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CONTEXT. COURSE CORRECTION NEEBED

¢@ur world is in deep trouble s and so too are the Sustainable Development Goals. Time
is running out. But there is still hope. Because we know what we need to do . End the
senseless, disastrous wars s now. Unleash a renewable energy revolution s now. Invest in
people and build a new social contract s now. And deliver a New Global Deal to rebalance
power and financial resources and enable all developing countries to invest in the

SDGsLet s come together, starting today, with

the SDGs before it is too late.

The world faces cascading crises that are causing profound suffering today, and carry the
seeds of dangerous inequality, instability, and climate chaos tomorrow. The ripple effects

of Russiatds invasion of Ukr ai ne have hit ami

COVID19 pandemic, while the climate emergency is gathering pace. Some countries are
investing in recovery through a transition to renewable energy and sustainable
development. But others are unable to do so, because of deep -rooted structural
challenges and inequalities, at global and national levels.

Implementing the Sustainable Development Goals will require US$4.3 trillion per year -
more money than ever before - because the international community is simply not
keeping pace with the commitments it made . In the face of these cascading crises, we are
far from powerless. There is much we can do, and many concre te steps we can take, to
turn things around. | see four areas for immediate action.

First, recovery from the pandemic in every country.

Second, we need to tackle the food, energy, and finance crisis.
Third, we need to invest in people.

Fourth, we cannot delay ambitious climate action.

The battle to keep the 1.5-degree goal alive will be won or lost this decade. While
achieving this goal requires a reduction in global emissions of 45 percent below 2010
levels by 2030, current pledges would result i n a 14 percent increase in emissions by that
date. This is collective suicide. We must change course.

We have the knowledge, the science and technologies and the financial resources to

reverse the trajectories that have led us off course. We have inspiring examples of
transformative change. | n j ust over one yeardYs ti me, we
summit marking the halfway point between the adoption of the 2030 Agenda and its

target date.

Let's do everything in our power to change course and build solid progress by then. 3
Anténio Guterres, Secretary-General, United Nations

Excerpted remarks at the opening of the 2022 HigHevel Segment of ECOSOC, Ministerial Segment of Hligtvel Political Forum
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FOREWORD MY LIFE

| am Susan Alderman.
| live in Hendon.

I was born in North London and come from a large family, but my parents are both deceased, and

my siblings have moved away so | dondt see them v

What | Ym doi ng now, aseallivesavegformé isaBandup,inst a haed-outs
as they say, and it¥¢ has kept me off the streets.

I had a partner who was abusive to me both aspects, mentally and physically, so | know what itig
like to experience that. But when | got away, | actually made myself homeless because | had
nowhere else to go.

Living in the streets was difficult and dangerous, particularly for a woman but also for men as well,
because anything can happen [and you have no protection] . kgh ashamed to admit it but | had to
beg for money to buy food for some time. We Bv e

"ULi fe i s about p
thing is that a lot of people have
turned very selfish in this day and
age, and forget that there is always
someone out there doing worse
than themselves. | hear a lot and
see a | ot and wh

all done it. I never bought alcohol or drugs but
there is a lot of misery out there and lot of

coping.

I was very lucky though. Some kind people
pointed me to an outreach team that came to
my rescue and got me off the streets and into
bad situation there are lot of accommodation . These volunteer organizations

people cantdt handle it so

people doing WOTr doexistbut most people dondt k.
sort of people we need toh e | p A them or how to access them, so | feel fortunate
in this regard.

Bm on uni v €335anmonttt) frandhe govefnment but the Big Issue (a street newspaper
that offers homeless people the opportunity to earn an income) helps me survive, and | earn a
legitimate income selling these magazines at the tube station almost every day. | pay £1.50 an
issue and sell itfor £3.00.1t8 har d to say how manmdgysitsenllyB-4,bue | | i a
never more than 8 -10. Without the tip money this job would be extremely hard . I tYds not I
money. You putinalotofhours but it 4Ys rewaradi ng Yasn d btoluat, whepin
above water.
What bit of money | HBve got | |hagesedough forfdnd,thgd td sc a rheef
most important thing. Food prices are definitely going up and people will need to work more and
more to make endsmeet. Lat el y wedve had a |l ot of mild winter:
you wonbdt get a bad winter this year. Il tYds horrib
extra | ayers on. You certai nl Youshaudbithavatbwatkr d t o pu
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around the house with your coat on but unfortunately a lot of people do  to keep warm. Il dm mor e
worried about the elderly who are more prone to feeling the cold , than about myself though.

My main challenge at this time is finding a suitable home.ldve moved around a coup
and temporary places but would like to find decent accommodation . The problem is that there

i snbt enough c o uanoand,landiprooutysis givgn ta families avith children, not s ingle

people like myself, who are in a lower tier. But at least | am off the street s.

| Uve been fortunate to have come across some real

team and volunteers who helped me get online for my universal credit applicat i on . Il dm gr at
that. Therebtds nolt caerltoai nlhyatddnthteepdl an to get rict
l ot of that | Ypgkopk thatare rmangmalized amd rea lit. p

Getting by from day to day with foodtoeatand ¢l ean accommodation i s al/l
then.

Life is about people, and the sad thing is that a lot of people have turned very selfish in this day
and age, and forget that there is always someone out there doing worse than themselves. | hear a
| ot and see a | o tnabaddituatdmihere ard Id# of peope ela@ng worse, and
theyYre the sort of people we need to hel p.

Susan Alderman

London, United Kingdom
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MESSAGE FROM THE ADVISORY COUNCIL

2021 ended with a sense of purpose and optimism given the pledge that had been made and the
stage was set for 2022 to push that further . Leading financial institutions committed US$130
trillion of capital to Net Zero, nearly 200 nations agreed a carbon markets deal, 100 countries
agreed to end deforestation, 100 countries representing 70% of the g lobal economy have now
joined the global methane pledge and 40 agreed to phase out coal. It was not enough for
scientists to believe 1.5C was in sight, but it was progress.

2022 has shaken that optimism resolve. War and migration, broken supply chains, damaging

energy price rises, global food and general inflation, and rising geopolitical strife between great

powers have all been features of just the first h
history has there been more prosperity, more knowledge, more innovation, and less suffering

than today. As if to match these, a series of systemic challenges have arisen that, if not well

addressed, pose potentially unbounded risk to further progress and existential risks to human
civilization. 3

Despite these challenges, the last year has seen a The numbers are daunting
rise in global liquid assets to c.US$450 trilionand ~ { global wealth has hita record
nearly US$100 trillion of annual output. Leading  ¢.US$450 trillionbut fixing the

financial institutions provided US$2.5 trillion in challenges we face in security
SDG aligned financing, up 20%, breaking previous and Ieve”lng up people to the

records, of a total global SDG spending from all SDG goals needs nearly half of
sources of US$3.6-4.7 trillion.

However, our recalculation estimates a funding need of up to US$176 trillion for the SDGs to
2030, up 15%-25%, and a shortfall of up to US$135 trillion, up 35% , added to a security scenario
that may require spending to 2030 of US$60 trillion.

Leaders cannot bridge such a gap with exhortations for more commitments. The total global
security and sustainability funding requirement through 2030 adds up to nearly half of the total
capital stock in the world today . And that capital of US$450 trillion is already committed to
business as usual and to endeavors that make the investment returns required to pay pension
plans, taxes, employees, and risk takers. It is not a discretionary spend for levelling up the
developing world.

The basic challenge is thad d hreolSID&Gsamd ewsretelmy asn «
business case to fund for the time horizon and at the risk level that matter to owners of capital,
60% of whom are private individuals and the rest primarily governments.

Yet we can fund a mission to Mars. And that is an enormous potential positive, showing the
appetite for taking big risks for big rewards, overcoming seemingly impossible issues, is intact in
the human spirit. Funding the SDGs is asmuch about mindsets as it is about money.
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This report shines light on where capital comes from, where it flows through and where it goes,
and who has a say in the system called capitalism. It also illuminates the shortcomings of the key
stakeholders and what it takes to transform this system.

It provides a perspective on the big question of which path to take . Should we act quickly to
preserve and mitigate in the face of ecosystem losses, or should we break through to grow even
faster? And what are the elements of reconciling these paths ?

The report is a call to action and provides an agenda and framework for doing so. With that in
mind, Force for Good has selected six breakthrough areas to take a multi -stakeholder approach
to addressing big issues for making a magnified impact on the SDGs.

We hope you will join us in being a force for good in any way that you can, and work towards a
peaceful transition to a future of peace, prosperity, and freedom for all.

Ketan Patel, Chairman, Force for Good

Chair of the Advisory Council, Force for Good

Erns bt Blantal, & Gagriilis, ~Decat Loy Sk Yonshead WAL iy I

Helen Alderson | Edward Braham | Chantal Line Carpentier | Nitin Desai | Garry Jacobs| Anja
Kaspersen| Jonathan Miller | Nicky Newton King | Sir Alan Parker

Advisory Council, Force for Good

Vi



Capital as a Fo2Repart f or Goodbd, 202

ACKNOWLEDGEMENTS

UN Hosts for providing guidance and support were Chantal Line Carpentier, Chief, United Nations
Conference on Trade and Development (UNCTAD) New York office of the SecretaryGeneral and
William Kennedy, UN, Senior Programme Officer, UN Office for Partnerships.

The lead for the report was Ketan Patel, Chairman, Force for Good; Chair of the Advisory Council,
Capital as a Force for Good Initiative; Founder and CEO of Greater Pacific Capital.

The BCapirtcael faosr aGoFoodd Report was prepared by Ket s
Nandan Desai, Aditya Ajit and Ushma Shah,with communications support provided by Lesley
Whittle, and with review, feedback, and insights from the Advisory Council.

Report review provided by Chantal Line Carpentier of UNCTAD and Will Kennedy of the UN Office
for Partnerships.

Acknowledgement to the Activesinvolved in the Capital as a Force for Good Initiative: Bank of
America, BlackRock, Bridgewater Associates, Citi, Credit Suisse, Fidelity Investments, First Abu
Dhabi Bank, GIC Singapore, Goldman Sachs, GreatVest Lifeco, HDFC Limited, HSBC, Investec
Group, Japan Post Holdings, JPMorgan Chase, Liberty Mtual Insurance Group, Lloyds Banking
Group, Morgan Stanley, Nomura Holdings, Nordea, Northern Trust, OMERS, Putnam Investments,
Schroders, State Street, UBS, Wellington, Wells Fargo, and Zurich Insurance Group.

A special thanks to the UN for convening th e meeting in September 2020, working with Future
Capital, and for the subsequent launch and support for this effort that led to the ongoing
initiative.

vii



Capital as a Fo2Repart f or Goodbd, 202

ABOUT THIS REPORT

Force for Good seeks to mobilize the deployment of capital as a force for good in the world at a
time of profound and multi -dimensional change in the world. Force for Good engages key
stakeholders, conducts research, publishes thought leadership and has an active outreach
program to major global financial institutions as well as development banks, NGOs,and other
stakeholders with the potential to act as a force for good in the world. It works with major
institutions to accelerate their efforts to tackle increasingly complex and interrelated challenges
like climate change, social inclusion, and sustainable development in the spirit of encouraging
collaboration and spurring a race to the top in making an impact for good in the world.

Now in its third year, the annual Capital as a Force for Good Report provid es a snapshot of

finance industry | eaderstd engagement across ESG,
support of the UN Secretary Generaltds 2030 Agenda
Sustainable Development Goals.

The first part of th e report considers the current challenges and obstacles for the world to bridge
the growing SDG funding gap, against the backdrop
stakeholders who control them.

The second part of the report examines thecurrenta nd potent i al i mpact of th
stakeholders on the SDGs, with a particular focus on the finance industry. The report identifies

the common ground across the industry on broader ESG, sustainability, and stakeholder

engagement maters, as well as highlighting specific initiatives by industry leaders with the

potential to make a significant impact on the SDGs.

The third part details a series of multi -stakeholder transformational projects with the potential to
make a significant impact on the SDGs.

The reportbds analysis is based on a detailed dat as
initiatives of 125 of the worldbds |l argest financi
previous two Capital as a Force for Good report, charting the changes in engagement by industry

leaders and their changing sustainability commitments.

This report would not have been possible without and relies heavily on the work by the United
Nations, particularly UNCTAD, UNDP, UNEP, th&lobal Investors for Sustainable Development
(GISD) Alliance, and the UNPRI, which have pioneered the global efforts in sustainably,
development and inclusion.

The Advisory Councilfor Force for Good comprises:

Helen Alderson, Head of Regional Delegation to the UK and Ireland, International Committee of
the Red Cross; former CEO of the World Heart Federation

viii
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Edward Braham, Chairman, M&G plc; formerly the Senior Partner (Chair) of Freshfields Bruckhaus
Deringer LLP; non-executive director of TheCityUK, Chair of its International Trade and Investment
Group and member of its Leadership Council; non -executive member of the HM Treasury board.

Chantal Line Carpentier, Chief, United Nations Conference on Trade and Development (UNCTAD)
New York office of the Secretary-General

Nitin Desai, former Under -Secretary-General for Economic and Social Affairs of the United
Nations; formerly Secretary & Chief Economic Adviser in the Finance Ministry, India

Garry Jacobs, President and CEO, World Academy of Art and Science; Chairman and CEO, Wik
University Consorti um; President of The Mot her Ys
Rome

Anja Kaspersen, Senior Fellow Carnegie Council; former Director of the UN Office for
Disarmament Affairs in Geneva and Deputy Secretary General of the Conference on
Disarmament; formerly executive at the International Committee of the Red Cross, and the World
Economic Forum

Jonathan Miller, Partner, Advancit Capital; Director of BBC News Worldwide; former Chairman and

Chief Executive of gNewts @Gedpargtbopbandi News Corp
Officer; former Chairman and CEO of AOL Inc; Senior Media Advisor to Global Citizen; Director of

Media & Communications, Force for Good

Nicky Newton King, former Chief Executive Officer, JohannesburgStock Exchange; former
Director, World Federation of Exchanges.
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I nternational ; Chairman of HRH The Duke of Edinbu
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IN SUMMARY

1. A perfect storm of global economic, political and security shocks has drawn funding
and attention  away from global sustainability in 2022, compromising the spirit of COP26

2. The cost of the UN Sustainable Development Goals (SDGs) has increased by c.25% to
up to US$175 trillion , and the funding gap has widened at an even faster rate of 35%
requiring up t o US$135 trillion, despite record levels of global funding by the private sector

last year
3.  Security and sustainability have become competing priorities , although in a globalized
world one cannot be delivered without the other, with a total spending need of up to

¢.US$200 trillion to the end of the decade

4. The conditions for deploying the worl dds c¢c. US$450 trillion in |
¢.US$100 trillion in annual global GDP to meet these demands are not in place, and so
it is easier to fund a mission to Marst han to fund education, housing or the end of poverty
and hunger

5. The SDGs today are seen as worthy causes, rather than as authentic business
opportunites, maki ng much of the 99% of the worl dds cap
but inaccessible

6. The USand China are unlikely to lead the world to Net Zero, and unlocking capital
will require  a multi -stakeholder effort  aligning the owners of capital (60% of which is
owned by individuals) , with the managers of it (who allocate 90% of global wealth) , as well
as the broader stakeholders in capitalism, including regulators, consumers, and producers

7. Leading financial institutions contributed a record US$2.5 trillion to sustainability
last year , with the most active co mpanies outperforming the MSCI Global Financial Index
by 6x over five years

8. Without a radical plan, ¢ urrent approaches to meeting the SDGs will fail irrespective
of funding levels, requiring a blueprint for the mass roll -out of renewables , digital
solutions to education and financial inclusion, affordable housing , and others to drive a

levelling up across the North -South divide and within countries

9. The world will not accept austerity as the path to future sustainability, nor has it
made the transfor mative breakthroughs  in energy and natural resources that  will make
oil, gas, and coal obsolete, and so vested interests are setto  clash and the issues are
becoming politicized

10. We are currently between two great eras in history but lack the transition pl anto
move forward. Beyond the transition, the human footprint scales far beyond anything
seen thus far. The journey to there is fraught with danger and needs to be navigated with a
shared commitment to a blueprint that can be funded profitably

This report provides an in -depth picture of the capital needed, the flow of capital from sources to ends, through the
hubs of today and tomorrow, and how it is being innovatively applied by leading financial institutions, the shortfalls

in action and the potent ial breakthroughs required, including six areas where Force for Good is focused in making a
scaled difference , and the transition path ahead.
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|. Executive Summary

|. Funding a Multi -dimensional World in Crisis

At the mid -point between their creation and the 2030 target date, the world is
not on track to meet the goals, with a significant funding need of US$135-176
trillion.

1. The SDGs are set to fail to be achieved by 2030 and risk needing many more decades, with
the need up by minimum 15% to US$134-176 trillion

A The total cost of achieving the SDGs has increased by 15%-25% from US$116-US$142
trillion to US$134-176 trillion, driven by inflation, funding for Net Zero, historic
underfunding, a persistent gap in official development assistance funding and a
shortening window

A Progress on several SDGs has been undoneincluding on global poverty, with over 100m
more peopl e in extreme poverty since 2019 . Regardingeducation, 100 million additional
children fell below minimum reading proficiency levels over the same period , and
additionally 210 million more people are experiencing acute foo d insecurity

A The gap infunding has risen to US$102-135 trillion , with capital failing to flow for far more
complex reasons than assumed, despite a record g lobal SDG spending from all sources
of US$3.6-4.7 trillion
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2. The wo rcdsdndsominibment in accelerating progress towards greater sustainability
has been set-back by a perfect storm of interrelated challenges in 2022 that has reset global
priorities
A Ru s swanitd8kraine has triggered a global energy and commodity shock with energy

costs rising by up to 100 % in markets already subject to supply side disturbances from
two years of the global pandemic, exacerbating significant inflationary pressure.

A With global inflation expected at 6.6%, or 9.5% for the poorest individuals, and growth
down one-fifth to 3.2%, rising prices are increasing the risk of stagflation amid a period of
global economic slowdown and feeble growth that will leave many parts of the world
poorer.

3. Governments with constrained fiscal policy options following the pandemic ar e facing the
need for increased spending of US$59 trillion on security, including providing relief to
vulnerable populations at home.

A US$24 trillion is estimated as the funding required for defense spending as countries
address military security

A US$18 trillion is estimated for resilience and recovery stimulus for economic security,
including US$1 trillion invested in oil and gas to address energy security concerns

A US$18 trillion is estimated to be the cost of protectionism and trade conflicts resulting
from d omestic populist politics

4. For gecure sustainabilityd t h e ¢ o mHunding cequireméntid US$194 -235 trillion

A Security spending is estimated to require funding of US$59 trillion to 2030, to cover
critical areas such as military, economic and energy security

A With the SDGs requiring US$134-176 trillion , the total funding requirement is US$194-
235 trillion to 2030

Security and sustainability are perceived as competing priorities, placing global projects
such as the SDGs and Net Zero at risk.

5. Global stakeholders are not currently playing the roles required to address the SDGs

A National government progress stalling. For the second year in a row, the world has not
made materi al progress on the SDGs, with the
declining from 2020

A Politicization barriers rising in the West. Some western nations are internally divided on
ESGclimate change and inclusion, which have become politically partisan themes,

A Financiers limited by clientmandates. The gl obal finance industry®bd:
ostensibly limit its impact allocation for ¢.80%, US$320 trillion, of the financial assets they
manage given their perceived mandates, risk, return , and regulatory requirements
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A Individual awareness low. Up to 50% of the world & gopulation is unaware of the SDGs,
and are therefore not inspired to act as responsible consumers, citizens and individuals
mobilized for change and ready for the transition ahead

A Corporations uncommittedto Net Zero. Among the worl dds |l argest 2
62% of companies have not committed to Net Zero. BEven among those committed, the
majority have no plan to get there

A Scientific game-changing breakthroughs outstanding. Science and research have not
broken through on certain game-changing breakthroughs , with the world still dependent
on fossil fuels for ¢.82% of its primary energy needs?

6. Despite c.US$450trillion in global liquid assets and nearly US$100 trillion of annual output ,
the conditions for this to flow to sustainable development are missing

A The lack of commercial business cases associated with funding the SDGs, positioning
them as B ¢ a uratlestithn as opportunities , reduces the likelihood of SDG funding, as
cases framed as opportunities attract over 100x times as much capital as CSR and
philanthropy

A The US$4 trillion capital from development finance institutions , endowments and
foundations is woefully inadequate , meaning the blended finance solution is immaterial in
the scheme of global finance and the needs

A The priority for funding is well-established mandates, ¢ k e e pi ng t lreas,lwhidhht s or
for businesses include re -investing capital and profits which provides returns for owners
and asset allocators, and for governments it means services provision to citizens

7. Current plans fail to adequately consider what it takes for capital to flow, how the system of
capitalism works and the role of stakeholders

A There is no multi-dimensional plan for the SDGs recognizing the global transformations
underway, including the energy transition, the digital transition, and mass inclusion,
reconciling long and short -term priorities, environmental and social tradeoffs, and the
varying levels of progress around the world

A There is no alignment plan that includes all the major globa | stakeholders to manage a
transition, with existing frameworks focused mainly on collaboration between
governments, the individual, financial institutions, corporations, scientists, and
technologists need to be partners in the plan

A The execution plan is not sufficiently responsive to shocks, on-going disruptions require
resilience and flexibility to be built in to adapt in the face of inevitable setbacks for the
world, such as the security, political and economic ones being experienced currently.
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ll. The Building Blocks for Funding the Future

Unl ocking the worl dds capital to undesrwri:t
changes to each of the building blocks of capitalism that drive the global
system.

Building Block One: Capital Managers, Allocators and Owners

8 The worldds capital is allocated bynpatanf ew key s
constraints and obligations

A The finance industry is the custodian and/or
capital (c.US$400 trillion), allocating the vast majority ¢.80% of this to mandates on behalf
of clients and to fiduciary and regulatory requirements .2

A Individuals collectively are the ultimate own
(US$275 trillion), controlling these assets directly or through their choices of financial
intermediaries, fund ing their needs and priorities

A Natonal governments cont r olcapRaB(M4S$o6l trilioh)enostho r | d Ys
held by central banks and in public sector assets, needing to provide essential services to
underwrite peace and prosperity for their citizens

A Non-financial corporations d irectly control US$60 trillion in financial assets, making them
an important allocator of global capital, although they remain accountable to (and
ultimately owned by) shareholders

Building Block Two: Financial Hubs

9. Global capital flows are routed by and through a series of major financial hubs , which are
being re-ordered based on geopolitical, trade, and economic shifts

A The future flows of capital favor four major blocs representing 60% of global GDP and
70% of global market cap that are set to be the future superpowers - the US, EU, China
and, over time, India - with their major hubs becoming increasingly critical for funding
global challenges like trade, security, and the SDGs

A Three leading global hubs are set to drop out of th e top ten globally by 2030 due to the
shift to a sustainable, digital era and the rise of major trading blocs that capture the value
created by these changes. This is set to threaten the position of incumbent hubs such as
Hong Kong and Singapore, but also Tokyo, and London as well.
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Building Block Three: The System of Stakeholders
Stakeholders

10. Capi tali smbds other stakeholders all have i mport
those of capital

A The finance industry needs to recut its deal with clients to unlock US$320 trillion in
funding, manage regulators and deliver innovation to fund the SDG s

z

A Science andresearch will need to develop breakthrough s and innovations in energy and
materials sciences that are game-changing, in particular replacing fossil fuels and natural
resources with renewable and sustainable alternatives; this perhaps alone will move
markets

A Global corporations need to universally embed sustainability in their strategies , enter
markets where they can have the biggest impact and fully account for the ex ternalities,
both positive and negative, that they generate , and negotiate the appropriate
understanding with their stakeholders

A National governments need to embrace sustainability goals as a part of national security,
prioritize sustainability initiatives , coordinate their execution, and set rules and standards
to incentivize other stakeholders and collaborate with other countries to achieve the
SDGs

A The tech sector needs to lead in driving the transition to the digit al era, connecting the
33% of the global population not yet online, facilitating the adoption of e -government,
and educating the global population on using its platforms

A Individuals who collectively account for 72% of global GHG emissions, make active
choices to buy products, support companies, invest in assets, and vote for leaders that
make a positive impact on the SDGs.

