. Against this backdrop we & delighted to see anincrease in

engagement by industry leadersinte current report agwithoUSRI1ttillloreof pr evi o
capital committed in pursuit of the SDG by some oft he wor | dés | eadi mghepasth2zanci al
months. However,further growth in the scaleand scopeof commitments is requiredgiven the large and

growing financing gap in funding the SDGsand the insufficient portion of financial commitments made

towards developing countries,where the need is greatestjn light of the pandemic and the lack of fiscal

spacethey haveto respond to the related economic and financial criss alone.

Wearecurrently in the first year of the UNdedstoBeize ade o0
the opportunity and redouble its efforts to ensure a sustainable future for alkedressng inequalities and

capturing economic opportunities, associatedwith the SDGs. We need to address thevar on nature that

we continue to conduct with our lifestyles,industries,and energy usethrough a green, blue, purple and

orange recovery that addresses social and environmental issues simultaneousgcuring and directing the

funding necessary to do so is therefore an urgent priority for the worldWe can only do so in partnership

at the global, national, and local leel. The finance industry has the expertise to create financial solutions

that address these stacked issuesrecognizing that no one institution is likely to have answers to all pieces

of the puzzle. The industry, and itsleaders, needto collaborate and accelerate knowledgeand play a

|l eadinag role in funding the SDGs to ful fildl its p
=
Chantal Line Carpentier, Will Kennedy, ii
United Nations Conference on Trade and Development United Nations Office for Partnerships

(UNCTAD)New York office of the SecretaryGeneral
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FOREWORDMY LIFE

| am Patience Mkosana.

| grew up in a rural area in the Eastern Cape of South Africa. | failed my final sch@{ams,and my
parents were no longer able to support me so | left home and moved to Cape Town to stay with my
sister. | hoped to finish my schooling and then study tousm but that did not happen. In 2002, | was
19 years old and pregnant; there was no time to study due to needing to work to support myself and
then my child, as a single mom. My first daughter, Luviwe, is now 19 years old and my second
daughter, Nikita, B nine years old. We have no contact or support from their fathers. When 1 first
arrived in Cape Town, | worked as a seasonal worker on a wine farm, and then in some restaurants
part time. | am very lucky to now have a fultime job as the housekeeper at air local church. After
work | go home to focus on my children, to cook and help them with homework.

I live in Westlake village in an informal settlement in Cape Town. People live in a mix of houses and
shacks, all in very close proximity. A house rents ape to five or six other shacks or bungalows, which
we have to buy and set up in their yard. All these homes share the same water access and source of
electricity. Some of the toilets are shared by ten people. We have one shared rubbish bin and rubbish
is removed weekly, which is not enough and so it overflows. Our bungalow is around three meters by
six meters in size and has two rooms. We are fortunate to be connectet electricity and cold water,
as some are not.

The services to our area are not good, lthough they have improved since | first arrived. At first, there
was no primary school and so, from age obixyears old, my daughter had to travel to a school in
Heathfield, around 5kilometers away. This was expensive and dangerous. We are very thankfht

the primary school was built in 2011 and now my second daughter Nikita is able to walk to school
while | am at work. However, there is still no high school in the areas and the teenagers have to travel
quite a long way to high school. | am afraid forthe girls' safety in a country given there is so much
violence against women. They have to travel in groups and the main danger is from school to where
they can share a ride. My daughter has to be home by 3pm and if she is even ten minutes late, | start
to worry.

Access to electricity and water is the biggest problem. It is up to the owner of the house to pay the
water and electricity, and many times the owner doesot, and we all get cut off. We then need to
walk some distance to the stream to fetch watein buckets and we light lamps.

There is no WiFi in Westlake and so we are not able to connect to the internet at home. This is a big
problem for schoolwork and projects and the fewinternet cafes are very expensive for us.

Alcoholism is a big problem,especially with the men. The women look after the families.

Covid has had a very strong effect on my children. Sometimes they have not been able to go to
school at all. This is making studying extra tough for my eldest daughter who is supposed to be
finishing her final exams this year. Luckily, we have a mobile phone. During Covid, the only way to get
schoolworkis through WhatsApp, but this is very difficult to use, especially for math. Also, there is no
Wi-Fi,and the data costs are also vergxpensive,so this has been very difficult. It is also not safe for
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the children to go outside when they are not at school and so they need to stay inside when not at
school and keep themselves busy.

I am very lucky to still have a job as many of my friends havest work either completely or in part.
Both of my sisters have lost most of their income and so | am helping to support them.

| have a bank account which was opened once | got my fulime job at the church. | do not have a
loan at the moment but would like one to buy a house. | would really like to have my own home, but
it is very expensive. | earn around 50,006and per year (c.US$3,500) and the cost of a house in
Westlake is around 500,000and (c.US$35,00Q)which will cost me 10 years of salary. If lamt to own
a house, I will have to move to another area. | have been given a paper by the government stating
that | will be able to get a loan of 109,000and (c.US$7,600%ut the application process isslow, and
the bank has not responded to my emails. | have also been told that | will need to pay @eposit, but |
do not know how much, and in any case,l do not have any savings.

We do not get any help from the governments,and it would be good to have a grant of some kind.

| am very thankful for our community who help each other with small jobs like sewing and gardening
projects, as well as helping to teach the kids, take them off the street and focus on the future rather

r

than on drugs. Without my faith,lwaul dndt be the person | am today.

to trust and be patient with everything.

My main hope for the future is to have a home to live in and | would also like to set up my own
business. So, | try to make extra money wherever posée. In my village, there are very few business
opportunities. But | did notice that none of the shops we have sell ice cream so, in summer, | buy ice
cream in big tubs and sell it from my home in cones. | can buy eggs &8 rand per tray and then sell
them at 50 rand per tray, but this is not a lot of profit and | also have to pay the cost upfront. If | had a
home with a yard, | could buy chickens to lay the eggs as well as keeping my job.

I would love my kids to finish school, get some further educationand a job doing something that
they love. Luviwe would really like to work in technology and Nikita loves fashion design, but they
need to make sure they get through school first.

Patience Mkosana

Cape Town, South Africa
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MESSAG FROM THE ADVISORY COUNCIL

OForce for Goodd i s a Powerful Cal

In a world destabilized by the global coronaviruspandemic and its aftermath, the sense of urgency in
addressing global challenges related to sustainability, development and inclusion has grown
exponentially over the course of the past yearThe pandemic has highlighted starkly the
interconnected nature of the world and demonstrated that the achievement of the 17 UN Sustainable
Development Goalsis now even more clearly required to establish a sound platform from which the
world can move forward. However,funding for the goals continues to lag far behind what is required,
and the SDG funding gap continues to grow due to both the social and economic shocks of the
pandemic and the increasing cost ofaddressingkey issues such as climate change, with the funding
shortfall for the SDGs estimated atJS$8.4-1Q1 trillion, every yearfor the next decade Private sector
capital will be critical if this gap is to be closedand even that will not be sufficient without a new
compact between all stakeholdersThere is alsoa renewedsense ofhope that many of these
challenges can be addresseés morevoices, and more capitaljoin the call to act

Stimulus in the tens of trillions has been deployed byational governments and central banks across
the world, backed by international and regional developmentfinancial institutions, in bold moves to
forestall the worst of the consequencesof a debilitating pandemic and protect their populations,
contributing to an overall increase in global household wealth of nearl{yS$30 trillion during the past
year. Givenmaost of this has accrued in developed countrig, these measurehave not made a
significant difference to thenearly 70% of the worldd s e c o thad lack thefinancial capacity to
engage in a significantlevel of fiscal or monetarystimulus on their own who, unaided, will continue to
struggle with the virus andits long-term economic consequencesA two-tier world seems very
possible.During the past yeat the leaders amongthe finance industryhave deployed capital in record
amounts to addressglobal issues withover US$24 billion dedicated to climate change US$33
billion of local community financing and US$3 billion in social inclusion funding and many, many
smaller nstitutions the world over are playng their part too.

Theworld will need bigger ideas and innovations, bolder actions, greater financingnd heightened
levels of cooperationif it is to avoid the severe competition, conflict and sufferinghat will result from
the world failing to secure a sustainable future for all in the next decadél'he world risks a human
security crisis, alongside a planetary ecosystem one, in the decade to come.

While finance industry leaders are raising the scale and scope of their initiatives, thisakarlya
problem beyond any one group and requires a multistakeholder approach as a matter of urgency,
one in which the finance industry has an outsized role t@lay given its stewardshipof over 85%of the
wo r lcd)8$d400 trilliongrossliquid financial assets

vi
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The second Capital as a Force for Goodeport is a resource thatprovides much-needed data required
to understand the scale of the transition underway, the size of the current financing gap facing the
world, as well as some of thamportant elements of potential answels on the way ahead Achieving
this transition is not onlyour collective challengebut also the opportunity to create a far better future
for us all.

Best wishes for our collective future.
OLaY,

Ketan Pate| Chaiman, Force for Good
Chair of the Advisory Council, Capital as a Force for Godditiative
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ABOUT THIS REPORT

The Capital as a Force for Goothitiative was launched in 2020 to promote capitalasbeing a force for

good in the world at a time of profound and multi-dimensional global change. Thdinance industry

has a critical role to play in addressing the major challenges facing the world today, mobilizing capital

and breaking new ground in financing innovative, sustainableand inclusive solutions that build a

better future for all. Theinitiatves ee ks t o engage the worl dbés major f
collaborate with industry leaders to conceive and executambitious initiatives that raise the bar for

others to follow. In pursuit of these objecives the Capital as aForce for GoodInitiative conducts

primary research, including the publishing of reports and briefs, provides a platform for the finance

industry to collaborate and share their effortsand organizes events to promote the finance industry

actively addr eiggestchalenges as awwe for godods

The first partof this report lays out the challenges the world faces in funding the SDGs, the growing
fundingneedjand the current shortfalls in actual spendi
financial resources and an overview of the stakeholders who control therThe second partprovides

an overview of the global finanoedidndbastedy ®n e¢mga
commitments and actions with regards to a broad range of objectives focused on ESG, sustainability

and stakeholder engagement (including equality, inclusion, and development), establishing the

evolving common ground among finance indugry leaders across banking, insurance, and the broader

asset management sector. The report also examines the most ambitious and innovative initiatives by
industry |l eaders across these areas that are brea

engagementin terms of scale, or the impact delivered.

The report 6s ancdetaileddatasetidaabdseacaptudng thenengagement and

initiativesof 1L 00 of the worl dds | argest f i rca0mofttheselhctiviepn st i t u
participating in the research process, providing additional data, sharing information on their efforts,

and engaging with the Capital as aForce for Good initiative.This report also benefits from the analysis

and engagement of sevendevelopment financing institutions and multilateral development banks,

and the examination offive global technology companies andfive fintech companies.

The report builds on the research of the 2020 inaugural Capital as a Force for Good report, chadi

the growth in engagement by industry | eaders and
report also seeks to measure the impact of the wo
measuring their force for good initiatives in a standadized fashion. This report would not have been

possible withoutthe decades ofwork by the United Nations, particularly UNCTAD, UNDP, UNEP,

the Global Investors for Sustainable Developmen(GISD) Allianceand the UN-PR] which have

pioneered the global efforts in sustainably, development and inclusion.

The Capital as a Force for Good report has been prepared and issued by the F4G Foundation, a hon

profit organization established in 2021 to manage the reporting process, the outreach to active
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participants and other stakeholders and to serve as a platform to engage the finandadustry and

manage broader initiatives that position capital as a force for good in the world.
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Executive Summary

The global coronavirus pandemic has triggered a series of cascading, social, economic, and political

shocks over the past 18 months that have revealed the fragility and interconnectedness of the world
at multiple levels and as a system too. The pandemic pa spotlight on our global interdependencies
and interconnectedness, reinforcing the urgency of meeting the United Nations Sustainable
Development Goals (SDGspand importantly is a red line between a carbon past and a cleaner, more
empowered future, demaonstrating that there are no borders to stop major issues affecting allDuring
this challenging period,governments have led in stimulus andeading institutions in the finance
industry have risen to the challenges of addressing not only the shotterm dislocations from the
crises, but also picking up the pace of financing mediumand longer-term global environmental and
inclusion challenges, making trillions of dollars of commitmentsand mobilizing funding for climate
change and the SDGs at an unprecedert] scale.However, the challenge of financing the SDGs and
the transition to a superior sustainable future remains even greater than previously imagined,

pointing to an urgent need for a more holistic approach.

Leading The World to a Sustainable, Inclusive, Superior Future

1. The SDGs need an estimated US$1UEB$142 trillion. The funding gap of
US$84US$101 trillion represents a seemingly insurmountable hurdle

A The global coronavirus pandemic has accentuated the need for social protectioior the most
vulnerable, and undone years of progress on the SDGs and decades of development advances

A With less than ten years to gothe world is running out of time to meet the global SDGs
16
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A Achieving the SDGs is critical to build the sound baseeeded for the world to transition well
to the emerging sustainable information age, without which risk and volatility will continue to
mount

A This estimated funding gap represents ¢.10% of current global GDP, required annuatyd
therefore closing thisgap lies beyond the power of the finance industry, or any other
stakeholder, acting on their own

A A total of US$200220 trillion is needed if the transition fundingis added to the full cost of the
SDGs for a period to 2050, an additional c.US3$0 trillion being for the energy transition
needed for climate change which will be greater once other transition costs are added

. Failing to fund the SDGs threatens the peaceful transition to a superior
future that is sustainable in the information age

A The world has made great development progress in recent decades, withlhillion people
lifted from extreme poverty since 1996,and childhood mortality down 60% over the same
period,® and further gains in life expectancy, literacy, and education

A Further progress is required, particularly on sustainability and inclusion, with70% of the
world lacking adequate financial inclusionand the SDGs reflect the shared agenda for the
world to achieve this

A Failing to seize the opportunity offered by the pandemic to rebuild better using the SDGs as
guidepost will likely create twetier world development, but the interconnectednessand
interdependency of the world ensures that risks and costsvill be shared by all, e.g., with 143
million new climate migrants expected by 2050

A While the transition to the sustainable information age is inevitablethe friction of the
transition depends on the ability to deliver sustainable developmentfor all, thereby avoiding
the conflicts and crises that could derail it

. Finance industry leaders have significantly stepped up their
sustainability, development, and inclusion funding, committing US$ 9.5
trillion to 2030, deploying a record US$ 2.1trillion in 2020

A US®.5 trillion dollars in SDG funding commitmentgo 2030 have beenmade by the top
institutions for deployment

A USSR 1trillion of capital wasmobilized in 2020 for sustainability and inclusion linked
investments,c.US$1 billion dollar of which was financed bthe top 10 leading institutions

A 44% of total current spendingis focused on climate change and related goalswhile climate
changerepresents only ¢20% of the overall SDG fundingrequirement

A 32% of actual current fundingby finance industry leaderss in support of funding human,
economic, and social SDGawhich representalmost half of the overall funding need

A The majority of capital is focused on advanced economiegiiven their geographic focus and
mandates, despite the current funding shortfall being in developing countries.
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4. The world has c.US$00 trillion of gross liquid financial assets, ¢.64% is
owned by individuals, and more than 85% is managed or allocated by
financial institutions

A The SDGfunding gap is far beyond the ability of any one stakeholdeiin the financial system to
fund and requires a multi stakeholder effort, and the funding neel will keep rising as more
industries transition

A The finance industrymanages orallocatesmore than 85%of grossliquid assets globally
(c.US50 trillion), and although its degree of control over the assets it invests varies, it clearly
has a key role to play

A Individuals, who collectiely own 64%of gross liquid assets(US$55 trillion), and represent
over 80% of global consumption are a key deteminant of success

A Governments, including central banks, control 86% of gross liquid assets(US$43trillion) and
have a critical role to play in policy shaping, as well as direct funding.

A Corporations (non-financial) directly control over US$15@illion in total financial assetsand
are a key stakeholdetbut are themselves owned by individuals, financial institutions, and
government shareholders The value of this US$156 trillion is therefore largely reflected in the
value of the shareholders assts (which total US$400 trillion)

5. A series of major global shifts are underway and these point to the need
for a strategic and integrated multi -stakeholder approach to meet the
SDGgoals

A The global context isshifting to a very different scenario, changing everything from gee
politics to the role of the individual, with concurrent shifts to the information era from the
industrial one, the rise of four power blocsfrom one superpower, the overuse and likely
exhaustion d easily available natural resources, and population of nearly 10 billion by 2050
fully interconnected by internet media

A The funding of the wostakedofar respbnaibility€aveyrensntsj s a mu |
individuals, philanthropies, NGOsand the private sector need to help fund the transition,
alongside financial institutions

A The financial hubs of the US, China, EU, and later India, will be the most powerful arbitefs
what gets financed between now and 2050, given that between them thegccount for 68% of
the worl dds mar ket capitalization, 63% of gl ob
making their alignment on financing the SDGs critical

A Individuals acting collectively have proven to be a powerful and disruptive force in politics and
have the potential to change the flow of capital tooand are critical to supporting the SDGs
through their individual choices as consumers and investors

A Techm| ogy companies provide pl at ftloatcansbe tsedfonal f t
collective actionand give these individuals extraordinary power in politics and social

movements, which will likely occur in finance and business too
18
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A The next generatio of specialty fintech solutions are solving neglected and intractable
problemsout si de t he scope of the finance i ndustryd

A Development finance institutions and multilateral development banks as the original force for
good institutions face the imperative to scaleand given their relatively constrained capital will
need to partner with the private sector, helping them to address the challenges of investing in
countries, sectors and projects struggling to comply with increasing ESG requirements

A The finance industry has the opportunity to take a leading role in building a multstakeholder
approach to funding the goals given its preeminent position in the financial system and faces
a number of risks should it fail to do so.

6. Thecaseofcapitalbei ng depl oyed as a O6force fc
with up to 8x outperformance for the most engaged companies

A 100% of leading financial institutionshave adopted ESG considerationsind 95% have
integrated ESG into core business processeshemajority are driving the defunding of civilian
firearms, child labor, coal mining, tobacco, and are promoting behaviors related to climate
change, human rights, diversity and inclusion, biodiusity, community, data privacy and
cybersecurity and fair labor practices, witlt.US$3 trillion of managed assets now fully ESG
integrated

A 93% are committed to amulti-stakeholder approach 95% are enhancing diversity, 85% see
their employees askey stakeholders with engagement programsn place

A 97% of leading financial institutions work with peers and international organizationthrough
various forums and60-80% are members of UNPRI, TCFD and CDP, moving the industry to a
common set of standards that drive greater transparency and disclosure in ESG and
sustainability financing

A 86% are supporting the Paris goals, withJS$88 trillion of assets committedo net zero by
industry leaders

A Doing good is correlated to returns, with the most advanced financial institutions in this report
generating ¢.8x greater returns to shareholdersover the MSCI world financial index over a
five-year period to 2021

A Overall,we have seens.7x greaterretuns t o sharehol ders for al | of
institutions over the same index

A The superior performance of ©o6force for goodd o
dimensional They are better run companies, able to attract and retain moreliverse and more
productive talent, with more resilient systems and processes and business strategies that
position them to capitalize on high growth opportunities, and with innovative products and
services that differentiate them from their competitors
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The SDGs, the Transition, and a Superior Future Need to be
Funded as Investible Opportunities for Capital to be Deployed at
Scale

Achieving the SDGs and net zero carbon emissions are crucial parts of the loitgrm global transition
to the sustainable infomation age, a transition thatis broader andwill define the global flow of funds
and the creation of value for decades to come.

Deploying capital to fund the current world platform, the transition and key elements of the future
requires a multi stakeholderalignment, and this will likely not be mobilized at the scale required as a
charitable endeavor,or one funded by governmentsthrough taxes, or one undertaken at losses.
Hence, he requirement is to fund investment themeswhere profits are madeat sufficient levelsto
reward bold action and risk taking,allowing for re-investment in the future, while providing for
employment, taxes, sociasecurity,and pensions today.

The macro investment themes indicating the scale of challenge and ambition requiredywhose
funding will determine the shape of this global trangtion include:

I.  Closing the SDG Funding Gagnvesting US118JS$142 trillionwith a current shortfall of US$84
101 trillion over the next decade, with major financial institutions partnering with other
stakeholdersto adopt the SDGs particularly the most neglected

.  Mass Scaling of Existing Green Energy Solutigrreplacing the 83% of global energy still
generated by fossil fués* (beyond net zero, represening a replacement of the current
infrastructure to net negative)

lll.  Regeneration of the Environment and Ecosystermenewing the 25% of global land that has
been degraded and cleaning cities and industriefenhancing the SDGsby also renewing urban
and industrial environmentg

IV. Global Digital Participation and Inclusionproviding inclusion to the over three billion people
without internet acces$ (a universal project beyond the agreed SDG goals of access to move
forward together)

V. Mass Education and Skill Developmenfproviding mass education skills and better awareness
and mental resilience using digital patforms to break the boundaries of location and local
restrictions (a move beyond education to a more inclusive, awareand resilient population)

VI. Mass Financial Inclusion provi ding financial access and ser:
population that remains un- or underbanked (beyond basicbank accountsto meaningful
inclusion in the financial system)

VIl. Resilient Healthcare and Social Security Systenegring for the 3.9 billion people lacking access
to critical healthcare services (recognimg universal health and social security as a basic human
right)

VIIl. Stakeholder Aligned and Resilient Companie#fluencing the priorities of the 99% of global
companies not yet fully algned to the SDG¢ (reflecting the resilience that comes with
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businesseghat are relevant to the values of sustainability in the world, and ready to tathe
US$12 trillion business opportunities associated with the SD&s)

IX. Reimagined Urban Lifecreating sustainable living for the 2.4 billion new urban inhabitants by
2050 in the face of migration within and across boundaries (beyond 2030, reflecting the rise in
urbanization)

X.  Mobilizing the Individual, shaping the flows of US$49 trillion of annual household spending
globally as the individual becomes a responsible consumer and investor (reflecting the growing
awareness and power of the individual as a collective and potential force for good)

XI. Food and Water Securityjncreasing global food production by 70% to meet rising demand by
2050, providing safe nutritious, and varied food for 9.7 billion people (turning low productivity
arable land into industrial scale yield while maintainingarmer ownership)

XIl. Radical EnergyBreakthroughs,enabling a step change in human civilization with energy sources
that breakthrough in functionality, while being clean, affordablereliable,and abundant (funding
the future energy for a new civilization)

The SDGs as fundabl@vestments combine the idea of financial and non-financial returns, not as a
trade-off but as a requirement for each rewarding risk taking and execution with value. Such a
conception can be funded and given the vibrancy of the global financial system, Wl be pursued by
the private sector. The success of that requires consumeisadividual investors,scientists and
technologists, corporates, governments,and development finance to support it too.

The benefits of financing the SDGshrough such investmen themes goes far beyond the immediate
financial gainsthat they will accrue for the funders, holding the promiseof a stable transition to a
world of humanity without extreme hunger, illiteracy, avoidable diseases, povertand countless
unnecessary deathsand renewed byworking together as an interconnected and interdependent
whole.

The Way Ahead and its Implications, A Summary

The fact that the world faces an existential threat is now well understood, thanks to the efferbf the
UN and the many others across the world workingn the front lines of addressing the issues facing
the world and speaking to this challenge.

The call to action has been heededind the private sectoris mobilizing resourceswith increasing
speed, with the finance industry leading in the allocation of capital, recognizing that its current
mandate is limited predominantly to stewardshipon behalf of the ultimate owners of this capital

Closing a funding gap of nearly US$100 trillio to 2030, representing GDP allocations of ¢.10% every
year, will not be possible without a newunderstanding between all stakeholders.

Achieving this objective will require not only more funding but also a broadening of investment
portfolios to place far greater emphasis on investments in people and human security by direct
investments in the social inclusion, education, welfarand wellbeing of human beings.
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Governments, companies, and individuals (and many others) would need to aligrot only on the
actions but also on the consequences of the actions requiredo address the challengesincluding the
political, social and economic consequences, particularly in wealthy countries.

The benefits to all are clear but shorterm costs will need to be managedwith stakeholders by
visionary leaders, in all walks of life.

For financial institutions, this is theipotential moment in history to fund big changes and big ideas,
taking big risks. And the smartest and most advanced financial institutions that lead the way will
generate the greatest returns and have the greatest chance to endure as consequential financers of
the transition to the future, renewing their role and commitment to people and planet as a whole
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1. Saving the Planet and Creating the Future

2020 was a pivotal year for the world in many respectwith an era-defining crisis in the form of the

ongoing human and economic shocks caused by the coronavirus pandemidhe COVID19 pandemic,
global in nature and multi-year in duration, has cost millions of lives to date and impacted the lives of
billions, with its disruptions undoing years of progress on the SDGs. With less than a decatiego

until the 2030 target date, the achievemenif the SDGs is today at serious risk. Moreover, with the
SDGs being deeply interconnected, the failure to address any orgoal hinders progress on others.

This interconnectedness also creates systemic risk for the world should the goals be missed, creating a
potentially vicious circle ofenvironmental degradation, political upheavals, economic disruptions and
conflict, and human security risk, making the need of meeting the SDGs an urgent one for the world.
Their achievement will requirea whole new scale of initiatives and breakthroughs, of whichhe energy
transition and the continuing digitization of the global economy aretwo critical factorsto enable the

transition to the sustainable information age.