Finance Industry

11. The finance industryasthecustodi an of 90% of the worl dYs capit
andcanevolvetobea potential Bforce for gooddY

z

A US$130 trillion of assets are committed to Net Zero by 2050 by financial institutions, up
nearly 50% from the past year

A USS$30 trillion of assets under management are now fully ESG integrated, tracking last
yeards achievement s

A US$2.5 trillion in SDG aligned financing was delivered in 2021, up 20% from US$2.1
trillion the previous year , and is increasingly balanced with goals relating to the planet,
prosperity , and platforms each receiving US$0.7-0.8 trillion in funding

A US$345 billion of capital has been mobilized for social and inclusion linked investments ,
building on | ast yearUds efforts
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A But also, US$742 billion in financing for fossil fuels reflects a mix of client, market,
industrial, government and finance industry priorities.

However, the industry as a whole is at an early stage of the transition . Sustainable finance
represents only ¢.1% of the stock of total global capital of ¢.US$450trillion .

12. The link between actingasaBf or c e f o shargholdedvaluedsm dritical enabler of
unlocking capital for sustainability, rewarding the most active finance industry leaders with 6x
outperformance

A 36% annualized five-year total shareholder returns for the most proactively engaged
companies, against 5% by the MSCI world financial index

A 20% annualized returns for finance industry leaders covered in this report
The Flow of Capital

13. The interplay of the building blocks above determines where global capital will flow and to
which of several often-competing global priorities it will be allocated, including :

z

A Business as usuakturrently requiring nearly all the c.US$450trillion of liquid capital in
the world to fund existing systems and maintain the status quo in the face of increasing
volatility and disruptions

A Funding c.US$60trillion in global security to manage crises and build re silience against
future risks

A Long term sustainability - funding US$135-176 trillion for the SDGs and an incremental
¢.US$100 trillion between 2030 and 2050 for Net Zero, and

A Funding the future -investing in technologies that will drive the transition to the Digital
Age

lll. Capitalism for a Secure Sustainable Transition
and Future

The extreme nature of the challenge requires a robust  system of
capitalism suited to transitioning the world toa  far superior future. The
requirements for this change are:

14. A capitalism that is sustainable. The current model would transition away from unsustainable
ESG practices to sustainable ones, and thereby establish the industry as grounded in values
which suppor t the transition to a clean and sustainable model that is more secure and
sustainable, aligned with the SDGs.

15. A capitalism that can address the issues, for acceptable risk, return, and impact. Tod ay Ys
model would extend to populations unserved within rich  countries, new geographies that are
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left behind or left out, and therefore would determine how to fund the SDGs as viable
opportunities to seize for acceptable risks.

16. A capitalism that can build the future. One that can fund the information age and the
breakthroughs required, transforming the world for a new civilization, and finance to a form
that is more inclusive, embedded, scaled and intelligent.

In order to deliver long -term peace, prosperity and freedom, capitalism will need to enable a
secure sustainable transition to the future for the world.

V. An Agenda for Breaking Through

Even if the necessary capital can be mobilized , the achievement of the

SDGs within the current decade will require radical action including a

strategyof mass ¢ér ol | out 3 otd makexd bsitg ng sol ut i
br eakt hriopuogréss .3

Selecting the right issues to tackle is critical and, in this regard, the UN has clearly prioritized
climate change, and has also identified four key enabling transition areas, resulting in five key
priorities:

Existential Priority

I Climate Change. Meeting the globally agreed Paris Goals to limit global warming to 1.5C by
achieving global Net Zero by 2050

Enabling Transformations
Il. Clean Energy.Ensure access to affordable, reliable, sustainable, and modern energy for all

lll. Food Systems. Transform global food systems to provide sufficient and nutritious food for
all in a sustainable and resilient manner

IV. Digital Connectivity. Enable global connectivity and the equitable use of digital public goods,
while ensuring data privacy and safeguarding human rights in digital spaces

V. Human Capital Investment. Accelerate more and better investments in people for greater
equity and economic growth aligned with digital economic transformation

Breakthrough Impact Areas

VI. Foundation for Dignity: Affordable Housing. Unlock private sector capital at scale to create
affordable housing and home ownership for the un - or under -served for 2.4 billion existing
and new urban inhabitants by 2050.
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VII. Route to Opportunity: Mass Education. Leverage digital technologies to overcome
insurmountable resource and infrastructure shortages to delivering high quality education
for all, including the 260m children out of school today.

VIIl. Path to Prosperity: Mass Financial Inclusion Roll-out a digital banking stack to drive basic
financial inclusion across developing and least developed countries for the 67% of the
wo r | d-&hd underbanked.

IX. Enable Empowerment: Technology and Individual Impact. Use technology to impact and
empower individuals for both individual and collective action as consumers, voters, asset
allocators and direct actors.

X.  Symbiotic Co-Existence: Biodiversity. Make a transformative impact on biodiversity through
a few targeted solutions which can be funded and scaled for global impact

XIl.  Whole Systems Decisions:Impact Externalities. Fully internalize the cost of externalities on
corporate financial statements, fundamentally changing the view of return on investments
and driving global capital (re-)allocation and positive externalities currently not being
financed

Condition for Large Scale Mobilization

XIl. Peace and partnerships. Ultimately the achievement of just one of the SDGs depends on
the absence of conflict and strife, with stakeholders working together on a common agenda.

I n the past year, Force for Good has beg(@gendao pur
items VI-XI) working with partners in a multi -stakeholder manner, and expects that many others
are already or will choose to address the SDGs with breakthrough initiatives.

V. The Way Ahead

This report shows that the demands on capitalism are greater than the
supply of solutions , and at this juncture, itis the SDGs that are being
traded -off.

However, not funding the SDGs challenges the stability of the platform and that cost is a painful
one that is damaging all regardless of geography or status. It threatens mankind ability to realize
a better futur e. The question of how one should realize that future lies between two extremes on
the path ahead:

1. Retreat to a Secure Position: A Preservation and Mitigation Mode. This requires reducing
our ecologicalf oot pri nt descri bed areplgét.cattihgbpdkmnhet s 3 b e
consumption levels of over half a century ago , including 60% less energy consumption,
cutting industrial output by 75%, advanced economies dropping consumption by 60 -80%,
a near total ban on travel, and resulting in the wiping out over 40% of global wealth.
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2. Grow to a Secure Position: Moving Rapidly to a Future Model. This requires the world to
rapidly invest in a series of technological and other breakthroughs that can fundamentally
reset current trajectories of ecosystem damage and create a step change in human
progress. Central to this is a new clean, abundant, near free a n d B fometioraal' energy
source, which with other technological breakthroughs would remake all aspects of life, and
push the limits of what mankind can achieve, resulting in a twentyfold rise in GDP by 2080
and continu ing to multipl y exponentially thereafter .

Neither of these paths seems realizable for now, the first because of the unrest it would lead to in
a world built on mass consumerism and facing the threat of populist extremism, and the second
because time may well run out before pivotal breakthroughs are realized. The reconciled path is
both practical and radical :

I. Preserving and Mitigating Damage to the Planet.
ll.  Achieving the SDGs as a Basis for Further Growth.
lll.  Launching High Impact Initiatives that Drive Step-Changes in Meeting the Goals.
IV. Building and Funding the Future.
V. Managing the Dislocations of the Transition.
VI.  Efficient Maintenance and Preservation.
VIl. Agreeing on Peace and a Modus Operandi to Manage the Shocks.

A managed path allows for the best chance to avoid the violent transitions of the past. And this
requires all of us as stakeholders to engage in a new project to manage a peaceful transition to a
superior future for all as a force for good.

1C
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Il. Introd uction : Progress Challenged by
Conflicting Priorities and World Views

The global effort to fund the Sustainable Development Goals  has been undermined by
a series of threats to national and global security , with governments reallocat ing
attention and resources away from long -term sustainability to managing near -term
risks. As a result, the goals are moving further away despite the timeline to achieving
them shortening, while the funding gap is widening. However, global security and
global sustainabili ty are inextricably linked , and one cannot be adequately resolved
without addressing the other. The challenge for the world is therefore to manage and
fund both in an integrated manner  that minimizes near term trade -offs.

1. Rising competition between security and the SDGs

Stark and powerful challenges come to the fore

Seen through a myriad of lenses, the present day is the greatest time ever to be alive. The world
has seen greater development during the past century than over any other period . Global
prosperity has risen with g lobal GDP expected to cross the US$100 trillion mark for the first time
this year, having increased over twenty-fold while the global population has quadrupled .2 During
this period, global life expectancy has increased from under 40 years to currently 73 years, a nd
the global child mortality rate fell from 32% to 4% over roughly the same period. * At the same
time, global literacy has almost tripled, from 31% in 1920 to currently jus t under 90% 5.

11
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Never in history has there been more prosperity, more knowledge, more innovation, and less

suffering than today. As if to match these, a series of systemic challenges has arisen that, if not

well addressed, pose potentially unbounded risk to further progre ss and existential risks to

human civilization. The story today is therefore more about the consequences of the shape of the
progress, the gaps, rather than the achievements. Unless a quite different approach is taken, t he
future story might alsobeabout manki ndds oV er rteaddrdss tlremchhllefgesiandu r e
gaps that came from its earlier success, and inability to prioritize and progress its situation with

more breakthroughs.

At the fore is climate change driving environmental and ecologi cal damage, the total cost of which,
if left unchecked, could reach US$178 trillion over the next 50 years by some estimates.®

Long-term global economic poweris shi fting due to demographics ani
share of global GDP rising from under 30% to over 40% over the past two decades. At the same

) time inequalities in wealth and access to
While there has never been more

prosperity, more knowledge, more the global population owning just 2% of
innovation, and less suffering in the world  gopal wealth. Mass migration driven by
than today, long-term systemic challenges income disparities and climate is

can undo these andpose potentially growing, with 270 million people, 3.5% of

unbounded risk to further progress the worl dbscunerdyp ul at i on,
classified as migrants, a number that is

opportunities is increasing with half of

estimated to grow to as many as one billion people by 2050. * However, despite ageing
populations and demographic disaster facing even the most advanced nation s, the willingness to
accept migration is falling in many developed countries where populism is defining people by
their differences rather than their many commonalities .

Technology-based innovation, the critical tool for progress, is disrupting economies, societies, and
politics, with the accompanying dislocations driving polarization and an increase in isolationism
and nationalism. The resulting civic disaffection and cultural conflict, further amplified by new
media technologies, is increasingly challenging current social orders, weakening the global
communitybds abil it ysudhasclimatsghangedpandamics, éaind e/leetsecurity
in a coordinated fashion.

These long-term challenges have been further exacerbated by recentevents. Rus si atds i nvasi
Ukraine brought interstate conflict back to Europe after over 75 years of peace, challenging the

Bpeace di vidlavmgtidetgndioftthe Cold War in 1989 allowed NATO countries to reduce

defense spending by 25% of more, reallocating funds to social priorities such as education and

healthcare .® This paradigm shift has placed more basic human security back on the agendain a

raw and fundamental manner. The risk that this currently bilateral conflict triggers a broader

regional war has risen significantly given the confluence of challenges the world faces, a risk

further corroborated by the Global Peace Indexshowing a deteriorat ion in overall global

peacefulness in 11 out of the past 14 years.

12
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Against this backdrop, in 2015 the UN led the way by rallying nations to the noble imperative of
creating a more inclusive and sustainable world, embodied in the 17 Sustainable Development
Goals, secured by the agreement of all 193 UN members to be met in a 15-year global effort. At
the half-way mark of this effort however, the world is facing a series of interrelated and

B c o nt apglitical,Lesolbmic and security crises that threaten global peace, prosperity, and
freedom . This is coupled with a resistance to change at multiple levels of society including from
economies and industries that were established during the industrial era on the back of fossil
fuels. These forces are now powerful enough to put into doubt whether the world  will achieve the
SDGs

The rising competition between sustainable development and global security

In 2022, two distinct priorities define the global agenda. One is sustainable development, and the
other is global security, both of which need to be met in the context of a world transitioning to a
digital information future.

Sustainable development embodies within it the full gambit of issues encapsulated in the SDGs,

from those that are immediate, related to hunger, poverty , and lack of clean water, to the existential
threat to the planet Ys e c, disdverdite loss dnd paliution | Glolveh t € ¢ |
security captures both immediate threats to peace and the longer -term risks to security at the

individual human level, the national level, and the geopolitical level, among others.

Figure 1: A Perfect Storm s Key Global Events Since COP26

A Perfect Storm- Key Global Events Since COP26
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Since COP26, the world has been shaken by a series of interrelated events that have created
significant and unpredictable risks to global stability. Global inflation was rising significantly
following the unprecedented stimulus in response

2022 has seen the world shaken
demand. However, 2022 has also seen rapidly and wi t h Russi a?
rising energy prices and acute supply disruptions ~ N€ repercussions may define the
from Russiads invasion globalorderforsome time.As ing
economic activity globally and disrupting  countries the world-over take sides,

recoveries that governments with limited financial  absorbing focus and funds, funding
headroom have been ill-equipped to manage. L e SDGs and t he

to the pandemic and the release of pent -up

Russiabs war helped igni gag6ngissues risks beig derailed 2 9! ¢
economic, political and security storm that has
fundamentally i mpacted the worl dds trajectaswy f or

come. Indeed, the repercussions of this war are so far -reaching, they may come to define the new
global order for some time as countries the world -over take sides and lose focus on other issues.

While the need for the world to underwrite long term  sustainable development is widely
recognized, the year to date has demonstrated the power of short -term security and stability
considerations to derail the global movement to greater sustainability. The need to address the
interrelated security and economi c crises has fundamentally shifted the priorities of global

leaders, who in the aftermath of COP26 declared the climate action failure as the most severe risk
facing the world over the next 10 years. ° Today, these same leadersare more urgently focused on
local issues driven by spiraling inflation, stalled growth, energy, food, and national security.

As a result, most Western leaders would contend that s pending billions on long -term sustainable
development of developing econom ies in the Global South is a luxury they can currently ill -afford
in the face of domestic electorates struggling in cost -of-living crises or (in the case of European
countries) increasing Russian aggression.While climate change is of crucial interest to | arge parts
of their population, it is not competing well with economic stability or national security in times of
perceived uncertainty .

14
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Figure 2: Key Near Term Global Security Challenges

Peace Dividend Exhausted. Following a decades long peace dividend in Western and
Northern Europe , states including Sweden and Finland are abandoning longstanding
policies of neutrality and joining NATO, with the region pledging over US$200 billion in
increased defense spending as part of a global wave of rearmament

Acceleration of Renewed Cold War. The conflict has fundamentally shaken the global
security architecture and accelerated the emergence of a new cold war between the West
and China, Russiads most i mportant ally

Soaring Commodity Prices.Ru s s i ats wespondmg shnctiohsere impacting
global commodities prices and disrupting supply -chains:

EnergyUncertainty surrounding access to Russ
energy with many countries highly or solely dependent on Russia for their ene rgy has
pushed global energy prices to record levels, with oil prices increasing over 100%

between Q3 2021 and Q1 2022

Food. Similar concerns over the ¢.30% of global wheat exports from the Ukraine -Russia
region has pushed wheat prices up over 70% over the same period. The UN-led Back Sea
Grain initiative released some pressure but risks remain of interruption.

Global Inflation. Higher commodity prices are exacerbating inflationary pressures, with the
IMF raising 2022 inflation projections to 6.6% and 9.5% in advanced economies and
developing markets respectively.

Reduced Economic Growth. As a result, global growth is expected to fall in 2022 from
4.1% to 3.2%, wiping out trillion dollars of output for the world, according to forecasts by
the World Bank and UNCTAD.

Increase in Fossil Fuel Extraction.Nations formerly at the forefront of the energy

transition are rushing to embrace oil and gas, with G7 energy ministers calling on the
OPEC group of oilproducing countries to increase production, as well as de veloping new
resources in their bids for energy security.

Global Food Crisis. The number of people experiencing acute food insecurity has
increased by almost 90% to 345 million since 2019, and as many as 828 million people go
to bed hungry every night due to the combined shocks of the pandemic, conflict (in
Ukraine), climate impacts and spiraling prices.

Competing demands risk creating dangerous trade -offs

The resulting consequences for the global sustainability transition are severe . Lower growth,

economic crises and increased defense spending all reduce the capital urgently needed to fund

the transition to sustainability at a critical juncture for the world, and the revival of fossil fuel risks
further undoing the worl dbds i nsuf.Batlcsecaeritytandpr ogr es s
sustainable development have significant capital requirements.
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Global commitments to the SDGs in 2020/21 totaled US$3.6-4.7 trillion, a significant sum but one
that would only be sufficient to cover the current cost of just the climate transition for one year,

TheWesthas accepted that the peace
dividend following the Second World War
is spent With the SDGs underfunded by

rather than all 17 SDGs.* This implies that
the rich nations of the West believe the
world, when it comes to sustainable
development at least, has time on its side

75%, the world isspending on arms when in fact scientists have been clear it

rather than development, and is acting as
if it has time on its side while scientists
have been clearthis is not the case nor is
itthe casethati s someone e
the case either

does not.*

With regards to security, the West appears
to have accepted that the peace dividend
following the Second World War has been
spent, and they are back in a scenario of
arming up again with urgency . Global
defense spending crossed US$2 trillion for the first time in 2021 and is set to increase further.

It would appear therefore , that the two issues, sustainable development and human security are
competing for both attention and capital.

2. Funding global security

The global security challenges facing the world today are of a severity and reach such that they

demand attention and capital . The human security issues that have arisen today have damaged

individual sthasic freedom s, even in advanced economies s including access to sustenance,

personal safety, and basic rights s and are multi -dimensional in coming from powerful social,

economic, environmental, and political sources. Indeed, global safety and security decreased for

ng t he Y Atetaloft ut e Ys
63 countries saw declines in political freedom in the past year, with 38% of the global population
Bnot f Fustleetwhiletthe e
the worl dbYs

the first time in five years, accor di to Legatum

countries considered
Ukr ai

in the world today. **

living i n hi ghe

war in ne has captured attention

The key security risks that have arisen in the past year span defense, energy, food, economic and

political security challenges across the worl dbUs

threat to geopolitical security and the liberal world order that has underwritten it.

Cumulati vely the worl dbds

trillion to 2030 , globally.

maycastran estgnateduincrenegtal U$EOI41 e ng e s
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Military Security. Countries around the world have committed to increases in defense spending in
t he wake vasidRofdlgdina, MATOhas expanded, and new alliances like the Asian Quad
are being formalized further , helping to drive a global wave of rearmament. While this will drive
security for many, it will also make multi-lateral engagement on sustainable development more
challenging, diverting resources and more importantly political goodwill away from internat ional
collaboration.

Energy Security. Rus s i ads iFlgweass The Rising Cost of Global Security, Partial List
of Ukraine has seen Western

_ The Rising Cost of Global Security, Partial List
countries move to reduce or

eliminate fully imports from Security Category | Strategic Risk Management Estimated Global Cost
. Measures (Actual and Potential) Through 2030
Russia Eur opedYds Il ar
. Military Security Defense spending (G20 countries lift | US$23.6 trillion
trading partner and the wo r | annual defense spending (to 2% of
. GDP)
largest gas and second largest oil
L. . .. Energy Security Upstream oil and gas investments US$0.9 trillion
exporter . This in turn is drlvmg (announcements by 20 largest oil
renewed investment in fossil fuel majors)
exploitation risking the Paris Domestic Political Protectionism and barriers to trade | US$18 trillion
’ Security increase

Agreement to reduce these National Economic Creation of recovery and stimulus US$16.9 trillion
investments by US$500 billion by | security il

2030. At the same time enhanced

Total US$59.4 trillion

security risks are calling for

Source: Copital os o Force for Good Initiative

diversification of energy sources
to increase resilience.

Domestic Political Security. Liberal democracy in many advanced industrialized countries is

threatened by increasing waves of nationalism and populism, driving societal unrest and social

conflict. With many governments feeling that they lack the mandate to focus on (international)

sustainable development , some nations have been adoptingi s ol at i oni s-firstand Bcoun
policies. The world is seeing non-tariff trade barriers ris ing seven-fold in the decade since 2010,

and restrictions on foreign investment relat ing directly or indirectly to national security concerns

about foreign ownership of domestic assets ,'¢ all of which has been damaging global cohesion.

National Economic Security. Finally,governments need to make greater investments into
preparedness to deal with global shocks in the coming decade, including both investments to

build greater resilience and investments providing relief when this resilience is insufficient . This
may well require deploying similar amounts in fiscal stimulus to the US$16.9 trillion deployed
during 2020/21 to boost recovery from the coronavirus pandemic, further driving global
indebtedness. The combined force of these security challenges is already reshaping global supply
chains and globalization and is settotestt he wor | dds i e u mbhewktodethea d e r
to make a better world . Additionally, the sheer scale of the financial cost of US$59.4 trillion
through 2030 (equal to ¢.6% of annual global GDP) and the perceived near -term urgency of these
challenges carries with it the risk of crowding out other spending priorities for the world , in
particular for long term matters such as sustainable development.
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3. Funding the SDGs

Att he hal fway mar k of the UN Suyedrldesparg ibi$imecreddiaglye | o p me
clear that meeting the goals will be a tall order for the world , with the annual funding gap inflated

by the pandemic and the war. As we have seen, the events of 2022, with a security dimension,

represent alternative calls on global funds that threaten the continued funding of the SDGs

Further, recent estimates f ol | owi ng | ast vy emthetdear-t€r0 Eolt6of funeiegt i n g
global Net Zero point to significant spending increase requirements, exacerbated by the roll -over

of continued underfunding in 2021.

This study has re-examined the cost and the gap to deliver the SDGs taking into account the

many disruptions of the last year, and the continuing f ailure to fund while the window to correct
this closes. The results are that these factors have increased the annual cost of funding the SDGs
by US$3-5 trillion over and above that estimated in the 2021 Capital as a Force for Good report to
acurrent estimate of c.US$15-20 trillion annually, an increase of c.30-40%. This increase is driven
by inflation, needed funding for Net Zero, roll-over costs from historical underfunding, and a
persistent gap in OD A funding. The recalculation estimates a total cost to fund the SDGs of
US$135-176 trillion to 2030, The detailed analysis is presented in Appendix 1.1.

Figure 4. Updated SDG Funding Need

2021 SDG Funding Need and Gap in USS$ trillion

Total Need:
US$15.0-19.6

oo US$3.6-4.7tn trillion
18.0 Funding
Gap:
US$11.3-
16.0 US$0.5tn 14.9 trillion

US$0.9-1.7tn | '
———————— | P

US$1.3-1.5tn '-|
! i Reduced

foppppnp—"
US$3.3-3.8tn - by US$0.2

A
ay
o

12.0 trillion in
[ US$8.2-9.9 2021
2 trillion under-
@.0 funz%x%g in
Ao -
w - Us$3.65.9m (adjusted for
%.0 | inflation and
| Increased by split over 9
6.0 | US$1.9-3.6 frillion years)
' | vs. 2020 based
| on revised
4.0 1 estimates of cost
’ : of achieving Net
US$1.7-2.1tn | Zero
2.0 !

1. People 2.Planet  3.Physical and 4.Prosperity Rolled Over Reversionof TotalSDG  Add:Current Total Global

Average Annual Funding from 2022-2030 (in Constant 2021

Virtual Unfunded External Funding Gap Annual SDG Funding
Infrastructure Requirement  Finance to Funding (as of Need (2022-
from 2021 Developing 2021) 2030)
Countries to
2019 Level

Source: Capital as a Force for Good Initiative
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Given that only a quarter of the current need is being funded, the annual funding shortfall is
estimated at US$11.4-15.0 trillion, a ¢.35-50% increase, with a gap of US$103-135 trillion to 2030.
The implications are dramatic. The world is currently investi ng 4-5% of its GDP annually towards
the SDGs. Fully funding the SDGs would require spending to increase four-fold to 16 -20% of GDP

The importance of the SDGs in underpinning peace, prosperity and freedom in the world is well
established. The achievement of the SDGs within the next decade is critical for the world to avert
the crises that will result from over-exploitation of resources, extreme weather events, pollution
and biodiversity loss, poverty and inequality, political and social strife , and mass migration. The
world is set to fail to fund the resolution of these issues in line with their commitment of 2015

Clearly, amore urgent focused, integrative, and scaled approach is required to rapidly increase
the levels of SDG financing to the necessary levels, recognizing that a dollar invested now is worth
more than a dollar invested later, and that the costs of inaction far outweigh the cost involved, no
matter how high they may seem.

4.Human security goals and the S DGs are
Intertwined

Thetotal SDG funding requirement over the next decade of approximately US$135-176 trillion,
would be extremely challenging under any circumstances. With an additional c.US$0 trillion
required for global security , the total spending need require s the world to reallocate nearly half of
thewor | dbds «clUspablirididn inglbbal gross liquid assets, while continuing to meet all
other current and future commitments for funding such as healthcare, education, pensions,
infrastructure renewal, and investments in the future , among others, particularly in advanced
industrialized countries.

Fundamentally however, the notion that global security and sustainability goals are mutually
exclusive priorities in their demands on global capital, resources and leadership attention is
fundamentally flawed. The two are inextricably linked . Given the role of the SDGs in mitigating
human, economic, social, political, and planetary risk, the major difference between global
security and sustainability is one of timing and emphasis. The SDGsaim to invest for the longer-
term horizon to 2030, while being concerned with the immediate crises facing the world with a
focus on people and the environment. In contrast, global s ecurity goals are highly responsive to
immediate risks while investing for the longer-term aim of delivering stability and are typically
more focused on military and economic security.

Given t he UNUYs SDGsdnéhuinam seouoity,lif we dnae ont h e  defirkition of

human security, it covers seven dimensions comprising economic, food, health, environmental,
personal, community and political security. Taking these seven dimensions and mapping their

relationship to the 17 SDGs points to the deep linkages between the two.
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Figure 5: Interrelated Nature of Global Security and Sustainability Goals

Security and Sustainable Development

s|eon juawdojanaq s|qeureisns ayL

1: No Poverty

2: Zero Hunger

3: Good Health and Wellbing

4: Quality Education

5: Gender Equality

6: Clean Water and Sanitation

7: Affordable and Clean Energy

8: Decent Work and Economic Growth

9: Industry, Innovation and Infrastructure
10: Reduced Inequality

11: Sustainable Cities and Communities
12: Responsible Production/Consumption
13: Climate Action

14: Life Below Water

15: Life on Land

16: Peace, Justice and Strong Institutions

17: Partnerships to Achieve the Goals

Source: Capital as a Force for Good Initiative

The Seven Dimensions of Human Security

Economic
Security

Food
Security

Personal
Security

Environmental
Security

Health
Security

Political
Security

Community
Security

Without security there can be no meaningful sustainable development, and without sustainable

development , human security is put at risk. So, while trade-offs are being made against two
buc ket sthey #haukl cather ibd sgeld asaomed

seemingly

separ at e

will lead to increased security risks (and cost) and any shortfalls in security will raise the bar for

driving sustainable development.

The choice between security and development therefore is an illusory one and both need to be

me t

to under wri

t e

t h e , pvosperity dagdsfreedam, implying thal thepworidc e

The choice between security and
development therefore is an illusory
one. Without security there can be no
sustainable development, and without
sustainable development, longterm
security is put at risk. Both are needed

t o

under wr i

t e
peace prosperity and freedom

t he

will need to fund the total sum US$195-236
trillion through 2030 . More radical solutions

will need to be examined where existing

proven scalable solutions are applied to make

a difference to what seem like intractable

problems.

TodaybYs worl d

scenari

example where a security failure or
transgression resulted in a war that has

negatively impacted supply chains, and

economic activity. In turn this has impacted prosperity, health, and education outcomes directly

for affected regions , creating a ripple -effect the world over given the globalized nature of

economics, trade, and politics. This has diverted funds from sustainable development to arms

Bdevel
bucket. Due to their interrelated nature however, any shortf alls in addressing development issues

(0]

purchases, leaving a less stable and sustainableworld in the wake of the conflict. Ultimately, with
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development impaired, short term and longer-term security have been compromised for the
world.

The emerging challenge for the world therefore is to fund both security and sustainability while
minimizing any near-term trade -offs between the two given the urgency of both, in a mission to
deliver Bsecure sustainable developmentd

5. Funding the future

Of course, todaydYds capital is already accounted f
has a call on virtual |l y edafuhding anexpengve staustquo (baaripg t a | a
any dramatic change of heart i n norma coosumption,e ntds wi |

savings, and investment requirements, and maintaining existing security and sustainability
investments, thereby ¢ k e g phe lights on.3Funding the SDGs and security have a tough task to
compete with this incumbent call on capital.

In addition, there is one other major category that is set to place perhaps the largest demand on

capital, and that is funding the future . The wor | dds most <wsaodcenspénies ent r
have always been those that have harnessed innovation to drive progress and development , such

as the railroad barons and industrialists in the 19 " century, and information technology companies

in the 20™. The astonishing wealth creation of companies that fund and scale breakthroughs in

energy, infrastructure, transportation, o _ _ o
communications, and technology has | N€ World is in a historic transition from

always been a powerful lure for capital, &N industrial era to a digital one. While
which gravitates to the highest return  global security is needed to establish a
opportunities . stable world, and the SDGs are required
The world today is in a historic transiton (O l€vel up the world,ultimately, the

from the industrial era to a digital one.  Diggest investments will be made to
While global security funding is needed to  create a new fuure as different from
establish a stable world in which to build t oda y S as t oda y ?s
the future, and the SDGs need to be agricultural era

funded to level up the world so that the

transition can occur equitably, the biggest investments will be made into technologies and
companies that drive that transition and shape the world to come, which will be as different from
today as today is from the preceding agricultural era.

The building blocks of such a civilization would require a series of fundamental breakthroughs to
be funded, achieved, and scaled, including new energy sources and natural resources that
replace carbon with ones that are clean, scaled, cheap and global based on fundamental scientific
breakthroughs. This era would also be characterized by its use of artificial intelligence, computing,
and data sciences, a more pervasive distributed form of capitalism that drive s mass inclusion, an
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interconnected empowered global population, where the metaverse provides for an alternative
platform for digital experiences and consumption, and where man has moved beyond the earth.

The funding need for thi s transition is difficult to estimate but is likely to be vast , dwarfing the
capital that exists today. While over time the investments required will be self -funding, in the near
term, funding the future risk s competing with those required to ensure security and sustainability.

Stepping back, the resulting overlapping and competing demands for global funding are scaled
and complex, and meeting these will require a significant reallocation of global investment c apital,
the redirection of global capi tal flows and the alignment of stakeholders to do so while protecting
them during the transition .

In summary

A The world is undergoing a series of shocks that are threatening global security and risk the
SDGsbeing neglected by the global community

A These shocks have also had a direct impact on the SDGs, undoing progress from previous
years and raising the total need to US$135 -176 trillion and widening the total funding gap
to US$103-135 trillion .

A This amount, combined with the c.US$60 trillion of additional capital required to fund
global security raises the total need to US$194-235 trillion and represents a significant
portion of the worldbds | iquid capital which ne

A Ultimately, security and sustainability are two sides of the same coin and can only be
solved together, requiring the world to adopt an integrative approach to funding these
challenges.

A Investing in the future represents a potential short -term competitor to funding secure
sustainability over the short -term, but over the long term it can deliver the innovation and
returns needed to fund the SDGs.
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lll. All the Money in the World, And Who
Has It

The US$194-236 trillion of capital needed for global security and the SDGs over the
remainder of the current decade represents an almost insurmountable challenge to

fund . However , with c.US$450 trillion in gross liquid asse ts and US$95 trillion in

annual economic output , there should be sufficient wealth, and wealth creation , in the
world to fund these amounts . However, u nlocking these amount s for secure
sustainable development is about minds et as much as it is about money. It requires
the alignment o f capital owners, managers, rule maker s, and the hubs through which
capital flows, as well as the other stakeholders that have a role to play in the system

of capitalism. Rather than being in issue for the w o r | fidagaal institutions to solve,
this will be a multi -stakeholder effort th at impacts the core building blocks of the
prevailing model of global consumer capitalism.

1. The map of global capital stocks and flows

During 2021, total global wealth increased by 13% to reach US$809 trillion in global assets, both
liquid and illiquid. This increase was driven by a macro-economic recovery fueled by the
unprecedented liquidity injected into markets around the world and recovery from the
coronavirus pandemic . Real global GDP expanded by6.1% during 2021, following a contraction of
4.9% in 2020.!" Global debt hit a high of US$303 trillion, jumping by a record US$77 trillion helped
by persistently low interest rates ,'® while global equities returned 18.5% in 2021 , adding a further
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US$14.3 trillion in global wealth. *°* These increases in liquid asset prices were mirrored by illiquid
asset price growth, albeit in a more moderate fashion, with global house prices rising by 10.3% on
average during the year.?

In terms of global capital flows,th e wor | dds 6. 1% GDP growth transl at
economic output. This includes US$5 trillion of incremental household consumption over the
previousyear. The key pools and allocators of the worl dbYs

A US$809 trillion of gross assets (including debt), comprising c.US$450trillion in gross liquid
assets (55%) and US$365 trillion of gross illiquid assets (45%).

>

Deducting debt, US$659 trillion of total net assets are estimated to be in the global
financial system in the year 2021, comprising US$369 trillion in net liquid assets and
US$290 trillion of net illiquid assets, 70% and 80% of which, respectively, are held by
individual households.

A Taking the c.US$450trillion in gross liquid assets only, US$274 trillion or 62% are owned
by individuals, 38% are owned by governments (through their central banks, sovereign
wealth funds and public finance institutions) with less than 1% coming from endowments
and foundations .

>

66% of these gross liquid assets (US$295 trillion), are allocated by assetownerst o Bas s et
gatherer-a | | o c althongh $he degree of control that asset gatherer-allocators have
over the assets they administer varies significantly.

A US$104 trillion in assets are controlled by direct investors , or third -party asset managers,
who receive funds from both asset gatherer -allocators and directly from ultimate asset
owners.

A The finance industry as a whole therefore administers a total of c.US$399 trillion in gross
liquid assets,or90% of t he worl dbds total, recognizing ¢t
counting in the US$399 trillion of assets due to direct investors receiving funds from asset
allocators

A Additionally, US$60 trillion in gross liquid ass ets, are held by non-financial corporations ,
who while not the ultimate owners of their assets (belonging to their shareholders), have a
significant impact through their decisions about how they do business .

A 56% of the worl dbds debtaithbudh pabiicpedutties keprésenttiee | d a's
wor |l dds | ar ges t,wosth US$OP telliom Other tiquid dssetclasses include
(by order of size) government debt, corporate debt, financial institution debt, cash and
deposits, private equity , and consumer debt. These numbers have some double counting
between them.

A In terms of illiquid assets, US$256 trillion, 70% of the US$365 trillion in gross illiquid
assets, are owned and managed by individuals, while 30% are owned and managed by
governments (through direct investment and public sector undertakings).
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A Onlyci1% of the worl

dYs

l iquid wealth has

and strategies, led by sustainable debt 0.2% and sustainable equity 1.1%.

In addition, some keyob s er vati ons
Figure 6 below):

A US$95 trillion of

t hat arise from

gl obal GDP represents

examini

current

ng

the t

generated annually, reflected in the production and consumption of goods and s ervices
(73% ofthe total) and in capital formation or investment (27% of the total).

>

spending accounts for over half of global GDP.

The table outlines the global stock and flow of financial assets as of year-end 2021.

Figure 6: The Global Stock and Flow of Capital

Households represent 78% of total global consumption, and their US$54 trillion of annual

The global stock of capital

A.i. Asset Owners: Net Assets' (US$659tn)

i_ Net Liquid Assets (US$369tn) TII_ Net illiquid Assets (US$290tn) |

et Government | Net Government Wealth |

| Net Household Wealth FRERRE £ Central FEndzwtr_nent(sT& Corporates (Top || Net Household ——— Net Corporate |

| Liquid Assets: Net Household Public Sector ek Resares: oun ?0'8;‘5 op .14k Cos)Z: || Non-Financial Non-Financial f tonn Non-Financial I
| $133tn Other Financial  Assets (Top 31 $42tn : $28tn [| Weakth:$23ttn  Assets: $22n : Wealth? $46tn

Assets: $123tn  countries): $68tn $3m T | —— e IS —— |

i_ _________ Gross Liquid Assets (US$444tn) TII_ 7 Gross lliquid Assets (US$365tn) |
—— |
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| Public Sector G Foundations (Top RIS (116} i i Public sector i ial |
Liquid Assets: nglis ngse"."'ld Assets (Top 31 Bank Reserves: 100): c14kCosjz || Non-Financial Non-Financial Assets: $69tn WNUT’;;”;;‘S‘;
| $143tn er Financia =24 $42tn - $60tn Wealth: $256tn Assets: $41tn : ealth? tn
Assets: $132tn countries): $125tn $3tn I
B. Asset Gatherers/ Allocators (US$295tn) Allocations Direct Ownership
r—— " " " - - - = I R |
| Banks: Pension Funds Insurance: SWEFs: Family Offices: DFls: |
| $180tn $56tn $40tn $11tn $7tn $1tn |
_________________________________________________ Direct
: Direct i
C. Direct Investors (US$104tn) Allocations Investments Ownership
__________________________ ———
| | AssetManagers (Ex- VCPE REITs Hedge Funds |
Alternatives) $7tn $5tn $5tn |
| $88tn g
e e e e e . — — — — — ————————— . e e e —_—
D. Asset Classes?2 (Before Netting-Off Cross
Holdings Between Asset Classes) (US$894tn) {
____________________________________________________ r
= ; Private Co Investible I Gross Gross Government Wealth |
| Financial Co Govt. Corporate Consumer Public Equity Gold: Real Cash and || Household Non- public sector Gross Corporate
Debt: $68t”’ Debt: Debi e Fauity (Top 1,000)%  US$1 1tn Estate: Do | Financial Non-Financial Assets: $69tn e L]
| US$87tn US$87tn US$54tn Us$92tn US$éBtn B US$3tﬁ US$64tn 1 Wealth: $256tn Assets: $41tn " Wealth2: $100tn \

Notes: 1) Sources of wealth have been adjusted to the extent the gross assets (i.e., Asset Classes) have been funded by debt; 2) Net assets of corporates are double counted since the equity value of
corporates is owned by the individuals and accounted as part of individual wealth 3) Only corporates with above US$500m considered; 4) Arrived at by applying the revenue multiple of top 1,000 listed

companies to the revenue of the top 1,000 unlisted companies

The global flow of capital

Global Flow of Goods and Services
(i.e. Global GDP)

Us$95tn

v

Final Consumption
US$69tn (73%)

v

Capital Formation
US$26tn (27%)

v

Individual Consumption
US$54tn (78%)

Social Transfers including Government Stimulus

Source: Capital as a Force for Good Initiative

v

Govt. Consumption
US$15tn (22%)
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This analysis provides a snapshot representation of the global financial flows through the system.
Steppingback,t he breakdown of t h eevera key taketavayw forahe fuldingg f f er s
of global security and sustainable development:

A The world has never had more capital at its disposal than it does today , at c.US$450
trillion in gross financial assets. Total global wealth is at its highest point in human history,
with global financial assets up 11% against the previous year. Conversely, the capital
needed for funding secure sustainable development has also increased by c.30-40% due
to events, inflation, and the cost of inadequate action.

A Ef fecti ve c ont cauthlisvebtedtadnoss fourdkey Istdkehslders, whose
collaboration will be required to deploy it effectively :

1 Households own US$275 trillion in gross liquid assets (62% of the total ), although
their level of control over asset allocation varies (from very high with direct
investments to low er for their pension fund assets)

1 Governments own US$167 trillion in gross liquid assets (38% of the total ), but are
individuallythe wor | dds | argest all ocators of capital
spending roles

1 The finance industry administers US$399 trillion in gross liquid assets (equal to 90%
of the total) of households and governments, acting in a variety of roles ranging from
custodian to direct investor to effective asset owners

1 The non-financial corporate sector directly controls US$60 trillion in gross liquid
assets but are accountable to their shareholders as the ultimate owners of these
assets.

A While recognizing that ultimate asset ownership and control often diverg e (and lead to some
double counting of assets), these numbers provide an indication of the stakeholders that
need to work together to mobilize capital at scale.

A Global GDP is expected to reach nearly US$100 trillion in 2022, 3.2% higher over the

revious year, and growth continues to be a .
P Y g Ef fective contro

capital is vested across four key
stakeholders¢ the individual,
governments, financialinstitutions,
and corporations ¢ whose

in the past year. Their collective decision to collaboration will be reqU|red to

choose to buy differently has a material d€pPlOy capital effectively
impact on the value generated by corporations that hold their stock.

yardstick by which the world measures
progress and development.

A The individual is also a power player in
consumption, representing US$54 trillion or
c. 78% of total consumption of US$6 9 trillion

A Just over 1%, US$6.4 trillion, of t h e w amods diddid assets are held as sustainable
investments. A small but increasing portion of global wealth is already being allocated to
sustainable assets. However, the estimated spending requirement of US$ 195-236 trillion
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for security and the SDGs overall implies the need for a near fifty-fold increase in these
assets within the current decade .

A The stock of net illiquid assets of US$290 trillion has an important long-term role to play.
The world has a large stock of largely physical assets in the hands of stakeholders, of
which households are the most power ful owning 80% (mainly in the form of home
ownership) and the government owning the balance. Thisincludes property, which as it is
maintained and replaced, will have an important role to play in sustainability.

A Corporations with direct control over US$ 60 trillion of gross liquid assets have an impact
through the capital they allocate to activities and actors around the world. While this sum
is significant, corporations are often 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 liquid financial asset s
Binvestedd in the traditional sense.

Note: The overlap between stakeholders is clear given the amounts add up to far more than the ¢.US$450 trillion of gross liquid
assets.

Clearly, without alignment of goals, interests and acti ons, the worl dbds
funded.

This understanding of the origins, flow and destinations of capital and the various roles of the
participants, demonstrates the pivotal role that various stakeholders will need to play in
determin ing where capital should flow to.

2. The role of financial hubs in directing capital flows

Global finance is dominated by a few key financial hubs. New York, London, Hong Kong, and very
few others, and these have ¢ o0nc eattivity actogsdankng,c h
asset management, insurance, and capital markets, and have therefore served as nerve centers
for the global economy, in some cases since the beginning of the 20th Century .

However, the shift to a sustainable, digital era and the r ise of major trading blocs that capture the
value created by these changes is set to upend the hubs of the industrial era. This will have a
significant impact on the global flow of funds, which will shift to and through new financial hubs in
innovative ways across the world. The resulting flows of capital favor four major economic and
trading blocs that are set to be the future superpowers -the US, EU, China and, over time, India-
and their major hubs will be increasingly critical for funding not only the SDGs and security in the
near term, but also the longer-term shifts to a secure sustainable future a s part of the
information age.
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Figure 7: The Top 15 Global Financial Hubs by Decade

The top 15 global financial hubs through 2050

2020 Ranking 2030 Ranking 2040 Ranking 2050 Ranking
1. New York City @ @ @ @ 1 New York City
2. London O @ 2. Beijing
3. Tokyo 3. Paris
4. Shanghai 4. San Francisco
5. Singapore .\ 5. London
6. Hong Kong 6. Frankfurt
7. Beijing 7. Shanghai
8. San Francisco 8. Tokyo
9. Geneva 9. Mumbai

10. Los Angeles
11. Shenzhen
12. Dubai

13. Frankfurt
14. Zurich

15. Paris

16. Chicago
24, Washington
25, Boston

27. Amsterdam
37. Munich

45, Mumbai

Saurce: Capital as a Force for Good Initiative

10. Washington DC
11. Shenzhen

12, Boston

13. Munich

14, Chicago

15. Amsterdam
16. Los Angeles
17.Singapore
23. Geneva

23. Hong Kong
27. Zurich

34. Dubai

Discontinuity from Sustainability, Digital and the Rise of Four Superpower Blocs by 2050. Three
major global discontinuities impacting financial hubs and their relative position are the shift to the

information age, the sustainability transition (including the accompanying energy transition ), and

the emergence of a multi -polar world consisting of four superpower blocs: the US, the EU, China,

and India, which have the largest economie s, populations, and resources.
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These Changes Have Far Reachingonsequences for the World, and Certainly for How Money
Will Flow. These discontinuities have already been fundamentally changing the way businesses

across all sectors need to operate, and ) )
Figure 8: Combined Scale of Four Power

finance is a major force that will be required _
Blocs Determines the Future World Order

to underpin these changes.

. . . . . The US, EU, China and, over time, India are power blocs that
Financial Hubs are Critical Points or Conduits already effectively control the world in terms of the key

. economic, demographic, security and political parameters.
of the World U s T r avdlebe Impanteﬂ by 68% of the world’'s market capitalisation across their major

Changing Flows As key centers of globall stock exchanges.
. . . .. 67% of global defence spending, with the cumulative budgets
wealth creation, financial hubs have a critical of the five largest countries outside of the four blocs

(Russia, Saudi Arabia, Brazil, Japan and South Korea
together representing less than 13% of global spend.

hubs that can reinvent themselves will 63% of global GDP currently generated by the four blocs a
share of global output.

role to play in the coming transitions, and th e

mcreasmgly monopollze the flow of Capltal ! 45% of the world's population, expected to decline slightly to

which will lead to other hubs Iosing relevance 40% by 2050, with India overtaking China as the world's
most populous country.
and their leadership positions . 39% of the world's arable land, and 31% of the land in

current agricultural use globally.
Future Leading Hubs Will be Conduits of the 37% of global trade, with over US$2 trillion in trade between
] the four power blocs pointing to significant economic
Finance of these Superpower Blocs and for integration across the group.
Accessing the World Population. Future , _ _ _
Source, American Power Series, The Quadrilateral Power Blocs Shaping the World:
|eading hUbS WI” require more than a Scaled Will Democracy Prevail? Greater Pacific Capital, December 2020

asset base and accompanying scale in

business activity and volume, they will also need to finance solutions to global issues , requiring
scale and innovation in applying finance.

The Shakeout Will Lead to a Small Group of Hubs Being Strategic and The Rest Being Distribution

Hubs for Them. Two different models for future financial hubs are set to emerge, one strategic,

focusing on strategic decision making in the global allocati on of capital, and the other, more

tactical and execution oriented, serving as a base for asset gathering and the distribution of

financial services. This distinction will become clearer overtimeas t he wor |l dds superp
increasingly collaborate and compete for position.

Geopolitical Power, Sustainability and Technology Favor America, the EU, China, and Over Time,
India too. Recognizing the on-going power of the US, New York, and San Francisco, can be
expected to take pre -eminent positions reflectin g the importance of finance and information age
technology, respectively. Beijing rises to reflect the rising economic and broader power of China,
and both Paris and Frankfurt are beneficiaries of the leading scaled position of the EU, while
Mumbai rises over the coming decades to become a top ten hub .

London, Hong Kong, and Singapore Will Need to Rethink Their Strategic Relevance to the
Superpower Blocs, in Particular. Many current global financial hubs, like Hong Kong and
Singapore, are set to see their positions erode in the coming decades despite their strengths and
history. London is also set to decline given its increasing alienation from the EU, (which also
makes it less important to the US , China and India.
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Population and Financial Inclusion Matter , with Digital Allowing These to Be Accessed Across the
World, Beyond the Top Hubs Too. Ther e are several strategies

The US, EU, China, and over time
India, will have the economic and
trading might to determine the
flow of capitals through their hubs using digital strategies to overcome the limitations
and are the critical players in of their physical location.

funding secure sustainability in
the future

defend or even improve their relative positions,
including aligning with the leading superpower
blocs, allocating capital for financial and broader
inclusion in developing powers and countries

Ultimately, finance will flow through digital hubs
and innovators from across the world will be
participants. However, the transition will see those with economic, trading , and political power
supersede those that lie at the periphery of the superpowers.

3. Multi -stakeholder capitalism and its flows to fund
secure sustainability

Given there appears to be enough capital in the world, and it has grown even as the world faced
extreme crises, many leaders call for the SDGs to be funded. However, they have not been
funded, and the gap continues to widen. So, what does it take for capital to flow to the SDGs?

The answer lies partly in addressing a common false assumption. Namely, that individual actors in

Figure 9: Multistakeholder Consumer Capitalism the system, particularly financial

institutions, if they chose to, could

Mu ltistakeholder Consumer Capitalism divert capital to the SDGs without

undermining the system, and for

Pvgggg"mw some reason they are choosing not to.
nsumption : . o
G ‘matoralgoods This assumption is too simplistic and
preskinroughs to itz demend -
find more efficient o fog of everything needs to be grounded in
%}( 5&3 understand ing that the flow of capital

is determined by a system and each
[—&1 e player is part of the system. Changing

Hmnnng ol the
planet and

scarce moun:u -o consumption .
the system In a secure manner

requires an understanding how the

[—C‘éj] system works (i.e., its design
. i(8)°9 . .
o A eonsum.d.m, principles), the role of the key players
ab'ﬁniywwfv"u - ol globauoonomy . .
T =) in the system and the determinants
e and levers that enable it to change .
Sysiemolicesdon  chains chatnd | |
demands faeosEnes The design of the system is based on

demand fueled by ever increasing
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alignment of interests of all stakeholders to ensure supply is met at a profit adequate to pay for
risk and investment .