The Pandemic is a Red Line Between a Carbon Past and aCleaner,

More Empowered Future

2020 was a year of records. The largest global pandemic in over a century, tisorst global recession

since the Second World Waiand the biggest stimulus package in historywere some of the

landmarks| n t he space of a f e woduhopearandiwasoowettuinged as matioes wo r |
around the globe scrambled to respond to successive waves of coronavirus outbreaks. The scope and

scale of the shock of the virus and the responses was such that it mom-less crowded out global
engagementto make breakthroughson other systemic risksregarding sustainable development.
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These two topics had been rising steadily on the agenda of both public and private sector leaders
since the launch of the United Nations Sustainable Development Goals (&B), and progress on the
one came with setbacksin the other.

The 2030 Agenda for Sustainable Development was |
world on a path of peace, prosperity, and opportunity for all on a healthy planet!®laying out 17

interrelated goals focusing on five factors ofpeople, planet, prosperity, peaceand partnership. While

progress against the 17 goals hditbeen uneven and slower than required to meet the 203Qargets,

real progress was indeed being made agast the SDGs until the pandemic hit.

TheCOVIB19 pandemic has quickly emerged as the worst
lifetimes, global in nature and multiyear in
The pandemic has reinforced global duration, impacting the lives and livelihoods

interconnectedness, interdependency,  ©f Pillions of people around the world.

. However, although the virus hasaffected
and the need for the SDGas an integral L
every person and every community, it has not

part of the foundation from which to done so equally. There has been a

build a more sustainable future disproportionate impact on the poorest and
most vulnerable,reflecting an asymmetry in

capacity of countries and people to withstand these impacts, which hasndone years of progress on
the SDGs.

The negative development impacts of the pandemic also hit developed countries hard, delivering a

harsh taste of the suffering of the poor to the rich. While governments in advanced economies

moved swiftly to deploy an unprecedented US$23 trillion in fiscal and monetary stimuld$(over

46% of their GDP) to protect their people and their economies fromtle vi rusd i mpact , t
toll in these richer countries too was significant, with the brunt being borne by the most vulnerable
members of society Theirpoor suffered

disproportionately high death rates from COVID While the pandemic and the relatec

19, regular medical treatments for the sick and lockdowns led to the largest ever fa

elderly were interrupted or suspended due to in gIobaI CQ emissions. down 6.4%
safety concerns and demand surges in hospitals,

: . . in 2020, these reductions are no
the security of women and girlsdeteriorated, and _ _
poorer families without access to the internet saw expected to lastithout big
lost school years Further,while most countries changes,and climate change

provided some form of income support for continues to represent a major risl
enterprises and familiesas well asmoratoria on

evictions and home repossessions, millions of people across the worldere at risk of losing their
homes as these programs wound dowr? and millions of small to medium enterprises, particularly

in the developing world, faced the risk of insolvency.

Beyond the harsh human i mpact, the peacestheesdttod s p o ¢
be temporary ones without the effort to institutionalize changes. While the pandemic and the
related lockdowns led to the largest ever fall in global ©, emissions, down 6.4% in 2020, these

reductions are not expected to last, and climate change continues to occur much faster than
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anticipated®™. 2020 was the second warmestyearonrecold and 0it i s unequivoc
influence has warmed the atmosple r e, ocean and | and, 6 with owides
the atmosphere, ocean, cryosphere and biospheré 6

The coronavirus pandemic has emerged as a red line for the world. It has divided time between a

world before, irretrievably breaking a past buil on a carbon energy source that had delivered all it

could on the one side, and on the other, a more sustainable world leveraging all the innovation the
world has to offer. The transition period in between calls for unprecedented responses by states,
organizations, and individuals in recognition of the interconnectedness and interdependency

between people, communities, and nations regardless of their differences. In doing so, the

pandemic provides a lesson for other global challengeshat they toorequirea o6 one wor | do
approach and will not be solved in isolation.

Creating a sound foundation by achieving the 17
ingenuity and commitment to address a series
The pandemic has emerged as a red of global systemic and interrelated risks. Few
would now question that meeting these goals
requires a program that brings together the
energy source that had delivered all it stakeholders from the financial, economic,

could and one that is a more political, and community spheres that govern our
world today to transform its capacity and impact.

Importantly, solving for the SDGs provides the

line between a world built on a carbon

sustainable world leveraging all the

innovation the world has to offer lessons andpreparation for the next phase of the

journey which is to create a future that is more
inclusive, sustainable andble to perform at a higher level as awhole than the industrial civilization of
today.

An accentuated crisis affecting humanity emerging

Before the pandemic, the worldwasalready facing protracted crisesdriven by violent conflict, periodic
natural disasters political and social strife and systemic challenges like persistent poverty and
inequality that undercut prospects for peace, stability and development, driving human insecurity
Resource scarcityincreasingly linked to climate changehas been driving intensifying intra and inter-
state competition for food, water, and other crucial resources, as well as increasing the frequency and
severity of disease outbreaks. The resulting unrest and conflicts are already displacing populations at
scale, with over 80 million people uprooted and displaced as of 2028 Further, up to two billion

people live in countries that are impacted by conflict, fragility, and violence. These numbers were
already expected to rise before the pandemic, witlup to two-thirds of the world's extreme poor living
in fragile and conflictaffected countries by 203@’, and three regions (Latin America, subSaharan
Africa, and Southeast Asia) projected to generate 143 million more climate migrants by 2080The
scope and scale of projected human migration is due to test the limits of national and global
responses and governance, as well as international cooperation.
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The achievement of the SDGs within the next decade is critical for the world to avert these crises and
to put the world on a more sustainable and equitable path However, hese unsolved challenges have
been further accentuated by the pandemic threatening to create a further divided worldand, in some
casesreversing past progress made on the SDG&ome of the key socialimpacts made more acute

by the pandemicinclude:

Extreme Poverty RisingAbsolute global poverty has increased
for the first time since 1998, with over 70 million people having
been pushed back into extreme poverty during 2020°. Lost
incomes, limited social protection, and rising prices medarthat
even those who previouslyfelt securewere at risk of poverty
and hunger.

QUALITY
EDUCATION

Lost Employment and Income114 million jobs were lost during [ skt
20207, with an additional 1.6 billion peopled half the global /\/'
workforce 8 underemployed, and with their incomes estimated ‘I|
to have fallen by 60% in the first month of the crisi&.

|

Slumification.The lack of running water, sanitation, waste
management, and access to formal healthcareas well as the
overcrowding experienced by the more than one billion slum
dwellers worldwide placed these populations acutely at risk
from the effects of COVID19 and other diseases.

Maternal and Child DeathsDisruptions of childhood programs
and limited access to diet and nutrition servicedaid the ground
for hundreds of thousands ofpotential additional child and
maternal deaths. Many countrie also reported increased
domestic violence against women and childref?.

Disrupted Education.16 billion or 90% of students worldwide quauTy

EDUGATION

were affected by school closures, with many lacking access to ml
the devices and connectivityrequired for at-home learning,

while 370 million children missed out on school meals they
depend on®.

Child Labor IncreasingThe global gains in reducing child labor g tmea e
are at risk of being reversed for the first time in 20 years, as A {\ !!ll
more poor and disadvantaged families fall into extreme

poverty, increasing incidences of child labor, child marriage
and child trafficking®.
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Political Upheaval and DisruptionsOver 125 significant anti 16 Fince dusnc

INSTITUTIONS
e

government protests have erupted worldwide since the
beginning of the pandemic, approximately 25% ofwhich
involved violence by or against the authoritieg®

Health Security RisksThe emergence of the novel coronavirus & J 58
has created a severe global public health emergency, with ovel —M/\'
4.5 million infected people dying within 18 months of the WHO
declaring the pandemig straining healthcare systems across
both the developing and developed world and putting sick
people at risk from postponed treatment.

Taken together, these factorssignificantly accentuatethe human security andplanetary ecosystem
crisesfacing the world, placing the need to achieve the SDGs inteven sharper relief

Interrelatednature of the SDGgeflecs the world being aninterconnectedsystem and creates
the risk of systent failure as a result

The SDGs are deeply interconnected (see Figuand so the failure to address any one goal can
hinder progress on others.For example, unsustainable energy consumption patterns and industrial
production practices are driving the degadation of the ecosystem and placing vulnerable regions at
increased risk of more frequent natural disasters. As these practices degrade critical resources like
clean air, clean water, and arable land, they exact a steep economic, health, and security aastiocal
populations, further exacerbating inequalities.

Figure 1- The Interrelated Nature of the SDG¥
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Failure to meet the SDG targets poses a series of interlocking thredts the world through both direct
global economic and environmental consequences and the national, regional, interegional, and
global instability that occurs as a result.

The impact is already being felt irmass The current decade t@030 has been

protests across the worldregional named t he d6Decade 0

conflicts, in the mass migration of peoples ) .. .
. . Nations, recognizing that action to meei
from south to north and in the barriers

being erected to stop them, in the break the SDGs is not yet advancing at the spee

up of multi-decade unions of cooperative or scale required for the targets to be me
nations and alliances in Europe and

elsewhere, and in the lack of critical cooperation in the fae of a global pandemic which has left over
four million dead and thrown 70 million back into extreme poverty, which in turn could lead to more
mass migrations.

In an interconnected world, if citizensn richer nationsare to be able to continue their way of life,
others will need to allow them to do so by staying where they are and, in an interconnected world,
that is only likely if where they live is not fraught with challenges. This migration need not only be
people, the last few years have demonstrated that it can be a deadly virus, but it could also be a
pervasive cyberattack, pollution, a poisoned ocean, nuclear falbut, and climate change. Walls are
not effective against these consequences of unaddressed problesn

The 17 SDGs aim to break this potentially vicious circle of environmental stress, increasing inequality,
and civil unrest, in a time window of now less than a decade. However, based on current rates of
progress, the world is far off track to meet the gals.

Clear needto avoid unnecessary tradeffs between SDGs

The 17 SDGs are all interrelated in myriad and often complex walyst they are not necessarily

compl ementary at this time. Particularly, the nee
12: Responsible Consumption and Production, SDG 13: Climate Action, SDG 14: Life Below Water, and

SDG 15 Life on Land) camt current levels of technology; likely only be achieved by 2030 in a world

that produces (and consumes) less, while the need to drive inclusion in developing countries (e.g.

through SDG 8: Decent Work and Economic Growth, SDG 9: Industry, Infrastructuraddnnovation,

and SDG 11: Sustainable Cities and Communities)d bring their living standards closer to the

developed world, implies the need to produce significantly more.
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Therefore, there iscurrently a tension inherent in the need to cut output to achieve environmental
sustainability and theneed to grow output levels required to deliver development, particularly for the
morethan83% of the worl doés

_ o 0 . The tension between reducing the
outside of high income countries®®. Closing this

gap requires dramatic breakthroughs across a human fOOth‘Int for environmental
number of fields, of which the most pivotal is reasons and enhancing it for poverty
likely the introduction of a clean,affordable, alleviation is a paradigm that can be

abundant, and more functional energysource

This has always been the case and is even mort broken by rO"mg out sustainable

so now that digital connectivity is a necessity to SOlutions at a dramatically reduced cos
benefit and contribute to society, and is not

possible without modern electricity.If these breakthroughs are not fundedand more frugally, the
world risks needing to prioritise SDGs by trading off growth and sustainability. And the need for
radical financial, technologial, and energy solutions is only exacerbated by the fact that two billion
people are expected to be added to the global population in the next 30 years, 97% of the additions
are expected to be in developing countrie®’.

The world is at an inflection point for addressing the global
sustainable development agenda

The pandemic has imperiled the achievement of the SDGs, but also shown the way forwa®20
presents a contradiction between the environment and people. On the one hand, unprecedeat
financing, equal to US$10,000 per capitdyas been injected into the developed economies to maintain
living standards during the pandemic and to make record investments to fund climate change. On the
other hand, there has been an absolute increase in peerty d with 70 million people pushed into
extreme poverty, which could rise to 150 million by the end of 20248 and the funding gap required

to address the human, social and physical infrastructure requirements for developing countries to
meet the SDGs has grown by ¢.60% to US$4.2 trillion.

Despite all the goodwill and financing commitments by governments, companies, and the finance
industry, achieving the SDGs by 2030 appears to be
Actiond to deliver the SDGs has unfortunately sta
previous progress and imperiling future action. The pandemic &s led to a sharp rise in inequality with

the impact disproportionately felt by poorer segments of the population within countries, and on

developing countries rather than advanced economies. At the same time, asset owners have seen

sharp gains, with totalwealth increasing by US$28.7 trillion or 7.4% in 2039 partly a result of the
unprecedented fiscal and monetary stimulus by advanced economies.

The pandemic has also challenged international cooperation, as countries quickly turned inward to
protect their citizens and economies, resulting in an absolute decline of c.US$700 billion in external
financing for developing countries?, and sharply unequal vaccine distribution, with only 1% of the
population in low-income countrieshaving received one dose, conpared to 31% for the rest of the
world as of August 20233,
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However, there are also several important lessons and implications of the pandemic that point the
way for the world to achieve the SDGs, including:

r

A Demonstrating the WorUndebPsesstirbAs thé virys spread adrosathes f o r m

world, countries responded in an unprecedented manner, with 60/r5% of the global services
workforce (including financial services, business services and IT services) transitioning to working
from home without any productivity loss*, schools went online,ec o mmer ce s shar e
sales rose from 16% to 19%; and business travel is expected to decline by 196% going forward.

A Showing the Path to a More Energy Efficient Economyverall primary energy onsumption fell
by 4.5%° and carbon emissions fell by 6.4% in 2020 (more than twice as much as the fall in global
economic output), showing the world that radically reorienting its economic structure and energy
consumption to meet net zero targets is inceed feasible and any economic damage that occurs as
a result can indeed be contained.

A Evidencing the Capacity for Nearly Limitless FinancinGovernments that were previously focused
on frugal fiscal and monetary supply management, injected ¢.US$23 triltig or nearly 30% of
world GDP¥, taking advantage of near zero interest ratesand showing that the advanced
economies can mobilize substantial capital quickly to address existential threasomething that is
not the case in developingcountries.

A Developing and Scaling Healthcare Solutiong?harmaceutical companies launched several
effective vaccines within 12 months, demonstrating that they could develop, test, and
commercialize at far greater speeds, and governments priced these at dssthat were affordable
across much of the world albeit with initially limited suppliesand some countries yet to receive
meaningful supply.

A The Ability to Solve Access Issues with Digital Technologigital technology and connectivity
helped address mas inclusion related challenges, demonstrating that access to quality education
online, remote access to a doctor and medicines, carrying out whiteollar jobs entirely from
home and more, are a reality for the world utilizing established technologies andchfrastructure at
a very affordable price.

Most importantly, the pandemic has revealed the inherent interrelatedness, interconnectedness, and
interdependence of everyone, with brutal penalties in death and suffering for failure to take note. At
every point where one nation thought they had won against the virus, while others struggled, they
faced another wave soon after declaring a return to their previous normaknd if they vaccinated and
thought they were immune, they faced a mutation that could infect au kill anyway.

The repeated lesson of the pandemic has been that everyone must be saved, no one privileged
groupds survival could be secure while others
existential lessons for the world in addressings other major global challenges highlighting the need
to build systemic resilience in the face of increasing vulnerabilities.

The lesson of the pandemic provides a reason to expect that as risk models take greater account of
interrelatedness, interconnetedness, and interdependence of a broader set of variables that were
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previously thought to be standalone, investment models will adjust to address the problems that
seem to be others and lead to a more wholesystems view.

An integrated roadmap is needed combining the SDGs, the
transition , and the future

An integrated roadmap would benefit from adding t
crises across the worldThe UN Human Security approach supports a comprehensive and preveve

responses by the Unized Naridné$reeofhempfeaal i wan
key aspects of that are OFrom coostakéholdert i on t o i nt

partner shtaps ,n dalnadc bllbiedvy inm@d 6no ammne 0 Pr e vebodyiofon anc
experience dealing with extreme scenariof both Human Security and the SDG$s set to become

invaluable in addressing the growing crisesnd break this potentially vicious circle of environmental

stress, increasing inequality, and civil unrest, in a time window of now less than a decaddis may

provide for the tools and resources required to make progress on the SDGs and address deeper

human and planetary crises.

Need for mass roHout of existingsolutionsin the short term

The world has sufficient scientific and technological solutions to many of its problems and can make
huge progress while accelerating the significant

_ _ A parallel track is needed: the mass roll
breakthroughs that will be required to replace

natural resources and create more functional out of current solutions to solvable
ones to serve the rising aspirations of the problems while placing bold bet$or
current populations and the nearly ten billion significant breakthroughs that will be

expected by 2050. Providing food, basic

healthcare and education, digital connectivity,
and electricity to those who do nothave access of the currentpopulations and the

d 3.7 billion people lack internet accessand nearly 10 billion expected by 205!
over 800 million still do not have electricity® &

does not require any new technological breakthroughs and will go a long way towards addressing

requiredto meetthe rising aspirations

some of the major SDG gaps in developing economies.

Beyond 2030breakthroughs are requiredo move the world beyond the current interlocking set
of challenges

Of course, the worl doés pif theboworld meets allitHe SDGtargets. e s ol v e
Paris Agreement commitmentsfor example, extend for decades beyond the 2030 target date for the

SDGs andrequire continued investments and restructuring until 2056, and further investments will

be requiredtoprovi de for the two billion people thtiat wil.l
time. Moreover, sustainableurban infrastructure will be requirednot just for the 4.2 billion people
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living in cities globally today, but for the 2.6 billion additional urban inhabitantsexpected to be added
by 2050.

The 2030 SDGs are not an end state for sustainable development, they represent a baseline level of
progress that needs to be achieved in the next deade to establish a sound foundation of sustainable
development. As such, the need for increasing environmental and social sustainability and inclusion
will continue well beyond the timeframe envisaged by the SDGs, implying a need for longderm
planning and initiatives.

The planning horizon and assumptions of all stake
transnational institutions need to be informed by the following defining changes:

I.  Climate and environmental challenges are set to be ann-going crisisthat will likely occupy
this century. The Paris Agreement climate commitments, critical to environmental stability,
already extend to beyond 205Q and further commitments to carbon reduction and net zero
emissions will be required at this gard COP26 conference.

Il. Global population growth implies the need to plan for a nearly 10 billion population by 205¢,
which is nearly 25% higher than the 7.8 billion alive in 2020, and more than 10 times the global
population in 1750, at the dawn of the Industrial RevolutioH.

lll. The transitions from the industrial to the information age upend everything that is the basis

of the current world we live inando chal | enges all our ol d assumpt
new values and technologies, new geopolitical relationships, new lfstyles and modes of
communication, demands whol | y politeakconfldtgand & a ne

beyond all this an altered consciousness as wei?

IV. The transition from carbonbased economies to a new energy sourcé¢hat is clean,affordable,
abundant, and more functional for a future of nearly 10 billion people, without whih the
transition to a more inclusive and sustainable way of livingncluding through digital solutions,
may not be possible given the globalization of expectations.

V. The rise of a multipolar worldwith four major powers o the US, EUChina,and India - that
today already have between 37% to 68% of the w
defense spending and market capitalizatiof? are set to determine the rules of engagement
for others as they align with and compete against each other.

A successfutransition ses the stage forlong-term thriving

Thesefive changes(and the many not examined here provide an indication of the challenges of
transitioning to a global sustainable information age. For that future to be sustainable, it would have a
few essential characteristicdyeyond political ideologies; it would be one that protects the biosphere,
cultures, and individuals it would help its underprivileged in a systematic way, encouraging and
enabling growth and innovation that creates prosperityfor all while rewarding those that lead the way
in making the breakthroughs.

32



6Capital as a Force for
1. Saving the Planet and Creating the Future

Such a world would haveseeral defining characteristics including among other things clean,
abundant, and virtually free energy, universal healthcare and social security access, global inclusion
across healthcare, educationfinance,and employment, regenerative natural and builtenvironments,
universal digital accessand economically and environmentally sustainable industries. The transition to
such a world necessitates a sharp departure from the global economic, political social and
technological status quo todayto herald the emergence of a sustainable information age.

Such a future sustainable information age world would be both posindustrial and more or less post
scarcity, in which goods required for basic survival can be manufactured and distributed at near zero
cost. Achieving such a state is dependent on a scientific renaissance unleashing dramatic
breakthroughs of which a cornerstone is the development ofin affordable, clean,reliable, and highly
functional energy source to move beyond the transition offered by the current suite of renewable
energy sources to a more advanced world beyond it, making theornerstone transition to the future.

Thiswould be the third major energy transition since 1500. Each of these transitions has not only led
to exponential growth in absolute energy output,but they have also been accompanied by
revolutions in production and consumption, enabling innovations in manufacturig, transport,
infrastructure,and materials. The first transition from biofuels to coal, gave rise to steel, steamships,
railways,and national transportation networks; while
the second one, from coal to oil and gas, gave rise to
funding is reqUired fora future internal combustion engines, plastics, electrification,
sustainable informationageé t I and mass production processes.

In parallel to furding the SDGs,

will not be possible without the With each historical energy transition having
commensurate energy solutions triggered a series of evolutions it is therefore highly
likely that the energy source of the next generation
holds the key to solving many of the transitions laid out aboveEach of these innovations, not to
mention the next energy revolution itself, needs to be funded and thaimass rollout financed as well.

Thiscurrent decade is a critical turning pointithas been named the 6Decade of
Nations, recognizing that action to meet the SDGs is not yet advancing at the speed or scale required

for the targets to be met. Given the urgent nature of the sustainability and development challenges

facing the world today, the achievteemanéedofot heh&Ds%
Against this backdrop, the next decade is a critical one for humankind to pass the test of survival,

manage a transition and lay the foundation for thriving long-term.
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2. Funding the SDGs and a Sustainable Future

The additional financing required to meet the SDGs by 2030, has grown tnearly US$10Qrillion over

the next decade, according to our estimates. Sustainability financing to date focuseverwhelmingly
on environmental and climate issues, some argue rightly so given the threat that it poses to
everything on the planet, whereas the funding needed for the humarrelated aspects of the SDGs has
not attracted proportionate attention. Many would argue that this will destroysocial cohesion andour
common humanity. Theseclearly interconnected problens lead to the conclusion that funding the
SDGs requires a far more integrative and radical approach.

Increasing commitments are being made to ESG and sustainability
investments

2020 saw a surge in ESG and sustainability themed investing globally with total E8fBegrated assets
under management exceeding US$35 trillion, growing more than 1.5 times since 261,6and expected
to grow to US$50 trillion by 2025°, supported by the emergence of green, social, and sustainability
bonds as scaled asset classes in 2020, but more importantly by the old stock of investments falling
away, and being replaced by a new stock thais built on ESG and sustainability criteria.

This is tangible progress demonstrating a shift in the norms of investing and is being seen by some as
providing hope that the SDGs will get funded in t
that the 2020 Capital as a Force for Good report described.
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Figure2 - Total ESG and Sustainable Investing AUM (US$ trillion)

USS50 trillion+

4x
US$35 trillion /
5x (36% of AUM)
US$23 trillion /

(28% of AUM)

2016 2020 2025P
SourceBl oomberg Intelligenceds (Bl) | atest ESG 2021 Midyear Outl ool
A deeper look highlights two important considerations. Firstyn ot al | OESG6 or Osust

directly or materially contributesto funding the SDGs;most of it is focused on responsible
investments in assets that do not harm the goals as opposed tthose that address them poactively.
And secondly,of those contributing to the goals, a disproportionate amount is focused on renewables
and climate-related projects, rather than the broader set of SDGgaising the specte of on-going

social cohesioncriseswith social and political issues, from migration and lack of opportunity,ftat may
derail the commitment to the climate crisis A more integrated and transparent approach will help
progress andallow the risks to be better understood.

A simple, practical framework is required to enable the SDGs to
be targeted, funded, and measured

The idea of Osustainabl e devel op mennetnswitblmumannces en
development requirements, however much of the recent surge in funding has been focused on

climate change and in economically advanced countries ch have comparatively feweracute human
development needs However, addressing climaterelated goals is not possible without providing

economic and energy security for developing countries, and hence funding the goals requires an

integrated approach which looks at the human social,and environmental goals, and their financing

holistically.

Given the complex interlinkages between the 17 SDGs, and the need to achieve them in tandem, how
should the finance industry together with other stakeholdersused to approaching these issues in
silos,think about financing the goals?

The o0cl i madvides antinmpertard lesgon for the other SDGs which lack the focus and
funding. It has been presented in its entirety as one idea, and now 70% of the population in the
developed world accepts its compelling naturé®. It is unlikely that 17 SDGs will be ablto be held in
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the mind of the world in the same impactful manner, without which they will not capture the attention
of the individual or the financiers.

In examining the activities of the leading financial institutions, a simpland practical approachapplied
to the 17goalsresults in thefour interrelated, interconnected, and interdependent categories with
one important enabling category:

i
il
iii.
iv.

V.

People.Addressing basic human needs

Planet.Saving the planet

Physical and Virtual Infrastruatre. Enabling human activity
Prosperity.Creating shared prosperity

Peace and PartnershipDelivering peace and partnerships

The diagram below illustrates the SDGs that fall into each of these categories and examples of the key
financing needs in each of he categories.

Figure3 - A Simple Framework for Financing the 2030 Global Sustainability Agenda

Category Relevant SDGs Key Financing Needs, Examples

‘ g EDUCATION - < &
People : .' = Coronavirus relief measures
m— 2

nﬂ Physical & Virtual

E& Partnership

QuALITY = Access to high quality healthcare and
education in poorer countries

= Endingworld hunger

= Global energytransitionand net zero
commitments

= Stoppingbiodiversity loss (in water and
on land)

= |nvestmentsinroads, electricity
network, clean water and sanitation

= Providingaffordable housing for all
Infrastructure

= |nvestmentsin broadband networks

DECENT WORK AND
ECONOMIC GROWTH

Prosperity

PEACE JUSTRCE PARTNERSHIPS = Common standards for measuringand

16 .‘is’}ﬁm?ﬁ‘fs 1 ol reportingimpact outcomes

Y| ®

Peace &

= Stronggovernance with improved
institutional capacity

Revised Assessnent of the Funding Need for Meeting the SDGs

Headline estimates of the cost of meeting the SDGs have rangeslidely, but importantly, all the
estimates suggest a significant gap vs. current funding, and this gap appears to have gotten bigger

because

of the pandemic. These estimates have evolved since the SDGs were introduasdollows

A 2014,Total Funding Requiement Estimated atUS$5US$ trillion, with US$2.5trillion Shortfall
In 2014, as the SDGs were being formulated by various stakeholders, UNCTAD estimated a

37

f

(0]

r



6Capital as a Force for
2. Funding the SDGs and a Sustainable Future

total financing requirement of US$5USH trillion annually between 2015 and 2030 to meet the
SDGs, of which US$3:-BIS$.5 trillion was estimated to berequired in developing countries
and US$1.7US®.5 trillion in developed countries.This estimatecalculatedan annual funding
shortfall of US®.5 trillion for the SDGsin developing countries. A wider setof important SDG
related items, includingfinancial inclusion, social security, biodiversity, operating expenditure
for health and education, and thesubsequenthigher cost of climate changeestimated as part
of the Paris Agreementm 2015were not included in this original estimate

A 2019,RevisedShortfall Estimateof US$2.6 trillion partial coverage of SDGsin 2019the IMF
provided an updated estimate for the funding shortfall in developing countriesat c.US$2.6
trillion annually,consisting of c.US$2.1 trillion for lower middléncome countries and US$0.5
trillion for low income developing countries. This estimate covered oty a portion of the
SDGs, focusing on those related to human, social and physicinfrastructure. The calculations
did not include cost estimates fortelecommunication, food security and agrculture, or climate
change and mitigation, and is therefore difficult to compare directly to the initial estimates
prepared by UNCTAD. Howevetholding up the calculated shortfall of US$2.6 trillion foonly a
subset ofthe SDGs, against the previoushortfall US$2.5 trillionfor all the SDGsindicatesa
potentially significant increase in the gap in the intervening period

A 2020, RevisedShortfall Estimateof US$4.2 trillion partial coverage of SDGsln 2020,the OECD
updated the 2019 IMF shortfall estimates, considering the impact of the unfolding coronavirus
pandemic and estimatingthat the annual funding gap in developing countries hadgrown
from an estimated US$2.5 trillion to US$4.2 trilliomnnually due to the reduction in SDG
spending (from declining external financing for developing countriesof ¢.US$0.7 trillion) and
the increasing cost burden created by the coronavirus (measured dke gap in public
spending for coronavirus recovery measures vs. the advanced economiesc.US$1.0 trillion).
This calculationwas incremental to the 2019 IMF analysis and wassed onthe same core
assumptions.

Stepping back, the various estimates produced to dat@ow need to be updated to avoid
underestimating the challenge of funding the SDGs in total, andhe current funding gap. The
estimates need to addresghe following:

1. Bring Up to Date. The earlier estimatesare now out of date, predating the Paris Climate
Agreement, the subsequent successes and failures in the measures takemd more fully
incorporating the implication of the coronavirus pandemig in particular.

2. Include Broader and More Comprehensive Factors The estimatesneed to be based on a more
comprehensiveset of variables related to thel7 SDGsin particular for climate changeand
mass inclusion, for which previous estimates have focused largely on the costs aflgic goods
like infrastructure while not including certain key measures that drivandividual prosperity and
financial inclusion (such as MSME financing and microfinancing, social security, and affordable
housing).

3. Inflation Considerations.Prior estimates have been madattha t t conserd prices and
need to account for the cost of inflation.
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An accurate up to date calculation of the cost of the SDGs needs address these shortcomingswith
comprehensive andcurrent estimates for each of the spending categoriesThe true cost offully
funding the SDGs in the next decade itherefore significantly higher,and the gap to funding the
SDGsis far greater, than the current estimates imply

Quantifying the Real Cost of Funding the SDGs

An updated estimate of the currentfunding gaps acrossfour of the SDGcategoriesoutlined above,

People, Plaret, Physical and Virtual Infrastructure and Prosperitgyre illustrated below.Consistent with

previous SDG funding estimatesPeace andPartnership are crucial to the SDGsoverall successand

are not included in the financing estimates below but are recognized as requiring policy and strategic
commitment. While governments and pdicy makersplay the leading role inaddressingpeace and
facilitatingpar t ner shi p, their success or failure (from
supporting or withholding investments instatesthat do not meet their criteria.

Figure4 - The Cost of Addressing Basic Human Needs

People . e 1T

Addressing Basic Human Needs

Estimated Annual Funding Gap (USS$ trillion annually) e e e e B R R e 1

US$33bn-US$0.3tn US$1.6-2.0tn

US$16-20

US$1.0tn

_ trillion funding
gap over the

next decade to

US$0.6-0.7tn meetSDG2,
SDG3, and
SDG4

Access to Healthand  Covid-19 Relief Measures  Ending World Hunger
Education

Sources: IMF, OECD, UNCTAD, Ceres30, Gates Foundation; See Appendix for details L
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Figure5 - The Cost of Saving the Planet

S, Planet
l‘ d Saving the Planet

Estimated Annual Funding Gap (USS trillion annually) r
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1 1
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1 1
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1 1
1
1 Additional Transforming Hydrogen, Carbon| Stopping Biodiversity Total /
: Investment in Transmission, Capture, Industry, : Loss
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Sources: ETC , UN Convention on Biodiversity, See Appendix for details

Figure6 - The Cost of Building Physical and Virtual Infrastructure

'E Physical & Virtual Infrastructure b e vz
Building Infrastructure ] &
Estimated Annual Funding Gap (USS trillion annually) iy .
& bap 1550.2.0.3tn v US$3.2-3.7tn

US$1.7-2.1t

trillion
required in the
next decade to

US$1.3tn meet SDG6,
SDG7', SDG9
and SDG11
» . o J
Roads, Electricity, Clean Affordable Housing for All Connectivity and Total
Water & Sanitation Broadband

Sources: IMF, McKinsey, World Bank, UNCTAD, See Appendix for details b e e e e e e e e e e e e e e — = 1
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Figure 7 - The Cost of Creating Shared Prosperity

o0 Prosperity m
Creating Shared Prosperity

Estimated Annual Funding Gap (US$ trillion annually)
US$1.3-1.4tn \

1 1
US$0.3-0.4tn ' 1
1
US$80-120b 1 illi i !
osiage n : trll.llon required :
— i in the next
1
E decade to meet !
) SDG1, SDG5, |
: SDG8and |
| SDG10
1
1 I
] J :
Financial Inclusion - MSME  Financial Inclusion - Social Security for \ Total 1
Loans Microfinance Developing Countries i '
1 1
I

Sources: IFC, Capital as a Force for Good, See Appendix for details [}

Based on the above(and after including the US$700 billion drop in annual financing estimated by the
OECD)the total gap in developing countriesto fully fund the SDGs is estimated at c.US$8.4S$10.1
trillion per annum between now and 2030. On an annualized basis, this fuimg gap is equal to 9-11%
of est. 2021 global GDRrecognizing that GDP isa flawed indicator of economic activity,for example
excluding non-market transactionsand informal economic activity).

Current annual spending on the SDGs across developed ardkveloping countries is estimated at
€.US$3.2US$4.2 trillion (consisting of c.US$1.1 trillion in developing countries and US$23%.1tn in
developed countries})’.

Adding current spending to the gap results in an estimated total funding need for the SDGsf
US$L1.6US$ 4.2 trillion

This analysis implies that global spending on the SDGs will need to more than triple from their current
levels for the goals to be fully funded.
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Figure8 - Total Financing Gap Required for the 2030 Sustainable Development Agenda

Total Investment Needs and the Funding Gap for the SDGs as of 2020 (USS trillion)
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Us$8.4-10.1
trillion

US$0.7tn

Us$3.2-3.7tn -

10.0

8.0

6.0

US$1.7-2.3tn

U5$1.5-2.0‘t“ -

4.0
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Average Annual Funding from 2021-2030 (in Constant 2020 USS trillion)

1. People 2. Planet 3. Physical and 4. Prosperity Decline in Total Add: Current  Add: Developed Total Global SDG
Virtual External Finance  Developing Funding in Country Investment
Infrastructure for Developing  Country SDG Developing Investment Needs as of
Countries in Funding Gap Countries Need 2020

Notes: 1) Developing country requirement is assumed to be fully funded

Clearly, there may be opportunities to find synergies between areas arfdugal innovations, reducing
the complexity and cost of goods and services and their productionThesecould be further
developed, and deployed at scale, which would reduce the total costOn the other side, the cost of
developed country funding may also drive the numbers higherHowever, the key conclusion from the
analysis above is thathe cost to fund the SDGs issignificantlylarger than existing estimates, with
similar amounts of capital being required to meet each of the four broad SDG groups of addressing
basic human needs, saving the environment, building infrastructure, and creating shared prosjigr

It is important to note that these are the funding requirements to an agreed target date of 2030, and
that the need to invest in people, planet, prosperityand physical and virtual infrastructure, as well as
peace and partnerships is essentially a ppetual one. For example, one of the ongoing costs, climate
change, isestimated to require additional investments in excess of US$80 trillion between 2032050
to fund the global transition to net zero®. The other categories may well require funding osimilar
magnitudes over this period to underwrite a stable transition to a more sustainable future

The SDG targets are at risk, the approach and funding solutions
need rethinking

Given the size of the current gap laid out above, it isncreasingly clear that the world is notcurrently
on track to fund the SDGsThis is due not only to the absolute quatum of capital that is required but
also due to challenges of funding sustainability and related goals more generally.
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Given the geographic focus of the SDGs in developing countries and their thematic emphasis on
issues normally funded by governments, oftial development assistance (ODA)as beenan essential
public policy and funding source for the achievement of the goalsto date, particularly in the least
developed economies which lack financingapacity andmechanisms of their own The logic has
moved from funding developing countries as part of the Cold War toa shared agenda for widely
accepted goals like sustainable development and inclusion, among othersponsored by the UN.This
approach has been adopted bynational aid agendes as wellas MDBslike the World Bank.

However, while the SDGs clearly provide an agreed basis for cooperative action, the scale of the
funding requirement is so large that existing pools of development finance can barely scratch the
surface of what is required. Funthg the SDGs will therefore require new models of financing, ones
that unlock unprecedented amounts of private capital with new roles for sovereign investors and
development institutions. It may also require more systemic measures, such as the accurate and
consistent pricingof externalities, which would impact the financial system itself, as well.

The gap to fully funding the SDGs is both large and growingDespite estimates hawng been revised
upwards several times, the trueggap to funding the SDGs, including critical climate andnhclusion
spending, is likely twice as a high as current estimates indicat&iven that the current funding gap is
equal to a significart portion of global output, a multi-stakeholdereffort will likely be required to
close this gap, requiring the support and coordination of the largest pools of capital in the world.
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3. All the Money in the World , And Who Has It

The finance industry controlling more than 85%o0 f t h e gresefmadndabvegealth is increasingly

being called upon t o f un d-risingalltovactrisinat §esto ghatecabdithe ms . T
industryods |l eading financi al institutions have be
beyond their scope and mandate. However, the modern financial system does not allow for one

player to have the discretion to fund and without changes to the behaviors of all stakeholdes, the

worl ddéds challenges wil|l not get funded and expect
long-term future can be achieved in the absene of funding at a level far beyond that currently

envisaged. Ultimately, istory shows that major world projects and transitions are funded and this

time will be no different. The questions is only whether that can happen in a managed manner with

stakeholders working together

The SDGfunding gap requires capital well beyond previous
estimates and current means

The funding gap to fully achieving the SDG<ould be as high as US84-US$.01trillion over the next

decade Thissumi s wel | beyond the finance industryds man:
support of the ultimate asset owners, in particular the individuals and households that control 60% of

these assets, as welds the support oftheir shareholders.
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The worl ddés governments, wunderarecnatsetupitotmeet r amewor ks
commitments of this magnitude. Governments spent US$23 trillion in fiscal and monetary stimulus

in 2020/2021°, of which the fiscal spending was

US$16.5 trillion, nearly Itimes the amount spent by

the G20 countries in response to the Global

Thewor | dds govern
current frameworks and constraints

are not set up to meet Financial Crisis of 2008, and the monetary
commitments of the magnitude quantitative easing programs were US$9.1 trillioh
required to fund the SDGs The stimulus measures were clearly criticao

avoiding the domino effect of institutions and
economies collapsing across the worldbut they cannot be said to have addressedhe SDGfunding
shortfall mentioned above in any material sense. As such, the gap has grown wider between the
poorest and the richest economies and people in the worldAnd in addition, further capital will be
required to fund investments in infrastructure, health systems, education, digital technologies and
communications, and other critical

building blocks of the future beyond Private sector capital will increasingly anc
2030. more urgently be called on to fund the SDG
Given thesecircumstancesiit is clear that in unprecedented amounts. For this to b
private sector capital will increasingly feasibleit has to be in pursuit of the

and more urgently be called on to fund
the SDGs, and in unprecedented
amounts by other stakeholders For this far greater wealth creation across the boar
to be feasible, it is unlikely to succeed as

an exercisein charity. It has to be in pursuit of the profitable construction of a new world with far
greater wealth creation across the board.

profitable construction of a new world with

A (Rough) Guide to All the Money in the World & The Stock and
Flow of Global Capital

There is a temptation to think that banks, asset managers and financial institutions can finance the
gap, at will, and not doing so is an indication of their lack of commitment to doing good. This view is
based on a misunderstanding of the ownership and d&bcation of global financial assets in the system
of capital. The global stock and flow of capital needs to be looked at from the perspective of who is
the ultimate owner and critical decision makerThe Stock (wealth) and Flow (consumption) of capital
canbe analyzed to paint a picture of how capital flows through the system and where the key levers
are. While precise figures are difficult to pin down given the lack of unified data sources and the
potential overlap between various categories and definition, the analysis points tca series of
important indicative observations.

Some of the observations that arise fromaexaminin

1. US$571 trillion of totalnet financial assetsare estimated to be in the stock ofcapital in the
global financial system in the year 2020, comprising US$329 trillion in net liquid financial assets
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and US$242 trillion of net illiquid assets71% and 79% of which, respectively, are held by
individual households.6 Ne t 8 d eamounts tsefore tebt.

US$717 trillion ofgrossfinancial assetsare estimatedadding the associated debt comprising
US$401 trillion in gross liquid financial assets (56%) and US$316 trillion of gross illiquid assets
(44%).

Taking the US$401 trillion in gresliquid financial assetsonly, US$255 trillion or64% are owned
by individuals, 36% are owned by governments (through their central banks, sovereign wealth
funds and public finance institutions) with less than1% coming from endowments and
foundations.

68% of theseliquid financial assets(US$274 trillion) are allocated by asset owners (individuals
and government s)-at bo §andtheebsldnceaft32¥ebeiegrinvested either

for

directly orthrough ot her &6direct investor s athaghshet manag

degree of control that assetgatherer-allocators have over the assets they invest varies widely.

US$87 trillion in assets are controlled by direct investors, or thirgarty asset managerswho
receive funds from both asset gathererallocators and from asset owners directly

The finance industry as a whole therefore allocates or managés the order of US$350 trillion in

tot al assets, more than 85% orecognikingthatinerdwilld s
be some double counting in the US$361 trillionof assets due todirect investors receiving funds

from asset gathererallocators

Additionally, US$156 trillion in gross liquid assets, are held by ndimancial corporations who
while not the ultimate owners oftheir assets(belonging to their shareholders) make an
important impact with their asset allocation.

55% oft he wor |l dds | i gdebtdhe tamasticategdry of liquidlassdt dassassby
far, followed by public equities® Liquid asset classes in order of size are public equities,
government debt, corporate debt, financial institution debt, cash and deposits, consumer debt
and private equity. These numbers have some doubleounting between them.

In terms of illiquid assets, US$217 trillion, 69% of the US$316 trillion in gross illiquid assets, are
owned and managed by individuals while 31% are owned and managed by governments
(through direct investment and public sector undertakings).
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Figure9 - The Stock and Flow of Global Financial Capital
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estimated at US$717tn (gross assets of Asset Owners) + US$116tn for double counting (cross holdings betwpanies and cross ownership of assets
classes e.g., companies owning cash and deposits); 3) US$165tn of assets managed by banks includes current liabilifesadrcompanies while
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being very similar to other asset managers like pension funds, do nmnage the assets on behalf of the Asset Owners. Instead, they manage the risk
that they have underwritten and only owe the potential insurance claim. So, they have been shown separately as an asseitaitds) Corporates do not
manage money allocated i Asset Owners and are not Asset Owners themselves. However, corporates are like individuals, in that they have large sums
of capital available for investment and have significant control over investment decisions. Hence, Corporates are showtegocgBbut their numbers

will not be added to the total of Asset gatherd allocators; 6) Most commodities (except Gold) are owned by corporations and government and hence
reflected in the equity and debt value of companies and assets of government; 7) Onlyaates with above US$500m considered; 8) Arrived at by

taking revenues of top 2,500 global private companies (by revenue) multiplied by 3.0x (Market cap/revenue of top 2,500Iplibted companies); 9)
Individual consumptions is the consumption by houkelds and nonprofit institutions serving households (NPISH); 10) Total government fiscal stimulus

in the period from Jar20 to Mar-21 totaled to US$10.9tn. Additional monetary stimulus of US$2.1tn was provided in the form of loans, equity injections,
assé purchases etc.(this excludes US$4.0tn of guaranteed provided)

Observations that arise from examining the 0gl ob
include:

1. US$85 trillion of global GDPr e pr esent s t he o6fl owd wefrbasedpn t al a
the total GDP of the economies of the world, representing value created, and the total flow of
goods and services across the world.

2. ¢.73% (US$62 trillion) of total GDP of US$85 trillion is made up of consumptipand 27% goes
into forming capital for further investment.

3. €.78% (US$49 trillion) of the total consumption of US$62 trillion is accounted for by individuals
and 22% of consumption is by governments, a portion of which is transferred to individuals
through fiscal measures.

4. US$22 trillion of tradeis led by China, the US, Germany, with the EU exceeding the US, not far
behind China in exports.

This analysis is anapshotof the system but is broadly representative of how the system allocates
capital. Itleads to several important insights into the system of capital in the world today:

I.  There are four powerful players in the global stock and flow of capital:

i.  The individual,who holds 75% of global net financial assets (holding 26 and 79% of
total liquid and illiquid assetsrespectively) as a collective.

ii. The finance sectorallocating or managing over 85%oft h e w gross liduids
assets.

ili. Governments,with 28% and 20% of total liquid and illiquid, respectively,net financial
assets at inceptionpeing the other side of the equation of the individual.

iv. Corporations,with effective management control over the equivalent of 39% of total
gross liquid financial assets (recognizing that they themselves are ultimdyeowned
by individual, financialand government shareholders).

Il.  The individual and the financial sector are the most powerful players in the systein terms
of the largest stock of capital in the system.

lll.  The financial sector has a pivotal position of power as the agent thatllocates ormanages
more than 85% 0 f t h e gressliquiddir@ascial assets and is required by law and
regulation to provide returns, services, and other mandated outcomes on that capital to

meet the requirements of its clients and its investors.
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IV. Banks Pension Funds and Asset Managers hold the largest stock of capitelith Banks
havingUS$165 trillion or 60% of havingeS$s3drilicn@r 6 s t ot
14% of t he ,aneAssebMVaragerdtaving @d9$74 trillion or 19% of the sctor,
some of whom manage funds on behalf of banks and pension fundsold the largest stocks
of capital. These institutionsact as managers of the assets and cannot act without the
mandate and discretion provided by the individual in how their capital isllocated. (It is
worth noting that financial institutions are often conglomerates and often have multiple
businesses including, banking, asset management and other direct investing busines3es

V. This naturally points to the individual as a power player with ownership 0f5% of global net
financial assetf US$71 trillion and therefore with a critical role to play in determining how
their agents, the financial institutions, allocate their capitadnd to what extent it can be
directed towards achieving sustainability outcomes vs. pure financial returns.

VI. US$316 trillion of gross illiquid assets has a turnover taand places the individual as the
most powerful. While these tend to be relatively fixel assets, for example houses, they do
experience turnover and so decisions regarding them matter too. Here the individual with
owning and managing 69% is the maost powerful, while governments with 31% are also very
important.

VIl. The individual is also a power player in their consumption, representing c.78% of total
consumption of US$62 trillion in the past year. Their decision to choose differently on what
they buy has a material cumulative impact on the value generated by corpot@ns that hold
their stock.

VIIl. Governments, having long held the responsibility to fund society at large, play a central role,
but have a far lesser amount of this capitalwith 27% of the total liquid financial capital. Their
power in the financial system comes from their allocation of this capital of course but also
from their law making, fiscal and monetary policy and spend.

IX. Corporations with direct control over US$156 trillion of total financial assets have an impact
through the capital they allocate to activities and actors around the worldWhile this sum
nearly equals the total capital controlled by banks, corporations are significantly more
constrained in terms of their investing flexibility due to their mandates and need to fund the
cost of their own business activities with working capital and investments, with only a small
portion of their total l iquid financial asset

X.  Trading relationships account for US$22 trilliorand have seen China risingn importance
and the US falling to a far second place among countries, and similarly if the EU is taken as a
whole>®

An important note is that given the world has 7.8 billion peopleover 45,000 (listed)corporations and
businessesc.25,000 banks andl93governments, the individual is powerful as a collective, while
power is relatively concentrated in each of the other stakeholder categories.
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Capitalism is a multi -stakeholder system

While financial institutionshave amandate to hold and manage capital on theindividual, the fact that

this mandate is held by a highly concentrated number of institutions (particularly when compared to

the number of people in the world) means that there is huge power concentration in financial
institutions. However, social media has

The most powerful players in the system demonstrated the collective power of the
in terms of thelargest stock of capital in individual in their political choices and

o finance and business are likely the next to
the system are the individual as a experiencethe power of choice.

collective and the financial sector, and fai So. the mandate for alloc

less so governments and corporations  capital towards sustainability will ultimately
come from those for whom the finance
industryds assets are ultimately held and managed
customers of financial institutions and corporations. Individuals have the power to make choices for
their investments, spending andsavings and this a powerful lever as individual awareness and activism
increases.

Consumer choices reflect their priorities and preferences, and as such can fund and defund products,
services, activities, companies, and entire industries. In the past yedone, global household financial
assets increased by US$22.5 trillidhrepresenting significant potential pentup consumer demand.
How this money is deployed can make a significant difference to sustainability.

However, households too are only one parof the global economic system prevalent in the world

today. As described in the 2020 Capital as a Force for Good report, governments and political systems

rise and fall based on their ability to deliver to the aspirations of citizens to increase consurmiph,

businesses work to deliver the products and services demanded, and financial institutions fund them.

Every stakeholder is a contributor to this system and everybody consumers, media companies,

resource businesses, manufacturers, trade organizatiorliticians, entrepreneurs, and scientisté

plays their part in a process that is exhausting
irrevocable damage to its ecosystem, whose negative externalities are exacerbating rather than

sol vi ng stchakengesoThéydah collectively and singularly make a different choice.
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Figure 10- The ConsumptiortLed Capitalism Modet®
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While the most forward-looking financial institutions are deploying capital at scale in response to
global challengesand placing increasingly ambitious bets on longefterm breakthroughs, a multi
stakeholder approach is ultimately the solution to resolvinglifferences of view on the mandate and
priorities of financiers.Addressing global challenges, that are systemic in nature, will ultimately require
solutions that are systemic as well, requiring multiple stakeholders to align on priorities and work
together. If households demand sustainable products, and if producers innovate and make these, and
if financiers fund their development and scaling, having been empowered by households to do so,
then the SDG goalsthe transition andthe future can ultimately befunded, in partnershipbetween
stakeholders.

Financial institutions investing boldly in both shortterm survival and longterm thriving during this
process are set to have a disproportionate position in their industry and indeed the world darge,
providing them with opportunities to emerge as industry leaders in this new world.