Various stakeholders play a role in the system with varying positions and power , with each role
moving the system along. Individuals drive household consumption representing the majority
57% of global economic output . Thewor | @diiteal and economic systems operate to meet
these demands, often at the expense of other long -term priorities. Governments rise and fall
based on their ability to provide prosperity to its citizens that funds their consumption.
Corporations rise and fall based on their ability to deliver the goods and services desired, and
financiers ultimate ly rise, and fall based on their ability to fund the companies that deliver. Other
participants in the system, scientists, innovators, technology providers and media, for example,
play their role in both the demand and supply side of the system, providing the means by which
each operates more efficiently and effectively, but essentially helping consumption and
production to grow.

The level of consumption and production in the current system has alrea dy resulted in vast
consumption of t heThis haa mebeed accourdges fmrpropgedysn the valuation
of the impact of the activities, thereby treating natural resources, and often human resources, as a
Bf reed asset 1 n tenhEhisapproakch hasglistorted the batculatign sf financial and

ethical value, promoted activities that Changing the system of capitalism such that

: a secure sustainable future is funded
the wor | dUsoftenioa ofp | )
sync with the core values of '€dUIres global stakeholders toagree on
stakeholders, leading to the C@pital allocation; they need to align on
consumptionofthewo r | d ¥s r e What, how much and how they will
at an alarming rate. consume, produce, innovate, regulate, and
However, capitalism has also lifted r e wa rthis walild redirect the flow of
bilions of people out of poverty funds. The other way is through a shock
delivered the innovation that has  that quickly and forcefully changes stability,
made the modern world possible and ~ security and powerwhich can take time to

created the wealth and prosperity  reach a new equilibrium
that an increasing part of the global

are unsustainable and dangerous to

populati on enjoys today. Accordingly, the goal for the world needs to be the evolution of capitalism
such that it can deliver secure sustainability for all, rather than overthrowing the whole system.

The key levers for changing the system and its flow of funds in clude the values, culture and

behaviors that confer personal and social value to activities, positions, and outcomes; accounting,

legal and regulatory requirements that determine the valuation of activities and the rules of

engagement; innovation that chan ges the value of assets, and economics that determine profit,

scale, and growth. Building secure sustainability into the system itself will require adjusting these

levers, beginning with the adoption of a more integrative approach to calculate profits, pricing

both the positive and negative externalities of
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Systemic change such that secure sustainability is funded require s changing the mindset of global
stakeholders to align and coordinate on capital allocation , which cannot be accomplished without
changes to demand, production, innovation, regulation , and rewards. Viable and sustainable
change require s consumers to rethink their consumption and value of consuming, governments to
change the rules of engagement, scientists, and innovators to deliver new products and ways of
delivering these, and ultimately businesses to do business differently and financiers to fund those
most likely to succeed in meeting demand .

Such a multi-stakeholder alignment would redirect the flow of funds. Clearly, this is not the only
way systems of capitalism change, shockscan also change the system and history has many
examples.

The case for change is clear. The challenge is to ensure that each participant understands what
their role is, what the implications are for their lifestyles and operations, and to be accountable
for making the change. This is far less clear than it needs to be.

In summary

A The wat$$d3Bsillion of liquid wealth appears to be sufficient to fund global
security and the SDGs through 2030 and beyond.

A Deploying these assets at scale for secure sustainability however will require the
alignmentoft he wor |l dds most ersrandallotatorstnanely theefinanae w
industry, individuals, governments, and non-financial corporations.

A Deploying the necessary vast sums will requirethe wo r | d Ys f i tha nouteiglabal
capital flows to also play a critical role and that power is set to be concentrated in the US,
EU, China, and over time India.

A However, achieving the SDGs will require more than just money. They will require
fundamental changes to the current consumption driven model of capitalism that runs the
global economy.

A These changes require changing the mindsets of all the stakeholders of the system,
aligning the goals, efforts, and behaviors, with stakeholder each playing unigue and critical
role in meeting the SDGs, delivering security, and funding the future,

A These are the building blocks for a multi-stakeholder engagement to align interests, create
the blueprint, identify the solutions , and fund and implement the goals.
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V. The Finance Industry: Funding
Sustainability

[ }

As the stakeholdersin t he wor | d tHefinana mdustrg | with ¢.90% in its
custodianship has a potentially unique role to play in achieving the SDGs. Over the
last three years, the Capital as a Force for Good report has analyzed a group of the
finance industry Y keaders and their positioning across ESG, sustaina bility and
stakeholder engagement to quantify the emerging common ground across the sector
The report also examin es the bold est initiatives in these areas that are breaking new
ground , setting the bar for the rest of the industry to  meet and explore s how that is
defining the institutions and their performance

1. The Common Ground: substantial and growing
across the industry

The dataset analyzed to identify the common ground of finance industry leaders has grown in size

and scope, covering companies representing eover
analysis presented in this section provides a benchmark of 125 leading global financial

institutions across major global regions and industry subsectors , with assets totaling US$190

trillion. As in previous years, these organizations are not pre -selected on the basis that they are a

gf or ce fToeabreakdowrdoF these institutions and their selection methodology are

describedin ®Report Objectives, Research Process and Met
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In keeping with the aim of examining how the finance industry is playing its role in allocating
capital for good, this report analyses the commit
leading financial institutions across three main dimensions:

z

A The adoption and integration of ESG considerations intro business processes to minimize
any potential harm. The imputed values are Mindful Conduct.

A Driving sustainable development through the core business by channeling capital towards
key SDGs. The activities denote Caring for the Planet.

A Engaging a wide group of stakeholders including employees, customers, communities,
governments, civil society, and others. This implies values and behaviors showing
Compassion for All.

Together these dimensions provide the framework within which the finance industry can act as a
force for good in the world at a time of profound and multi -dimensional change.

Deepening integration of ESG, gMindful Conduct 3

A common ground has emerged with near universal adoption and integration of ESG into
businesses practices

There is now near universal adoption of ESG considerations among finance industry leaders with
100% of the institutions profiled having public commitments, policies, frameworks, metrics
tracking and reporting, active screening, and diligence for ESG factors. ESG continues to deepen,
with a significant majority explicitly targeting sustainability outcomes, providing ESG training, and
implementing portfolio balance targets (such as sector caps), and in some cases actively divesting
from non -ESG compliant assets.

Figure 10: Adoption of ESG Policies and Practices by Finance Industry Leaders

Adoption of ESG Policies and Practices by Finance
Industry Leaders

1 00% Have publicly- >900 o Have a detailed ESG >65° Have Sustain Portfolio

committed to ESG, and Framework or Balance Targets for Loans
implemented policies Management System & Investments

W % of Firms

W % of Assets + AUM
100% 100%  97%  99% 96% '

1% 9 9
9 90% 90% 90% 86% 90% 4% 0
79% 81%
67%
i ] ]
Have Made a Have an ESG Have a Detailed Report Detailed Reporton ESG Screen Financing Conduct Provide ESG Have Sustainable Measure Specific

Public Policy in Place ESG Framework ESG Metrics and Matters to Transactions for EnhancedDue Training to Portfolio Balance  Sustainability
Commitment to or Management KPls Sharehdders ESG Risk FactorsDiligence onHigh  Employees  Targets for Loans Outcomes from

ESG System ESG Risk Loans & Investments Loans &

& Investments Investments
Source: Capital as a Force for Good Initiative
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However, there is still further scope for improvement, with 42% of these fin ancial institutions yet
to start measuring sustainability outcomes, 40% still not looking to actively divest from non -ESG
compliant assets, 33% yet to establish explicit sustainable portfolio balance targets for their loans

or investments, and 21% not disclosing the ESG training that they provide to their employees.

ESGintegrated AUM declined, but a wide array of factors being considered, new factors such
biodiversity, data privacy, and supply chain gained prominence

The total ESG integrated AUM for the 125 finance industry leaders was US$30 trillion, or 16% of
tot al

AUM. I n

comparison,

t he

100 industry

integrated AUM of US$33 trillion, or 19% of total AUM, and on a like -for -like basis, the ESG
integrated AUM of these 100 institutions decreased by 11% in 2021. The decrease can be

potentially attributed to multiple factors, but increased scrutiny is a key driver, with more finance

industry leaders auditing their ESG assets, often in response to increa sing regulatory scrutiny, and

hence raising the bar for their classifications. There is a high degree of alignment on the ESG

factors being considered by finance industry leaders. Climate change (91% of institutions), human

rights (86%), and ethics (78%) vere the top environmental, social, and governance factors

respectively being considered by financial institutions, similar to last year.

Figure 11: Total ESG-Integrated AUM and Key ESG Factors Considered

Total ESG-Integrated AUM and Key ESGFactors Considered
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There are a variety of other factors whose importance has increased significantly over the past
year. For example, biodiversity was cited as a key ESG factor by 67% of institutions this year (vs.
52% last year), data privacy and cybersecurity were cited by 76% (vs. 63% last year), carbon
intensity was cited by 67% (vs. 48% last year) and supply chain management was cited as a factor
by 45% (vs. 32% last year).

Negative screening is being used to drive environmental and social objectives

Ofthe 125financei ndustry | eaders analyzed, only 63% have
(vs. 64% last year and 50% in 2020) that restrict financing towards certain business activities

which are deemed to be harmful. Most of these finance institutions are using ex clusions largely to

address compliance related matters such as child labor, cluster munitions, or businesses which

were in contravention of international conventions.

A smaller subgroup is actively using exclusions to address environmental and social obje ctives.
For example, 67% of institutions who have disclosed exclusion criteria are restricting funding for
thermal coal mines, 41% are restricting exploration of the Arctic Circle; and 32% are excluding
fossil fuel investments altogether. Some are also using exclusions to achieve health and social
objectives. Forexample, 56% exclude tobacco and 37% exclude businesses that make or sell
alcoholic beverages, or civilian firearms.

Figure 12: Harmful Business Activities Being  Restricted Through Exclusions

The Defunding of Environmentally Harmf ul Activities

% Thermal coal mines or L3 New coal-fired power
expansion of existing 67% —] E plants or expansion of 52%

mines existing plants

& expﬁ)”r:tri‘gng;sthe 4 1 % @ NU Clsgn’t)gwer 3 7 %
E Arctic Circle

All fossil fuel A Hydraulic 0
m investments 32% fracturing and oil 30 A)
i% sands

development
Restricting Other Activities for Social and Health Objectives

Tobacco Projects that
% manufacturing and 56% ﬂ NS%aégggm?Ect 41%

— distribution Heritage Stes

re=—smmm Prod uction and sale 0 ,-_% Manufacturing or
F of civilian firearms 37% ?MJ distribution of 340/
1 alcoholic beverages 0

(% of Finance Industry Leaders that explicitly exclude or restrict investments in the following business activities)
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However, there is clearly still a lack of alignment around these priorities, and based on the

analysis above, the use of exclusions (beyond basic compliance-related matters), is not yet a

common ground in the finance industry, with less than two -thirds of institutions disclosing their

exclusion criteria in the first place . An even smaller subset, 20-40% of all institutions analyzed, use

these exclusions proactively to drive environmental and social objectives.

Finance industry leaders are collaborating to define a common set of standards

There is a large (and growing) number of industry collaborations in which the finance industry

leaders are sponsoring and participating in, to establish a set of common goals, frameworks , and

standards, notably the UN Principles of Responsible Investing of which 70% of finance industry

leaders are signatories of. However, their reporting systems are still evolving and voluntary in

nature.
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Organizations establishing climate and carbon related disclosures are seeing increasing
participation, with Carbon Disclosure Project and SASB membership increasing to 65% and 55%
this year, respectively (vs. 59% and 43% last year, respectively), on a larger sample size.

However, this also means that 30-45% of the institutio ns have not yet signed up to industry
associations like the UN-PRI and the UN Global Compact While participation has increased in
carbon disclosure related organizations, 34 -54% of institutions have yet to sign up for TCFD, CDP,
SASB or ClimateAction 100, and many who have signed up have yet to declare scientific based
targets for reducing portfolio emissions.

ii. Investing in sustainability , gCaring for the Planet 3

Most finance industry leaders have committed to the Paris Agreement and Achieving Net Zero
Carbon Emissions by 2050

The November 2021 COP26 conference in Glasgow hel ped gal va
commitment to achieving Net Zero emissions by 2050. Of the 125 leaders analyzed in this report,

84% of institutions with a total US$153 trillion of assets and AUM have publicly committed to

achieving Net Zero (and/or the Paris Agreement goals more broadly). COP26 also succeeded in
broadeningthe f i nan c e pantidipaton, ang thenewly created Glasgow Financial Alliance

for Net Zero (GFANZ)as attracted over 450 members managing over US$130 trillion of financial

assets, with its membership nearly doubling in the second half of 2021.

Figure 14: Membership of the Glasgow Financial Alliance for Net Zero (GFAN2Z)

Total Membership of the Glasgow Financial Alliance for Net Zero
(GFANZ)

Total Number of Members Financial Assets of Members (USS$ trillion)
130
450
70
160
- . :
] —
November 2020 April 2021 November 2021 November 2020 April 2021 November 2021

Source: Glasgow Financial Alliance for Net Zero, Progress Report

The association has been highly successful at capturing the attention and commitment of the
industry and using peer group competition in securing membership. The association also
recognizes that having secured commitment, an important next step is to translate this into the
very clear obligations of signing up in terms of tangible actions and the timing of these, and
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systematically move members towards driving the world to Net Zero emissions. GFANZ members
are obligated to produce interim GHG reduction targets for 2030. While many members have
announced targets, most have yet to publish tangible action plans on how these targets will be
achieved. What is clear though is that these will require rad ically scaling direct funding for
renewable energy production.

The expectations are that the scale and scope of actions that financial institutions can take will fall
into three categories. At the most basic level institutions will need to achieve Net Zero in their
own operations, andmuchs ooner t han 2050. The next | evel
emi ssionsbYd by actively reducing exposure to
be to proactively fund decarbonization solutions and e ngage in other collaborative action to drive
decarbonization of high emissions sectors.

2021 was a record year for sustainability financing, with sustainable debt issuances doubling .
However, 2022 is likely to see a contraction with a 27% fall in H1 2022

2021 was a record year for financing climate change and sustainable development, with the 125
finance industry leaders collectively mobilizing US$3.0 trillion in sustainable investments. In
comparison, the 100 industry leaders mobilized US$2.1 trillio n last year, and, on a like-for-like
basis, their investments increased by 24% to US$2.6 trillion in 2021.Sustainable debt #* forms the
biggest part of this financing, and there w as c.US$1.6 trillion of new issuances in 2021, more than
double of 2020. While green bonds form the largest portion of sustainable debt (c.40% of new
issuances), social, sustainability, and sustainabilitylinked bonds have grown rapidly over the last
year and nearly quadrupled in 2021.

Figure 15: Sustainabil ity -Linked Financing Activity by Industry Leaders in 2021

Sustainability-Linked Financing Activity by Industry Leadersin 2021
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However, the momentum created for sustainability funding in 2021 appears to have faltered as

tech stocks fell foll owiatoggwRhhe subsetusent risenirvod grices,n o f
equity market collapse, and a rising interest rate environmen t. Total sustainable debt issuance

has declined by ¢.27% in the first half of 2022 (vs. H1 2021)* and while sustainable debt is

expected to remain resilient and exceed US$1 trillion in 2022 23, total new issuances are unlikely to
match the record levels t hey reached last year.

Funding financial inclusion, affordable housing, and community development

Over and above their sustainability -linked products, finance industry leaders are also looking to
drive the SDGs through their core business by mobilizing c.US$345 billion in financing for
affordable housing, small business loans, and other community development initiatives, in 2021,
primarily in their local economies and communities.

Figure 16: Community Financing Mobiliz ed by Industry Leaders in 2021

Financing for Affordable Housing, Small Businesses and
Community Development by Industry Leadersin 2021

US$345 billion Total Community Financing Initiatives Mobilised in 2021

7
278
Affordable Housing Loansto Small Businesses and Other Community Development Total Com mu nity Financing
Minority Communities Initiatives

é [T] ag fer
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However, in comparison to the total issuances of sustainable debt, these volumes remain
materially smaller. Given the scale of the funding requirement for the SDGs, there is an
expectation that finance industry leaders can increase this direct financing to drive the key
economic and financial inclusion objectives of the SDGs.

Moreover, most of this financing is local in nature and hence not reaching the developing
countries where it is needed the most. Hence, while it certainly helps alleviate poverty and
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inequality in local economies and communities, it does not substantively address the SDG funding

gap for the d evelopment and inclusion related goals in developing countries.

A continued focus on reducing their direct and indirect carbon footprint

Measuring and reporting direct and indi

for finance industry | eaders with 86% of the institutions analyzed doing so in line with the

rect

carbo

Greenhouse Gas Protocol Accounting and Reporting Standards, in line with last year (albeit on a
larger sample size), and vs. 79% in 2020. With various conservation and mitigation measures, the
industry leaders analyzed in this report have reduced their total direct emissions by 44% since

2018.

Figure 17: Change in Finance I ndustry

Leader sbYy

Change in Finance Industry Leaders’ Carbon Footprints 2021

86%

track CO2 emissions

scope 3 (value chain) related carbon footprint over the last four years*

Numbers in mtCO2e (metric tons of carbon dioxide equivalent)

44%

5,757,795

I 5,301,518

Scope 2

1,644,634
1,560,130
1,377,786

Scope 1

4,899,735 4,810,295

Scope 3

4,654,171

4,649,662 4,009,057

m2020

867,265

Scope 1: Direct emissions from owned or controlled sources

m2018 m2019 m2021

Scope 3: All other indirect emissions that occur in a company’s value chain

*Includes companies that have disclosed GHG data for the previous four years

have adopted GHG protocol accounting and reporting standards to

Companies have taken several steps to decrease their scope 1 (direct), scope 2 (indirect) and

4,067,616

Scope 2: Indirect emissions from the generation of purchased energy consumed by the reporting company

Source: Capital as a Force for Good Initiative

However,t he i ndustrybds direct

e mi s s i ohaisindife& patiplo

1) pal

emissions (Scope 2 and 3), and aggregate indirect emissions have been largely flat vs. 2018 levels
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(though lower than in 2019). As such, the industry appears to be mak ing insufficient progress on
the basic goal of reducing the carbon footprint of its own operations to Net Zero.

iii.  Deliveringto multiple stakeholders , gCompassion for All 3

The finance industry is proactively engaging multiple stakeholders on a range of issues

Since 2019 when leading financial institutions participated in the Business Roundtable committed
to the interests of multiple stakeholders, beyond simple shareholder interests, 96% of finance
industry leaders covered in this report have publicly com mitted to such an approach. Employees,
customers, and local communities are the primary focal points; however, industry leaders are also
engaging with their suppliers, industry peers, and policymakers.

Figure 18: Finance Industry Leaders Y A p p r oMulti RStakebolder Engagement

Finance industry leadersthpproaches to mul tistakeholder
engagement

Finance Industry Leaders Have Implemented Programs and Initiatives to Engage
Various Different Stakeholders
96(y of finance industry leaders have publicly committed to working in the interests of multiple
0 stakeholders, and not only shareholders
Key Stakeholder % of Leaders
:‘...‘ Employees 91%
[
2®2 Local Communities 849%
@
w@ Shareholders 829%
}iﬁ Customers 829%
°
,‘.‘L-! Suppliers 71%
ﬁ Government & Regulators 65%
‘Q‘ Industry Peers 50%

Saurce: Capital as a Force for Good Initiative

While most finance industry leaders have embraced a broader definition of who their
stakeholders are, a smaller subgroup is proactively working with transnational institutions,
national governm ents, and regulators to drive policy changes. Climate change, education, and
healthcare are the main focus areas, with 31 -36% of finance industry leaders having specific
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partnerships or engagements with policymakers with respect to these issues. However, s ome
leaders have raised their ambitions and broadened their scope to include urban development
and housing (22-24% of institutions), poverty and hunger (16%), and racial justice (16%).

Supporting local communities in times of adversity

In 2021, finance industry leaders analyzed in this report spent a total of US$8 billion across their
corporate social responsibility (CSR) activities and philanthropic initiatives. The main areas of

spend in 2021 were social welfare, pandemic relief, and diversity and inclusion.

Figure 19: Total CSR Spending and Key Focus Areas in 2021

Total Spend on CSR Activities and }

Philanthropic Initiatives in 2021

Total CSR Spending and Key Focus Areas in 2021

US$8 billion

Social Welfare

IHlustrative Initiatives

Covid-19 Initiatives

lHlustrative Initiatives

Diversity & Inclusion

lHlustrative Initiatives

“Action for Racial Equity” that
provides a commitment to
strengthen the organization'’s
policies and practices to
become an anti-racist
institution

Work with philanthropic
partners to support educational
equity to foster human
potential

Impact

“Covid-19 Relief and Recovery" to
address immediate needs for
COVID-19 relief while staying
focused on longer-term economic
recovery

“COVID-19 Relief Fund” created to
help the world's hardest-hit
communities during the pandemic

Impact

“The Diverse Leaders Program”,
which holds sessions for women
and ethnic minorities at mid-
management level to build
necessary skills

“One Million Black Women”
campaign to address the dual
disproportionate gender and racial
biases that Black women have
faced

Impact

Committed US$1 billion in
strategic initiatives through
2023 to help close the racial
wealth gap

7 out of 10 student participants
earned placement at leading
universities; volunteers spent
50 hours performing online
tutoring for students in English,
math and psychology

US$160m in COVID-19 and recovery
efforts since the beginning of the
pandemic with total contributions of
$3m from employees to date
Deployed US$54m to more than 300
nonprofits across 31 countries

65% of participants have
expanded their role or been
promoted after attending the
program

US$10 billion in investment capital
and US$100 million in
philanthropic grants to narrow
opportunity gaps for at least one
million Black women in the next
decade

Source: Capital as a Force for Good Initiative

However, while CSR is clearly an important part of addressing key issues, the amounts mobilized
are far overshadowed by the amounts invested in sustainable fin ancing comprising local financing
for housing, small businesses, and community development where business cases are clearer.
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A continued focus on employee wellbeing, diversity, and inclusion in the workforce

The 125 finance industry leaders analyzed in this report employ five million employees in total
worldwide, of which or 2.5 million are women. However, only approximately one third of the
board directors for these financial institutions are women, leaving ¢ lear room for further
improvement.

The quality of human capital is perhaps the most important differentiating factor for financial
institutions . As a result, finance industry leaders have been among those at the forefront of (i)
initiatives to ensure diver sity and inclusion in the workforce, and (ii) programs to improve both
physical and mental wellbeing of their employees. Recent projections draw attention to women
across all wealth brackets being set to inherit 70% of global wealth over the next two
generations.?* This makes inclusion of women a business imperative too.

Figure 20: Focus on Building a Diverse and Inclusive Workforce

Focus on Building a Diverse and Inclusive Workforce

509 of the aggregate employee base across firms is comprised of women

359% of board representation across firms is comprised of women

Key Employee Policies Focused on Increasing Diversity and Preventing Discrimination
(Publicly Disclosed) (2021 vs. 2020)

Prevention of discrimination against people Prevention of discrimination against people based
with disabilities on sexual orientation
90% 94%
96%
5 - -
2020 2021 2020 2021
Prohibits discrimination against minorities Increase in diverse representation across
workforce
95% 95%
98%
- - -

2020 2021 2020 2021

Source: Capital as a Force for Good Initiative
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Figure 21: Focus on EmployeesYdYd Physical and

Focus on Employees’ Physical and Mental Wellness

91% consider employees as a key stakeholder and have engagement
0 programs and initiatives for employees

Key Employee Programs (Publicly Disclosed) (2021 vs. 2020)

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

84% 86% 90% 92%

2020 2021 2020 2021

Source: Capital as a Force for Good Initiative

Iv.  Conclusion: Significant and  growing common ground shift ing to
guality of action

A substantial common ground

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. Financial institutions have
increasingly integrated ESG considerations into investment and business decisions, and there has
been a sharp increase in various forms of sustainability financing. There is a growing willingness
to lead on major glo bal issues including climate change, inclusion and diversity, and governance.