Engagement highlights the finance

Since the issuance of the 2020 Capital as a Force for Good report in December 2020, thapital as a

Force for Good Initiative has engaged with major global financial institutionsicross banking,

insurance, asset management, pension and sovereign wealth and hedge funds well as a number of
development banks and DFIs, on the key findings of the report anthe broader issues facing the

industry and the world laid out above. This year has seen the beginning of the inclusion of an

addi tional stakeholder in the form of the worl dos
platform for billions of individuals to engage in everything they care about. In keeping with the
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mandate of the Capital as aForce for Good Initiative, the focus is on those agents of change that can
shift capital in the many trillions of dollarstowards a sustainable future

The UN SDGwill not be funded to 2030 without a comprehensivemobilisation of stakeholders. The
most powerful in terms of the scale of capital are the individual and the financial institutios) the latter
being most often the agent of the former. The anaysis and engagements supporting this report
confirm the increasinglyambitious actions of leading financial institutions and their growing
confidence and commitment to being a force for good, tackling increasingly complex and interrelated
challenges such a climate change, biodiversity loss and pollution, anéquality and inclusion.

The subsequentchaptersof t hi s report examine the details of
as a force for good and its implications and the role of other stakehtalers including major
development agencies and major technology platforms and specialist innovators.
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4. The Common Ground: Substantial and
Growing Across the Industry

In 2020, the finance industrytook a much larger role investing in a sustainable futurerising to meet
the challengescreated by widespread economic and social disruption. The common ground among
leaders in the industry is expanding and encompasses commitments to aligning their businesses to
ESG criteria, enabling inclusive growth, driving inclusive economgecowth, and developing scalable
climate solutions.

The 2021 Capital as a Force for Good analysis of the initiatives of 100 leading global financial
institutions accounting for c.US$10 trillion of assets (or c50% of the total assets ownedcontrolled, or
managed by the finance industry) finds:

A 100% of leading financial institutions have ESG policies in place and 95% have integrated ESG into
core business processesyith a majority of institutions defunding civilian firearms, child labor, coal
mining, tobacco, andpromoting behaviors related to climate change, human rights, diversity and
inclusion, biodiversity,and community, among others, with cUS$3 trillion in ESG integrated AuM

A 97% of leading financial institutions work with peers and international organizationthrough
various forums andc.60-80% are members of UNPRI, TCFD and CDP, moving the industry to a
common set of standards that drive greater transparency and disclosure IBSG and sustainability
financing
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A 93% have stated their commitmentto a multi-stakeholder approachto business with 95%
enhancing diversity, 85% se@g their employees as key stakeholders with engagement programs
in place

A 86% are supporting the Paris goalswith US$88 trillion of assets committedo net zero by industry
leaders

A US®.1trillion in sustainability linked finance deployed in 2020across renewable energy and low
carbon investments, green, social and sustainability bonds, ardkvelopment finance, among

others
What Does it Take for a Financi al
Goodo?
The 6Capital as a Force for Goodd initiative defi
institutions in three overlapping areasin the context of transitioning to more sustainable business
model s: (i) The adoption and integration of ESG ¢
Conductd; (ii) Driving sustainable devel gtoment , 0
drive value for other stakeholders, including emp

(see Figure 5).

Figure11- A Framework for Being a Force for Good and Delivering Impact
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The analysis builds an overall assessment of the leading financial institutions and their activities and
initiatives across the three categories to identify the common ground that is emerging amongst them,
the areas where they are breaking new ground andhe likely direction of travel for theindustry, given
the ability that leaders in the industrymust influence change amongst other industry participants.

Worl|l d6s Leading Financi al |l nsti tut

Summary of Research Process aikthodology,and Overview of theDataset
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In keeping with the mission to examine how the largest pools of capital are and can play an outsized
role in allocating capital for good, this report examines the ongoing evolution of thelargest allocators
of capital, the finance industry, as a high potential force for good in the world, based on their
commitments, actions, and initiatives.

The report analyzes the initiatives of thev o r lledding financial institutions across ESG, sustainability,
and broader staleholder engagement, examining their development over time and the increasing
priority of these activities within the respective organizationdlt also examines the roles and lessons
from the leading development finance agencies, a group of fintech innovates and the leading
technology platforms that engage individuals.

Thischapter focuses on the leading financial institutions, examining.00 financial institutions (up from
63 in 2020), with assets of c.US$AQ trillion (up from c.US$100 trillion in 2020)epresenting an
estimated 50% of total finance industry assets (up from 29% last year$ubsequentchaptersdraw on
the insights from the engagement with the other stakeholders.

Figure 12- Total Assets and AUM of the 10Finance Industry Leaders Analyzed in this Report

Asset
Numbers in US5tn Banks Managers Insurance Total
Americas 30 49 10 89
EMEA 46 7 13 66
Asia 7 6 3 17
Total 83 63 25 171

I n keeping wi t hc3doathleiarggsefinancialsinstitudopsarrtite world were active
participants in the Capital as aForce for Good Initiative, representingc.US$ 0 trillion in total assets, or
41% of the total data base andc.20% of total global financial assets. These institions actively
contributed to the reportdés underlying dataset
directly with the project team on their activities and initiativesduring the year.

1. ESGis Increasingly Embedded in Core Business Strategy,
Mindful Conduct

ESG considerations are now closely integrated into core business strategy and practices

All the leaders in the finance industry examined in this study have continued to publicly affirm their
commitment to ESG, have adopted ESG (@imilar) policies and practices and have provided regular
reporting to their shareholders on ESG matters.

The industry has firmly embedded ESG policies into datp-day business operations; 97% of
institutions have also established detailed ESG framewaor management systems) and 8% track

detailed ESG metrics and performance indicators59 of institutions screen new business
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opportunities for ESG risks and 2% conduct additional due diligence on those perceived to have a
higher degree of risk.

Leading financial institutions have additionally committed to transition to more sustainable business
practices; 8% of the financial institutions measure environmental and social outcomes from
investments and76% have sustainable portfolio balance targets, whh includes targets to reduce
exposure to nonESG compliant assets, sectoral caps, and caps on exposure to carbemitting
activities (for example).

There is meaningful progress in managing the transition from the older norfESG compliant mode to
the new ESG based on&54% of financial institutions have targeted specific sustainability outcomes
from loans and investments and 6% have decided to divest from norESG compliant assets.

Figure 13- Adoption of ESG Policies and Practices by Finance Industry Leaders

Have publicly-committed to Have a detailed ESG Framework Have Sustain Portfolio Balance
100% ESG, and implemented policies }9 5% or Management System :"70% Targets for Loans & Investments

m % of Firms

100% B % of Assets + AUM
100% 1005 100% 98% ggoy 97% g5 95% gpx  95%94%
?E% T6% 76% T6%

Have Madea  HaveanE5G ReportonE3G Have a Detadled Report Detailed Screen Financing  Conduct  Measure Specific  Provide E5G Have Sustainable

Fublic Paolicy in Flace Mattersto  ESG Framework ESG Metrics and Transactions for  Enhanced Due  Sustainability Training to  Portfolio Balance
Commitment ta Shareholders  or Management KPMs E5G Risk Factors Diligence on High Outcomes from  Employess  Tangets for Loans
E5G System E5G Risk Loans & Loans & & Investments

Investments IFvestments

Source: The F4G Foundation, Copitel as o Force for Good 2021 Dataset

The flip side isalsotrue, 36% of financial institutions have yet to target specific sustainability
outcomes from loans and investments, and 8% have not yet decided to divest from norESG
compliant assets. AndL®6 of the financial institutions do notyet measure sustainability outcomes
from investments while 24% do not have sustainable portfolio balance targets for their investments
including sectoral caps or caps on exposure to certain activities.

Exclusions are moving from a O6complianced
transition by defunding heavilypolluting industries

The leaders in the finance industry continue to update their framework with enhanced guidelines;
c.64% of the companies have publicly disclosed exclusion criteria based on local and international
compliance requirements (e.g., such asot financing forced or child labor, cluster munitions and
activities that are banned under international conventions) compared to ¢.50% last year
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Further, institutions in the finance industry have taken a leading role in accelerating their own
operatons and clientsd transition to a net zero
for high-emission sectors. The leaders are increasingly committed not to finance, and/or have put
significant restrictions on financing, sectors with significantlimate or other impacts they perceive to
be negative, such as thermal coal mines and power plants (el8o), oil and gas exploration in the
Arctic circle @5%), shale gas production(41%), oil sands development (39%), and nuclear power
plants (32%).

Figure 14- Business Activities the Finance Industry is Trying to Restrict Through Exclusions

High emission sectors that firms (40-70%*) exclude or restrict...

Of Existing Plants Plants Arctic Circle

New Coal Fired
Thermal Coal A 0Oil and Gas
Plantsor AN\
o @ Mines and Power @ Exploration in @

0

Exploration

-

A Hydraulic
Shale Gas and Oil Fracturing Nuclear Power
Production 0 & and Oil Sands @ @ Plants

Activities that many firms (>39%*) exclude or restrict (Publicly disclosed)...

Activities with Productionand

Cluster Munitions ‘y %
and Weapons 0 ‘_& Child or o Sale of Tobacco

Forced Labour sy Products

0

Productionand Acti\'r::::s:;:tmd Projects that
r sale of Civilian @D Q_ ntes i, €& Impact UNESCO
Firearms pom—ed Heritage Sites

— Conventions

Activities that some firms (25-39%*) exclude or restrict (Publidy disclosed)...

§9 Destruction of Soft Commodities
Conservation like palm oil, soy =T Gambling and @
¢ Areas and timber g Casinos

Wildlife Products ©® Violation of
lllegal Logging Regulated by ‘|l Indigenous
@ ﬁ' [{I' PeoplesRights @

Percentage of financial firms in dataset with disclosed exclusion criteria which explicitly prohibits
investments or loans for stated business activity or permits them subject to significant restrictions

£3 (With three or moxe criterio)

While institutions continue to restrict activities that they believe to be harmfutl such as tobacco
products (64%), production of civilian frearms 66%), gambling 31%), violation of indigenous people$
rights (25%)and wildlife products regulated by CITES (25%there is not an alignment of the priority
of these activities Given that not all financial institutions publish exhaustive investant exclusion lists,
the actual percentage of institutions that follow the compliance standarden these items may be
higher than the disclosure levels captured would indicate.
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Climate change, inclusion and diversity, and data security are at the fooefr of ESGlactors

Global events in 2020 have brought climaterelated risks, raciakquality, and data privacy to the
forefront. Financial institutions are increasingly integrating these considerations into investment and
business decisions, seeking to achieve attractive financial returns alongside positive environmental
and social impact.

Many finance industry leaders remain focused on confronting environmental risks while evaluating
transactions, such as climate change %), pollution (56%), biodiversity (52%)and carbon intensity
(48%). Further, following the intensification of racial equalitynovements across the world over the last
year, &% companies conduct enhanced diligence for investments with potentially heightened human

rights risk and 8% evaluate acountefpar t yds policy on inclusion and
Leading financial institutions havealso become focused on safeguarding client information to retain
customers® business and trust while maintaining t

Companies are evaluated for data protection and privacy @%) and cybersecurity §0%) to protect
misuse of client and employee data, unauthorized disclosure and meet regulatory requirements.

Figure15- Key ESG Factors Considered by Financial Institutions

Governance Factors

Environmental Factors

Social Factors

O P o @

Biodiversity @
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Intensity
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Fresh Water Resources

Natural Resources Depletion

A
Jast
\ Climate Q _A_— A Human
\ Change -I - Rights
i o) QOV  Diversity
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Sowrce: The F4G Foundation, Copltal as o Force for Good 2021 Dataset
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These substantial positives also implthough that for many institutions issues likecarbon intensity
(52%), biodiversity 48%), pollution @4%) and cyber security and data privacy @P6 and 31%) areyet
not a priority. Moreover, the tightening requirements across many key ESG factors risks reducing
private sector inflows into otherwise commercially viable development projects, particularly in least
developed economies where local conditions have yet to catch up to the rising bar to funding being
employed by the (private sector) finance industry.

Participating in international associations that are helping to define a common set of standards
for ESG and sustainability financing

Leaders in the finance industry have indicated through their actions their belief that, along with their
clients, theywill need to undertake a massive global collaborative effort to effectively advance the

goals of the Paris Agreement (with 86% publicly committing their support its 2050 targets). These
international institutions are working directly with finance industrjeaders to embed climate and
sustainability issues at the strategic, portfolio, and transactional levels, across all business areas, and to
help establish a common set of standards and increasing transparency through disclosures of climate
and emissions daa.

The finance industryods | eaders are actively parti.i
associations such as the UNOs -PRI)B®o theoUNeGobab f Respo
Compact (60%), the Sustainability Accounting Standard®oard (SASB) @) and UN®&s Princi
Responsible Banking (UNPRB) (8%) to partner with peers and other organizations to effect real

change on climate change and structural inequity.

Over and above the SASB, companies have also adapted reporting stdards from the Task Force on
Climate Related Financial Disclosures (TCFD) (68%) and the Carbon Disclosure Project (CDP) (59%) to
create a voluntary, consistent, global framework for providing emissions information to investors,
lenders, insurers, and othestakeholders.
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Figurel6-Fi nance I ndustry Leadersd Participation
Overall Membership from Dataset
Association Brief Description Membership % of Firms % of Assets
= World’s leading  proponent of
-::PR' responsible investment which supparts :I,:(':O:Un;:Tol:)ers 80% 85%
UN Principles of !'nembers in lngo.rporatlng ESG into their trillion of AUM (80 out of 100) (USS5145 trillion)
Responsible Investing  investment decisions
TCFD Develop consistent climate-related 1,500+
financial risk disclosures for use by supportersin70 68% 71%
Task Force on Cmate  COmMpanies, banks, and investors in countries,31core (68 out of 100) (US$121 trillion)
Financlal Disdosures  Providing information to stakeholders members
. World’s largest corporate sustainability 13,000+
@ s 4 e initiative calling on companies across corporate 60% 59%
sectors to align strategies and operations participantsin (60 out of 100) (US5101 trillion)
UN Global Compact  With universal principles of 170+ countries
) | International NGO that aims to make 8,400+
;“CDP environmental reporting a business companieshave 59% 59%
norm, driving disclosure, insight, and disclosed through (59 out of 100) (US$100 trillion)
Carbon Disclosure Project 2ction towardsasustainableeconomy  theCDP
i""? NGO which has developed a common 176 part :
‘@ sustainability accounting standards to finaniaialri]::jsul:try 43% 49%
Sustainabiity Accounting standardise the ESG. data financial firms using standards (43 out of 100) (USS83 trillion)
Standards use to measure ESG impact
Climate —= Global investor initiative to ensure the 500+leading
Action 100+ world's largest corporate greenhouse gas global investors 40% 42%
L T emitters take necessary actions on with>USS43 (40 out of 100) (USS72 trillion)
CBmate Action 100+ climatechange trillion AUM
Source: The F2G Foundation, Copltal as a Force for Good 2021 Dotaset
This progress means that, even among leading financial institutions, 200% that have yet to sign up
to collaborating in international associations such as UNPRI, TCFD and CDP.
ESG investing strategies and ES@egrated AUM with builti n 6 posi ti ve screeni
rapidly, while strategies using only ESG exclusions are falling
Financei ndustry | eader-she-box @ oa& pgpSa@ @ecxac |6utsiicokns (or ©6ne
s ¢ r e e are usegl dlgngsidean ESG lengor business and investment decisions with a view to
creating sustainable and inclusive longerm growth. Institutions have foctsed more on differentiated
responsible investingst r at egi es i ncluding 6positive screening

ESG perspective, sustainability themed impact investing, active E8®Begration, and corporate
engagement and shareholder action

Assets under management utilizing ESG integration across the industry increased to c.US$25tn at the

start of 2020 (vs. US$18tn in 2018), growing at 28% in the last two yeakssetsunder management

utilizing corporate engagement and shareholder actioracross the industry increased to c.US$11tn at
the start of 2020 (vs. US$10tn in 2018Veanwhile, assets under management utilizing only a strategy
of negatively/exclusionary and normsbased screening have reduced to US$19tn and US$4tn
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respectively (vs. US19tn and US$5tn in 2018), declining by 24% and 12% respectively in the last two
years.

The finance industry leaders included in this report have actively integrated at least US%$6 trillion in
assets under management (or 9% of their total owned and managed assets vs. 12% in 2019) by
consciously incorporating key ES@actors into investment decisiongo help drive positive
environmental, social, and economic impactThis representsa significant portion of the estimated
US$35 trillion of global sustainable investing assets

The 100 leaders in the data set have contributed to US$gtrillion of the total ESG and impact funds.
Further, the global racial equality movement through thesecond half of 2020 has led to commitments
of over US$32billion®® by leaders in the finance industry to support minority owned businesses.

Figure 17- Active Incorporation of ESG in Investing Strategies Across the Industry

Esc o Total ESG Integrated AUM for USS$33 trillion
Q Finance Industry Leaders* ~19 % of AUM

Industry Metrics for Key Regions (North America, Europe, ANZ)

Fully ESG Integrated AUM Corporate Emacmgtn and Shareholder

The Industry has
transitioned to active

25.2
integration of ESG and 9.8 10.5
direct impact through 17.5 8.4
corporate engagement / 10.3
shareholder action...

{In USS trillion)

2016 2018 2020 2016 2018 2020
Only Negative Screening Only Norms-Based Screening
..from an approach of 19.8 6.2
only negative (or 15.0 15.0 : 47 a1
exclusionary) and norms-
S I .

2016 2018 2020 2016 2018 2020

*Indudes ESG integroted and negatively screened assets
Source: The FAG Foundation, Copital o5 0 Fovce for Good 2021 Dataset, industry date from Global Sustainadle investment Allance

While this is meaningful progress, it is also clear that across the industigr the 100 financial
institutions examined,US$15 trillion of AUMhas still not shifted from doing purely negative screening
and US$41trillion is still allocated based only normsbased screening, with a comparatively smaller
portion, US$3.6 trillion, invested in positive screening, sustainabilithemed, or impact investing
strategies.
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2. The Pandemic has Accelerated Funding for the Environment
and Sustainability , Caring for the Planet

Total commitments to 2030 rose to USEb trillion, and of that c.US®.1trillion was mobilizedin
2020for environmental, climate, sustainability, and inclusion themed investments by industry
leaders

Sustainabilitylinked financing is increasingly becoming a core business strategy for leaders in the
finance industry, with several large industry leaders making trilliedollar commitments over the next
decade, and the finance industry leaders idaded in this report collectively mobilized over US2.1
trillion of capital in 2020 for environmental and sustainability finance. The leaders represent a
substantial share of the rapidly growing sustainable debt market, accounting for U886 billion of
green, social, and sustainability bondsssued

In addition to sustainable debt, the industry leaders also mobilized financing for clean energy, clean
transport, and sustainable housing projects, and for inclusiofinked investments in areas such as
affordable housing, education, healthcare, economic and financial inclusion, racial diversity, workforce
development and gender equality.

Figure 18- SustainabilityLinked Financing Activity by Industry Leaders in 2020

USS$2.1 Capital mobilised for environment finance and
Trillion sustainability and inclusion-linked investments

589% Of the companies in the dataset have publicly
disclosed sustainability linked financing

“Q Overview of Capital Mobilised for Sustainability-Linked
N Financing in 2020

US$824 billion | o ‘ USS$646 billion*
Renewable Energy and am, Green, Sustainable, Social
Low Carbon Investments | —— iy ) and SDG Bonds
Wi, 1‘ USS$270 billion
11'11' g‘r} US$223 billion —— Other Sustainability Linked
LI\ Impactand ESG Funds &= ==f=] Investments and Loans /

~ Development Finance Funds

@ US$102 billion
N Others (Example: Ethically Screened

% Investments)

*Indudes overiap on bonds ungerwritten by multiple banks
Sowrce: The FAG Foundation, Copltal os o Foree for Good 2021 Dotoset

63

f

(0]

r



6Capital as a Force for
4. The Common Ground:Substantial and Growing Across the Industry

Although the finance industry leaders have made significant strides in sustainabilitiwked and impact
investments, these accounts foless thanc.1% of total owned and managed asds by these
institutions, suggesting significant potential to increase these further in the coming years. Given the
extent of the funding gap for the SDGs and Paris treaty targets, existing commitments may well need
to exhausted, and new, larger ones madeyell before 2030.

Industry leaders commit to Net Zero emissions by 2050, shifting from reducing their own
footprint to a proactive approach to their customers and investments

The Intergovernmental Panel on Climate Chang@PCC) has reported thaeffects of climate change
could potentially be irreversible for centuries and are unequivocally driven by greenhousgas
emissions from human activity. Even the most severe carbon emission cuts are unlikely to prevent
global warming of 1.5 degrees Celsiuabove pre-industrial temperatures by 2040, a level that many
scientists believe must be achieved to avert catastrophic climate changje

The finance industry has adopted a highprofile approach to playing a leading role in helping drive

the transition both in its own operations and its clients to a net zero global economy86% of the

industry leaders actively measure their direct and indirect carbon footprints through the Greenhouse
Gas Protocol Accounting and Reporting Standards (vs. 79% in 269%s theybuild on rigorous efforts

in recent years to actively reduce their own carbon footprints, finance and facilitate climatansition
themes and environmental projects, and reduce exposure to sectors with significant climate impact
such as coalfired plants and thermal coal mines.Following the variousmitigation measures direct
emissions by finance institutions have reduced by ¢.17% and indirect emissions by ¢.28% over the last
three years.

Figure19- Change in Finance IndustrylL#ad er sd Car bon Footprints

86‘y have adopted GHG protocol accounting and reporting standards to track
0 02 emissions

Firms have taken several steps to decrease their carbon footprint over the last four years*

Numbers in mtCO2e (metric tons of carbon dioxide equivalent)

17% 72%
28%
7
295,422 303,102 2,632,485 HED 876,966
2,335,039 785,953

278,790
245,922 2,156,966
1,895,796
254,999

Scope 1 Scope 2 Scope 3
m 2017 m®m2018 2019 2020

Scope 1: Direct emissions from owned or controlled sources
Scope 2: Indirect emissions from the generation of purchased energy consumed by the reporting company
Scope 3: All other indirect emissions that occur in a company’s value chain

Source: The F4G Foundation, Capital as a Force for Good 2021 Dataset, capturing 14 companies with at leas four years of consecutive GHG emissions reporting
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Further, the number of finance industry participants that have signed up toet zero commitments not
only in their operations but in their investment and business portfolios has seen a step change during
the past year. The total value of investment portfolios subject to 2050 net zero emission targets has
increased from US$7.6 trillion in at the end of 2020 to US$88 trillion currently, andrease of nearly
12x, while the number of financial institutionsnalyzed in this reportmaking net zero commitments
increasing from seven to 40.

This rapid growth has been facilitated by the establishment of an increasing number of associations

(many of them convened by the United Nations) designed to rally and align commitments from

institutions from across the finance industry. While at year end 2020 there was only one assaociation

with members among the industry leaders tracked, the Net Zero AssetMagae r s 6 | ni ti ati ve
seen the establishment of the Net Zero Banking Alliance, the Net Zero Asset Owners Alliance and the

Net Zero Insurance Alliance, alongside significant membership growth in the asset managers initiative.

Figure 20 - Growth of Net Zero Financing and Investment Portfolio Commitments

Investment Assets Committed to Net Zero in USS trillion

2021 Net Zero Associations
* Net Zero Asset Managers
Initiative

. P
-zoligthlzztrzl::s:::\:;:‘::er:ss //' * Net Zero Banking Alliance
Initiative // * Net Zero Asset Owners
,,’ 11.6x Growth Alliance
/" in Assets + Net Zero Insurance

el Alliance

- « Glasgow Financial Alliance
7.6 for Net Zero
I
2020 2021

Finance industrynet zero commitments have therefore quickly moved from being innovative

initiatives to sitting squarely in the common ground of their force for good engagemaents. This trend is
not limited to the finance industry. 137 countries around the world have now announced national net
zero emission commitments, with 90% of them targeting 2050 for carbon neutrality, and an increasing
number of countries enshrining their commitments into law. Further net zero commitments are
expected to occur during the global COP26 conference being held in September 2021, widi

countries also being urged to submit more ambitious targets for reducing emissions by 2030. Such
targets are likely to create further opportunities for private setor capital and will trigger further
commitments by financial institutions to fund targets and further reallocate global funds.

While there is a clear and growing consensus in the finance industry on the need for net zero, few
institutions to date have formulated clear execution plans to reach these targets, raising questions

around portfolio construction and balancing, around the timing, nature and extent of defunding
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carbon emitting investments, and measuring, tracking, and monitoring of emissions acrosise

portfolio.

3.