The analysis supports the following key conclusions on the substantial common ground for the
industry that has emerged over the last year:

A 95% Participation by the Industry in | nternational Associations. There has been a
proliferation of industry associations for ESG and sustainability, and a few of these are
attracting a critical mass of members and emerging as the de facto industry standards.

A 92% have Physical and MentalWellness Programs, 50% of Employees and 35% of Board
Directors are Women. The finance industry has been among those at the forefront of
diversity and inclusion in the workforce , with clearly further to go .

A 86% of Industry Leaders Measure and Report GHG Emissions Annually. It has become the
market standard for large financial institutions to measure and report their direct and
indirect emissions in line with globally expected standards , although the industry has not
significantly decarbonized their portfolio s to date.
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A US$130 Trillion of Assets Committed to Net Zero by 2050. Following COP26 in November
2021, there has been strong momentum with finance industry leaders committing to the
Paris Agreement and Net Zero by 2050.

A USS$30 Trillion of ESG Integrated As®ts, 16% of Total. The share of ESG integrated assets
has stagnated in the last year, as greater scrutiny is applied to the criteria for classifying
assets as such, potentially putting at risks estimates of ESG integrated assets increasing to
US$50 trillion by 2025.

A US$3.0 Trillion of Funding for Sustainability Mobilized in 2021. Last year was a record-
breaking year for investments in sustainable debt with new issuances doubling over 2020
to US$1.6 trillion. The market has moved beyond green bonds with an e xponential
increase in social and sustainability bonds too.

A USS$8 Billion of CSR Spend Focused on Social Welfare, Diversity, and Inclusiorindustry
leaders spent US$8 billion in 2021 on CSR and philanthropy in total, focusing on social
welfare initiatives to in health and education, as well as various diversity and economic
inclusion focused initiatives.

Rising challenges to the industry

Following a plethora of announcements from the industry as leading institutions joined various
associations, committed to Net Zero and announced their ESG policies and published impact
reports, severalissues have arisen for the industry to address:

A Combating ¢ Gr Eemwaidespieadgdoption of ESG systems has led to
concerns around whether it is genuinely changing behaviors at these institutions or being
used to put a Bgreend or Bs us-asadua. &d eéxanipe,atd wr ap
recent analysis by Morningstar found that c.1,200 funds (or 20% of the total), with over
US$1 trillion of AUM, no longer merit an ESG label, and national regulators and authorities
have begun cracking down the misuse of ESG and sustainability labels by asset managers.

A Slowdown in ESG Fund Flows and Sustainable Debt IssuanceF ol | owi ng Russi abis
of Ukraine earlier this year, and the subsequent collapse in global technology stocks and
rise in oil and gas prices, net fund flows to ESG funds and new sustainable debt issuances
have both slowed down sharply in the first half of 2022 , indicating that allocating to tech
was the easy decision and the difficult decisions to invest for impact are still ahead.

A A Lack of Standards for Measurement and Reporting. While some industry associations
have emerged as standard bearers, there is still confusion about how to incorporate ESG
data, with fund managers citing it as the single biggest adoption hurdle. The main reasons
cited in doing so are the lack of consistency in ESG scores, differences in disclosures, and
constantly changing methodologies, among others ,25 with the management of the
resulting complexity becoming an increasing administrative burden for many institutions.
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A Current Financing Levels Remain Insifficient. Addressing climate change and achieving
Net Zero by 2050 alone requires US$4 -6 trillion of new investments annually through
2050. With the other SDGs, the price tag increases to US$15-20 trillion of new investments
per annum. Against this stark r eality, even record level of funding in 2021 is woefully
insufficient to address the challenges at hand.

A Political Attacks Related to Fiduciary Duties and Fund Allocator Interests. There has been a
growing backlash against ESGfrom some political quarters , particularly in the United
States. States with large oil interests like Texas have threatened to withdraw funds from
asset managers looking to reduce their fossil exposure, while other states have prohibited
their pension funds from using ESG screening at all.

In addition, an important risk factor on the flipside of the need for rigor in measuring and

adhering to ESG is that when life is based on rules rather than principles, things can go wrong in
more complex situations. And so, the strict adoption of a rigid rules-based approach to ESG with
binary judgements on rankings will stop the flow of capital to the certain countries where
governance standards are weak, but the need is the greatest, and these are often countries
where the SDGs will be either won or lost for the world at large. This is a conundrum for the UN,
national policy makers, corporations , and financiers to resolve.

A higher quality common ground being established by a subgroup

Much of the industry has now established the basic architecture for being a Brce for good Ysuch
as having an ESG policy and framework, diversity and inclusion program, and publicly committing
to multiple stakeholders and the Paris Goals.

Given that the 125 finance industry leaders analyzed here repres ent 50% of the industry in terms

of assets and a significant majority in terms of market valuation, these are now the basic

requirements to operate and be a mong the leader group in the industry, butthe ar chi t ect ur e
not a basis of differentiating, the quality and content are .

The analysis indicates that a subset of the industry leaders has and are pushing further than the
restto establishahigherBqual it yd common ground which | ooks be
programs, and differentiates them through :

A Strategic use of ESG.Using ESG exclusions to drive environmental and social objectives,
rather than just for compliance purposes . ¢.20-40% of finance industry leaders are doing
this.

A Targeting outcomes. Systematically targeting and measuring sustainability outcomes from
investments, ¢.58% of finance industry leaders are doing this.

A Deeper ESG integration. Integrating ESG considerations into a larger proportion of assets
in a meaningful (and auditable) manner,c.16% of financeindustry | eader-sd AUM
integrated , and these have declined by 11% in the last year.
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A Adopting science-based targets. Leaders are also establishing science-based targets to
back up decarbonization commitments, providing a clearly defined pathway to reduce
GHG emissions.

A Driving Net Zero portfolio outcomes. Going beyond just Bcommi
taking tangible actions to reduce the emissions of their entire portfolios .

A Scaling development and inclusion financing. Scaling up sustainability financing, and in
particular financing for the development and inclusion related goals in developing
countries.

Thisincrease in quality is a clear feature of what is a highly competitive industry , historically driven
by a race to the top me asured by position s in league tables and by a drive for efficiency and
effectiveness internally. This shift to quality is also critical given the increased scrutiny of the
industry as the world faces increasing threats and a desperate need to fund developm ent issues.

Successive years are likely to see a leadership group establish a higher operating standard for
being a force for good.
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2.Breaking New Ground and creating impactat scale

With ESG policies and practices having rapidly become the norm in the finance industry, the focus
is now shifting to how financial institutions are tangibly rising to the challenge of achieving the
SDGs, driving both funding and impact. Finance industry le aders are approaching this in different
ways. Large, scaled global banks have made trillion-dollar commitments for sustainable financing
to 2030, and are mobilizing large amounts of sustainable financing for climate and social
development. Other leaders ar e focusing on finding innovative funding solutions for the more
difficult and neglected goals. Some institutions, by virtue of their leadership positions in the
segments they operate in, are driving direct impact by providing insurance or affordable home
financing. Another strategy, being used increasingly by large asset managers is to look to convert
assets, at scale, to sustainability, with some doing it through new ESG products, and others doing
it by exercising their voting power on their investee compa nies. Leading private financial
institutions continue to leverage their platforms to drive impact, pushing the boundaries of
funding the SDGs, and working alongside multilateral development banks and development
finance institutions, for whom financing sus tainable development is part of the core mandate.

Il nterestingly, some financi al products are ¢énatur

or delivering essential much needed services.

I. Industry le ader s 8undh@i&onthe rise, and increasingl y broad

based
Last yeards Capital as a Force for Good report ex
institutionsYd sustainability targets and funding
engagement, with a broad array of goals targeted an d significant commitments made in their
pursuit. Importantly the report had calculated that industry leaders targeting the goals had
deployed a record US$2.1 trillion over the course of 2020.
Sustainability financing by industry | eaders continues to grow
During 2021 the same group of companies have stepped up their engagement with the goals,
deploying a record US$2.5 trillion, a nearly 20% increase on a like-for-like basis. The detailed
breakdown of these | eadersbd i ni tincaeasinyleeathaithedr c o mmi
engagement over time.
These | eadersd SDG focus during the past year has

and renewable energy continue to be areas receiving the most attention, institutions are
broadening their focus on SDGs relating to human development, prosperity, and broader planet
related goals. The data shows institutional focus increasing across almost all goals, with a
significant rise in engagement with SDG3 (Good Health and Wellbeing), SDG 4 (Quality Educatn),
SDG 5 (Gender Equality), as well as SDG 14 (Life on Land), and SDG 10 (Reduced Inequalities),
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pointing to the fact th at leaders have recognized the need for broader engagement with the
SDGs, and have identified or developed a broadening set of engagement models to allow them to
participate in their funding.

Figure 22: Finance Industry Leader SDG Engagement 2022 vs 2021

Finance Industry Leader SDG Engagement 2022 vs 2021

Freeing Human Potential Saving Our Planet Building Enabling Infrastructure Greating a Shared Prosperity
3 = [ ™ === [T
iy BEBEAG BB OH@ B
Financial Institution _Managed Assets (US$bn) _Rinancing (US$m)
Institution 1 >US84 trillion 64,000
Institution 2 >US$4 trillion 2,85,000
Institution 3 >US$4 trillion 2,51,200
Institution 4 >US$4 trillion 28,555
Institution 5 >US$4 trillion 2,51,663
Institution 6 >US$4 trillion 1,25,562
Institution 7 >US$4 trillion 12,648
Institution 8 US$2 trillion-US$4 trillion 8,878
Institution 9 US$2 trillion-US$4 trillion 1,44,000
Institution 10 US$2 trillion-US$4 trillion 82,600
Institution 11 US$2 trillion-US$4 trillion 89,000
Institution 12 US$2 trillion-US$4 trillion 8,050
Institution 13 US$2 trillion-US$4 trillion 2,20,000
Institution 14 USS$2 trillion-US$4 trillion 8,760
Institution 15 USS2 trillion-US$4 trillion 81,370
Institution 16 US$2 trillion-US$4 trillion 1,659,700
Institution 17 US$2 trillion-US$4 trillion 94,350
Institution 18 US$1 trillion-US$2 trillion 51,830
Institution 19 US$1 trillion-US$2 trillion 25,130
Institution 20 US$1 trillion-US$2 trillion 81,538
Institution 21 US$1 trillion-US$2 trillion 30,294
Institution 22 USS1 trillion-US$2 trillion 67,400
Institution 23 US$ trillion-USS2 trillion 35,072
Institution 24 US$1 trillion-US$2 trillion 13,713
Institution 25 US$1 trillion-US$2 trillion 10,770
Institution 26 US$1 trillion-US$2 trillion 19,532
Institution 27 US$1 trillion-US$2 trillion 22,921
Institution 28 US$1 trillion-US$2 trillion 5,300
Institution 29 USS1 trillion-US$2 trillion 36,085
Institution 30 <Us$1 trillon 21,400
Institution 31 <USS1 trillion 40,044
Institution 32 <US$1 trillion 26,019
Institution 33 <US$1 trillion 4,260
Institution 34 <US$1 trillion 50,455
Institution 35 <US$1 trillion 6,755
Institution 36 <US$1 trillion 8,961
Institution 37 <US$1 trillion 4,200
Institution 38 <USS1 trillion 1,731
Institution 39 <US$1 trillion 1,523
Institution 40 <US$1 trillion 1,853
67,952 1,23,558 98,812 | 162,440 392,353 83,824 73,366 | 180446 244,782 131,929 2,24378| 129667 136531 215112 216,970

Note: ?egxesponse marked for SDG 16 indicates the institution has explicitly stated targets and ?egxesponse marked for SDG 17 indicates the institution
actively partnering for the goals

Saurce: Capital as a Force for Good Initiative

However, despite these increases, private sector engagement on the SDGs as a percentage of the
total capital is still tiny and is highly skewed to a few SDGs backed by strong business cases and
high returns potential, with three times as many institutions focused on SDGs like SDG 7 (Clean
Energy) and SDG9 (Decent Work and Economic Growth), vs. the lesgopular goals such as SDG 2
(Zero Hunger) and SDG 14 (Life Under Water).

In terms of the actual funds deployed to specific SDGs during the past year SDGs, funding to
virtually all goals increased, with only SDG 13 (Climate Change) and SDG7 (Affordable andClean
Energy) seeing absolute declines reflecting the g

SDG spending priorities. The two goal sY share of
in 2020 to 25.7% over last year.
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The distribution of the increased spending maps closely to the increasing prioritization of key
SDGs laid out above. The biggest absolute spending increases of US$146 billion and US$142
billion went to fund SDG 10 (Reduced Inequalities) and SDG6 (Clean Water and Sanitatian),
respectively, while SDGs 5 (Gender Equality), SDG 3 (Good Health and Wellbeing), and SDG9
(Industry, Infrastructure, and Innovation) received funding increases of US$60 -80 billion each last
year.

Figure 23: 2021 SDG Funding Bre akdown by Industry Leaders in US$ billion

Annual SDG Financing Mobilised by Finance Industry Leaders (In US$bn)

392.4

244.8
2244 2170 2151
180.4
162.4
I 1305 1319 1297 4y36

10 [ Q’

i
i
L]

9’!

41

3

B
& . ]

E
I

Source: Capital as a Force for Good Initiative

Finance industry leaders SDGfinancing is increasingly aligned with critical SDG funding gaps

As previously stated, the total annual funding need for the SDGs has expanded to US$15 -20

trillion annually, rising30-4 0 % year on year, faster than the priv
€.20%. As a result, the annual funding gap in developing countries now runs to total of US$11.4 -

15.0 trillion, with significant shortfalls across all categories of spending. The funding need of each

category varies significantly with Planet related goals representing over 40% of the total funding

need (given the higher estimated cost for meeting Net Zero), and People related goals counting

for 16% of the funding gap.
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Figure 24: Finance I ndustry LeaderstdYd SDG Funding

Private Sector SDG Funding vs Gaps

Est. A I
> . nnua . 2021 Funding

Category Spending Gap in USs trillion

US$ trillion
1. People 1.7-2.1 16% 0.3 12%
2. Planet 3.6-5.9 41% 0.7 29%
3. Platforms 3.3-3.8 31% 0.8 31%
4. Prosperity 1.3-1.5 12% 0.7 28%
Total 9.9-13.3 100% 2.5 100%
Add: Rollover Requirement from 2021 0.9-1.1
Decline in External Finance for 05
Developing Countries 2021 '
Total Developing Country Funding Gap 11.4-15.0 2.5
Source: Capital as a Force for Good Initiative

The increasing diversification of finance industr

alignment of their spending distribution across the different SDG categories, with the actual SDG
funding need. I n 2020, i ndu s thighlycdneertrdtedrosPRtanes DG s p e n
related goals, at the expenses of People and Platforms spending needs.

During the past year, leaders have significantly diversified their commitments across the goals
and have provided nearly equal amounts to Planet, Prosperi ty, and Platform related goals. As
before, private sector financial institutions did not provide direct funding to the fifth SDG
category, Peace and Partnership (SDG 16 (Peace, Justice and Strong Institutions) and SDG 17
(Partnership for the Goals)). Giventhese goals are commonly seen as prerequisites for the
deployment of capital, rather than as direct investment opportunities in and of themselves, they
typically fall into the remit of national governments to fund (partially augmented by direct foreign
aid).

The diversification inspendingpoi nt s to the increasing sophistica:
engagement with the SDGs, and the critical role that private capital will play in funding them.

While industry leaders clearly cannot fund all the SDGs and meet the gap on their own, a task that

even if it was possible would require current spending levels to increase approximately five -fold

by next year), they are becoming increasingly ambitious and innovative in deploying capital at

scale across the world, positioning themselves as the industry leaders of the future.
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ii. Evident strategies for making an impact , examples

The initiatives listed below, categorized across different strategies leading financial institutions are
using deliver funding for and impact the SDGs, are illustrative, and begin to flesh out the
parameters of the new emerging model for the industry to doing well by capturing business
opportun ities associated with the SDGs, rather than being a simple acknowledgement of the
organizations and their initiatives. Clearly, there are many other initiatives in the industry, and the
list below is not complete.

Note: we have taken the examples from com pany public sources, avoiding any private and
confidential information , and applied this information to illustrate the six strategies we think are
effective and feasible.

A. Breaking New Ground, and Ploughing It

Certain financial institutions have been at the forefront of transitioning their businesses to being a
force for good for the last several years, making trillion -dollar commitments toward financing the
SDGs, and launchingnewlarges cal e ini tiatives for sustainabi
biggest issues. Over the last year, these industry leaders have executed and deployed the capital
against these commitment s, and some have mobilized new large-scale financing for new

initiatives.
Selected Examples of Industry Leaders Breaking New Ground and SDG
Ploughing It 2¢ Impact 27
-Bank of Ame-ri-ca Deplo;l/s US$2§O Billion in 2021 Towards %‘qp %
its US$1.5 Trillion Sustainable Finance Goal by 2030 g g
In 2021, Bank of America deployed US$252 billion in @Q‘:{{"

‘ sustainable financing, including US$157 billion of
environmental transition financing (including solutions for renewable energy, energy
efficiency, clean transportation water & sanitation, recycling, sust  ainable agriculture,
and carbon capture & sequestration), and US$94 billion of inclusive social
development financing (including community development, affordable housing,
healthcare, education, financial inclusion, and gender / racial equality).

Source: Bank of America 2021 Environmental, Social & Governance Performance Data
Summary
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Bl ackrockbdYds AUM in Dedicated S \:|-/
- .y NN
Strategies Rises to US$434 Billion g %
Bl ac kr oc kéfisustdiradle investment platform @jﬂﬂbﬁ’
increased to US$434 billion of AUM (as of 30 September 2021),
from US$199 billion in 2020), with US$64 billion of net inflows into sustainable
i nvestment strategies. Bl ackrockbtds | &gestr e
in the industryf and it also manages one
infrastructure investment platforms in the world and is one of the largest investors in
green bonds on behalf of clients.
Source: Blackrock 2021 TCFD Report
Citi Mobilizes US$160 Billion in 2021 Towards its US$1.0 \:|4
SV
Trillion Sustainable Finance Goal by 2030 g %
In 2021, Citi mobilized US$160 billion in sustainable financing, % @Q‘l%

!

" ‘ [ y #1 including US$130 billion of environmental finance (including
for renewable energy, sustainable transportation energy efficiency, and circular
economy), and US$30 billion of social fina nce (including affordable housing, financial
inclusion, healthcare, and education), reaching US$222 billion of total sustainable
finance since 2020, towards its goal to mobilize US$1 trillion of sustainable finance by
2030.

Source: Citi 2021 Environmental,Social & Governance Report

Goldman Sachs Commits US$10 Billion in Investment

Capital and US$100 Million in Philanthropic Capital to

Impact the Lives of One Million Black Women

The Goldman Sachs Group, Inc. announced a new investment

initiative to advance racial equity and economic opportunity
by investing in Black women... and it will commit $10 billion in direct investment

capital and $100 million in philanthropic capital over the next decade to address the
dual disproportionate gender and racial biases... guided by the goal of impacting the
lives of at least 1 million Black women by 2030.

Source: Goldman Sachs Press Release, dated 10 March 2021

J.P. Morgan Finances or Facilitates US$285 Billion in 2021 g&"
Towards its Target of  US$2.5 Trillion for Sustainable g %
Development Finance by 2030 [ /< v

4%

In 2021, J.P. Morgan financed or facilitated approximately

US$285 billion towards its US$2.5 trillion targetfor2021 -2030¢ acr oss [ i
objectives, US$117 billion towards development financ e (including financing for
developing countries), US$106 billion towards green [finance] (including sustainable
transportation, renewable energy, waste management, green buildings, and mixed

uses), and US$61 billion towards community development (home owne  rship,

affordable housing, small business loans)

Source: J.P. Morgan Chase & Co. 2021 Environmental, Social & Governance Report
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Mor gan St Readhes PdisUS$600 Billion in 2021 of
its US$1.0 Trillion 2030 Sustainable Financing Goal

\¢[i/S
%
7]

9
aan®

Morgan StanleyYs total sustair @ﬁh
towards its US$1 trillion target by 2030 to support

environmental and social solutions to the SDGsreachedUS $6 00 bi Il l i ont¥

US$150 billion of green, social, sustainability, and sustainability  -linked bond
transactions supported in 2021f and over

[its] Investing with Impact Platform.

Source: Morgan Stanley 2021 Satainability Report

B.gNat ur al |l mpactd Financi al I nstitutions

Some financial institutions operate scaled businesses in financial products that naturally drive
impact. For example, insurance companies who protect against key risks (including climate -
related risks), and home financing businesses (or divisions or larger banks) that help drive home
ownership and affordable housing for the underserved. These institutions are variously
expanding their impact by making commitments to other areas such as climate and social
inclusion and penetrating more deeply in their core b usinesses to reach wider populations .

Selected Examples of ¢ Nat ur al |l mpactd Financi al SDG
and Broadening Their Impact Impact
Great -West Lifeco Focuses on Societal Challenges that 10 2.

Require Collective Actions TS
hd

&= With over 33 million cust omer relationships, and 28,000

g ,,‘:m employees, Great -West Lifeco [has focused on] societal

chall enges that require our collective ac
threatening the health and economic well -being of so many people, the urgent need

for cli mate action, and social injustices like the tragic legacy of residential schools in
Canada and systemic racism present in many institutions and societies.

13

O

Source: GreatWest Lifeco 2021 Annual Report

HDFC Seeks to Facilitate Home Ownership in India Across
! n All Income Segments
o A HDFC was incorporated in 1977

finance companyf and has finan M

units since inception. In FY22, 48% of loans approved were to the  middle -income

group (annual household income from US$7,500 -22,500) and 29% were to the low -

income group and economically weaker section (annual household income under

US$7 , 500648 % of | oans disbursed were to firs
value terms had women as owners of the property.

Source: HDFC Ltd. Integrated &oort 2021-22
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Japan Post Committed to Supporting Customers and Local 10 =2,
Communities and Contributing to the Realization of a 4 E b

-

Sustainable Society

A5 \ i By encouraging various businesses and local communities to
participate in and collaborate with [its] new post office network, [Japan Post Group

seeks to] create the services that meet the needs of local communities and build a
gCoaeati on Platform3 to support customers ¢
leaving no one behind in a rapidly changing society [Japan Post Group seeks to]

deliver convenience, peace of min d, security, and comfort to local communities and

all [its] customers in Japan.

Source: Japan Post Group Sustainability Report 2021

Liberty Mutual Believes Progress Happens When People 15
Feel Secure Py
Liberty Mutual is among the largest prope rty and casualty e

insurers in the USf with US$43 ‘mlgmf

in 2021. Underpinned by [its] conviction that insurance is a force for social good, N
[Liberty] is committed to addressing environmental and social challenges while

delivering sec urity for [its] customers, employees , and communities.... and [also] took

i mportant steps to address climate action
Scope 1 and 2 global greenhouse gas emi ss

and more than US$55 million to advance security and build resiliency in underserved

communities.

Source: Liberty Mutual Insurance 2021 Environmental, Social and Governance Review

Zurich Determined to be Among Those Who Are Making 13 g
Society More Resilient to Risks, Protecting People, and the 9

Planet that Supports Us

) . ) 12 S
g < With over 55 million customers m"‘"
transformational themes and pillars that [it] believes are very important to [its]
stakeholdersd future, including (1) build

innovating new solutions by announcing interim science  -based targets for its
operations and in vestment portfolio, (2) inspiring confidence in an increasingly digital
society by being more responsible in how it handles data and supporting digital
trends with a new generation of products and services, and (3) supporting its
employees and customers in times of great change and transformation.

Source: Zurich Insurance Group Sustainability Report 2021
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Divisions of Large Banks

Bank of America Expands Mortgage Program to US$15
Billion to help Low -to -Moderate -Income Homebuyers in
Achieving Affordable Homeownership

A 4 2 g Bank of America and the Neighborhood Assistance
Corporation of America (NACA) announced the expansion of their national affordable

homeownership mortgage program, with a goal of providing $15 billion in mortgages

to low -to-moderate income (LMI) homebuyers through May 2027.

Source: Bank of America Press Release, dated 18 May 2021

-

Citi Ranked Number One Affordable Housing Lender in
the US for 12th Straight Year

Citi was recognized as the number one affordable housing
lender in the United States for 2021. Citi Community Capital, a
line of business within Citi, provided appro ximately $5.64 billion to finance affordable
housing projects in 2021 throughout the U.S. Lending and investing by Citi

Community Capital in 2021 totaled over $6.9 billion in affordable housing, education,
and small businesses across 144 U.S. cities.

Source: Citi Press Release dated 30 March 2022

Lloyds Banking Group Seeks to Expand the Availability of
Affordable and Quality Housing in the UK

AsBritai nYds | argest fi nancitaflortstoer
3 build an inclusive society [are] focused on improving access to
quality housingf |In 2021, Lloyds provided
buy their first homef¥ and delivered GBP3.
social housi ng sector, of which GBP2.4 billion is dedicated to sustainability

improvements, including assessing the energy retrofit requirements of around
240,000 social homes.

Source: Lloyds Banking Group ESG Report 2021

C.Addr essi ng t hSastaBabdity @bjetties Do Y

Some financial institutions are looking to tackle areas and strategies which are fundamentally
difficult to execute. For example, rather than just making general Net Zero commitments, some
are implementing tangible action plans to materially reduce their financed emissions, others are
creating new financial products to address biodiversity loss, while others are channeling
investments towards developing countries in South Asia and Africa which need it the most, given
their existing large SDG funding gaps. These institutions are effectively showing the way to others,
establishing strong business cases for sustainability objectives that are inherently difficult to
tackle.
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Selected Examples of Industry Leaders Addr es s i ntgo BHay SDG
Sustainability Options Impact

Credit Suisse Begins Implementation of Transition

Qi

Strategy to Reduce Financed Emissions from Oil, Gas

and Coal Upstream and Downstream Financing

“’M Credit Suisse made significant progress against with [its]

Sl

preliminary numbers suggesting that it will achieve a year  -on-year reduction of
41% for [its] financed emissions from this sector. Credit Suisse has committed to
reduce financed emissions from oil, gas, and coal upstream and downstream
financing by 49% by 2030 and 97% by 2050.

Source: Credit Suisse 2021 Sustainability Report

GIC Committed to  Enabling the Transition to a Net -Zero Economy, Through
its Investments and Operations

GIC focuses on influencing its partner companies and the real economy in two

ways. First, [it] invests in companies which develop solutions that help to

decarbonise the economy, including batteries, hydrogen, carbon capture and
storage, and evennuclearfu si on¥ Secondly, [it] actiyv
compani esf When opportunities arise, [it
support their transition towards more climate  -resilient business models. this

helps to provide capital to sectors such as en ergy, industrials, and materials,

which form a substantial part of the real economy and need significant

investments to decarbonise.

Source: GIC ThinkSpace22 August 2022

HSBCOf f er s Access to WBasdddUYds Fi
Biodiversity Screened Equity Indices

HSBC announced the launch of the Euronext ESG Biodiversity

; Screened Index series, jointly developed by HSBC, Euronext,

and Iceberg Data Lab. These are the first investable bio diversity screened benchmark
indices based on a broad range of equitie
from either the Euronext Eurozone 300 Index or Euronext World Index.

—
=

:
3

8

Source: HSBC Holdings plc Press Release, dated 23 November 2021

Investec and Intesa Arrange Financing for EUR82 Million
Ghana Road Upgrade Project

Investec Bank Ltd [in partnership with other institutions] have

signed a loan to finance the upgrade and rehabilitation of a
109km stretch of the Bolgatanga -Bawku-Pulmakom Road in the Republic of Ghana...
the Ministry of Finance said [ td$sentiapsendcessar t
local communities, stimulate trade and economic and social development, further

integrate the Upper East and the Northern regions of Ghana, [and] improve access to
neighboring countri es. 3

Source: Investec Bank Press Release, dated Z&bruary 2022
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Schroders Invests in the Future of Sustainable Food and
Water with New Fund

-
<

Schroder ISF Global Sustainable Food and Water will target
i = emerging technologies and strategic industries integral to
changing the food and water system. It will seek opportunities across key value chains,
including the likes of water management, food production and processing,

distribution, and recycling.

Source: Schrodes Press Release, dated 15 December 2021

o UBS Sets Decarbonization Targets for the Reduction of
M Greenhouse Gas Emissions Across Three Priority Sectors
' by 2030

UBS has committed to publish interim financing targets for

=
e

2030 with a focus on reducing our greenhouse gas emissions in priority sectors where
the bank can have the most significant impact. In line with this commitment, the bank
will reduce the carbon footprint of its loan book across three sectors that account for

a sizable share (c. 43%) of its credit portfolio and financed emissions: fossil fuels,
power generation and real estate.

Source: UBS Press Release, dated 11 March 2022

Qi

'—"’“ Wells Fargo Announces Interim Greenhouse Gas

Reduction Targets for Oil & Gas and Power Sectors

Wells Fargo today announced its interim targets for reducing
mu_.abfﬂf_;#m 4l greenhouse gas emissions attributable to its financing
activities in the Oil & Gas and Power sectors. The 2030 reduction targets for these
sectors, based on a 2019 baseline, are a 26% reduction in absolute emissions from the
oil & gas sector, and 60% reduction in portfolio emissions intensity in the power

Sl

sector.

Source: Wells Fargo Press Release, dated 4 May 2022

D. Converting Assets to Sustainability at Scale

Some finance industry leaders, in particular large global asset management firms, are looking to
leverage their market leading positions to drive a large -scale shift of assets towards sustainable
investments through various strategies, including through active stewardship and voting against
companies based on the tangibility of their climate transition plans and boardroom diversity, and
by integrating a majority of their assets with ESG, sustainability, and impact considerations,
thereby aligning significant investor capital towards ESG and sustainability at scale.
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Selected Examples of Industry Leaders Converting Assets to SDG
Sustainability at Scale Impact

Fidelity International Expands Global Voting Guidelines 13 G
with New Diversity and Climate Change Policies

Fidelity International announced the publication of its

G Sustainable Investing Voting Principles and Guidelines,

mtroducmg new poI|C|es on climate change and diversity... [which] will see Fidelity
increasingly hold investee companies to account, utilizing its right to vote against
boards that do not meet expectationsyf Fid
take action to manage climate change impacts and reduce their greenhouse gas

(GHG) emissions, and make specific and appropriate disclosures around  emissions,

targets, risk management, and oversight.

Source: Fidelity International Press Release, 26 July 2021

Nordea Asset Management Sees 90% of New Fund Flows
from ESG Funds in 2021, with ESG Funds Now Accounting
for 67% of its Total AUM

el

Nordea Asset Management, a leading global asset manager
W|th EUR300 b|II|on of AUM, saw its ESG funds increase to EUR195 billion, or 66.5% of
its total AUM, with new ESG fund flows at one point accounting for ¢.90% of total new
fund inflows. The asset manager also launched a series of new ESG funds during the

3l ©

year.

Source: Nordea Annual Report 2021, Bloomberg Report

-

Schroders Assets Under Management are 100% ESG
Integrated, Increase by GBP35 Billion in 2021

i

Schroderstd GBP732 billion of a
now fully ESG integratedf and,
investing expernse with a new Global Clim ate Leaders fund, attracting net new assets
under management of GBP35 billion during the year'.

81!“5 0

Source: Schroders Annual Report and Accounts 2021, Press Release dated 16 December 2021

State Street Focuses on Driving Both Broad Climate Action
in the Market Across Sectors as well as More Targeted
Action f or Companies with the Most Significant Emissions

i

Beginning in the 2022 proxy season, State Street expects
companies in major indices in the US, Canada, UK, Europe, and Australia to align with
climate-r el ated disclosures request eybnebhirdof CF D
companies in the S&P500 still not providing these TCFD disclosures, State Street will

start taking voting action against directors across applicable indices should

companies not meet these disclosure expectations.

3yl ©

Sour ce: St atletter®h Que2922 PoxXy Wcdirgy Agenda, 12 January 2022
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Wellington Aligns Impact Investing Strategy with &W' %.
&0

Sustainable Development Goals g 3

In 2015, Wellington Management launched [its] first impact E\b >

investment approach... [and] is committed to setting a high

bar for materiality, additionality, and measurability. Through engagement, [it]

encourages companies to establish key performance indicators demonstrating
positvesocial and environment al i mpactyf [ Welli
investing across 11 impact themes puts [it] in a strong position to capture promising

new developments across developed and emerging markets

Wellington Management, Global Impact Annual Report, June 2022

E.Leveraging the Platform to Create Impact

Finally, in the private sector, some finance industry leaders, have started to find ways to leverage
their platforms to drive an impact, and are gaining the experience that allows for scaling up their
ambitions and SDG financing by launching new sustainable investment funds and strategies and

making commitments to increase their sustainability financing, amongst other strategies.

Selected Example s of Industry Leaders Leveraging the Platform to Create SDG
Impact Impact

Bridgewater Associates Launches Sustainable Investing
Venture

Bridgewater, a global leader in institutional portfolio
management and the largest hedge fund in the world,
announced the launch of a new sustainable investing  venture... the effort [wi Il include]

|

the design and implementation of investment solutions for clients pursuing
sustainability goals alongside their financial targets.

Source: Bridgewater Associates Press Release, dated 14 April 2021

First Abu Dhabi Bank Committed to Facilitate US$75 Billion 13 g
___———= for Sustainable Financing Q

First Abu Dhabi Bank has reiterated its commitment to lend,

invest, and facilitate business over $75 billion by 2030 to

activities focused on sustainable solution s as the world moves towards energy
transition using green sourcesf the bank i
which is currently happening in the Middle East. Noting that the region was dependent

on hydrocarbons for 10d0n yheearres ,i ¢ smo tt heea styr.c

Source: Arab News 28 June 2022, Based on Remarks by Sarah Usmani, MD and Head of Sustainable Asset and Project
Finance at First Abu Dhabi Bank at MEA Energy Week
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Nomura Commits to Net Zero Greenhouse Gas
Emissions, Joins Net -Zero Banking Alliance

Nomura Holdings, Inc. announced a commitment to align its

commercial activities with the objectives agreed in the Paris
Agreement, aiming to limit global temperature increases to well below 2 °C, and
striving for 1.5 °C, above pre-industrial levels... with a target to deploy $125bn in
sustainable financing by March 2026.

Source: Nomura Holdings Inc. Press Release, dated 28 September 2021

Northern Trust Asset Management Launches Quantitative
ESG Strategy for EMEA and APAC Investors

Northern Trust Asset Management
/ leading investment managers [with over US$1 trillion of

investor assets and U S$100 billion of sustainable investing assets], has expanded its

suite of responsible quantitative investment solutions, with the launch of the NT World

Quality ESG Strategy [that] seeks to efficiently target high -quality stocks and companies
with higher r elative environmental, social and governance (ESG) -ratings whilst defining

a responsible investment universe and managing climate change risk.

Source: Putnam Investments Press Release, dated 8 June 2022

OMERS Successfully Completes First Sustainable Bond 13 g
Offering

OMERS Finance Trust (OFT) announced that it has successfull y
closed its first offering under a recently established Sustainable

Bond Framework. The inaugural dual tranche sustainable bond offering comprised
US$600 million of 10 -year notes and US$500 million of 30 -year notes, securing strong
international investor interest and a two times oversubscription. This is the first time
that OFT has issued a sustainable bond.

Source: OMERS Press Release, dated 21 April 2022

Putnam Investments to Launch Fixed Income and
Quantitative Equity ESG Investment Strategies

Putnam Investm ents announced that the firm will bring three

. active fixed income and two active quantitative equity

exchange traded funds (ETFs) to the market, all with an environmental, social and
governance (ESG) focus, following chemgw et
ESGfocused Putnam fixed income portfolios build upon the long  -time capabilities and

experience of the Putnam Fixed Income team, utilizing an ETF format.

Source: Putnam Investments Press Release, dated 8 June 2022
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F.Impact as a Core Mandate: Multilateral Development Banks and Development Finance
Institutions

While private sector financial institutions have started to scale their sustainable investing efforts,
multilateral development banks (MDBs) and development finance institutions ( DFIs) have been
mobilizing financing for sustainable development, globally, as part of their core mandate since
their inception.

Figure 25: Largest Multilateral Development Banks

All figures in US$ billion vear of Annual Annual
MDB Establishment Disbursals Approvals
World Bank Group?® 1944 49.2 78.2
European Investment Bank 1958 47.1 74.3
Asian Development Bank 1966 18.2 36.3
Inter-American Development Bank 1959 12.5 23.4
International Finance Corporation 1956 11.4 20.7
European Bank for Reconstruction and 1991 8.3 11.9
Development

Asian Infrastructure Investment Bank 2016 6.2 10.0
Islamic Development Bank 1973 8.8 8.8
Council of Europe Development Bank 1956 4.6 6.3
African Development Bank 1964 4.0 5.8
New Development Bank 2015 7.6 5.1
Total 177.9 280.6

While the overall scale of funding by MDBs and DFIs is small relative to the private sector s the 11
largest MDBs collectively disbursed c.US$178 billion and committed or approved ¢.US$281 billion
in new investment in 2021 2°, less than the annual sustainability financing by the largest private
sector institution s they play a crucial role in financing the SDGs, in part because their entire
financing is towards the SDGs, and also due to the following reasons:

1. Directing financing to the developing countries that need it the most. MDBs and DFls focus
almost exclusively on channeling capital based on needs to the developing countries that face
the biggest SDG funding shortfalls, unlike private sector players whose funding is still more
concentrated in developed countries.

2. Partnering with private sector players to drive financing for the SDGs. MDBs and DFls also
often partner with private sector players to increase t he scale of their funding, creating
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instruments, structures, and risk management mechanisms that allow and encourage private
financial institutions to participate easily.

3. Partnering with governments to fund critical development projects. Several development
projects in developing countries, such as public health infrastructure or not -for-profit
education and training, are simply unviable for private finance institutions and with MDBs
often partner with local governments to finance these, acting as a critica | funding source for
those at the very bottom of the pyramid.

4. Establishing common standards and frameworks for the private sector. The MDBs also help
set objective and transparent common standards for private sector financial institutions,
helping to drive the rapid diffusion of best practices (for example the IFC Performance
Standards for ESG), and impact measurement and disclosure requirements for issuers.

Despite their smaller scale individually relative to large private financial institutions, MDBs are
therefore a critical driver of funding for the SDGs, both in terms of their collective funding for the
SDGs, and the catalytic role they play in helping mobilize private sector sustainability financing.
Their scaling is an important potential ingredient in financing the SDGs, but that requires
multiples of the current finance and that seems unlikely at this stage to come from the public
sector, leaving strategic alliances with the private sector as a difficult question to be answered
given their neutrality across private sector participants.

New frontiers need to be broken

A sub-group of large private sector financial institutions is leading the way in adapting their
organizations and strategies to become industry leaders in the 21 * century. They have created
distance between themselves and the rest of industry, with others not yet able to adopt similar
initiatives.

For the finance industry to systematically address the SDGs, an industry -wide participation at
scale will likely be required across a range of similar initiatives to the leading group.

At the same time, it is also evident that there are important new frontiers to be broken. While
COP26 galvanized the finance industry on the
Progress on climate change has shown issue of climate change s virtually every
the way, and now there is a need to finance industry leader has major initiatives
similarly break through on people related to Net Zero or climate change s
related themes, without which at some participation in the other SDGs, particularly
. : . related to financial inclusion, healthcare, and

point, people will stop cooperating o

) ) ) ) ) education is nowhere near the same level of
with - cl i mate 1 nitiar

) ) ] breadth (in terms of the number of financial
prOblem 1S pamCUIarIy acute in institutions pursuing path -breaking initiatives)

emerging markets or depth (in terms of the quality and extent of
the initiatives). Only a very small group of institutions are pushing for solutions to these SDGs, and
it is nowhere near enough.
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Another critical frontier that needs to be broken is the geographic one. Most of the scaled non -
climate related initiatives by the private sector financial institutions are still focused on the
developed markets, whereas most of the need and funding gap remai ns in emerging markets.
Clearly, there are issues of poverty, equality, and inclusion that need to be addressed in
developed markets too, however, without a similar degree of focus on developing countries in the
near-term, the SDGs have no hope of being achieved.

ili.  Conclusion: A vanguard of leaders is emerging

Over the past year, a group of finance industry leaders have significantly stepped up their
ambition to differentiate themselves in being a force for good in the world.

They are leveraging their core businesses to deliver the SDGs through a combination of

redefinin g the scale and nature of their engagement with the SDGs, with trillion -dollar
commitments and a focus on inclusion and social issues. Through scaled initiatives in affordable
housing, financial inclusion, racial equity, gender equality, among others with positions not
dissimilar to activists; addressing neglected and difficult SDGs having learnt by establishing
business cases for funding renewables financing, affordable housing, SME loans and others they
are now turning their focus to other critical and ne glected SDGs such as hunger and biodiversity;
new product innovation to channel increasing volumes of capital towards the goals; and by
partnering to drive systemic changes that to deliver to the SDGs.
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3. Financial performance: doing well by doing good

I. Market volatility creating challenging conditions

The past year has been a challenging one for global investors. The wor | dds two | ar ge:
exchanges, the NYSE and NASDAQ have lost nearly 10% and 20% of their valuerespectively,

during the past 12 mont hs. The NASDAQ hassuffered disproportionately due to the global

collapse of technology stocks, of which it has more than twice as many than the NYSE, while the

NYSE has benefittedfrom the global rally in oil and gas stocks, of which it has nearly five times as

many as NASDAQ While windfall profits and hikes in valuation give respite to the oil and gas

industry, the future will not be built on oil and gas, the future will be built on technology, including

alternative and breakthrough energy sources. Over the short to medium term though there will

be many swings in fortune that will impact investing performance.

These changes have had a significant impact on the performance of ESG strategies, which
typically seek to minimize exposure to fossil fuels and on average invest 25% of their capital in the
technology sector due to its high performance on most ESG performance rankings. *
Nevertheless, ESG investing continues to be a resilient investing strategy in many areas. Across
three major investing categories s global, US and European equities - ESG funds outperformed
their non -ESG counterparts this year despite the macro -economic challenges of inflation, rising
interest rates and rising energy prices.

Figure 26: Relative Pe rformance ESG vs non -ESG Equity Funds YTD

Relative Performance ESG vs non-ESG Equity Funds YTD

Fund Returns 2022 YTD (June)

-11.7%

-13.5% us

-15.3%

-11.7%
-14.8% Europe

-18% -16% -14% -12% -10% -8% -6% -4% -2% 0%
B ESG Equity Funds m Benckmark Stock Index

Source: Bloomberg

ESG strategieshave fallen less than the market in the face of severe shocks, and so appear to
have proven their resilience . However, confidenceint he ESG Bpremi umbd appears
eroded too by current market conditions, casting doubts on investors ability to generate
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sustained long-term outperformance based on undifferentiated ESG strategies For many
investors, ESG investing mirrors other investment strategies with an added screening layer that
excludes assets with low ESG ratings. These ratings often poseseveral challenges for investors.

First, these ratings measure a wide range of often competing metrics across environmental

impact, social performance , and corporate governance systems, which are aggregated in a single

score whose weighting may not reflect the priorities of the rating users. For example, Tesla, the

worl dbds | argest el e c tecentlghadadwersdore onnaanajor E2Gdndexr e r

t han ExxonMobil, the worldbds third | argest oi | co
performance on various social and governance matters , and this was a cause for not only

surprise but a reaction by the younger generation against ESG .

Further, a lack of standards among rating agencies on measurement scope, weighting and data
usage leads to their ratings diverging widely from one another, with ESG ratings across agencies
found to have only a 0.6 correlation, as compared to the near per fect 0.95 correlation of credit
ratings,** making ESG screening strategies based on ratings somewhat arbitrary. Finally, ESG
strategies based solely on ratings-based screening are largely passive with regards to the factors
that drive the rating, as mostscoresareBb | ac k b o x e prévide undetlyingldata, ther¢by
preventing the bottom -up analysis required for the careful and differentiated stock selection th at
drives returns in challenging market conditions.

ii. F4Gperformance benchmarking

Breadth, depth, and quality of activity is a performance driver

The BFor ¢ engagement@woestEBG, sustainability and stakeholder engagement, focuses

on the activities and accompanying funds flow that drive s long term performance. This framework

provides a significantly more comprehensive framework in assessing ¢ 0 mp a rperfersiasce

than typical ESG investing strategies do, which often rely on 3" party ESG scorecards with narrow

focus areas. The publiccompani es i n the database have been awar
quantitative and qualitative factors captured in the Force for Good database which assess them

against the benchmark of a notional best -in-class 21 Century Financial Institution and these are

used to place them in relative performance quartiles based on these scores.

The findings are informative . Despite the different approaches being used by major institutions in
their Force for Good engagement, there are several common attributes shared by the most active
companies, which have held to be valid across the past few years and include:

1. A commitment and quality of approach to ESG, sustainability and stakeholders.
2. A high level of integration and alignment oftheorgani zati on to be and do B
3. Quality of adaptation, innovation, and skill in designing product s, processes, and
businesses to withstand 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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Emerging DNA of leading organizations

These attributes and the initiatives undertaken by industry leaders in pursuit of their Force for

Good goals point to the evolvingDNAf or i ndustry | eadership, teakpandi

will allow financial institutions to significantly outperform competitors who fail to adapt. Fnance
firms will need to be adept at mobilizing resources and financing the SDGs, developing new
products to solve major issues, partnering with governments and other stakeholders, serving , and
caring for their local communities, developing organizational resilience to cope with the increasing
pace of disruptions, being inclusive, and investing their assets responsibly.

Figure 27: Key Characteristics of the Next Generation of Finance Industry Leaders

Key Characteristics of the Next Generation of Finance Industry Leaders

21st 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

th
207 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

Saurce: Capital as a Force for Good Initiative

The previous Capital as a Force for Good reports had accordingly found a strongly positive
correlation between the Force for Good scores of finance industry leaders and their total
shareholder returns.

Performance benchmarking

While returns have clearly been impacted by the market downturn and volatility of 2022, the case

for being a BForce for GoodY integrating ESG,

multiple stakeholders is still a powerful one
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Figure 28: Force for Good Engagement and Five -Year Total Shareholder Returns 32

Force for Good Engagement and Five-Year Total Shareholder Returns

Five Year Total Shareholder Returns Through July 2022

Median Five Year Shareholder Returns from 31 July-2017 to 31 July-2022

For 90 companies in dataset with sufficient data* 36%

24%

10%

5% 5% .
1]

MSCI World Financial Bottom Quartile Third Quartile Second Quartile Top Quartile
Index
Quartile of 0-25th 25th-50th 50th-75th 75th-100th
Scores Percentile Percentile Percentile Percentile
Number of 24 24 21 23

Organizations

Source: Capital as a Force for Good Initiative

1. Sub-Categories Considered. Sx subcategories considered for scorecard- Capital deployed towards
sustainability linked finance, policiesin place for ESGintegration in core business, inclusion linked
commitments, DG 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 weightsto each category.

3.  Weighted Score for Hnal ESG Scorecard. Qustomised weights applied for each category based on number of
institutions who have a score in the sub-category and itsrelative 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 atotal score of 5 to calculate the final ESG scorecard for the company.

Over the past five years, companies with the most comprehensive and scaled initiatives and
strategies have significantly outperformed the market as well as their less active competitors, with
the highest scoring quartile of companies outperforming the market by 32% in terms of ann ual
shareholder returns, and the less actively engaged companies in the third quartile still
outperforming by 5%, generating twice the level of returns annually. Unlike in previous years, the
companies ranked in the bottom quartile of Force for Good perfor mance did not outperform the
market. The keydifferentiators that emerge are :

A Intensity of engagement. While all the companies considered in the analysis have ESG,
sustainability and stakeholdere ngagement strategies that
common ground, the differences in engagement between the companies is striking.

6%



Capital as a Force for Good, 2022 Report

A Scale of sustainable finance. For the top quartile companies, while sustainable financing
represents only 2.7% of their total assets on average, that is ¢.70% higher than the middle
quartiles at 1.6%,and 350% higher than the bottom quartile at 0.6%. While even for the
top organizations this is a tiny proportion of their assets, it seems to matter.

A Power and extensive engagement in industry rule setting and forums . Top quartile leaders
are significantly more powerful and active in industry and multilateral engagements (being
involved in 50% more organizations that the other quartiles) and play a bigger role,
including founding ones, in managing those organizations .