The Pandemic and Racial Injustice Rallied the Finance

Industry to Commit Nearly US$6 trillion to Support the

Vulnerable, Stakeholder Engage

ment, Compassion for All

Large scale relief efforts to support communities

Il n 2020, the finance

i n d ueslthe modt preskiry a@hdllemges faced byt i t ut i

those in their communities hardest hit bythe pandemic and by racial injustice. Financial institutions
spent a combined US%.6 billion in 2020 supporting various organizations and initiatives focused on
addressing social and civic challenges across education, healthcare, disaster relief, and other types of
community development interventions.Among their key efforts, leading financial institutions have
spent over US$1 billion in effort@aimed at helping to drive racial equality and economic opportunity

for individuals from minority communities, with a

focus on employment, education, healthcareand

housing, as well as over US$500 million on community health related topic&urther industry leaders
in the scope of this report have contributed over US$800 million to provide immediate, ofthe-

ground relief

i phit dormneunitie®and tal SiiportHoagerdeenseconomic recovery

efforts, with Covid-19 relief programs have been among the largest disaster relief initiatives for several

large financial institutions.

Figure21- Total CSR Spending

and Key Focus Areas in 2020

Total Spend on CSR Activities and SiAn®
Philanthropic Initiatives in 2020 US$7.6 billion
lllustrative Initiatives Impact
Racial Equity Initiatives } USS$1 billion
Fued for racial .qw !’\nr:":ﬂdes caphal s SPPOALIS Iea'd‘dln. * US$27m deployed to i racial injustice and
L4 al PR et L
; the p. 's impact on color.
Initiative to invest in black entrepreneurship, expand credit to ¢ itiesof = | d in 13 comp through $200 million Impact Fund, US$1+

color and promote affordable housing in order to build long-term wealth.

Billion in strategic initiatives by the end of 2023,

Setting up a foundation to f ring I tive ideas, to solve economic and * US$1.8 billion in grants for 8,000 nonprofits in 100 countries around
sodial issues, and enable progress in underserved communities globally the world.

Covid-19 Initiatives } USS$1 billion
Partnered with ity-based fi 10 support those = US$100 million in comr for COVID-19 ity relief and

businesses and populations most impacted.

ions fighting hunger, supporting disease
control and channelmg 'Inanml 2id to the most vuinerable people,
particularly low wage eamers.

Nutrition, Healthcare and ’
Community Development Schemes

economic recovery efforts in 2020

More than USS$S90 million in 2020 in response to COVID-19, the related
economic fallout due to the pandemic

USS$530 million

Support to organizations tackding social disadvantage Issues such as domestic =

abuse, mental health, modern slavery and human trafficking, and employability

‘Move for meals’ ign as part of to support .

children’s health and provide sustained ac:ess to nutmlous food

Education and Skill }
Building Initiatives

US$32m funding to support ¢.3,000 charities that help overcome
complex social issues and rebuild lives.

Grants of US$5m to 22 hunger relief organizations worldwide,
equaling 50 million meals

US$160 million

‘Pathways to Progress’ initiative, a job skills-bullding initiative that addresses
the persistent, global issue of youth unemployment

‘Future Workforce’ campaign to invest in the educational success of .

underserved populations, and up-skilling and re-skilling individuals within the
company’s footprint.

1 choritable spending

* USS$200m invested in 6 years to address the skills mismatch and

equip young people, particutarly from underserved communities,
with skills and networks

US$20 million multi-year commitment in support of vital
educational and force P to academic and job
training organizations
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It is worth noting that while Corporate Social Responsibility has been an important ingredient in
addressing orrgoing and current issues, the amounts expended are overshadowed by the amounts
committed to community financing for similar causes when the busings case is clear, for example, a
small business loan for a business impacted by the pandemic vs. charitable grants to organizations
fighting the pandemic.

The new working model forced by the pandemic led to new mental and physical wellness
programs to support employees during the pandemic

Heightened mental and physical health issues were a collateral damage of coping with the pandemic,
with various reports pointing to 20-40% of the adults in the US and U suffering mental health
problems.

Leaders in the financial industry recognized the challenges faced by employeesremaining healthy
and productive and maintaining a healthy worklife balance following the rapid transition from offices
to a remote work environment and responded with variais employee support initiatives including
providing resources for both mental and physical wellness.

The resilience ofano r g a n i zeoplé hasbéceme animportant criterion for success in the most
advanced leading financial institutions. Prioritizinghe well-being of employees in these
unprecedented circumstances, 8% of the industry leaders have publicly disclosed mental health
and/or mindfulness programs (vs. 71% in 2019) and% have physical health and wellness programs
(vs. 77% in 2019). Severabmpanies also saw increased employee engagement across wellness and
stress management programs ranging from personalized resilienebuilding programs to counseling
services and meditation classes designed specifically to enable employees to adapt moreasdessly
to the realities of a new virtual work environment.

Figure 22 - Focus on Investing in Employees and Building Resilience by Industry Leaders

85¢y consider employees as a key stakeholder and have
0 engagement programs and initiatives for employees

Key Employee Programs (Publicly Disclosed) (2020 vs. 2019)

Mental Health and/or mindfulness programs Physical health and wellness programs

% 84% 77% 90%

2019 2020 2019 2020

Source; The FAG Foundotion, Copitol as a Force for Good 2021 Dataset
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The industry continues to make progress on creating a more inclusive alierse work
environment, free of discrimination

Leading financial institutions havdong acknowledgedthe importance and value ofhaving a diverse
workforce. As a result, theyhave promoted equity, diversity and inclusion at the board level and
across the workforce to drive their collective ability to innovate and deliver cuttingedge ideas,
products, and services to their clients. 95% of the companies in the dataset have policies in place to
increase diverseaepresentation within their workforce (vs. 78% in 2019) from entrlevel to senior
management. Women make up ¢.Z% of the employees at leading financial institutions, much higher
than the representation in Fortune 500 companies, in which women comprise @nthird®? of the
workforce. Additionally, 31% of board seatswere held by womenat the leading financial insitutions,
higher than Fortune 500 companies, in which women comprise ¢.26% board representatfinThere is
clearly further to go.

Leaders have committed to prioritize equity, equality, diversity and inclusion and have acted with
growing urgency to eradicate workplace discrimination and create a more equitable and inclusive
work environment. %% havedisclosedpolicies to prevent discrimination aganst minorities (vs.63% in
2019), 3% of the institutions have policies in place to prevent discrimination against individuals with
disabilities (vs.73% in 2019) andd%6 have disclosedpolicies to prevent discrimination against
individuals based on sexuabrientation (vs.82% in 2019).

Figure 23 - Focus on Diversity and Inclusion in the Workforce by Finance Industry Leaders

47% of the aggregate employee base across firms is
comprised of women

34% of board representation across firms is comprised of
women

Key Employee Policies Focused on Increasing Diversity and Preventing
Discrimination (Publicly Disclosed) (2020 vs. 2019)

Prevention of discrimination against people with Prevention of discrimination against people based on
disabilities sexual orientation
73% 3% 82% 90%

2019 2020 2019 2020
Prohibits discrimination against minorities Increase in diverse representation across workforce
95% 95%
- - - -
2019 2020 2019 2020

Source; The F4G Foundation, Copitel as o Foroe for Good 2021 Dataset
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Finance Industry leaders have mouddo a broader stakeholder approachdespite the challenges

they see

In 2019 leadingfinancial institutionsparticipating in the Business Roundtableommitted to a
stakeholder interest approach beyond shareholder interests.

Figure24 - Finance Industry Leaders Commitment to Sustainability and a Muléstakeholder Approach

Nearly 90% of institutions continue to pursue a multi-stakeholder
approach

“We are targeting to finance and facilitate more than $2.5 trillion over 10 years to advance climate action
and sustainable development. In addition, we are aligning key financing portfolios with the goals of the
Paris Agreement and working with our clients to finance their decarbonization strategies — efforts that are
intended to drive near-term actions that will help set the world on a path to achieving net-zero carbon
emissions by 2050.%

Jamie Dimon, Chairman and CEQ of JP Morgan Chase

“The world is moving to net zero, and BlackRock believes that our clients are best served by being at the
forefront of that transition. We are carbon neutral today in our own operations and are committed to
supporting the goal of net zero greenhouse gas emissions by 2050 or sooner. No company can easily plan
owver thirty years, but we believe all companies - including BlackRock — must begin to address the
transition to net zero today™

Laurence Fink, Chairman and CEOQ of Blackrock

“2020 was an extraordinary and unusual year. We remain in the midst of a global public health crisis that
has caused serious humanitarian and economic issues. There were a number of well-publicized events that
led to a heightened and necessary focus on racial and social justice. These erises further emphasize the
importance of Morgan Stanley’s commitment to bring our resources together to help ensure a
sustainable and healthy future”

James Gordan, Chairman and CEQ of Morgan Stanley

“We assessed our sustainability and positioning with the group’s purpose and growth aspirations. The
outcome was a commitment to apply a sustainability lens to everything we do: operationally; with our

clients; and with our communities; with the aim of ensuring a cleaner, resource rich, inclusive world.”
Fani Tit, CEO of Investec

“Our ESG agenda cannot just be a separate layer that sits above what we do day to day. It is embedded in
what we do... We recently took another step and committed 51 trillion to sustainable finance by 2030,
aligning with the agenda of the United Nations® Sustainable Development Goals.”

Jane Fraser, CEQ of Citigroup

“Sustainability, in every dimension, is one of our top pricrities.... To do justice to the urgency and
complexity of the challenges we face, we once again increased our sustainability efforts... We further .
emphasized the sustainability goals within our compensation structures and incentive systems for

managers = especially members of the Board of Management.”
Oliver Bate, Chairman of Board and CEQ of Allianz SE

“In December 2019, we announced our 10-year target of $750 billion in financing, investing and
y = J adwvisory activity focused on our two priorities of climate transition and inclusive growth... But then
Ly .f COVID-19 hit, markets plummeted and concerns grew that sustainability would lose steam. But, instead
-v of slowing down, it actually sped up. A record of 5732 billion in sustainable debt was issued in 2020."
X /‘h David Solemon, Chairman and CEQ of Goldman Sachs

“One component of our management vision is "achieving sustainable growth by helping solve social
issues”. In order to realize this vision, we need to break away from our existing business model and take
forward thinking actions to reach a "Next Stage of Growth,"™"
Kentaro Okuda, Group CEQ of Nomura
il
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This was set to be a difficult commitment to fulf
shareholder interestsHowever, a recent report prepared byFreshfields Bruckhaus Deringer, a leading
international law firm®, examined the extent to which institutional investors can use their position to

make a positive sustainability impact and whether the law supports this. The research found that,

0 wh i Ireecare diffieeences across the jurisdictions and investor groups, we analyzed, where
sustainability impact approaches can be effective
investor will likely be required to consider using them and act accordingl®®

While corporate actions may not yet have fully aligned witrtheir intent in all casesjf we follow the
money, we find thatmajor financial institutions have been making cleafinancial commitments

beyond short term and direct shareholder return considerations. The next steps might include
integrating stakeholder interess across corporate bylaws, director pay incentivization and governance
policies. This may go some way towardspublic confidence inthe commitments made and begin to
change the mandate of fiduciaries This is no doubt set to be a long and difficult transitionfor them
given the opposing forces calling for the status quo and those calling for rapid and dramatic change,
that they will face.

Conclusion: The Common Ground Expanded, Raising the Bar

Over the last year, the leaders of the finance industry have raised the bar for the common ground in
terms of ESG, sustainability and stakeholder engagement practicédnancial institutions have
increasingly integrated ESG considerations into investment and business decisions, and the sharp
increase in various forms of sustainability financing, as industry leaders seek to achieve attractive
financial returns while deNering a tangible environmental and social impactThere is a growing
willingness to lead on major global issues including climate change, inclusion and diversity, and data
security and in their CSR programs they have prioritized the pandemic and raciakitice.

The analysis of the data on the leaders of the finance industry supportiine key conclusions on the
substantialcommon ground for the industry that has emerged over the last year:

1. 96-97%have Integrated ESG Considerations Closely into Core Busiaetrategy. For leaders in
the finance industry, ESGis not a separateactivity independent of day-to-day business operations.
It has become an essential part of the longterm firm-wide strategy, deeply integrated into critical
business and investment deisions with 97% of institutions establishing detailed ESG frameworks
(or management systems) and 6% tracking detailed ESG metrics and performance indicators.

2. 95% have Polices in Place to Increase Diversity within their Workforc85% of the leaders have
policies to increase the diverse representation at the board level and across the workforce as they
aim to get a broader range of experiences and skillsets tdeliver more innovative products and
services to clients.

3. Over 90% of Financial Institutions Evaluate Specific ESG Risks and Conéixtensive ESG Due
Diligence.Financial institutions have demonstrated their commitments to more sustainable
business practtes with %% of institutions screening new business opportunities for ESG risks, and
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92% conducting additional due diligence on those transactions that are perceived to have a
higher degree of risk.

4. 86% have GHG Accounting Protocols and Reportingy Place. The majority financial institutions
analyzed measure and report on their own greenhouse gas emissions with many setting ambitious
targets to reduce their carbon footprints

5. 84% of Leaders Have Focused on Mental Health Programs for Employees DuriRgndemic.84%
of the leaders in the financial industry publicly disclosed mental health and/or mindfulness
programs (vs. 71% in 2019), recognizing the challenges faced by employees to stay focused and
maintain a healthy worklife balance in a remote working environment.

6. 70% of Leaders in the Finance Industry are Seeking to Dritlee EnergyTransition.70% of financial
institutions in the dataset have committed not to finance (and/or have put significant restrictions
on financing) various high-emissionbusinesseswith significant climate impact including among
others hydraulic fracturing, oil sands expiration, thermal coal mines and power plants, oil and gas
exploration in the Arctic circle,and shale gas production

7. $88 trillion of Assets Committed to Net Zero Carbon Emissiong0% of the financial institutions in
the data sethave committed to net zero targets for the investment portfolios up from fewer than
10% in the previous year, indicating that rapid speed with which the commitment carbon neutrality
has joined the common ground of the industryods ¢

8. US$2.6 trillion of AUM have ESG Considerations Deeply Integrated.h e f i nance i ndust
have moved awateboxin appr daéd¢lkc kof excl usiom | i st s
now consciously incorporating key ES@actors related to resilienceand sustainabilityinto US$32.6
trillion of total AUM, representing ¢.B% of the total assets (vs. 12% in 2019).

9. US®.5 trillion of Sustainability-Linked Financing Commitments Have Been Made to 2030, of
Which c.US®.1trillion Has BeenMobilized by Leaders in 2020The financial institutions in the
datasethave committed over US®.5 trillion to sustainability-linked financing in 2020and
mobilized USR.1trillion of that in 2020 across various forms of environmental finance and
sustainablity and inclusion-linked investments, indicating that environment and sustainability
linked financeis now a corepart of the business strategy and offering for the finance industry, and
not at @ nhspeeialtyactivity.

The new market standard to be a leader in the finance industry has clearly moved to include (i) the

adoption and deep integration of ESGstandards and practices, (ii) leveraging the core business to

drive financing for climate, sustainability, and inclusion financing solutions, and (iii) deep and

meaningful engagement with various stakeholders including employees, customers, communities,
governments, international organizations and others to create a more inclusive and sustainable

financing ecosystem.The nextchapter of this report will look beyond the common ground to the

innovators and leaders who are pushing the boundaries of financeindst r y8s engagement
for good. Their competitvenessp oi nt s t o t he maki ngththeldrgesifindncihc e t o
institutions vying with one another for leadership on these issues based on the scale of the initiatives

launched. The initiatives ofleading financial institutionsare raising the bar in terms of scale, scope
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and innovation for what it means to be a force for good in the world, and therefore challenging the
industry as a whole to follow them, ex@anding the common ground of the future.
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5. Breaking New Ground: Industry Leaders
Are Raising the Bar

Following a year that has seen broad and deep economic disruptiofrom the pandemic, the finance

industry has taken on a leading role in building towards a more sustainable future through large

capital commitments, ambitious environmentfocused goals and diving long term economic and

financial inclusion initiatives among underserved communities. Leading financial institutions have
increasingly aligned their core business strategy
Development Goals (SDGsnd in particular to tackle challenges such as climate change, as well as

various socieeconomic issuesmpacting under-served and lowincome communities.

0Doing Goodo has Maetra ionkmmantidi e Ne w
Institutions

The 2020 Capital as a Force foGood report looked at financial institutions across three categories: (i)
those that were 0Bei thgnsevesasdyéod cormpatatecitzend imatudingn g

incorporating ESGdiversityandCSR (i i) those that were ed@ei ng Go0oOC
businesses to drive a meaningfuimeasurablei mpact, and (iii) those that v
seeking to drive transformational change through ambitious initiatives and leadership. This distinction

is less relevant today, because asoutlilke i n t he previous chapter, 66Bein
a market standard with nearly 95100% of financial institutions having ESG policies, diversity and
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inclusion initiatives for employeesand initiatives to reduce their carbon footprints. In that €nse, these
initiatives are no longer acriterion by which financial institutions can differentiate themselves, they are
the minimum requirement to have a seat at the leadership table.

The keycharacteristicsof the platform of an industry leader that is essentially positioned to be a
0goodd player include intec
Woi ng goodd 1 s b e corebusiness processes, creating new products
normal for Ieading financial institition  to finance climate and inclusion solutions, setting
& di fferentiation sustal'nablllty .targets, and masuring and
reporting against these targets as well as
institutions to think far more deeply embracing a broader stakeholder approach. In
about how best they can drive positive t hat sense, obisrapidiygecogiop d & i s
change in the world now the new normal for leading financial
institutions. With the bar raised, dfferentiation in
this new normal requires financial institutions to think far more deeply about how best they can use
their businesses to drive positive change in the world.

A few important themes of 2021 have been pivotal in defining the changes in the role of the most
advanced acbrs in the finance industryranging from the global to the national and individual:

1. Global big issuesThe industry has demonstratecawareness and continuous improvement on
the issues and metrics that mattefor the world, and climate change in particulahas risen to
become an industry wide mission

2. Social justice movementFinancial institutions have taken on a leading role to address the
structural barriers and systemic inequities faced by minority communities brought to the fore
by the global racial and social justice movementwith a focus on employment, education,
healthcare,and housing for minorities.

3. Resilience and flexibilityThe industry has actively looked tobuild resilience for their
employees as they made a wholesale shift toemote working environment during the
pandemic, offering mental health and physical veliness programs including personalized
resiliencebuilding, meditation, and stress management programs, healthgating, and exercise
programs.

The i ndust r asosmakingcamdnEdtments ta address what appear to be intractable world
issues, promoe access to capital for underserved communities, funding solutions to immediate crises,
excluding activities that do not meet their values or views and enhancing the resilience and wleing
of their people. New ground is being broken in the process by tle most advanced industry leaders,
going well beyond their peersand include trillion-dollar commitments to drive the SDGs, redefining
scale in climate change commitments in particular, drivingnclusion and making an impact to under
served local communities, elevating social issues to a critidalvel, and making the case to address
them, funding crises as leaders along the lines governments would and seeking to address
underfunded SDGs.
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Leaders Make Trillion Dollar Commitments to the SDGs

Leading financial institutions have made large financial commitments including number of trillion-
dollar commitments to sustainability linked themes, aligning with theSDGs and theParis Agreement.
Sugainable-linked finance has become core to thdong-term business strategy of these leaders, and
among the most advanced, it is no longer seen as apecialtyfield. The 100 industry leaders examined
have been highly proactive in driving andsupporting various sustainabilitylinked initiatives including:

Trillion-dollar Commitments
US$70 trillion Appro?dmately 85% of the financ.e industry Ieaders ha.lve ma.lde a.public
commitment to SDGs,severalwhich have made significant financial
commitments to funding the SDGs over the last year, including for
example,five global banks which collectively have comntted over
US%.0 trillion to funding the SDGs between 20262030.

Total financing
committed to the SDGs
until 2030

Climate Related Financing
Of the US$7 trillion in total commitments,theseindustry leaders have
US$4-25 trillion allocated US$4.25 trillion tosupport climate action and related
in climate related financing  financing with the goal of accelerating the deployment of solutions for
cleaner sources of energy and facilitating the transition to a low
carbon economy.

Social and Intusive Development
Theremaining US$2.75 trillion(of the US$7 trillion)has been allocated
for social inclusive development, scaling capital to advance community
development, healthcare, and education, in addition to racial and
gender equality as well assmall business financing, home lending and

US$2.75 trillion

for social and inclusive
development

affordable housing

Redefining Scale in Climate Change Commitments

The finance industryods | eader s -thrradimatetclzalleegasbp n t h e
transitioning both their own operations and their
with the Paris Agreement in mind. Several Bders in the financial industry have committed to the Paris
Agreement ds target to achieve net zer o smnfieamtn house
funding for long-term climate change in the past year, redefining scaled investing ialternative

energy and low carbon strategies through their commitments.

Mobilizing Environmental Solutions
US&BglbIHIOI’] Ten leadingfinancial institutions have mobilized over US§91billion for
mobilizedfor climate environmental finance in particular forclimate change and energy
change
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transition related investmentsas they look to tackle longerterm climate
challenges beyond 2030.

RenewableEnergy Hnhancing
Of the US$691 billion in environmental financinguS$484billion has
US$484 billion  been mobilized for renewable energy financing, focusing on clean
committed torenewable  teéchnologies, retrofitting, rehabilitating, or constructing accredited
energy financing energy-efficient buildings, as wellas supporting financing strategies
around risk hedging to manage the energy transition

Low Carbon Economy Commitments
a1y Theremaining US$206 billion(of the US$691 billion)n environmental
US$206 billion

. financing is focused on facilitating the low carbon economy, including
committed to the low

carbon economy
transition

investments and loans to help clients reduce the sector exposure to
high carbon industries and supporting the transition to a low carbon
economy through targeted loans.

Driving Inclusion and Impact for Under -Served Communities

This shows signs of the industry tackling various social and economic issues in a systematic way, laying
the groundwork for the sustainable information age.

The global pandemic has revealed longstanding systemic issues that have impeded economic

opportunity for communities around the world. In recognition of the broad and deep impact of the

crises, leading financial institutions have deployed innovative initiatives tinfl commercial solutions to

drive more equitable and inclusive economic growth across underserved communities globally. The
industry | eaders have advanced financi al inclusio
includes lending and investing actiities for affordable-housing, economicdevelopment, and small

businesses across various underserved communities.

Community Finance

Ten leading financial institutions have deployed a total of USB7

billion in community financein 2020, with funds deployed across
U5ﬂ07 b|”|0n affordable housing, small businesses, quality education, energy efficient
in Community Finance housing and infrastructure development These commitments

demonstrate how development finance hasquickly become core to

their long-term business strategy.
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Small Business and Community Loans
Of the US$107 billion, community finance focused institutions last year
disbursed US893 billion in community small business and affordable
housing loans, driving financial inclusion for business owners and
residents,and promoting inclusive economic growth in previously
underserved communities

Community Development Initiatives

Additionally, these institutions have deployed US¥billion in
community development initiatives, combining corporate social
responsibility fundsalongside investment capital to maximize their
impact in developing communities through a range of initiatives across
healthcare, education, skilling, and housing, amanothers.

Elevating Social Issues to a Critical Level of Importance

The world witnessed one of the largest racial equality and social justice movements in modern history
in 2020, which clearly demonstrated the systemic inequities that minoritgommunities face on a
regular basis. The largest financial institutions in the finance industry responded to the growing calls
for racial justice through various initiatives to drive economic and social progress among the minority
communities and augmentedtheir policies to increase diversity in the workforce

US$3 billion

investmentsto drive
racial equity

US$26.5 billion

for minority affordable
housing

Commitments to racial equity initiatives

Leading financial institutions have committed over US$3billion over
the next ten years towards advancing racial equity including loans,
investments, and direct funding for minority business owners and
home buyers

Affordable Housing

Of the US$3 billion committed to racial equity by industry leaders, over
US$26.5 billion is being allocated towards affordable housing and
mortgages for minority communities, recognising the important role of
home ownership in providing stability and security and inncreasing
prosperity in these communities
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Business Loans and Investments
US$3 0 b|II|0n Leading financial institutions have also committed to providing over
o ) US$3.0 billion in small business loans and equity investments in minority
for mlnorlt'y business owned businesses, contributing to economic growth and development
loans and investments . . . . . R
in minority communities and accessing new custmers with significant
future development potential

Championing Underfunded Opportunities Within the SDGs

A smal l number of the industryods | eaders have
problems in the world. They realized thasimply funding the most easily accessed SDGs, such as
renewables, is not enough to achieve the SDGs and increasingly focused on neglected SDGs (which
are covered in greater detail in the next chapter), where there has not been as clear a business and
invegment case established compared to renewables financing. These include initiatives related to
clean water and sanitation (SDG6), ending world hunger (SD§2nd preserving biodiversity (SDG15).

SDG 6(Clean water and sanitation)
12 of the 40 financial leaders have publicly disclosed business initiatives

US$7.6 billion
_ $3 . totaling US$37.6 billion aligned to SustainableDevelopment Goal6
in commitments to o . , :
(Clean water and sanitation). Tése include financing for water and
Clean Water o . iy
sanitation infrastructure and storage solutions that are critical to help
communities and businesses grow.
SDG 2 (Zero hunger)
oy 9 of the 40 of financial leaders have publicly disclosed business
US$9.2billion in

initiativestotaling US$39.2 billion aligned to SustainableDevelopment
Goal 2 (Zero Hunger). This includes commitments towards providing
nutrition services to vulnerable children through sustainabilit related

commitments to
Zero Hunger

bonds.