A Targeting outcomes not just activity. ¢.83% of top quartile leaders explicitly target
sustainability outcomes vs. ¢.50% of others displaying the same competitive disciplines
that have been success factors in the industry historically.

A Comprehensive ESG screening Top quartile leaders employ significantly more
comprehensive ESG screening methodologies, which on average have more than twice as
many screening criteria than those employed by the remainin g companies.

The highest performing companies do more and do it more intensively than their competitors,
break new ground, build new capabilities, and build a superior organization in doing so, and this
confers superior value. In the process, these companies lift the bar for other to rise to and shift
the common ground to one of greater and greater impact.

At the other end of the spectrum, the broadening engagement of the wider finance industry has

led to the former common ground of industry leaders becoming the common ground of the

industry asawhole.Pur sui ng only the Bbaselinetd common grout
new ground being raised by the highest performers, no longer confers performance benefits

relative to the market, providing some explanation why the performance of the bottom quartile of

companies examined has fully converged with the rest of the market.

Given the limited sample size of the organizations scored and benchmarked, there may of course

be other drivers impacting the outperformance of
focus on industry leaders for example skewing for companies of above average size. (This would

however not explain the performance differences betwee n the quartiles in the group).
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iii. 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 125 financial institutions examined for this initiative, are stuck in an old industrial financial
model and a smaller group is redefining their identity and nature. The key points to note are:

The data reveals two distinct classes of financial institutions emerging , and a group in transition .
Beginning with creating a more differentiated common ground, and moving to break new ground,
a sub-set of the industry is creating a new strategic scope of activity which has the potential to
change the nature of their orThisgnoupzsqtite differ®sin val ues
BDNAUYt hoem t hat ar e anbconservdtiverirethtbir approaah olerdjaging in
doing good and continue to define themselves by the products and transactions they sell and

process.

Theinitiatives, people,language,  The lagging group follows a nindgstrial 3model of
commitments, and actions of the  finance. The BstackY of organizati
fi nance i ndust r capabiltes that have defined the modern industrial

aggressive aml ambitious has include functions like customer management, risk
Changed to reflect their ambition management, product distribution, human

to be relevant to the emerging
sustainable digital era

resources, and investor relations. More traditional
institutions define themselves by their ability
efficiently and effectively carry out these activities.
While these ae required, they are not sufficient to confer advantages in a rapidly changing world
of opportunity and risk .

The advanced subgroup is strategically shifting to defin e itself as a player in the secure
sustainability and digital era of the future . The advanced league of financial institutions has
embraced the view that making a positive impact is the direction of change and confer significant
advantages if done well. As such, they have decided totake on projects, activities, products, and
people that will enable them to excel at this.

Addressing complex problems and measuring the ir impact. These organizations are not only
learning to step up to fund sustainability, but they are also participating in the rule setting and
partnering that will define the rules of engagement for the industr y as a whole. As such, they are
better positioned for broader systemic changes in the world at large.

The superior performance of | eadi ndgneBibnalrtteyaref or g o
better run companies, able to attract and retain more diverse and more productive talent, with

more resilient systems and processes and business strategies th at position them to capitalize on

high growth 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

companies engaging as a force for good have started the transformation, providing a potential

explanation for their superior operating performance vs. their peers and the industry.
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In summary

z

A The common ground of the finance industry continues to expand and incorporates the
deepening integration of ESG, the leveraging of balance sheets to drive sustainability
objectives, by mobilizing sustainability financing , and the long-term focus on multiple
stakeholders.

A A subset of the industry leaders is pushing further than the rest to esta blish a higher
BqualityY common ground, di fferentiating thems
ESG and scaled commitments to sustainability and building new capabilities in the
process.

A This subset is also significantly stepping up their commitme nts to the SDGs, having
deployed nearly US$2.5 trillion in SDG aligned financing in 2021 across a widening set of
goals.

A These industry leaders are playing an increasingly critical role in meeting the SDGs,
entering new markets, driving product innovation, and developing new business models to
address underfunded goals .

>

The Force for Good framework captures a set of comprehensive initiatives and objectives
whose execution implies the development of new assets and skills that position
companies for future industry leadership .

A The outperformance of Bf isignificantimquanmm andiulticr gani z
dimensional in nature: they are better run companies, able to attract more diverse and
more productive talent, with resilient systems and business strategies that position them
to capitalize on high growth opportunities, and with innovative products and services that
differentiate them from their competitors

>

However, even the industr yYghohlyadracwonsfthar e at an
capital allocated to the secure sustainable or digital opportunities. They are faced with the

challenge of weaning themselves and their stakeholders off legacy investments as quickly

and smoothly as possible.

A This transition opens up the opportuni ty for those that are bold and disruptive to carve
outapre-emi nent position, even if they are not t oc
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V. Capital ismY Key Stakeholders to Drive
Secure Sustainability

£

n
\‘\\1

Beyond the coordination and allocation of funding by the finance industry, meeting
the SDGs will require the participation of a broad set of global stakeholders, each with
specific roles to play. Achieving the 2030 targets will require science and research to
develop innovation to help achieve the goals and to disruptt he status quo too . It will
require entrepreneurs and corporations to adopt, scale and deploy the se innovations,
and governments to incentivize engagement, funding , and innovation and
disincentivize the things that hold the world back . The tech sector will need to enable
stakeholders with digital technologie s, and individuals around the world will need to
support th ese effort s as consumers, investors, voters, and citizens.

1. Capitalism is bigger than  financiers

The finance industrybds position in the context of
the finance industry is the primary facilitator of virtually allt he wor | dds capital, pr
financial institutions are only one set of severalst akehol ders in the worl dUs

While this system of global capitalism has made the finance industry one of the most powerful
stakeholders, it also constrains its ability to act independently, creating obligations to the ultimate
asset owners to generate returns, as well as to abide by regulation, respect the growing power of
ESG rules, and adhere to constraints based on their scope of specific business areas.
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Critically, capitalism is a multi-stakeholder system that is broader and more impor tant than just
the financial institutions that are custodians of much of its capital. Each stakeholder is complicit in
its functioning and for the system to deliver different results, each stakeholder would need to
change their behavior.

The stakeholders are of two types: firstly, those that have a meaningful direct stake in the global
flow of capital and secondly, those that deliver innovations that can change the functioning of the
system. In addition to financial institutions, the former include s households, governments, and
private sector (non -financial) corporations. The roles that these stakeholders will need to play for
the SDGs to be met include those of consumers and producers, asset allocators and investors,
and regulators and enablers .

In a world increasingly defined by the need for progress, the delivery of innovation is critical to
capitalism. Tech companies, and science and

Capitalism is a multi-stakeholder research institutions are two of the most
system in which each stakeholder is significant providers of the scientific and
complicit in its functioning. For the
system to deliver different results,
each stakeholder would need to

technological breakthroughs required to meet
the near-term global sustainability goals, manage
the sustainability transition , and enable all
stakeholders to position for an increasingly
Change their behavior digital world. Their innovations , often brought to
life by start-ups and their entrepreneurs, can
also change the way the system works, for example by providing global access to information and
capital, or by revolutionizing factor inputs like energy and the consumption of natural resources.

Each of these stakeholders will need to play their role as a force for good for the world to avoid
the disasters that are expected from climate change , pollution, and the collapse in biodiversity ,
raise the world to the levels targeted in the SDGs, and realize a more sustainable future in the
digital age.

2. Corporations and enterprises

Corporations and enterprises of all sizes and structures (including mutuals and cooperatives ) are

the organizing entities around which mostoft he wor | dds societies organi z
activities. While SMEsnumber in the millions and collectively represent 95% of job creation and

generate c.US$7 trillion, 50% of GDP globally, the 2000 largest corporations alone also generate

nearly $50 trillion in annual revenues and tend to be far more powerful in terms of their reach

and ability to drive global change at scale. How corporations operate, where they do business,

what they buy and from whom, and what products and services they offer therefore has a critical

impact on sustainability and the SDGs. The current sustainability footprint of businesses varies

widely by industry sector, of course, with five of the largest sectors - oil & gas, retail, automotive,

construction, consumer goods (including food) - having among the biggest impacts.
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Corporations and Enterprises
Their Role in Capitalism, Indicators of their Footprint and Impact

80% of water usage due to consumer goods (Source: Columbia Climate School)
66% of tropical forest loss due to consumer goods (Source: Columbia Climate School)

60% of greenhouse gas (GHG) emissions from consumer goods (including food) (Source:
Columbia Climate School)

40% of global plastic usage through retail sector packaging (Source: OECD)

40% of drinking water pollution produced by the construction sector (Source: International
Journal of Emerging Technologies in Engneering Research)

36% of global energy consumption used by construction sector (Source: UNEP)

35% of worldwide CO. and methane emissions since 1965 produced by the oil and gas sector
(Source: Climate Accountability Institute)

25% of global GHG emissions produced through the retail supply chain (Source: Boston
Consulting Group)

23% of air pollution produced by the construction sector (Source: International Journal of
Emerging Technologies in Engineering Research)

C.10% of global CQ emissions producedbythe aut omoti ve sector Ys
IEA, International Council on Clean Transportation)

5-10% of global food and consumer product market classified as ethical/sustainable (Source:
Nielsen, ResearchAndMarkets.com)

US$234 trillion in balance sheet capital (2000 largest corporations) (Source: Forbes)
US$47 trillion in global corporate revenues (2000 largest corporations) (Source: Forbes)

US$5 trillion in profits (2000 largest corporations) (Source: Forbes)

While the SDGs represent a potential major opportunity for businesses , unlocking their value is

not easy and that is why business solutions and capital have not funded them well.

For corporations and other commercial enterprises to play their role in chang ing the system of

capitalism to a more sustainable high impact one, they would need to overcome a series of
constraints, adopt new business policies and strategies, and transform their position in their
industries and their impact in the world in multiple ways, including, with examples:

1. Adopt meaningful sustainability goals at the corporate level. Onl y 25% of t
500 companies having committed to net zero carbon emissions to date. **

2. Embed the SDGs into their mission and metrics of their li nes of business, products, and

he

services. Social or environmental targets are embedded in less than 40% of global long -term

corporate strategies

75

wor |l



Capital as a Force for Good, 2022 Report

3. Drive near term growth of renewable energy by decarbonizing industrial energy use. The
industry sector accounted for 38% (156 EJ) of total global final energy use in 20203

4. Resolve their mandates to reflect impact and values (SDGs and ESG) responsibilities
Currently, only ¢.25% of U.S. companies include some form of environmental or social metric
as part of their executive incentive plan ESG performance measures .*°

5. Address judicial and regulatory constraints that prevent their impact for good. The U.S.
Supreme Court has issued a ruling in June 2022 limiting the Environmental Protection
Agencybds powers to restrict carbon emissions

6. Address negative political impacts in each of their locations. ¢ The ESG movement
drive energy prices to a record high, enabled Putin and harmed American . And this collusive
behavior i s al mouUstsenatoeTont Gotiordune2022* | egal 3

7. Enter markets and launch initiatives leveraging their assets where they can make the biggest
impact for good. Total annual climate finance flows in Africa for 2020, domestic and
international, were US$30 billion, about 12% of the amount needed. *'

8. Determine how they will achieve this while meeting profitability obligations, recutting their
deals with shareholders where necessary. Environmental and social (E&S) shareholder
proposals voted at U.S. companies attracted 27% shareholder support on average during
2021, down from 36% the previous year.>®

9. Account for the full impact of positive and negative ext ernalities. Air pollution costs an
estimated $2.9 trilion annual 'y, which are not aécounted i

3. Individuals

When acting collectively, the individual is perhaps the most powerful stakeholder in consumer

driven capitalism as a collective and therefore the one that can make or break the SDGs. A
significant portion of the worldbds nearly eight
investors, influencers, voters, and agents for direct action. While the individual has perhaps the

greatest impact on SDG12 Responsible Production and Consumption, their direct actions and

behaviors also impact SDG4 Good Health and Wellbeing, SDG5 Gender Kuality, SDG6 Clean

Water and Sanitation, and SDG10Reducing Inequalities, while also having an indirect impact on

all SDGs as voters and investors.
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The Individual
Their Role in Capitalism, Indicators of their Footprint and Impact

74% have fallen victim to fake news (Source: IPSOS, Centre for International Governance
Innovation)

73% of the worldds consumption comes from inrn
Bank Freedom House 2022 Freedom in the World Survey))

60% (or US$275 trillion) of global liquid financial wealth is held by households (Source: Force for
Good Research)

60% of global greenhouse gases are tied to consumption of end user consumer goods (Source:
Columbia Climate School)

57% of GDP is household consumption, accounted for by indi viduals (Source: World Bank))

49.7%" to 74%** of adults globally having some awareness of the SDGs (Source: Global Survey
on Sustainability and the SDGs, World Economic Forum)

41% of the capital of asset managers is provided by retail investors (Source: BCG, 2021 Global
Asset Management Report)

35% of global GHG emissions are made by free democracies, and further 18% from partial
democracies, and are subject to voter influence (Source: World Bank, Freedom House 2022
Freedom in the World Survey)

23% of worl dds popul at i on rdtheivahoicbsarigbt e divBrbg . 2 (
price more than any other consideration (Source: World Bank)

For individuals to play their role in changing capitalism, they would need to change their role as
consumers, investors, and as voters, which are three of the highest impact and most powerful
roles in the system, this entails (with examples), among other things the need to :

1. Make conscious choices about personal actions and behaviors supporting sustainability. 80%
of respondents across 17 advanced economies confirmed that they would be willing to make
changes to the way they live or work to reduce the effects of climate change. #

2. Support brands, products, and services aligned with the SDGs and to deselect those that are
against their ESG values 65% of consumers want to buy purpose -driven brands that
advocate sustainability.*®

3. Investin businesses and sectors that support their ESG values. 75% of investors have stated
they are interested in sustainable investing .**

4. Invest in businesses that make a positive SDG impact or support themes that matter as an
investor (e.g., EM, financial inclusion, etc). Over half of investors surveyed stated
environmental impact as an important investment objective.
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5. Vote for politicians and political parties that support and plan to make an impact consistent
with onebds ESG values, SDG c¢ o mfiednpeetinstcarrenthbi g gl o
form parts of governments in s x of the OECDUYs

6. Buyfromproducts and services from countries that meet
to ESG, SDG and global issuesThe anti-apartheid movement in South Africa was kicked off by
a consumer boycott movement .4

4. Governments and the  public sector

Governments and the public sector have perhaps the most powerful top-down role to play in

meeting the SDGs. While the role of individual governments will of course vary by capacity and

inclination, it generally will need to provide the frameworks through p olicies, laws, regulations,

and procurement al i gning their countryds stakeholders and
provide the incentives and penalties that encourage stakeholders to act accordingly, and it will

need to step in as the funder of deve lopment goals and activities that are not appropriate for the

private sector investment in full or in partnership, taking risk and losses as appropriate , with

backstop arrangements to kick -start an area to solve issues.

Governments and the Public Sector
Their Role in Capitalism, Indicators of their Footprint and Impact

83% of global emissions covered by national net zero commitments (by 136 countries)
(Source: Net Zero Tracker)

c.50% of top 10 GHG emitting countries , responsible for over 45% of global emissions have
not pledged to achieve net zero by 2050 (Source: Net Zero Tracker)

34% of the worldds total capital and 38% o
Force for Good Research)

0.33% of OECDYs 30 Devel opmeme mbegistdt gm oe s
incomes spent on foreign aid, less half the target level of 0.7%. (Source: OECD)

US$179 billion in Official Development Assistance (ODA)by t he OECDUYs DA(
2021 (Source: OECD)

For governments and the public sector to play their role in creating a more sustainable form of
capitalism, they would need to set policy, laws and regulation, taxes and incentive structures,
finance and prioritize the key activities at home that lead to a more sustainable country and
collaborate with countries around the world through multilater alism to make change at a global
level through the many agreements they are party to, including trade, aid, sanctions .

The key actions, with examples, include:
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1. Advocate sustainability goals and priorities, building a national consensus including local
governments, the private sector and civil society. ¢ We have a government tha

together bitter enemies i ntansfoaming sooietytinritsitatdlity ve r el
to ensure a better 1i‘fe for all. 3 Nelson Mandel
2. ldentify priority sustainability needs and initiatives for local execution. ¢ NI TI Aayog (pub

policy think tank of the Government of India) has mapped the SDGs and targets with

ministries, thereby charting responsibilities of initiatives and monitoring progress clearly ¥

bringing together the government ¥ and business for brainstorming on the best possible ways

to move forward. 3 Amit abh Kiamltnstitulidh for8fansfermiagc ut i v e
India government of India .*°

3. Coordinate execution and implementation plans of various stakeholders. 3JN DESA provides
substantive support and capacity building on stakeholder engagement for the 2030 Agenda
 to strengthen the multi -stakeholder dimension of national development planning and DG
mai nstr &aming. 3

4. Implement policy frameworks to facilitate execution and incentivize stakeholders for action.
@r'he Asia Development Bank examined the types of instrume nts that can be used to reduce
energy intensityf finding the use of incentivizing policies (subsidies, tax reductions, voluntary
agreements, ETSs and cooperative schemes); marketbased instruments (MBIs) (white
certificates and tendering schemes); and EE finance (special credit lines and risk-sharing
facilities) provided | essons for others. 3

5. Assist execution through direct action and funding where required . PPPs are a widely used
tool by governments but extracting value from them requires an instrument for  financing key
economic infrastructure projects, it is necessary that countries have in place the institutional
capacity to create, manage, and evaluate them.%?

6. Develop key metrics and indicators to track progress and monitor performance against goals
to facilitate corrective actions whereneeded. ¢ The SDGs ¢ is more than a
an agenda, a way to identify people or places that need the most help to make life better. ..it
is radical, ambitious, inclusive, and sustainable. The Authority aims to make sure everyone
count s, and is counted® and no one is forgotten

7. Set the rules of engagement through standards, rules ,and regulations. ¢ The EU provi de.
a detailed set of policies for the SDGs at the Goal level, with SDG targets specifically
addressed by each EU policy activity and include Legal acts (Directives, Decisions, Regulations,
Recommendations, Declarations, Resolutions) and Preparatory documents (Communications,
Staff Working Documents) . 3

8. Introduce incentives and penalties to change behaviors. Jrhe EU Corporate Sustainability Due
Diligence and Reporting Directive will impose sanctions on companies for failure to comply,
and civil liability for violations of certain due diligence obligations which lead to adverse
human rights or environmental i mpacts. 3
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9. Inject capital into procurement, sustainability and development programs and initiatives to
kick start and create new markets. ¢ PMJ DY i s a scheme of the I ndia
Financial Inclusion envisaging universal access to banking facilities¥ and importantly, the
plan channels all government benefits from central, state and local government levels to the
beneficiaries accounts reaching over 400 millio

10. Collaborate with other countries and transnational organizations to create the proper
enabling environment by taxing pollution, remove subsidies for harmful activities, develop
inclusive indicators, and agree on standards.¢ The BGI|I obal Goatld ifroirt iLatcia
captured data from every household in Lanet Umoja, Kenya on all aspects relating to the
SDGs, including security, food, agriculture, livelihoods, education, health, energy, water, and
sanitation to share the solutions across the community to local improvements to be
i mpl emehted. 3

Much of the world has little to no implementation of sustainability laws, standards . and practices.

The ¢gwhite spaced dwarfs the developed spagce, and
and Asia, it stretches into China too and Russia. The penetration of ESG practices, sustainability

finance and stakeholder engagement is low to absent and many of these regions have therefore

not developed their market as attractive for sustainable development investments.

Figure 29: Global Sustainability Engagement Across Four Power Blocs

Global Sustainability Engagement Across Four Power Blocs
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5. Information technology sector

Having kicked off the Digital Revolution in the second half of the 20 " Century, information
technology is becoming increasingly integrated into all areas of the economy and society, making
the tech sector a critical driver of innovation, functionality, and efficiency, but also of disruption,
whose contributions will be critical to meeting the SDGs.

As one of the worldbds five | argest industries by
leaders have an important role in the sust ainability transition as businesses. However, its true

potenti al as a driver of change stems from inform
Much | i ke the finance industrybds potential las a f
the tech industrybdYds potenti al rests on its abilit

fashion in pursuit of the SDQsoviding pldtfarmsroaindividuals t e ¢ h n
and entrepreneurs to collaborate and deploy innovati ons has been significant.

Information Technology Sector
Their Role in Capitalism, Indicators of their Footprint and Impact

63% of the worldds popul ation, or five baovérl
90% use some form of social media (Source: ITU Kepios)

64% of these use fintech for internet and mobile payments (Source: World Bank Global Findex
Database)

43% of these use e-commerce to buy and sell goods (Source: Shopify
€.13% use edtech for online training and learning ( Source: Force for Good Research$b8

2-3% of global GHG emissions, c. 60% of which comes from the downstream use of products
by customers) (Source: S&P Global Trucostdata)

US$5 trillion in annual sector revenues (Source: IDC)
c.55 million people across t he (Sewce:!Sthtista) e mp |

¢.20 million instances of hate speech detected on Facebook every calendar quarter (Source:
Facebook)

4GW of green power contracted by tech indus try in 2021, almost 30% of all corporate
renewable energy purchase agreements (Source: Renewable Energy Buyers Alliance)

For the IT sector to play its role in changing the system of capitalism to a more sustainable high

impact one, it would need to follow a code of conduct, if not values, in its ESG policies that reflects

its scale to develop, deploy and fund solutionstothe wor | dds maj or i ssues enc
SDGs and to work across the globe on major issues where technology is a solution to a non -
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technology rich area. More importantly, it would need to accelerate the transition from the
current industrial to the infor mation era, including, with examples:

1. In common with other corporations and enterprises, the industry will need to adopt ESG
and the SDG in their products and services, across businesses, supply and value chains,
ecosystems, resolving the necessary conflicts with shareholders, regulators, and other
stakeholders, and accounting for both positive and negative externalities.

2. Critically, lead in addressing the digital divide across the world. Less than half the population
(47%) of developing countries is online, and an even lower percentage of women *°

3. Use existing platforms, particularly social media platforms, as tools to educate the public . on
critical social, economic, political, and environmental issues and allow entrepreneurs to roll
out solutions in niche areas . Major social media platforms collectively reach over 4 billion
users®

4. Leverage the sectords assets into new markets &
the biggest impact for good. The internet economy has the potential to add US$180 billion
to Africadds® GDP by 2025

5. Take leadership of the transition the information era, working with transnational institutions
and leaders from other stakeholder groups to produce and help drive the blueprint for
execution. T h e U N BlevelHPangl bn Digital Cooperation, consisting of tech industry
leaders and policy makers, has engaged over 100 countries with proposals to together to
optimize the use of digital technologies .°

6. Facilitate and support the adoption of e -government systems, increasing accountability and
transparency across the world and raising standards of governance. 170 of 193 countries
already use the internet to deliver government services .2

6.Science and research

Technological innovation has been central to nearly all progress human history from tools, and
fire, to the first, second, third, and now the fourth industrial revo lutions. The world today us es
technologies that were unimaginable only 20 years ago alongside technologies that were
widespread 2,000 years ago.

While corporations are tasked to meet the SDGs using only currently existing technologies,

science and research are tasked with making the scientific and technological breakthroughs

across several critical areas to enable the future to be realized. While many global challenges like

digital exclusion and armed conflicts are challenges of policy and execution, others will not be

solved without further innovati on. The statistics
technology gap that remains to be addressed .
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Science and Research
Their Role in Captalism, Indicators of their Footprint and Impact

91% of 71.3m global passenger cars sold in 2021 still using internal combustion engines
(Sources: Forbes, IEA)

Over 80% of the global primary energy mix is still derived from fossil fuels (Source: BP
Statistical Review of World Energy 2022)

50% of buildings globally use concrete and steel, 2,000-year-old technologies, that together
produce 16% of global GHG emissions, (Source: Nature)

50% increase in global atmospheric CO2 since the Industrial Revolution (Sources: National
Oceanic and Atmospheric Administration, World Economic Forum)

53 years after the first moon landing humankind remains a planetary species (a period nearly
as long as that between the first ever flight and the moon landing)

10% of the worl dbs population stil!]l |l acks a

9% of the global population suffering from food insecurity, particularly in places where
traditional agriculture is not feasible (Source: UN FAO)

5 million STEM (science, technology, engineering and math) graduates annually and, US$2.3
trillion in global R&D spend (Sources; UNCTAD, World Bank, IMF)

0 smart cities globally working with zero net emissions

For the past 400 years scientific innovation has progressed in a series of paradigm shifts that
have led to radical breakthroughs and change, interspersed with a s eries of incremental
innovations that have improved on existing technologies. Meeting the SDGs will require both
incremental and radical breakthroughs across several areas of science and this is what defines
the role of scientists in changing the system of capitalism, with examples:

1. Adopt a code for the participation of scientists and science based on ESG values.
Laboratories consume around ten times as much energy as a typical commercial office and
four times more water. ®*

2. Agree priority areas for the application of science to the least served SDGs. Overall funding of
the SDGs remains imbalanced, with five SDGs together receiving less than 18% of total
private sector funding for the goals in 2021.