SDG 15 (Life on Land)
USQ?.Z billion 9 of the 40 financial leaders have publicly disclosed business initiatives
totaling US$27.2 billion aligned to SustainableDevelopment Goall5
(Life on Land)including commitments towards integrating biodiversity
risks into financing and investment considerations

in commitments to
Life on Land
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Conclusion: A sub-group of leaders emerging

The industrydds most ambitious | eading financial i
differentiates them from those that areat an earlier stage of developing their approach. The key

features of the more advancedstrategy includemaking big bold commitments, addressing

fundamental issues in the world and their defined communities, stepping to addressing major issues

such as the pandemic. These initiatives hold the promise of not only repositioning the organizations in

the mind of the public, building a more positive and modern culture, but also creating whole new
competences that can have a highly positive impact on the business at large.

A Trillion Dollar Financial Commitments to Drive the SDGsUS.0 trillion of capital
commitments by five institutions to funding the SDGs over the next 10 years

A Redefining Scale in Climate Change CommitmentsUS$690 billion mobilized for
environmental financeby ten institutions to tackle long-term climate challenges outlined by
the Paris agreement, (representin@4% of the total climate finance by all 100 companies
analyzed.

A Elevating Social Issues to a Critical Level of ImportanedJS$3 billion committed over next
ten yearshby five institutions to advance racial equality incluthg loans, investments and direct
funding for minority business owners and home buyers

A Driving Inclusion and Impact for UnderServed Communities US$07 billion of community
finance deployed by ten institutions for sustainable and inclusive longerm growth of
underserved communities (representing @4% of all community finance mobilized by the 100
companies analyzed.)

A Championing Underfunded Opportunities Within the SDGs US$L04billion of commitments.
A few leaders are specifically targeting neglected SDGs, specifically fougson ending
hunger, delivering clean water for all, and cleaning the oceans.

Given financial institutions manageor allocate c.US$350 trillion, more than 85% of thevo r Igehss s

liquid financial assets the world is increasingly looking to them todo that in a way that they judge to

be responsible and tofund the solutions to big issuesFi nanci al institutions®d ac
understand this well, are willing to deploy capital to address critical issues, arsll discharge their

fiduciary responsibilities
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6. Financial Performance : Doing Well by
Doing Good

The link betweenbeing a force for good and financial performance isa strong one. Among the

companies examined in this report, there was a clear correlation between the scope and scale of their

i mpact engagement and their sharehol der returns,
outperforming the index by over 5x on average and the nost engaged institutionsachieving 8x
outperformance.

Doing good pays in return, risk and differentiation and shows signs of creating organizations that are
more resilient to the many changes at this complex time with many simultaneous discontinuities and
mega trends playing out. Key points to note are:

A An analysis of the force for good engagement by major institutions reveals sharp differences
between lower and higher performers in terms of priorities, strategies and increasingly
capabilities, with two dfferent classes of financial institutions emerging.

A There is a strong correlation in returns between those doing good and superior returns, with
greatest returns going to those doing the most good:

1 8x greater returns to shareholders for those doing the mst good over the MSCI world
financial index over afive-year period to 2021

1T 5.7x greater returns to shareholders for al
the same index
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1 3.4x greater returns to shareholders between those leading in doing goodersus those
with early-stage programs within even the group of leading financial institutions

Figure 25 - 'Force for Good' Delivers Financial Returns
Total Shareholder Returns Over Last Five Years
Median Force for Good Organizations vs MSCI World Financials Index

Shareholder Returns from 31-Jul-2016 to 31-Jul-2021
For 71 companies in dataset with sufficient data

95%

68% 67% 69%

41%

12%

MSCI World All Organizations Bottom Quartile Second Quartile Third Quartile Top Quartile
Financial Index

Quartile of 0-25t 25th_50th 50th-75th 75th-100th
Scores Percentile Percentile Percentile Percentile
Number of

Organizations 18 18 17 18

While we do not impute causality, many other studies and meta studies gmuch further.

A Anincreasing body of research demonstrates the link between ESG and sustainability more
broadly on the one hand and operating and investing performance on the otherwhich is
helping to drive the sharp increase in sustainable investing globly.

A The most advanced financi al institutions are n
initiatives, but they are also more adaptive to broader systemic changes in the world at large.

A The organizational changes that this transformation implies idriving the emergence of
companies whose key assets and competitive advantages look very different those of
traditional industry leaders creating competitive advantages and leading to the emergence of
the financial institutions of the future.

A Being a force for good confers a multidimensional performance advantage to institutions,
creating better run companies with more productive talent, resilient system&nd processes
differentiated and innovative products and servicesand business strategés with long-term
sustainability.
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A The architecture of a new breed of financial institution is now becoming evident and the first
to embody that end-to-end, in its physical, structuraland cultural dimensions, will likely make
breakthroughs in terms of its power and influence as well as its scale, scope, impact and
returns.

Record Fund Flows to ESG and Sustainable Investing Strategies
Driven by a Clear Link Between ESG and Superior Performance

The link between doing good and
doing well from a financial
performance perspective is an
increasingly accepted one, a factor
that is clearly contributing to the
record inflows into ESG and
sustainable investing strategies

during 2020 and 2021, with ESG 1,000
mutual fund AUM growing by 29% 50
in the fourth quarter of 2020 alone 0 i i i

Figure26 - Global ESG anflustainable Mutual Fund AUM

BEurope OUSA ®Restof World In US$ bn

2,500
2,000

1,500

o

(see Figure27). This growth was Q2 Q3 Q4 Ql @2 Q3 Q4 Ql 2 @ 4
. i 2018 2019 2020 2021
repeated during the first quarter of
2021 despite it being a chaﬂnging Source: Morningstar Direct Manager Research, March 2021
one for ESG fundsd performance in general, given

markets was energy, while technology was the wors(ESG screening tended to favor technology and
avoid the carbonrintensive energy sectol).

The Business Case: The link between ESG and better performance has been well established

A wide array of studieshas sought to determine the specific link between ESG and positive outcomes
for investors, as well as the strength of the correlation acrosssaet classes, regionsand specific

factors. After more than a decade of research on the topic, these studies are too numerous to
reference individually or even as groups and their findings are best summed up by way of meta
studies. One of the most recentand comprehensive ones was released in 2021 by the NYU Stern
Center for Sustainable Business and Rockefeller Asset Managenfénivhich examinedover 1,100
peer-reviewed papers and 27 metareviewsd themselves based on approximately 1,400 studies. The
study split the underlying papers into those focusing on corporate financial performance (with metrics
like return on equity) and those focusing oninvestment performance (with metrics like alpha), a
distinction also highlighted in the 2020 Capital as a Force for Good Report.
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Figure27 - Correlation of ESG with Superior Corporate and Investor Performance

Positive and/or neutral results for investing in sustainability dominate. Very few studies found a negative
correlation between ESG and financial performance (based on 245 studies published between 2016 and 2020)

58%57% B Corporate (all) M Investor [al.l)
B Corporate (climate change) B Investor (climate change)
14% 13%
I 8% 6%
Positive  Neutral Mixed Negative Positive Neutral Mixed Negative

Source: NYU St er n SPedanyance: BrE&eriagthe Refatiomship lty iAggiegating Evidence from 1,000 Plus Studies
Published between 20152 0 2 2021

With regardsto the corporate performance of organizations embracing ESG themselves, the link
between ESG and operating and financial performance is increasingly well established. Companies
that embraced sustainable business practices and scored higher on their ESG x0generated
superior operating performance on average compared to their peers across a range of financial
metrics, including better operating margins, a higher return on equity and higher return on assets.

Figure28-ESG and Business Performance, OESG L

ESG Leaders vs Peers — Operating Metrics

Operating Margin Return on Equity Return on Assets
30%
20%
) I I I
Hn

SEAL Award S&P500 Ex-Fin SEAL Award S&P500 Ex-Fin SEAL Award S&P500 Ex-Fin
Winners Winners Winners
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Source: SEAL Awards, Note: SEAL Awaedsgnize(a) the 50 Most Sustainable Companies in the World and (b) the most impactful and
innovative Environmental Initiative202L

Further, the causal link between performance and ESG is also increasingly accepted, although the
materiality of individual ESG factors and their impact on a business will of course vary significantly
from industry to industry, with ESG impacting overalberformance in myriad ways.

Better ESG practices hee a direct impact in terms of better relationships with suppliers (such as
improved reliability and credit terms), a more engaged and productive workforceliecause offair pay,
diversity, and inclusion initiatives), and improved operating margins from betteresource and energy
efficiency.

In terms of indirect benefits, companies with strong ESG credentials will appeal to certain customer
groups, driving revenues, while avoiding the reputational risk that may come from poor ESG
performance. Further, compares strong in ESG will avoid the fines and litigation costs associated with
non-compliance with the increasing body of ESG legislation and regulation around the world. These
factors together are driving an increasingly strong case for corporate ESG adoptio

The Investment Case: ESG also drives superior investment performance

The factors and considerations laid out above also have a significant impact on the correlation
between ESG and investment performance, a positive link that appears to be somewhatdestrong

that of ESG and corporate performance (se€igure 29 below). Based on this correlation, investors are
increasingly screening stocks not just on financial fundamentals such as value and growth, but also on
factors like ESG scoregjovernance practices, disclosure practices, fossil fuel exposure, and workplace
diversity. ESG investment strategies, and ESG funitsparticular, have mushroomed in recent years,
driven by both investors® i ncr andbyihisgromise ohhighat t o al
returns. These strategies have historically delivered strong returns for investment fund managers, with
evidence from Europed the most established market for sustainable fund$ indicating that the

majority of ESG funds have outprformed non-ESG funds ovepne-, three-, five- and 10yeartime
periods.
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Figure29-Tot al Sharehol der Returns for OE

ESG Leaders vs Peers — Shareholder Returns

10 Year TSR 5 Year TSR 3 Year TSR 3 Year TSR

SEAL Award S&P500 Ex- SEAL Award S&P500 Ex- SEAL Award S&P500 Ex- SEAL Award S&P500 Ex-
Winners Fin Winners Fin Winners Fin Winners Fin

20%

10%

0%

Source: SEAL Awardspte: SEAL Awardsecognize(a) the 50 Most Sustainabl€ompanies in the World and (b) the most impactful and
innovative Environmental Initiative, 2021

However, given the nature of the relationship between ESG and financial performance laid out above,
successfully using these factors to identiffuture outperformance requires a nuanced view that goes
beyond screehinonfgiagd, 6bokh by prospective inv
themselves, requiring an understanding of an
pursuing and the qualty of their engagement. This evolution can be seen in three ongoing phases:

1. The first generation of companies embracingeSGand responsible business strategies more
broadly were often pioneers that were committed to changeand to leading their industries
through the process. These companies embraced a series of values that drove their actions and
they generated superior perfomance as a result, with early ESG investors benefitting accordingly.
However, with the adoption of ESG among public companies now becoming a market standard,
an increasing number of companies are taking a procesdriven approach to ESG, treating it as a
control function or compliance requirement, without internalizing its values, lesson®r the
implications for their business.

2. As ESG becomes the market standard in an industry, outperformance is achieved by companies
that have fullyinternalized the principlesunderlying ESG and have embraced sustainability as part
of their culture, in a similar fashion to companies embracing quality or safety as core to their
mission independent from their business objective of generating profits, rgulting in better run,
more forward-looking, more profitable, and more resilient companies. Companies that fail to do
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so on the other hand will remain in the mind set of twentieth-century leaders and are therefore
less likely to generate superior businesperformance over the long term, all other things
remaining equal.

3. Continued outperformance over the longterm requires a more nuanced approach to asset
selection, because while the rising tide may continue to lift all boats in terms of ESG
outperformance, as the large scale shift into sustainable investing strategies leads to a repricing
that benefits all ESG compliant assets, regardless of their underlying commitment and quality, by
definition, the alpha generated by ESG investment strategies will declirliee more widely ESG
standards are adopted, and accrue to only the leaders with the strongest commitment and quality
of assets.

Being a Greater O6Force for Goodo P

The 6Force for Goodd frameworkamd medsusiung edo mpa
fundamental commitment to many of the activities that drive long term performance. By going

beyond adherence to traditional ESG to include broader environmental and social sustainability as

well as stakeholder engagement, the frarework capturest he f ul | breadth of a col
engagement on these topics andrecognizes companies that do more than others tgoursue these

goals.

An analysisofthe7lpubl i cly I isted financial institutions i
extent of their ©6For c easedonaddee brdChodsavrgcard Total Sharteholder

Returns of Force for Good CompaniesThese companies have beem war ded an bésedo& Scor
the qualitative and quantitative factors described thereand placed in relative performance quartiles.

The financial institutions considered for the analysis differ in their respective approaches to being a

6force for goodd, | eading to diff dnescokcardseevealt s of
that the group as a whole are outliers from the industry standard in terms of their leadership and
overall engagement as a OForce for Goodd, and thi

The ongoing engagement with the active participants acrosall the quartiles has further confirmed
the findings of the 2020 report which highlighted severalcommon characteristics and areas of focus
that the most active companies shared, namely:

1. A commitment and quality of approach to ESG, sustainability and stakelders.
2. A high |l evel of integration and alignment of t

3. Quality of adaptation, innovation, and skill in designing productprocess,and business for
changes in the external environment.

4. Scale and scope of ambition in positioning the organization at the intersection of big issues,
big ideas and capital.

5. Desire to Influence changes in the global system of capital.
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In term of financial performance benchmarking the F4G scores were then coraped to a series of
corporate financial metrics including return on equity, earnings growth, and operating margins as well
as three and five-year total shareholder returns. Relative returns and financial metrics performance

by financial institutions are neasured across each quartile within the segments to demonstrate how
ESG performance impacts returns and operational performance.

Figure30-6 For ce for Good®6 Delivers Sharehol c
Total Shareholder Returns Over Last Five Years
Median Force for Good Organizations vs MSC| World Financials Index

Shareholder Returns from 31-Jul-2016 to 31-Jul-2021
For 71 companies in dataset with sufficient data

95%

68% 67% 69%

41%

12%

MSCI World All Organizations Bottom Quartile Second Quartile  Third Quartile Top Quartile
Financial Index

Quartile of 0-25th 25th_5qth 50th-75th 75th-100th
Scores Percentile Percentile Percentile Percentile
Number of
18 18 17 18

Organizations

Summary Methodology for Determining F4G Scores for Finance Industry Leaders

1. Sub-Categories Considered. Six subcategories considered for scorecard- Capital deployed towards
sustainability linked finance, policies in place for ESG integration in core business, inclusion linked
commitments, SDG and ESG considerations for loans & investments, environment, diversity & employee
policies and peer partnerships through associations,.

2.  Scoring Methodology. For sub-categories with binary responses, one point awarded for affirmative
responses. Actual amounts mobilized as a share of total assets (company + client assets) considered for sub-
categories with capital commitments towards sustainability finance and inclusion. Percentile calculated for
each sub-category to normalize the scoring between binary responses and actual finance commitments. A
final weighted average percentile by assigning equal weights to each category.

3. Weighted Score for Final ESG Scorecard. Customised weights applied for each category based on number of
institutions who have a score in the sub-category and its relative importance to five year returns and financial

metrics. The final weighted average percentile for each company based on customized weights are applied is
then marked on a total score of 5 to calculate the final ESG scorecard for the company.
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This analysis holds true across the different sectors of the finance indus@banking, insurance,and
asset managementd where in each casehe FAG scorewas highlycorrelated with shareholder returns
in all cases, as well as with sector specific operating metrics as laid out below

Figure31- Performance Across F4G Score Quartiles by Sector

1. Banksd The highest scored force for goodbankshave overthree times the averagefive-year
shareholder returns and median return on assets compared to the lowest scoring ones

3 Year Median 3 Year Median
Return on Assets (%) Asset Growth (%)

Average
FAG Score

Average 5 Year
Returns (%)

Category

Fourth Quartile 3.9 77% 0.7% 6.1%
Third Quartile 2.7 50% 0.5% 6.0%
Second Quartile 2.1 44% 0.4% 5.1%
First Quartile 1.4 25% 0.2% 4.6%

2. Insuranced The highest scored force for good insurers have nearly twice times the average five
year shareholder returns compared to the lowest scoring ones

Category

Average
FAG Score

Average 5 Year
Returns (%)

3 Year Average
Return on Equity
(%)

3 YearMedian
Premium Growth
(%)

Fourth Quartile 3.6 80% 8.4% 0.2%
Third Quartile 2.8 58% 10.4% 3.6%
Second Quartile 2.2 56% 7.4% -1.2%
First Quartile 0.9 46% 8.4% -0.6%

3. Asset Managementd The highest scored force for good banks have more than twice the average
five-year shareholder returns compared to the lowest scoring ones

Category

Average
FAG Score

Average 5 Year
Returns (%)

3 Year Average
Return on Equity
(%)

3 Year MedianAsset
Growth (%)

Fourth Quartile 3.4 156% 3.0% 4.4%
Third Quartile 2.5 144% 7.7% 12.3%
Second Quartile 2.0 142% 2.7% 4.9%
First Quartile 1.1 2% 4.3% -4.5%
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There areseveralimportant caveats to highlight with regards to this analysis. Firstly, the data set of compar
examined at n=x is small and the results therefore not particularly statistically significant. Second, the compe
examined are all established leaders the financial services industry and so are of significantly above avere
size, providing these companies with operating economies of scale relative to the market average. And thi
these companies are geographically skewed to North America and Eurbpe established markets in financial
services with clear profitability characteristics. Having said this, the analysis does provide a strong indic
indication for the positive link between engaging as a force for a good and corporate financial pedace,
particularly between the individual quartiles examined

Of course, thecorporate financial and operating uplift associated with being a force for good
represent only one aspect of the benefits it confers. Much greater than the internalized performance

implications are the positive externalities of being a
The positive externalities from doin¢ force for good, the customers included, the

good go beyond financial returns communities uplifted, the environments preserved,

. . and the sustainable activities promoted. While these
and point to a lower risk

environment in which the range of financial statements, their impact is potentially much

fundable opportunities increases more significant, andtothe  f i nance i ndustr
collective power to help change the world.The
industry today neither measures nor prices such positive externalities (just as it does not currently

benefits do not show up dire

account for negative externalities). Were these to become part of the accounting system, this would
not only likely reveal a strong correlation betwea positive externalities and financial performances, it
would also likely impact investing future investment calculations and decisions, ultimately helping to
drive systemic change.

Conclusion: A Model of the Future of Financial Institutions is
Emerging

A strategic change is underway whereby a large proportion of the industry, even among the leading
100 institutions examined for this initiative, are stuck in an old industrial financial model and a smaller
group is re-conceiving their identity and nature. The key points to note are:

Data reveals two different classes of financial institutions emergingexamining the dataset of activities

and initiatives and engaging with active participants reveals distinct differences between those that

are morenatdbadrirtconservative in their approach to
have more fully embraced what they see as a new paradigtim sustainable development and impact

financing.

The industrial model of finance characterizes modinancial institutions. The model for twentieth-
centuryl eaders has been evolving since the emergence
Second I ndustri al Revolution, with institutions d
capabilties that have defined the modern corporation, including functions like customer
management, risk management, product distribution, human resources, and investor relations. While
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each of these functions will of course continue to be critical to the successf businesses, they alone
will be insufficient in determining who the future leaders of industries will be.

An advancedsub-group is embracing a direction that is set to have a different strategy and modus
operandi. The most advanced financial institutios have embraced the view that sustainability and
making a positive impact are the direction of change and confer significant advantages if done well.
As such, they have decided to begin the process of embracing and excelling at them.

Addressing complex initiatives and measuring the impact is making them different along multiple

dimensionsThese organizations are not only | éutheayi ng

are alsomore adaptive to broader
systemic changes inltie world at

large. The organizational changes
that this transformation implies is the finance industr
driving the emergence of ambitious institutions seem to be stepping in fo
companies whose key assets and

competitive advantages look very o ] _ _
different to thno [traditionalbanking, financejnsuranceand funds

As one looks at he initiatives, the language,
market positioning, commitments and actions

governments, with agendas well beyon

leaders who dominated the finance industry irthe 20" Century.

The emerging model for financial institutions in the sustainable information age is different in almost
all ways to the past.Financial institutions embarking on the transition to next generation leadership
are accordingly changing thisstack qualitatively and with a series of additional assets and capabilities
that can provide competitive advantages moving forwardWhile no single institution has the fill stack
of practices and attributes,this new stackcan be constructed bytaking the evident best practices to
form a profil e ofCenturyenodeloktise financial instilutersof the fldude. The

key elements of this are:

1. Responsible CustodianForward looking organizations are embracing ESG as a matter of

responsible asset custodianship for their clients and for broader stakeholders based on a common
set of values, rather than as a business process driven by compliance of regulatory requirements.

2. Inclusive and Shared Goald-uture industry leaders are unloking the value of their people by
investing heavily in their workforce, attracting diverse talentnd increasing their productivity
based on shared goals and objectives.

3. Serving All CommunitiesFuture industry leaders are leveraging technology and innov&n to
drive inclusion and profitably serve diverse communities in addition to outreach based on
corporate social responsibility.

4. ResilienceThe most sophisticated companies are applying 360risk lenses to their business,
focusing on building overall corporate and financial resilience, rather than focusing on loss
exposure.

5. Caring for Communities.Global finance industry leaders will need to be equipped to address
opportunities and challenges in communities across the globe, in developed and developing
markets, opening up long term business development opportunities as we result.
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6. Investingfor Impact. The most ambitious financial services companies are embracing impact
investing not only as means of generating retur:
identifying future business opportunities ahead of the curve.

7. Networked Partnershipswith Stakeholders Major industry leaders are increasingly working
together with stakeholders includinggovernment to address local,national, and transnational
issues, helping to shape the policy and regulatory environment for the industrin pursuit of their
strategic goals, pointing to an evolution of the lobbying model to something more partnerlike.

8. Product, Service, Solution InnovationFuture leaders are also committing to solving issues of
relevance in the world today, using product and service innovain to develop solutions that have
eluded both the public and private sector

9. Mobilizing Strategic ChangeFi nal 'y, tomorrowds industry | eader
cooperate within the industry, mobilizing their peers to pool resources founited action, while
continuing to compete with them across other business areas, as well as across boundaries.

Figure32 - The Transformation of NextGeneration Finance Industry Leaders

21% Century Leader
Mobilizing Resources: Leading peers to action
Product Innovation: Solving issues of relevance
Government Partnerships: Regulatory benefits
Impact Investing: Identifying future opportunities
Serving All Communities: Variable cost structure
Better Resilience: 360° lens
Caring for Communities: Long term business dev.

Inclusive and Shared Goals: Unlocking people

20 Century Leader Responsible Asset Custodianship: ESG focus
Customer Management Customer Management

Product Offer Product Offer

Risk Management Risk Management
Distribution Distribution

Capital Management Capital Management
Operations and IT Operations and IT
Human Capital Management Human Capital Management

Investor Relations Investor Relations

Compliance Compliance

The superior performance of6 f o r ¢ e obrganizatipms s andlti dimensional: they are better run
companies, able to attract and retain more diverse and more productive talent, with more resilient
systems and processes and business strategies that position them to capitalize omghigrowth
opportunities, and with innovative products and services that differentiate them from their
competitors. While no company today has fully made this transition yet, the most ambitious
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companies engaging as a force for good have started the transfonation, providing a potential
explanation for their superior operating performance vs. their peers and the industry as a whole.
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/. SDG Funding and Impact: Record
Deployment, Challenges Ahead

SOV e—

Having recognized both the strategic importance and value of being a force for good, finance

industry leaders are increasingly embracing supporting the SDGs as priority across thefganizations
developing an increasing number of business casdbat are allowing them to commit capital at scale
in pursuit of the goals, with c.US@.1trillion in financing deployed in 2020. Further|eaders have
publicly committed to spending a further US®.5 trillion toward financing the SDGs over the next
decade.

The Leading Financial Institutions are Committing Capital at Scale

The finance industry leaders examined for this initiative have committed a tat of US$.5 trillion of

Figure33- Scaled Commitments and a Widening Focus

on the SDGs by Industry Leaders

US$9.5
trillion

Uss2.1
trillion

Cumulative commitment to date by 100 finance industry
leaders towards financing the SDGs over the next decade

Total environmental and sustainability financing
mobilized in 2020 by 100 finance industry leaders

Have reaffirmed Paris Treaty/Made Net Zero

2 86%
commitment

Have made public commitment to the SDGs 85%

Have sustainable portfolio balance targets
for their investments

76%

Explicitly targets sustainability outcomes 64%

Have disclosed sustainablility financing
initiatives

w I

ce: The FAG Foundation, Copital as a Force for Good 2021 Dataset

environmental and sustainability
financing in support of the SDGs in the
next decade, with c.US3$.1trillion of
financing deployed in 2020 towards
various environment, climate change,
and inclusion initiatives.

The industryds
rapidly, evident in the number of
institutions that are explicitly setting

focus

sustainability targets and outcomes,
publicly committing to the SDGs and to
achieving net zero emissions by 2050,
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measuring outcomes, and oféring sustainability financing products and services (see FiguBa).

Thetotal of US$®.5 trillion committed through 2030 is substantial It reflects the commitment by over
86% of the leaders examined to the Paris Treaty andet zero, the SDGs, to measuring their impact
and reporting it and offering sustainable financing products to their clients.

Leaders areembracing the SDGs andre-aligning their businesses

A substantial sib-set of the leading financial institutionsexplicitly target the SDGs, prioritizing specific
SDGs, and measuring and reporting (in varying degrees) their commitments and the outcomes
achieved, leading to a broader business reorganization aligned with thgoals. A closer analysis othe
40 companies within the data set that are explicitly targeting the SD&and providing the most
detailed reporting on their sustainability financing commitments and impact targetseveak both the
scale and the breadth of their engagement, with éroad array of goals targeted and significant
commitments made in their pursuit.

These leaders appear increasingly aligned with the overall financing requirements for the SDGs, and
are investing rot only in the environment and climate-related SDGs, but alsan the SDGs relating to
human development and infrastructure, with both large scale investments to finance the energy
transition and initiatives across health, education, financial inclusion,fiastructure, water and other
areas which are being neglected by others, leading the industry in the direction of a more holistic
approach towards financing the SDGs. The table below breaks down the financing by the 40 SDG
leaders by allocating it to spedic SDGs and/or categorie¥: Mapping this financing to the SDGs
reveals the areas of specified focus (green space), of general focus (grey space) and the goals which
are currently not be targeted with spending (white space).

Figure 34 - Comparing Focus by Leaders Across SDGs

Freeing Human Potential Saving Our Planet Bullding Enabling Infrastructure Creating a Shared Prosperity
T3 =1 B [ == 1 smms wzs V=
) Total Owned and Total Annual SDG _4‘/*. (E"J’v LY o W ﬁf Y, ®

Financial Managed Assets (USSbn) _Financing (US$m) -
Institution 1 >US$4 trillion 39,000
Institution 2 >US$4 trilion 1,76,400
Institution 3 >US$4 trillion 42,174
Institution 4 >US$4 trillion 55,106
Institution 5 >US$4 trillion 1,00,000
Institution 6 >US$4 trillion 4,10,800
Institution 7 >US$4 trillion 11,564
Institution 8 USS$2 trillion-US$4 trillion 9,660
Institution 9 USS$2 trillion-US$4 trillion 326
Institution 10 USS$2 trillion-US$4 trillion 63,300
Institution 11 USS$2 trillion-US$4 trillion 1,56,000
Institution 12 US$2 trillion-US$4 trillion 25,130
Institution 13 US$2 trillion-US$4 trillion 41,900
Institution 14 US$2 trillion-US$4 trillion 1,042
Institution 15 US$2 trillion-US$4 trillion 1,22,120
Institution 16 USS$2 trillion-US$4 trillion 38,549
Institution 17 USS$2 trillion-US$4 trillion 7,629
Institution 18 US$1 trillion-US$2 trillion 1,30,000
Institution 19 US$1 trillion-US$2 trillion 84,042
Institution 20 US$1 trillion-US$2 trillion 69,496
Institution 21 USS$1 trillion-US$2 trillion 10,614
Institution 22 US$1 trillion-US$2 trillion 21,544
Institution 23 US$1 trillion-USS$2 trillion 59,556
Institution 24 US$1 trillion-USS$2 trillion 10,879
Institution 25 USS$1 trillion-US$2 trillion 11,517
Institution 26 US$1 trillion-US$2 trillion 33,690
Institution 27 USS$1 trillion-US$2 trillion 49,680
Institution 28 US$1 trillion-US$2 trillion 8,560
Institution 29 US$1 trillion-USS$2 trillion 23,582
Institution 30 <US$1 trillion 29,006
Institution 31 <US$1 trillion 38,716
Institution 32 <US$1 trillion 27,258
Institution 33 <US$1 trillion 907
Institution 34 <US$1 trillion 6,304
Institution 35 <US$1 trillion 4,189
Institution 36 <US$1 trillion 3,318
Institution 37 <US$1 trillion 1,996
Institution 38 <Us$1 trillion 3,734
Institution 39 <US$1 trillion 4a1

40 <US$1 trillion 1,393

39,188 59,486 1,14,830| 1,46975 558873 25317 27,201 37,682 2,86403 67,101 156,982 | 87,832 53,274 1,383,258 70,879
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Finance Industry Leaders’ SDG Focus (% of Companies Targeting Each SDG)

98%
85%
78%
70%
55%

&
n.r

S

B =
O Wl

8u=
Note: 40 companies with USS89tn of assets considered for analysis

38%
0,
30% gy
0y 0,
I 23%  23% S

Note:d Yesd response marked for SDG 16 indicates the institutiol
SDG 17 indicates the institution actively partnering for the goals

The total value of the commitment for most institutionsis in the billions, reactesto the hundreds of
billions for the largest companies.

Figure 35 - Comparing Commitments by Leaders Across SDGs

Freeing Human Potential Saving Our Planet Building Enabling Infrastructure Creating a Shared Prosperity

Iz =3 1 = == ==
el I EEELEFETEELN T T
Financial Institution Assets (USSbn) Financing (US$m)
Institution 1 >US$4 trillion 39,000 - - - 78 - - 8 8 - 7.8 - 8 -
Institution 2 >US$4 trillion 1,76,400 2 78 Ye:
Institution 3 >US$4 trillion 42,174 62 837 Ye
Institution 4 >US$4 trillion 55,106 ) Ye
Institution 5 >US$4 trillion 1,00,000 - 2 2 Ye
Institution 6 >US$4 trillion 4,10,800 - - 64,775 64,775  2,16A7: Y
Institution 7 >US$4 trillion 11,564 = Ye:
Institution 8 US$2 trillion-US$4 trillion 9,660 - 1,071 1,071 26¢ Yes
Institution 9 US$2 trillion-US$4 trillion 326 Yes
Institution 10 US$2 trillion-US$4 trillion 63,300 Yes
Institution 11 US$2 trillion-US$4 trillion 1,56,069 Ye
Institution 12 US$2 trillion-Us$4 trillion 25,130 Ye
Institution 13 US$2 trillion-US$4 trillion 41,900 Ye
Institution 14 US$2 trillion-US$4 trillion 1,042 Ye
Institution 15 US$2 trillion-US$4 trillion 1,22,120 Ye
Institution 16 US$2 trillion-US$4 trillion 38,549 Ye
Institution 17 US$2 trillion-US$4 trillion 7,629 Ye:
Institution 18 US$1 trillion-US$2 trillion 1,30,000 Ye
Institution 19 US$1 trillion-US$2 trillion 84,042 Ye
Institution 20 US$1 trillion-US$2 trillion 69,496 Ye
Institution 21 US$1 trillion-US$2 trillion 10,614 Ye
Institution 22 US$1 trillion-US$2 trillion 5,674 Ye
Institution 23 US$1 trillion-US$2 trillion 59,556 Ye
Institution 24 US$1 trillion-US$2 trillion 10,879 Ye
Institution 25 US$1 trillion-US$2 trillion 49,680 Ye
Institution 26 US$1 trillion-US$2 trillion 33,690 - - - - - - 9,503 138 10,986 Ye
Institution 27 US$1 trillion-US$2 trillion 11,517 - - - . 2311 - - - 3,069 3,069
Institution 28 US$1 trillion-US$2 trillion 8,560 Ye:
Institution 29 US$1 trillion-US$2 trillion 23,542 Yes
Institution 30 <US$1 trillion 29,006 63 3 ve Yes
Institution 31 <US$1 trillion 38,716 Yes
Institution 32 <US$1 trillion 27,258 Ye
Institution 33 <US$1 trillion 907 Ye
Institution 34 <US$1 trillion 6,304 Y
Institution 35 <US$1 trillion 4,189 Ye
Institution 36 <US$1 trillion 3318 Ye
Institution 37 <US$1 trillion 1,996 Ye
Institution 38 <US$1 trillion 3,734 Ye
Institution 39 <US$1 trillion 441
Institution 40 <USS$1 trillion 1,393

39,188 59,486 1,14,830 | 1,46,975 5,58,873 25,317 27,201 37,682 2,86,403 67,101 1,56,982 87,832 53,274 1,83,258 70,879

Note:6 Yes® response marked for SDG 16 indicates the institutior
17 indicates the institution actively partnering for the goals
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SDG Funding Gg Remains High

The world is at the early stage of funding the gap

The analysis described itChapter 2 of this report points to a total funding requirement of US$L1.60
14 2trillion per annum. Hence, the commitment of US$.5 trillion for the decade to 2030, and the
actual spending of US®.1trillion during 2020, can only be the beginning of determining how to fund
the SDGs. Importantly, this gap varies significantly acrofise four categories of SDGs with current
spending priorities misaligned with the overall funding need as the figure below highlights.

Figure 36 - Mapping Current Sustainability Financing to the Total Funding Gap for the SDGs

Estimated Annual % of Total Funding by % of
Category Funding Gap for SDGs  Total Industry Leadersin 2020 Total
People US51.6-2.0tn 21% USS0.2tn 10%
Planet US$51.7-2.3tn 23% USS0.8tn 40%
Physical & Virtual Infra. US$3.2-3.7tn 40% USS0.6tn 29%
Prosperity US$1.3-1.4tn 16% USS0.4tn 21%
Total US5$7.7-9.4tn 100% Uss$2.1tn 100%
Decline in External Finance
For Developing Countries in 2020 US$0.7tn
Total Developing Country SDG US$8.4-10.1tn US$2.1tn

Funding Gap

Notes:
®  The funding gap represents incremental funding required while the funding by industry leaders is o total number
= The 2020 sustainability funding by the 100 industry leader in the dataset has been split into the categories based on the types of products financed, and is indicative given that

most institutions do not report @ detailed breakup by SDGs
v Additionally, the geographic allocation of the 2020 sustainability funding by the 100 industry leaders is not available, so it is not possible to ascertain how much of this finoncing

was going towards addressing the funaing gap in developing countries

In addition, the categories of Peace and Partnership (represented by SDG 16: Peace, Justice and
Strong Institutions and by SDG 17: Partnership for the Goals) do not appdarreceive material direct
funding from private sector financial institutions nor have any of the previous cost estimates for the
SDGs included these goalsThis is due in part to both the absence of commercial business cases for
these targets as well ago the geographic mismatch between large pools of capital and the countries
where the need is greatest. More fundamentally though, these goals, in particular peace, are seen as
prerequisites for the participation of much of the private sector financing istitutions, rather than as

an investment opportunity. For many institutions, risk factors like conflict, corruption and a weak rule
of law represent insurmountable barriers for deploying capital, often particularly for those institutions
with strong ESG pdicies prohibiting investments based on governance deficiencies.

Stakeholders will need to work together to change priorities, make more SDGs fundable

Three SDGs receivenost of the private sector funding, climate change, clean energy and sustainable
cities and communities, with least funding being provided to life under water, life on land and zero
hunger.
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Figure 37 - Annual Financing Mobilized by Industry Leaders by SDG

(All numbers in USSbn)
558.9

286.4

183.3
157.0 1470
114.8
87.8
70.9 67.1 59.5 s3.3

Fi EREEEEaEEAaa

A strategic perspective will be required if thraix of fundingis to be balanced

When grouped into the four categories of SDGs, there are significant variations in the level of funding,
with people and their prosperity receiving only approximately half the level of funding that flow into
the planet and infrastructure categories.

Figure 38 - Annual Financing Mobilized by Industry Leaders by Category

(All numbers in USSbn)

Climate-related | | Renewables | 1‘ Affordable | : Financial f
investments : | capacity 1 | housing I | inclusion |
558.9 : i ! loans : jmvestments:

286.4

. ; 183.3 |
1 147.0 3 157.0
114.8 |
59.5 i
39'2 . E ‘
T 'E s Rl 0=
_),'/‘ | ~4 B =
e : o @ =
People Planet Physical and Virtual Prosperity
Infrastructure
US$216bn USS$747bn USS557bn US5423bn
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While closing the SDG funding gap is not a responsibility of the finance industnyer se(it is not their

or

fiduciary mandate to do so), the |l eading institut

role within a multi-stakeholder effort. While dher stakeholdersd individual investors who allocate the
majority of global assets, governments who are responsible for fiscal policy and public investments,
and corporations who are often the recipients of these investment$ all have critical roles to pay, the
challenge of funding and the fact that the finance industry manages or controlsno st of t he
capital, it is in the interest of the industry to lead in creating a holistic approach to financing the SDGs.

Conclusions: Good progress but a co llective solution is required as
well as continued action by individual financial institutions

Financial institutions that are aligning most strongly to the SDGs are also the most successfihe
evidence is clear that there is a correlation betweefinancial performance and alignment to the SDGs.
It is reasonable to conclude that, by aligning as they have, the best aligned institutions have also
lowered their risk profile relative to other financial institutions.

The overall volume of SDG financingsiinsufficient, and its allocation is imperfect.

A The finance industry cannot provide the funding alonelUS$11.6.4.2 trillion that is required
annually to fund the SDGs. Even if the entire finance industry was hypothetically investing the
same ratio of thetotal assets into the SDGs as the 40 companies explicitly focusing on them
profiled in this report, the total amount of annual implied SDG funding would rise to c.US$8.3
trillion.

A Climate itself needs more funding, but the other SDGs that are connecteatclimate also need
to be funded. The extent of focus is striking: ¢.44% of current funding is focused on climate
change related goals when these two goals only accounting for ¢.22% of the total SDG funding
requirement. This is to be expected given that atrong business case has been established for
renewables and green investing. However, the climate targets are unlikely to be met if the other
SDGs relating to uplifting the developing world economically and socially are not sufficiently
addressed.

A Most of the funding is going to climate transition in advanced economiesThis is natural but it
leaves developing countries with greater shortfalls. While most institutions do not specifically
indicate the location of their sustainability investments, it is app@nt from the analysis of the
disclosed information that most of the current spending appears to be allocated to advanced
economies to fund their climate transitions.

A Significant shortfall in funding for human, economic, and social SDG$he funding required to
meet the SDGs related to People and Prosperitgre chronically underfunded, accounting for
c.40% of the total need, but only32% of actual current funding by finance industry leaders. As
the shortfall is unlikely to be made up elsewher@ from local government transfers, charities,
government aid, international organizations, and other stakeholder$ these goals stand to be
unmet.
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The current funding gap creates strategic risk for the finance industry as well as society more
generally. This strategc risk has several components, including:

A Transition RiskWhile finance industry leaders in 2020 deployed US4 billion in renewable
energy and low carbon investments, the industry as a whole also deployed US$7b0lion to
finance fossil fuels over thesame period. While some of this funding is intended to support
incumbent fossil fuel industries in their transition, not all of it can be justified in this way today
and it would not take much for public attitudes to change such that all financing of fossifuel
industries is viewed as tarnished.

r

A PerceptionriskCr i tics are increasingl-washiengotansugg§pe

washingo risk. 't will become increasingly i
outcomes both to mitigate this risk and to align the financing better with the requied
investment areas and specific SDG objectives.

A Legal RiskSustainability and particularly climate change is becoming an issue of legal risk. A
recent landmark ruling in the Netherlandsheld the oil and gas major, Shell, legally responsible
for its role in the climate crisis, ordering it to reduce its emissions by 45% in under ten years. A
recent legal opinion concluded thatgovernments could face litigation over their export credit
agenciesd continued financi ngesoyersdad€’¥vhile| f uel
financiers are one step removed from the producers of carbon emissions, it is becoming more
widely believed that they too risk facing litigation in the future and saoface similar risks to others
in the future.

mf

i

A FiduciaryRiskAs t he all ocator of capital equal to 83%

finance industry in effect manages al most al l
bear responsibility for managing the funding of most if notall its challenges. With the argument

that investors have no wider responsibility than to generate returns being challenged by both

their customers and shareholders, and the legal grounds for a broader mandate becoming

clearer’® the case for a fiduciaryto act for stakeholders is set to emerge as a major issue.

A Societal RiskAs the most visible stakeholders in the financial system, the finance industry risks
being held accountable by the public for any failures of the system overall. The Occupy Wall
Street protests provide an example of broader economic inequality targeting financial
institutions as a proxy for the system and this then became part of the populist agenda in a
different guise. The finance industry risks being in a similar position today dns already
beginning to be targeted by climate activists for their fossil fuel loan portfolios. Importantly, with
social media amplifying public sentiment and the ability of individuals to act collectively, the risk
institutions face can quickly go frommerely reputational to existential, driven by mass
movements to boycott businesses.

A Regulatory RiskWhile finance industry leaders are stepping up efforts to fund sustainable
development, the industry as a whole has done very little in this respect to de. If the industry
fails to mobilize and develop funding solutions to be deployed at scale, it faces not only
reputational risk, but the risk of increased regulatory and legislative action, with governments

100

t



6Capital as a Force for
7. SDG Funding andmpact: Record Deployment, Challenges Ahead

stepping in to mandate actions that the industryis perceived to be unwilling to take on its own,
not dissimilar to the regulations placed upon it following the Global Financial Crisis.

Individual institutions will likely be impacted by the overall strategic risk for the industrylhe transition
to a net zero world, and more broadly sustainable information age, is driving the rise and fall not only
of companies but of entire industry secors. While the finance industry will of course endure, many of
its members may not, rising and falling with the sectors that they choose to back. Institutions will be
defined by the extent to which they adapt to the new customers, financing models and pragcts and
services that will help facilitate this transition risk.

The underlying problem is nevertheless collective not individual, and it needs a collective solution.

Individual institutions can and will make decisions what they see to be theirown andthite i r c u,st o me 1
sharehahdlecd b entsd best interests. Further, oppor
greatest in the more developed economies, simply because of their size. However, this report

demonstrates repeatedly how the funding of the SEBs is an issue for all humankind. The existing

political and economic structures are not on track to resolve this and a new blueprint for financing is

required. Developing that blueprint is an urgent priority.

The leading financial institutions have made substantial shift towards funding and measuring against
the SDGs with many declaring this in their sustainability strategies. However, this is a multi
stakeholder challenge and time is running out, and with less than a decade left to meet the SDGs, a
detailed blueprint is required encompassing various stakeholders to map the investments required to
meet all 17 goals, the current investments in these areas (and therefore the additional funding
needed), and the sources of capital for the gap. Such clarityrofinancing the SDGs could create a
more comprehensive planto fund the requirements. The nextchapter considers therole of other
stakeholders in this critical and growing challenge
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8. Stakeholders Across the Broader Finance
Ecosystem

The challenge of financing the solutions for climate change and sustainable development is not one
that the finance industry should, or can, bear on its own. The scale of the funding challenge is simply
too large for the finance industry to address and requires alignment acrossstakeholders including
individual savers, governments, and corporations. The inherent limitations and mandate restrictions
for finance industry leadersprovides the space for otherstakeholdersto help fund the transition, and

in the process, they will become both competitorso and collaborators with the finance industry.
Financial hubsgovernments,development finance institutions, large technology companies,
innovative financial technology disruptors and the individual can all ply a critical role in financing
sustainable development and will play a critical role in determining whether the world is able to rise to
the challenge of the SDGs.

The Finance I ndustryds Transition
Age

While finance industly leaders have demonstrated their increasing ambition to make an impact for
good and play a critical role in the worldds suryv
participants which are potential allies and competitors. These include thedividual, government and
related agencies and corporations. As thanalysis of the stock andlow of funds analysis inChapter 3
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shows, these are also powerful allocators and/or managers of capital. These stakeholders interact
with the finance industry in myriad ways, collaborating, competing anés potential catalysts for
bigger changesthat may transforming the financial system a a whole.

This year6s study points to some of the critical
in the future, including:

1. Disruption in global financial hubswhich are the nerve points of the financial systenand are
set for criticd changes in their power position based on geepolitical and geo-economic
changes.

2. Individuals who collectively ownc.75% o f t h eet fimancidl ab€ets and generate.80%
of its consumption, are being empowered through digital inclusion as bothconsumersand
investors

3. Technology companies as a platfornfor collective action have provided individuals with the
means to exercise extraordinary power in politics and social movements, and this is set to
impact finance and business togin potentially equally disruptive fashion

4. The next generation of specialty fintech solutions create new marketa developing new and
innovative solutions to what seemed like intractable funding problems, and some of these can
scale to become the giants of the future ad while others arelikely to be bought and scaled
by established financial institutions.

5. Governments across the worlchave an imperative tounlock investment opportunitiesif they
are to attract capital creating the conditions for private sector capital deployment

6. Development finance as a theme and capability that is growing in diversityncluding in new
regions such as rising Asia and in the private sector.

Changes in the Hubs Through Which Money Fl ows

A major challenge for the finance industry is that its very context is in flyxoperating in a period of
global discontinuity which is transforming the world in terms of how the world order works. Beyond
the shift to the information age and the shift to a more sustainable way of doing business previously
described, the world is also undergoing a transition to a multipolar world order driven by four
superpower blocks: the US, the EU, China, and India. These discontinuities are reshaping the power
dynamic for the dominant financial hubs to date, and resulting in some major hubs eroding their
position, while other rise to prominence.
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Figure 39 - The Expected Position of Major Global Financial Hubs, 202050
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A closer analysis of the metrics that drive the success of financial hubs leads to several important
conclusions

Power of scaled sophisticated financeT h e wo r | d 6 ssmigenthub,eNew Youk,has the

established base and scale to continue to be at the center of global capital flows, particularly given its
increasing focus on innovation, sustainability, andidgi t al technol ogi es, and Lo
maintain its position too, for a while.

Geopolitical power,sustainability,and technology. America is well positioned with both New York and
San Franciscot wo of the worl d&s mo s tOthes that thdt cah catchwpand i n t h
join the US in the coming decades to 2050 on one or more of these fronts include the EU and China.

Four superpower blocs emergeAmerica, the EU, and increasingly Oh&, as well as their cities, emerge
as the dominant players across many categories, reflecting their countries continued economic power
and the depth of capital in their domestic markets, with India increasingly showing the potential to
join that group as an Asian power.

America and China, and New York and BeijingAn increase in the relative importance of three factors,

the O0Economic Power of Countries and Bl ocsd6 which
Countries and Blocs" which isdrivenbyrtade and i nvestment, and the " St
Base" which is driven by asset base of financial institutions in the hub, by very little would see Beijing
surpass New York City as the.worldds |l eading fina

Hub and spoke model for brge and leading countries and blocsCountries with multiple financial
centers such as the US, EU, and China have the chance to create a hub and spoke model with one

core hub (such as Beijing for China) and satellites (such as Shanghai and Shenzhen fojiidg and
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gain advantages that others cannot replicate, particularly as all three are much like continents with
diverse industries that matter to the future of a sustainable information era.

Split into strategic decisionmaking hubs and distribution hubs.Given the requirements of power,

scale and strategic decision making, many face a relative demotion from global leadership positions

to regional distribution centers for pooling capital and distributing products, but not as strategic

allocators of capitalt hat sol ves t he woBelngparsoftheiglpbplesystem, inked b | e ms .
to multilateral institutions, trade flows, trading blocs matters and in this regard some such as London

and Hong Kong haveseentheir positions hurt for local political reans, jeopardizing their relevance

in an interconnected world.

Population and financial inclusion matter Countries or blocs with huge populations, such as China
and India, if they can navigate out of poverty and drive financial inclusigrcan create the bggest
consumer base and therefore financial users in the world.

This has profound implicationsfor which countries and financiers control the global flow of capital,
and therefore set the rules of that flow. This control is set to dramatically change ovéime as the
dominance of various countries and their hubs changes, leading to the concentration of finance and
financial institutions from the US, China, EU, and later India, as the most powertubiters of what gets
financed between now and2050. The alignment of these countries on financing the SDGs and the
creation of a common agenda for doing so is critical if the 2030 targets are to be met.

Individuals , a Connected, Networked and Powerful Collective

The majority of anddnevewargedpofogionofdaigpannua $pending is in the

hands of private households and ultimately controlled by individuals Recognizing that theoptions

availableto individuals varies significantly due to differencesacrossgeographies, incomes and
circumstances,he col |l ecti ve choi ces odsintestes, corsumerd,asl 7. 8 b
citizens wil/l ultimately decide which of the worl

Figure40 - Current State of Global Financial Inclusion
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Consumption is key and it is controlled byindividuals. Consumption represents over 70% of annual
global output, nearly 80% of which is in the hands ofndividuals. Their US$49 trillion of annual
spending is equal t ototal stack df tgtal Aeblifuid adsetstatdeeprasentslad 6 s
critical flow in funding systemic change, (recognizing that the level of discretion availabln a given
dollar of consumption will vary).

Increasingdigital inclusion will unlock ¢.70% of the global populatonNear |y 70% of the w
population today is not fully financially includedtoday. Digital technology will increasingly reach and
unlock these5.6 billion people as both investors and consumers.

A lack of financial inclusion creates the risk of increased conflict and migratiorShould governments
and the private sector fail to financially include these populations in their own countries, many will
choose to move to countries which are perceived to offer greater economic opportunities, triggering
further mass migration and the conflicts and security risks that come with it.

The worl dd&s | oweincons papulation of&.6 billiori "*ds gdteatially a highly disruptive

global force for the status quo. When networked, connectedand mobi |l i zed the worl d
aspiring have significant potentialto disrupt the status quo socially, economically, and politicallgs

voters, protesters, migrantsor as revolutionariesif ignored and left in poverty. And if nurtured, they

become a new and vibrant class of consumer, investpand participant in the world system

At current levels of dobal income distribution,t h e wo r btd26sowrr 86% df ies total wealthThe

influence of the rest of the world on how money is spent however goes far beyond thénvestment of

their financial assets andincludes theircontrol of 80% of annual global consumption,their

determination of elections and politiciansthat determine public spending, and their ability to create

movements that favor and alienate other stakeholdersThe mandate to act for the finance industry

and other stakeholderswill therefore come not only from the smallminority of the population that
ultimately owns t he ma jtoday,ibutiywilcalso conedromitmed ust ryds as
empower ment and inclusion of the rest of the worl

0Bi g Tech6dEmpdwaring Colteatige Action

Given the critical importance of individuals in allocating the capital required for both survival and

thriving, the players who access them and empower their spending and investment decisions are of

critical importance in the finance irdustry. Big Tech companies have created digital platforms with
unprecedented global reach that provide deep insights into the behavior of individuals consumers.

The reach of major tech platforms to over half th
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Figure4l- The Growing Reach of Major Social Platforms
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Deep Consumer Access Has Created Unprecedented Valugeven of the ten most valuable
companiesintheworldaret ec hnol ogy companies, and the worl dds
(valued at US8.7 trillion) are worth nearly sixtimes as much as the five most valuable financial

services companies (valued at US$5trillion),” reflecting the value of the deep rdationships with

individuals their platforms have created, among other things.

Nine out of Ten Global Internet UsersCurrently Reachedby the Leading Tech Companieswith 4.0

billion uniques o c i al media users, over hal BigTebheAmagr | d&s p
these, Facebook has 2.8illion active users, Google maintains a global market share of internet

searches of over 90%, and Amazon represents half of all UScemmerce d allowing these companies

to generate unprecedented amounts of dataand insight on their customers

Public Opinion on Big Tech Shifting to NegativeCreating a Need to Reposition for Good. The

concentration of monopolistic power among major platforms, concerns over personal data usage and
privacy andthe abuse of socialmedia platforms enabling the propagation of fake news and

misinformation is driving a negative shift in the public perception by both consumers and
governments of an industry that widely perceives

The O6Force dtoirv eGo oddfd tlmd tT e c h Earlywbthge Relative fotke FlBangea g e me |
Industry. Big Tech companies were early adopters of ESG practices and poligiasd have also

excelled at corporate level sustainability initiative&, and several companies have set targets for their

operations to go carbon negative before the end of the decade. However, few tech companies have
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developed business cases that align purpose and profit to become meaningful forces for good in the
world relative to their value, size,and reach.

The Industry is Becoming a Leader in Renewable Enerd@yt Has Not Yet Strategically Unlocked the
Potential of its Platforms fora Broad ImpactTech compani es have become the
corporate purchasersofck an energy, setting targets for <c¢cl ean
consumption’. Given the massive power needs of data centers and IT infrastructure in general, these
commitments are significant in terms of their impact and scope. However, their use ofieir platforms

to directly initiate large projects with significant global impact on socialhuman development, and
environmental challenges is still in its infancy.

Its Opportunity to Empower Individuals for Funding Change is Likely Unrivalle@® i g Tudimated s
opportunity as a force for good lies in its ability to empower and unlock what will soon be nearly

every individual in the world as a decision maker in consumption and investment, as to the ultimate
owners of 63% of t he cialassets dstgsoupgpandprevding thempthe d f i nan
opportunity to facilitate mass funding for change.

While Big Tech platforms have the potential to di
their customers, few Big Tech firms have to date dispj@&d an appetite for competing directly with the

traditional finance industry. With Silicon Valley/San Francisco set to emerge as a top five global

financial hub by 2050, the partnership between the finance industry and Big Tech is a highdtrategic

one for both parties. The tech platforms either consciously or without their involvement, as hosts to

the individual across the world, is likely to be a powerful conduit for the impact of the individual on

the theme of sustainable development. Tk challenge will be whether that is a strategic intent for its

most powerful players, as it has been in the finance industry and in doing so they will transform too.

Fintech Innovators Disrupting Traditional Models

The bigger changes to the traditional finance i nd
disruptive FinTech platforms that have emerged in the last decade, leveraging technology to deliver

financial products, and services which if scaled can augment and hold the potential to disrupt the

traditional finance ecosystem. These FinTech disruptors are digermediating and democratizing

finance by using technology to create highly scalable products and biisess models, by driving down

the cost of delivery, becoming far more efficient than traditional finance institutions and by increasing

the transparency in the system for customers. Based on these drivers, the FinTech industry and its

leading companies hae seen rapid growthand inflows in funding.
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Figure42 - Increasing Scale and Value of Fintech

Growth in Number of FinTech Unicorns
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Source: CB Insights
Note: 1) Total PE, VC Investments and M&A during the year

SourceCB Insights 2021

A number of FinTech companies have scaled rapidly over the last decade, in some cases collaborating
with traditional finance institutions and in other casesircumventing them to build a direct touchpoint
with the customer, rendering the financial institution into meely a conduit for funds. In the coming
years, FinTech innovators are wepositioned to benefit from the rise in sustainable finance, and while
there are a wide variety of FinTech companies, their ability to disrupt traditional finance players can be
seenin a number of such platforms that are driving the sustainable investing transitian

Breaking New Ground inUnlocking Opportunities Outside of Traditional FinanceFi nTech &és i ni t
targets have been on market, product, and customer opportunities outside of the focus of the

traditional finance industry, using technology and innovation to access and unlock these

opportunities.

Significant Competitive Advantages Estaished. Given their access to technology and innovation and
the superior cost structure of their (largely digital) operations, many FinTech companies can
successfully compete directly with financial services companies across a range of products

Disintermediation of SpecialtyTraditional Finance UnderwayFi n Tech compani esd uni g
lies in their ability to deliver functionality to customers that are agnostic to the underlying financial
product. Online and mobile payment services for example aaseamlessly link into credit cards,
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PayPal accounts, or checking and savings accounts in a manner that makes the invisible to users,
allowing them to transact without engaging with the underlying financial service providers.

Majority of FinTech Challengrs Face Limits to Scalingdowever, the majority of FinTechs seeking to
challenge traditional finance players will likely face limits to their scaling given the absolute size
disadvantage they suffer from. For example, the largest online bank in the US faaised nearly US$15
billion in equity capital to amass c¢.15 million customer accounts, less than a third of the digital banking
users of each of several of the major US banks have.

Multiple FinTech ModelsEmerging Pointing tothe Potential for Systemic Gange and a Broader

0 De moazatior®dt io f Frheneaam a mumber of FinTech models and categories that are

di srupting the sustainabl e i nv e sdtharabpw indivaualsiot i o n,
connect to finance each other, or borrovers outside of the traditional finance system to borrow or

rai se funds ¢ ommer dhatahéld dyive capitBl kowands addressing olimatecchasge,
6Physical and Vi r t uthatdidinterimedate traditiooat finanaabseriédsn Te ¢ h s
providers, democratizing the access udingtedhnologgnci al
and data to drive financial inclusion.

The potential of Fintech leaves traditional financial serviceith a risk of missing growth segments and

as these scale (often byfunding from more established financial institutions)poses the threat to those

that do not adapt of being left with undifferentiated products and services being delivered at a cost

structure that is neither competitive nor sustainatd. However, the likely challenges to scaling that

many FinTech challengers will face may limit the number of competitors with the potential to displace
todayos financial | eaders. Moreover, many <chall en
by traditional competitors who can integrate their technologies and IP to compete more effectively
themselves.

Governments0  Ria Undocking Investment Opportunities

6Devel opmentd spending further i copseraiancectrityand , heal
other social goods has traditionally been the role of national gvernments. However, withthe funding
needforg!l obal sustainable devel opment far exceeding

nations, private investors wllneed to supply the vast majority of the funds required to meet the SDGs.
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Figure43 - Public Financing Available for SDGs in Least Developed Countries
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National government have an insurmountable gap tofund the scale of change required While
governments (including central bafmdnga)asseseandt r ol nea
represent over 20% ofglobal spending annually, the majority of these funds are tied to existing
national spending priorities, wit h inamylyearAlhbugh ma | I
sovereign wealth fundsare a relaively small part of the capital of the world ¢epresenting 4% of asset
gatherer-allocatorsd ¢ g, phieytaee influential, but have much to do as a group to exert influence on
sustainable investing.

Significant emer gency as apeaietsibricht weserntetoeomiésbut nmotkfor o f
the SDGs Given significant emergencies however, governments (and central banks) can step up as
lenders,investors,and consumers at scale, as the US$20 trillion of fiscal and monetary stimulus the

G7 nations during 2020 demonstratedHowever, given the recent stimulus, the capacity to do enough

to meet the SDG gap isunlikely to be forthcoming given the scale of the shortfall.

ESG cuts both ways, making investing compliant to high standards arekcluding countriesthat do
not meet them. Developing countries, particularly least developed countriewill likely see the
challenge to attract funding become more acutegiven both the risk requirements and the rising ESG
requirements of private sector investorsThe challenge of making local opportunities investible by
ensuring peace, justice and strong institutions will need fundamental thinkingpr a tier of countries
not to be excluded by the ESG movement itself.

Developed countries have a role to play in direct financingbut this is insufficient on its own to close
the shortfall. Developed countries, acting through theirnational aid agencies havean important
direct investing role to play, providing low-cost financeto bridge the gap in countries and
opportunities that do not qualify for commercial lending, as they have often done in the pastthe
challenge of how to do that without making bad loans andcreating dependency remains.

Governments can drive capital flows to priorities through policy and executiarbut not at the expense
of creating a robust system of wealth creationGover nment sd most i mportant |
capital flows is through pdicy making, setting the rules of engagement and providing incentives that
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l'ink the worl dds deepest pools of capital to the
destination of capital flows. If this is to be robust it would need to resultri a robust system of wealth

creation, avoiding the many traps of suboptimal capital flows, disincentives, outflows and ultimately a
corrupted system of capitalism.

With only limited direct spending cgpacity governments will need to facilitate private inestment into
solving the worl dds bi gge.Develapédarndlderelopiegsoulitresbdth o pp o r
have important, although very different, roles to play in this regard.

Role of Development Finance Increasing in Importance

Development finance has traditionally been the remit of development finance institutions (or DFlIs
and multi-lateral development banks (or MDBSs), like such as the World Bank, institutions with a clear
mandate” and long history of financing development.As government and quasigovernment
institutions, MDBs and DFIs have an inherently low cost of capital and their financial objectives are
typically limited to being selffinancing rather than maximizing profits, allowing for a broader focus on
developmental and environmental goals and soare well-suited to funding the SDGs and helping
developing countries to transition their development.

Figure44 - Largest MDBs and DFIs by Annual Financing

Annual Financing Date of

MDB / DFI (ussSbn) Establishment
European Investment Bank (EIB) 74.4 1958

The World Bank Group 65.9 1944
Asian Development Bank (ADB) 21.6 1966
Inter-American Development Bank Group {IDB) 16.0 1959
European Bank for Reconstruction & Development (EBRD) 11.8 1991
International Finance Corporation (IFC) 11.1 1956
Islamic Development Bank Group (IsDB) 7.8 1973
African Development Bank (AfDB) 7.3 1964
New Development Bank (NDB) 7.2 2015
Council of Europe Development Bank (CEB) 4.7 1956
Asian Infrastructure Investment Bank (AlIB) 4.5 2016
Total (Top-11 MDBs and DFls) 232.3

SourceAllB
Mandated Positioningisasthe Or i gi n al 6For ce f oDevabpnoedtiinadfce om | ncep

organi zati ons®d man ddotcefsr gogpddis ihe finamae industrg, maviagbeea
established to fund development,growth, and prosperity, and having been arly leaders in ESG.

Their Focusis on the Most Critical Issuesincluding the SDGsDevelopment finance has traditionally
focused on many of the most critical issues facing the world, providing inclusiefinked finance and
infrastructure development for developing and least developedcountries and aligning closely the
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SDGs. Major investment areas during 2020, for example, included renewable energy, green,
sustainable, and social bonds, public health infrastructure and education and trairgn

Significant Experience in Managing Risthat the Private Sector Does Not AddressMany DFIs and

MDBs haved decades of |l ong track records in fundi
developed regions, both making and losing money, provide then with significant experience in

managing country and product risk and in structuring investments.

Engagement Model Provides Deep Expertise in Investing for ImpadFIs have always engaged and
worked closely with customers and borrowers to pursue positerimpact for its investments,
positioning them among the pioneers of impact investing.

Established Partnership Model8eing Deployed, Available to ScaleMDBs and DFIs tend to work
closely with both government s ( b otvate Seator fshamceor and
providers, by setting common standard$® and co-financing opportunities, often at lower returns,

rather than trying to supplant them.

Absolute Funding Scale Remains Marginal in the Context of Global Capital Sto€kespite their

increasing scale and importancedevelopment institutions are a fraction of the size of their private

sector peers, with the top 11 MDBs/DFIs having US$232 billion of annual financinghiled P Mor gan d s
newly launched forprofit Development Fnance Institute, which leverages third party capital to fund
projects, deployed US$146 billion of capital in i
combined.”

Significant Potential Additional FinancingExisting capital adequacy frameworks of MDBs limit their

ability to provide further funding. There isthe potential to unlock US$500 billion to US$1 trillion of

additionall endi ng, whil e preserving MpBBsodsintcheircapgaht cr edi
adequacy framework policies based on the engagements with some of the leading institutiong®

Aky role of DFIls and MDBs traditionally was pl aye
sector either cannot or is not acting, and this role is one that needs scaling in geographic and

deployment scope. e natural engagement model between taditional private sector finance industry
participants and development finance institutions, with the latter also bringing their expertise in

working with governments, is one of partnership. With highly complementary skills and assets and an
increasing algnment around the need for investing in the pursuit of sustainability and development

goals, a partnership between private sector financial companies and DFls can unlock capital in pursuit

of the SDGs at unprecedented levels of scale.

Conclusions

The analysis and engagement of development banks, Big Tech companies, and disruptive FinTech
platforms, and the role they are playing in driving sustainability and inclusive growth across the world
points to a number of important conclusions, both for thefinance industry and for these stakeholders
too:
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A The Scale of the Funding Challenge is Beyond Traditional Financing Routas. highlighted in
previous chaptersof this report, the funding challenge of the SDGs needing an additional US8-
101trillion of funding, and climate change needingover US$O0 trillion between 2030 and 2050 on
top of this, is simply impossible for the finance industry to address on its own. Other stakeholders,
as well as entire segments and industries will need to play an important ke and the industry will
need to grow to a totally different scale.

A The Flow of Capital Across the World is Set to Change as Four Superpower Blocs Domindiee
major discontinuities underway in terms of the transition to thesustainable information ageand
changing geopolitics seeing the emergence of four major power blocs in the US, EU and China
followed over the coming decades by India, will result in money flowing through new centers of
finance, displacing some of t towafygapital atressatliei ng hub:
world.

A Big Tech Companies with an Unrivalled Engagement with the Collective Individual are a Powerful
Player in Mobilizing Big Changes to the Flow of Fund3.he Big Tech companies have built deep
connections with individualsacre s t he worl d and can and wil | ul t
social conscience and activism that is fundamentally changing the flow of capital; and hence hold
the potential to be an ally for the finance industry, but also a disruptor if the industnfails to
transition rapidly enough.

A Finance and Tech Combined Creates PatBreaking Solutions That Needs Scal®y combining
finance and technology and, by their very nature, operating on a virtual platform, FinTech
platforms are potential pathbreakersin finding solutions that were not feasible for traditional
players and hubs and as such will continuously challenge both finance and Big Tech to do more,
and in the process, many will likely be funded or acquired by traditional financial institutions.

A Governments Unlock Investment Opportunities Through their Policies, Capital, and Governance.
Despite highly constrained direct spending capacity, both developed and developing country
governments have key roles to play in unlockinglevelopment investment fom the private sector,
acting as bridges and enablers for private capitaand arbiters of policy, with a need to do itin a
way that creates wealth, avoiding the many traps

A DFIs Have Deep Experience as a Force for Good and are Natural Partn&svelopmert finance
institutions are an experienced partner in sustainable development and have deep experience of
funding across developing countries and dealing with complexity, as such they are an important
collaborator with the finance industry and given that ttey have a clear mandate to drive capital
towards sustainability and development, they can help the finance industry transitioand fill the
gaps where it is not viable for private finance institutions to provide funding.

The fundingoft he wor |l dds challenges clearly excmeds the
industry to execute andis a multi-stakeholderresponsibility that will require the coordination of

governments, individuals, and private corporations beyond traditional fiancial services companies.

Efficient collaboration between these parties however will require a shared blueprint of goals,

deliverables,roles, and actions for the world to own. Such global blueprints have traditionally been
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the remit of the UN, which hasconvened ts member states to build consensus on the biggest issues
facing the world and to promote united action. Given the projected future flows of global capital the
UN will need to include the four major power blocs (initially the US, EU and China drater India) and
will quickly need to expand beyond national governments to become a true global compaciGiven
the power of financial institutions and the individual in the stock and flow of global capital, the UN
and others will need to more comprehensvely mobilize the experience and expertise of the leading
financial institutions and tech platforms that host the individual.
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9. The Agenda for Change

Based on currentfinancing trends, the world will not achieve the SDGs by 2030 despitine

increasingly intense engagement by governments, individuals, and the finance sector. Without the

solid foundation that meeting the SDGgoals would provide, the world will be at a severe

disadvantage in addressing further challenges facing the world beyond 2030 sudhsthe fight against

climate change and the related energy transition underway today, which in turn will further delay the
worl dés transition to a mmultpé the dissuptians thed thd werldiwit f o r ma t
encounter along the way and significantly increase the human, environmental and financial cost of the
transition itself. However, while success is not guaranteed, neither is failure inevitalgieen the

increasng ambition. A multistakeholder approachengaging leading financial institutionsin particular
given their outsized r oatresskeyareashfesustainabilitydd@welopemenp i t a l
and inclusionis essential tofunding near-term survival,a far superior future for a world of nearly 10

billion and the transition between the two.Theinvestment themes and potential execution models

that will allow international investors to participate in these developmentseem clear

The Imperative and Opportunity to Shape a Better Future

Achieving the 17 Sustainable Development Goaly/ 2030 so that the world has a sound platform to
build the future is the prerequisite for progress
a superior future.

At the same time the risks of not meeting the SDGare significant. The world faces thetwin challenge
of a human development crisisand an ecosystem disasterThis manifests inglobal income disparities,
and the lack of inclusion and economic opportunitiegputting pressure on governments and societies
around the world, while environmental degradation, resource depletion and the effects of climate
change are destroying human habitats and leading to increasing conflicts and human security risk, all
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of which will drive increasedmass migrationand create further political civil and economic uphavals
around the world. The problem is circular and financing the breakthrough solutions is the circuit
breaker.

Despite the importance of the SDGS being widely recognizedhe targets today remain well off track
with less than a decade left to go. Among he most critical challenge in meeting the goals is funding:
by some estimates, without immediate action, the achievement of the SDG targets could be pushed
out by up to a further decade.”® The need for the world to actnow is therefore imperative.

The Challenge of Managing a Global Transition

The next 30 years promise to be a time of unprecedented changeith technological, social,
environmental, economic and political upheaval. The extent of this upheaval andhe costs associated
with it depend largely on how well the global transition is managed.

Gl obal i ssues require global solutions, which in
the coordination and cooperation of multiplest akehol ders. At the highest |
193sovereign stateswhich will need to develop shared global model for managing the transition.

Such a model will need to includenew rules of engagement,new principles of competition and

collaboration, new rules of resource management, anchew principles of fiscal and monetary policy,

while encompassing adiverserange of national strateges, power blocs and international coalitions.

New because the old rules and ways have left the world with a funding gap of an estimated U84&

US$101rillion for just the next decade, before the world starts to invest in breakthroughs that can

create a new future foralmost 10 billion people on the planet by 2050 and maintain a healthy
equilibrium with the rest of the planetds systems

Figure45 - The Global Transition: Two Potential Paths

Path I: Disruptive Transition Path II: Orderly Transition
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Depending on whether the leading states can develop such a shared model, the world is set to travel
along two very different paths in the coming decades. If the world comes together and can
collaborate, the transition will be an orderly one, with shared csts and burdens, strong partnerships
and collaboration and the inevitable economic and social shocks mitigated. Should the world fail to
come together though, the coming decades will withess increased conflict, competition, and
uncertainty, as the world fals to meet the SDGs and pays the price of in terms of exacerbated
economic, social, and political shocks that will hinder further its ability to manage the energy
transition.

Whether the world manages to align for an orderly transition isunclear in a wald recently ravaged by
political, social,and economic divisions, made even more complex by the assault of the recent
pandemic. TheUnited Nations hastraditionally played a critical rolein convening the countries of the
world to do so for over 75 yearsbut its absence during the recent pandemic has left a vacuum which
its allies have learnt to fill for themselves but with still the wish that the US walrely rise to this
coming challenge as wellGlobal opinion points to a median of 74% who have configénce that the
current USleader(ship)will do the right thing regarding world affairs, up from 17%in 20202°

However, more fundamentally, alignment is also a challenge stemming from different world views.
Whether stateschoose to work together in the first place is a function of both their mentality with
regards to collaboration and competition,and their assumpton around the nature of the global
opportunity, specifically its growth prospects. The 20 century postwar liberal order was built on the
assumption of global growth to be shared by a global community linked by transnational institutions,
whilethe19"c ent ur y 6 Grder avas a Bemssuen rgdme built on the primacy of national
interests, (whichtherefore lacked the flexibility to avoid the First and ultimately the Second World
War, too).

Figure46 - World View and Strategy
A Simple Model Delineating Sharing, Competing and Resources
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Emerging Investments Themes That Will Shape the Future

The challenge of funding the current world platform to a more equitable level overcoming the
extremes of difference between communities within and across countries, the transition and key
elements of the future - requires a multistakeholder alignment and will likely not mobilize at the scale
required as a charitable endeavor, ondunded by governments or taxes, or one undertaken at losses.
Hence, the requirement is to fund investment themes where profits are made sufficient to allow for
re-investment in the future, while providing for employment, taxes, social securitand pensions

today.

So, n plotting the way ahead,a number of themes, which will beinvestmentthemes, will define the
global transition. The SDGs are of course a critical part of thisansition and given their 2030 target
date are often only the starting point for more fundamental transformations. Taken togetherthese
themes determine the global transition to the sustainableinformation age, and each implies a
development arc that will unfold overdecades, not yearsSome of the key themesin summarycan be
identified already for the agenda of stakeholders.

Investment Theme: Mass Scaling of Existing Clean Energy Solutions

17%of global primary energy from non -
fossil fuels®

The Challenge:Meeting 50% carbon emission reduction targets
made by many countries by 2030 highly challenging given current
primary energy mix

Potential Solutions: Mass scaling of current alternative energy
technologies to maximize practical capacity

Core Investment Opportunities:Funding at scale of photovoltaic,
wind, tidal, geothermal and other commercial renewables

Investment Theme: Regeneration of the Environment and Ecosystem

68% decline in global animal
populations since 1970=

The Challenge Ongoing environmental degradation through

pollution, ocean acidification, loss of biodiversity, and other causes.

Potential Solutions: Scaled technologiesto counter or minimize

humanki ndds envi rirclndngregenarhtinglemgacy pr i nt
industrial and urban environments

Core Investment Opportunities:investmentsin pollution extraction,

carbon capture material science, recycling, ozone repair
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Investment Theme: Global Digital Participation and Inclusion

40% of the world still lacks access to the

internet s
The Challenge Over three billion people lack access to the internet
in a world where value is increasingly created and delivered online

Potential Solutions: Universal access to higkspeed fixed andmobile
broadband at virtually zero cost creating a fully inclusive common
global platform

Core Investment Opportunities:Blended finance models for
developing countries

Investment Theme: Mass Education and Skill Development

260 million children out of school
globally =

The Challengel 4 % of the worl dds popul ati ol
nearly half the world lacks secondary educatiorcreating critical
barriers for employment in a world growing to nine billion people

Potential Solutions. Enableuniversal access to highquality
affordable education, with superior learning outcomes, leveraging
virtual presence technologies.

Core Investment Opportunities Supporting online education,
upskilling training, andhiring and recruiting

Investment Theme: Mass Financial Inclusion

67%of the worl ddos popul

un- or under -bankedss

The ChallengeNearly7 0% of t he worl dsd-opopul a
under-banked without access to formal financing andnarkets

Potential Solutions: Universal adoption of digital payments and
FinTech tools, creating universal access to financial services with new
digital industry, participants,products, and services.

Example for Leveragingl n d i a 0 wfrastructuie stackhas

increased financial inclusion from under 50% in 2013 to over 80%

today, providing a potential solution for other developing countries.
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