3. Replacingthe major polluting resources. Concrete and steel, used in building every second
structure globally , together produce 16% of global GHG emissions .

4. Achieve the energy breakthroughs required to hit Net Zero by 2050. Almost half the CO2
reductions the world needs to make to hit Net Zero can only be met with further innovation
in areas like energy storage, hydrogen, and carbon capture. ¢’
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5. Maximize health-spans with medical breakthroughs . There is a sixty-fold difference between
thechil dhood mortality rates between the worl dbUs
a 33-year gap in life expectancies.

6. Provide nutritious and affordable food with agricultural breakthroughs. There are currently
345 million people in 82 countries suffering from acute food insecurity °®

7. Deliver universal learning with digital breakthroughs . Only nine out of 46 countries in Sub-
Saharan Africa delivered online education via the internet during the COVID -19 pandemic.®®

8. Manage global warming with breakthrough climate technologies. The US National Academies
of Sciences, Engineering, and Medicine have recommended setting up a US$100-200 million
solar geoengineering research program. "

9. Develop breakthroughs that alleviate water as a bottleneck for industry, agriculture , and life
in general. Four billion people globally experience water scarcity for at least one month every
year’

7.Conclusion : A shared responsibility to work
together

Solving the worl dds c-btakéhbldemrgsmossibilitysthatwilleequirdthe a mu |l t i
coordination of governments, individuals, private corporations, and financiers. Effective

collaboration between these parties will require a coordinating han d. The UN is the most trusted
institutions in the world. However , its traditional approach has been to work with member states

to build consensus on the biggest issues facing the world and to promote united action. In

recognition of the need to build a con sensus to forge the way ahead, the UN Secretary General

has outlined in BOur Common AgendaG@venthesmatmescok d f or
the challenge of funding a secure sustainable transition to the future, and the pivotal role of

multiple stakeholders, it will need to expand beyond national governments to become a true

global compact of multiple stakeholders. This clearly might not be the UN of the post -world war

industrial era, but a multi -stakeholder institution suited to the future age it seeks to realize.

In summary

A Meeting the SDGs will require the participation of a broad set of global stakeholders, each
with specific roles to play.

A Science andresearch will need to develop breakthroughs innovations on energy and
materials sciences that replace fossil fuels and natural resources with renewable and
sustainable alternatives.

A Global corporations will need to universally embed sustainability in their strategies, enter
markets where they can have the biggest impact and fully acc ount for the externalities,
both positive and negative, that they generate .
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A National governments will need to prepare their countries for sustainable investments
setting rules and standards that incentivize inward investment, advocating sustainability
goals, prioritizing sustainability initiatives, and coordinat ing their execution and collaborate
with other countries to achieve the SDGs.

A The tech sector will need to lead in driving the transition to the digital era, connecting the
33% of the global population not yet online, facilitating the adoption of e -government, and
educating the global population using its platforms .

A Individuals who collectively account for 72% of global GHG emissions, need to make active

choices buying products, supporting companies , investing in assets, and voting for leaders
that make a positive impact on the SDGs.

A The UN has the potential to play a critical role in coordinating the efforts of these

stakeholders. To do so it will need to expand beyond national governments to become a
true global compact of multiple stakeholders as it has said it can.
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VI. Accelerating Impact on the SDGs

. 2 aleBad

One of the most critical levers to achieve the SDGs is innovation . A confluence of

innovation, solutions , entrepreneurs , and capital can deliver breakthroughs to

overcome seemingly intractable challenges, creating a knock -on confidence t hat

encourages the targeting of other challenges. Climate change is o ne such area where

solutions in progress aim to address one of the greatest long -term t hreats facing the

planet . In addition , the UN is also championing other critical enabling initiatives which

can enable progress across the goals. Beyond these initiatives, Force for Good has

identified six breakthrough s requiring multi -stakeholder executio n at scale, with a

potentially meani ngf ul i mpact on the worldbs ability

1. Significant barriers to successfully funding the
SDGs

The widening gap to fund the SDGs highlights th e fact that existing strategies focusing on
significant but essentially incremental change have been inadequate and are likely to fail to meet
the goals. Funding, and meeting the SDGs therefore requires a far more radical, yet feasible,
approach than any envisaged thus far.
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Five key challenges reed to be addressed to scale and speed execution:

1. The Global Stakeholder Alignment Challenge. Ensuring that the trillions of dollars needed for
the SDGs are efficiently deployed where needed will require a coordinated investment
framework of a scale equal to that of the Paris Agreement (which se cured 193 signatories) and
a degree of coordination equal to the one applied to the current Russian sanction regime. This
will be more complex since it requires public and private sector participants to agree.

2. Event Risk and Crises Challenge.The funding The growing SDG funding gap of
plan for the SDGs needs to be independent of US$L1.4-15.0 trillion through
event risks and a clear protocol needs to be in 2030 highlights the fact that
place for the recurring crises that are part of the _ .
existing strategies focused on
significant but essentially
incremental change are on track

flow of world events, thereby avoiding the risk of
the latest crisis derailing progress on the long -
term plan, as we are seeing today as
governments face inflation, supply, security,and (O fail to meet the goals
domestic political risks.

3. The Sufficient Returns Challenge.To attract funds, solving the SDGs must deliver a return that
satisfies the ultimate owners of the funds, in the case of individuals it may be their pensions
are at stake, for governments it may be tax revenues, and for corporations it may be returns
on these investment and shareholder returns. There is insufficient development finance
institutional capital and insufficient philanthropy available, at US$11 trillion and US$3 trillion
respectively, to leverage private funds at scale by de-risking. Unless the SDGs are an
opportunity for competitive returns as defined by the various stakeholders in capitalism,
rather than as a problem or. ¢caused, they wild.l

4. The ESG Risk ChallengeThe global increase in ESG standards and policies risks further
limiting private investment into developing regions

Unless the SDGs are an with significant SDG funding needs due to their
opportunity for competitive often -poor performance on governance related
returns as defined by the indictors, for example, with respect to govern ment
various stakeholders in effectiveness, transparency, or corruption.
capitalism, rather than as a 5. The Impact Delivery Challenge.Selecting the
problem orbdcauseA, best interventions to meet each goal can be

not be funded challenging, with their impact varying based on

local geographic, political, social, and economic
considerations. Further, the most effective actions that drive progress on individual SDGs will
often be at the expense of other goals, e.g., the most effective models of rapid economic
growth (SDG8) have historically driven environmental degradation (SDGs 13, 14, and 15).

These are highly significant barriers to success and explain why the SDGs have not been
sufficiently funded to date. Success requires these fundamental challenges to be overcome.
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Requirement-Set for Funding
Several key requirements are self -evident:

1. Existential risks need the highest priority, clearly, and these are climate change and
biodiversity .

2. Addressing Human or social risks is a pre-condition for success of environmental risks, no
matter how extreme the latte r is, and must be addressed or people suffering will thwart
progress.

3. Radical solutions in scale and substance are essential in the second half of the 15 -year SDG
completion window, a BSpace RacebdYd for the plane

4. Existing solutions need to be rol led out at scale rather than waiting for radical breakthroughs.

5. Making sufficient profits to meet the needs of owners of capital is a requirement for funding
to flow at the scale needed.

6. Address mandates and conflicts of interests for boards and executive management to align
fiduciary and regulatory duties and stakeholder ones.

7. Impact in waves is required such that the easiest impact is executed first and the most
difficult is left for last rather than holding up the whole program for the per fect solution.

8. Enabling solutions should be implemented first to provide the platform to unlock multiple
barriers and serve to support making an impact across multiple areas should be
implemented quickly.

9. Alignment of global stakeholders of sufficient cr itical mass is required to achieve success and
bothCOVID-19 and the response of | eading internatior
demonstrate the ability to innovate, align and take unprecedented measures.

10. Systemic changes that account better for impact, p rofit and loss are required to be made to
create a more complete and rational system of rewards for capital owners.
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2. A blueprint for  delivering the SDGs

The agenda that emerges from the requirement set is as follows:

A Blueprint for Delivering the SDGs

Key Challenges Summary Key SDGs Imp acted

One Core Focus Area

Climate Change Global action plan to decrease global carbon pollution by 45% from 2010 levels by 13
2030,achieving Net Zero by 2050, and limiting global temperature increases to 1.5c or less @
by 2100

Four UN Priority Transitions

Renewable Energy Ensure access to affordable, reliable, sustainable and modern energy for all

Food Systems Transform global food systems to provide sufficient and nutritious food for all in a
sustainable and resilient manner

Digital Conne ctivity Enable global connectivity and the equitable use of digital public goods, while ensuring data il L)

privacy and safeguarding human rights in digital spaces ,‘ri/l'

Human Capital Investment Accelerate more and better investments in people for greater equity and economic growth

aligned with digital economic transformation

Six Breakthroughs Initiatives

Afford able Housing Make a significant difference to affordable housing as the basis of human dignity across the
world demonstrating that it can be funded at scale, make an impact and deliver areturn

Mass Education Deliver education solutions to children in a model that is global, affordable, scalable, =
distributable, and local, demonstrating the feasibility of using technology to compensate for
the bottleneck in building enough schools and training enough teachers

Mass Financial Inclusion Drive mass financial inclusion across the world by sharing a stack of solutions that has
proven its ability to deliver ground-breaking sustainable and inclusive development

Technology and Individual Enable the provision of technologies, including products, services and platforms, that provide R+
Im pacts individuals with the means to make a positive impact on the SDGs and broader human

security
Biodiversity Make an impact on biodiversity through a few targeted solutions which with scale can make a  [{{E"

transformative impact on biodiversity and can be funded for global impact

Im pact Externalities Drive a systemic change to returns, asset pricing and reporting to reflect the full economic,
environmental, and social costs and benefits_of economic actions, influencing decision
making in allocating capital

One Fundamental Enabler

Peace and Partn erships Ultimately the achievement of even only one of the SDGs depends on the absence of D o
conflict and strife, with stakeholders working together against a common agenda.
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3. Climate change

oWe left COP26 in Glasgow with a naive optimism, based on new promises and
commitments. But the main problem z the enormous, growing emissions gap 2z was all but
ignored. The science is clear: to keep the 1.5°C limit agreed in Paris within reach, we need to
cut global emissionsby 45 percent t his decade. 3
UN General Secretary Antonio Guterres4 April 2022

Historically, the majority of global SDG fundinghas bei ng applied to ¢Planet 3
specifically to climate change (SDG 13) and the energy transition (SDG 7). This focus on climate

related goals is unsurprising given that climate change has not only risks for business, but also a
far-reaching impact on the global eco- and socioeconomic systems, directly threatening

humankind # living environment and sustainable social and economic development. However, the

current execution against climate related goals, most comprehensively encapsulated in the Pa ris

Agreement, lags far behind targets, and at current rates of CO2 emissions, the world will exhaust

its total carbon budget for the Net Zero transition by 2034.

The Paris Agreement Goals The Current Reality
Reducing CO2 emissions by 45% from their Increasing CO2 emissions by 13% by 2030
2010 levels by 2030 based on current commitments
Net Zero by 2050 Only 40% of the worl dbYs
Net Zero ™

Limiting global warming to 1.5c by 2100
Global warming on track to rise by 3.0c

The Current Solution Stack

A Renewable energy. Renewable and zero carbon alternative energy source including wind,
solar, PV, geothermal, tidal, and green hydrogen, among others

A Industrial decarbonization. Development of low -carbon technologies and infrastructure in
materials, construction, industrial processes, transport , and manufacturing

A Energy efficiency. Technology to decrease the energy intensity of industrial processes and
infrastructure, and improvem ent of energy transmission networks

A Electrification. Electrification of key energy consuming processes like heating,
transportation, and manufacturing

A Fossilfuel phase out. Reduction and phase out of existing fossil fuel energy sources,
including via lower emission transition sources like natural gas

A Carbon sequestration and removal. Technologies to remove atmospheric CO2 via both
industrial processes and nature -based solutions

A Adaptation and resilience. Investments in resilient systems and infrastruct ure to withstand

the inevitable impacts of climate change already underway
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The Funding Need Through 2050 The Current Reality

US$3 trillion of annual spending US$632 billion of funding in 2020/21
Rising to US$4 trillion by 2030

Reaching $5-6 trillion from 2040

Key Transition Challenges

Need for Universal Commitments. While the current national and corporate commitments to Net

Zero are significant, they remain insufficient: the US$130 trillion in assets committed for example

represent only ¢.30% of global assets, while country level commitments to the 2050 Zero target

cover | ess than 50% of gl obal emissions (with fou
40% of global emissions having made 2060, 2070 or no commitments at all to date). ™

Lack of Direct Funding. While the US$130 trillion of global assets comm itted to net zero, mainly
under the GFANZ umbrella, are in theory more than sufficient to finance the energy transition, ™
this capital is not designed to directly fund the energy transition, as opposed to indirectly doing so
by cleaning up equity and debt investment portfolios.

Transition Pathways Lack Coordination. Further, there are severalc hal | enges wi t h memt
published reduction commitments to date , including CO2 reduction targets below the Paris

benchmark, inconsistent use of reference level dates and incomplete benchmarking data with

which to measure reductions, and incomplete emissions reporting (wi th most managers

excluding scope 3 emissions).

Political and Fiduciary Risks. Investment managers also need to manage the risk of holding
stranded assets, potential breaches of fiduciary duties, near term performance implications ,and
political pressures, including accusations of acting in concert with other risk being accused of
running argcellidmatoe tchee det’ri ment of investors.

Shift Needed from Transition Solutions to Breakthrough Technologies

Giventhesi gni ficant barriers to the worldds countri es
Zero by 2050 in terms of investment and the adoption of new technologies, the world will also

need to invest heavily into technological breakthroughs that can compensate for the insufficient

progress being made by the laggards, in addition to scaling and refining the current state of the

art technologies.
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Current Solutions to Scale

Breakthroughs to Achieve

Energy efficiency,reducing energy intensity
across transportation, buildings, and industry,

Clean energy provision, shifting primary
energy production to zero carbon emissions
through renewables and/or biofuels, and

Clean energy use, creating the infrastructure
to use electric ener gy and/or hydrogen across
homes, transportation, and industry.

4.Four UN transitions to

@The multiple crises we are experiencing are a wake

An alternative to renewables that is safe,
abundant, carbon free and reliable (fusion
energy being the most likely candidate
currently)

Climate engineering using geo-engineering
(reflecting solar radiation back to space to limit
or reverse temperature increases is a
controversial solution)

Carbon capture and sequestration
technologies at scale that remove
atmospheric carbon and GHG at scale.

enable the SDGs

-up call for the much needed often absent

solidarity, adding that to turn crises into an
transitions in renewable energy, food systems and digital connectivity s and in investment in
human capital, financing the opportunities. 3

UN Deputy SecretaryGeneral Amina Mohammed, 5" July 2022

In its endeavor to accelerate progress on the SDGs, the UN has spoken of enabling changes of a

systemic nature. These levers for change have the potential to fundamentally shift the scenario
and enable multiple SDGs to be addressed affecting both human and environmental

development across its 193 members states for the achievement of the goals. They would

particularly impact developing countries which lack the energy, food, digital and human assets

needed to progress.

The UN has identified four key transitions that are designed to help less- and least-developed

countries transit ion to a more inclusive and sustainable model and are critical for the world to

meet some of the most challenging SDG.

I Renewable Energy

OThe only sustainable future is a renewable one. We must end fossil fuel pollution and

accelerate the renewable energy transition before we incinerate our only home. 3 .
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The Goaland Key 2030 Targets’®

Ensure access to affordable, reliable, sustainable, and modern energy for all by

Providing universal accessto affordable, reliable, and modern energy services

Increasing substantially the share of renewable energy in the global energy mix

Double the global rate of improvement in energy efficiency (energy intensity measured in
terms of primary energy and GDP)

Enhancing international financial flows to developing countries in support of clean energy
research and development and renewable energy production, including in hybrid systems
A Increasing installed renewable energy-generating capacity in developing countries (in watts

> > P

>

per capita)

ii. Food Systems

gThrough sustainable food production systems, it
popul ation while protecting our planetf Food syste
investments,that can | ead the transitions that we need to

UN Deputy SecretaryGeneral Amina Mohammed, 28 Jul 2021
The Goaland Key 2030 Targets”’

Transform global food systems to provide sufficient and nutritious food for all in a sustainable
and resilient manner, by

A Ending hunger and ensure access to safe, nutritious , and sufficient food all year round
A Ending all forms of malnutrition across the world
A Doubling the agricultural productivity and incomes of small-scale food producers
A Ensuring the proper functioning of food commodity markets to help limit extreme food price
volatility
A Ensuring sustainable food production systems and implement resilient agricultural practices
that increase produ ctivity and production
iii.  Digital Connectivity
gOver one third of humanity still has no access t
economic and gender divides. [The] task is to map out a new action plan to bring the nearly 3
billion unconnectedp eopl e i nto the gl obal di gital community

UN Secretary General Antonio Guterres, 7 Jun 2022
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The Goaland Key 2030 Targets’

Enable global connectivity and the equitable use of digital public goods, while ensuring data

privacy and safeguarding human rights in digital spaces, by

A Providing reliable and affordable high -speed internet access to the three billion people who
remain unconnected

A Ensuring sufficient and equitable access to digital public goods , including software, data,

content, and standards

iv.  Human Capital Investment

OMore effective spending and investment in human capital is needed to unlock and accelerate
progress on the SDGs 3
UN Deputy Secretary General Amina Mohammed, 9 Mar 2022

The Goaland Key 2030 Targets™®

Accelerate more and better investments into people for greater equity and economic growth , by

A Ensuring education for all girls and boys that is free, equitable and quality primary and
secondary education

Ensuring equal access for all women and men to affordable and quality technical, vocational,

>

and tertiary education

Achieving full and productive employment and decent work for all women and men
Achieving universal health coverage, including access to quality essential health-care services
and access to safe, effective, quality, and affordable essential medicines and vaccines for all

> P

5. Six breakthrough initiatives

The SDGs havefaced challenges, as outlined above, which seem fundamental and intractable and
as a result capital has not flowed at the scale required. Analysis of the SDGs shows that if the 17
SDGs are prioritized using three criteria: firstly, current underservice (go als facing a current lack of
funding), secondly, pivotal nature (generating a positive multiplier effect for achieving other goals)
and thirdly, achievability (existing solutions that can be adapted for delivery), six key focus areas
emerge, which if successful would have a meaningful impact on the world meeting the SDGs:

.  Affordable Housing needs to ultimately solve for the 2.4 billion new urban inhabitants by
2050, providing the home as a basis of dignity
Il. Mass Education needs to ultimately include the 260m kids out of school to enable them to

access opportunity

lll. Mass Financial Inclusionneeds t o solve for t hebatked@ totally t he
left out, recognizing their right to the path to prosperity
IV. ThelIndividualandimpactneeds to use technology to i mpact

c.8bn individuals as a force for good
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V. Biodiversity needs to protect, restore , and promote the sustainable use of terrestrial and
ocean ecosystems

VI. Impact Externalities needs to change decision making to consider the whole system by
pricing positive and negative externalities into financial statements to fundamentally
change the view of return on investments

The aim is to realize gains from high impact projects for these six areas ident ifying executable
solutions with the potential to have a meaningful global impact. The approach is to take
leverageable solutions and to apply them to the focus area in one geography at scale to address a
material proportion of the issue there, demonstrati ng success and enabling the solution to be
applied to other geographies. The partners include subject matter experts, public and private
sector stakeholders, solution providers, financing experts and potential sources of funding.

Notice of interest: Forcefor Good is leading ininitiatives in each of these six areasworking with
partners in a multi-stakeholder approach to make an impact.

Each of the six initiatives recognize s that every SDG is complex, multidimensional, and varied
across regional and cultural contexts, with no one size fits all solution . Accordingly, the
breakthrough initiatives focus on Bmaking a
other solutions that meet unad dressed needs to be deployed in their wake.

Please see Appendix 2 for more details on the development and execution processes for the six
initiatives.
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I.  Affordable Housing: Foundation of Dignity

Objective: Make a significant difference to affordable housing as
the basis of human dignity across the world demonstrating that
it can be funded at scale, make an impact, and deliver a return

The Need

1 billion people globally live in informal housing or slums
" 2 billion people lack waste collection services

3 billion people lack access to waste disposal facilities

c50%o0f the worl dds wurban population | ac
transport and ¢.30% to green spaces

Major SDGs Impacted

Access to decent, low-cost housing can increase disposable incomes, prevent
material deprivation, and improve work incentives. Homeownership also
represents the primary way for households to build wealth

P Substandard housing with mold, rodents and pests can trigger or cause chronic
""\/\' respiratory conditions, while overcrowding poses a risk to the health and physical
well-being of families and their neighbors and facilitates the spread of infectious
diseases

High quality affordable housing facilitates the development of clean water and
sanitation with water and waste -water supply systems in deprived urban and
rural areas

The provision of adequate, safe, and affordable housing is critical to the
development of inclusive, sustainable, and resilient urban environments

Core Challenges

A Auvailability of Land. Significant affordable housing demand in mega -cities with high urban
density and limited land

Lack of Affordability. Housing price increases have outstripped earnings growth across
almost all major global cities, driving unaffordability

p~2)

Development Scale. Scale of challenge requires mass development solutions

> >

Existing Policies Counterproductive. A significant portion of government policies to drive
home ownership drive demand without addressing supply, creating further price
increases
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Transformation

Set up a platform and/or enable existing ones to fund affordable housing in a for -
profit impact model that proves feasibility, delivers to stakeholders, scales in a test
country, and can be rolled out internationally with government and private sector
finan ce partners

Key Elements of the Solution

% For-Profit and Impact Credit Platform. Funding affordable housing for low -income and
<y lower-middle income populations.

<. Funding Through Banks and Housing Finance Companies. Lending to leading banks and

1l

housing finance providing affordable home loans

International Capital Attraction . Pooling of international capital through generation of
market rate returns

Credit Enhancement Strategies. Country- and macro-risk managed thr ough credit

& @) |

enhancement strategies

s Risk Diversification and Scalability.Use of pooling vehicles for loan diversification and
K
rapid deployment

@

Global Potential. Initial launch in high potential country with global scale potential

Execution Plan

Develop a blueprint for funding affordable housing at scale with private sector capital,

beginning with one country as a pilot
Engage withan identified set of stakeholders(including local lenders, government

sponsors, and international capital providers) to launch this platform in first test
country

Agree conditions for capital deployment and impact maximization including ESG
focused underwriting, covenants, monitoring, and reporting.

Secure a first fund vehicle funded by private sectgand public sector capital for further
capital deployment.

Expand model and vehicles to other developing marketst scale
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ii.  Mass Education: Route to Opportunity

Objective: Deliver education solutions to children in a model that
is global, affordable, scalable, distributable, and local,
demonstrating the feasibility of using technology to compensate
for the bottleneck in  building enough schools and training
enough teachers

The Need
€.260 million children were out of school in 2018
600 million children lack basic literacy and mathematics skills

825 million young people will not have the basic skills to compete for jobs
of 2030 (based on current trends)

33% of schools in least developed countries have electricity
€.50% of schools have access to drinking water

Major SDGs Impacted

4 Mass education to crucial for impart knowledge to
ml children that they need to effectively function as members of society, providing
skills and knowledge allowing people to contribute to their communities

Education is a significant factor in reducing poverty. Educated people earn 10
percent more for every year they attend school. If everyone in school left school at
basic reading levels, 171 million people could rise out of poverty.

Education is critical for overall economic growth, driving overall productivity,
facilitating the transfer of knowledge, and increasing the creativity to create
new knowledge, products, and technologies

Core Challenges

A Basic School Infrastructure Far from Universal. Many schools lack adequate physical
infrastructure creating safe, inclusive environments that nurture learning
A Insufficient Technology Skills and Access.Lack of access to and a lack of usage skill forlT
limit the impact of online and digital learning o pportunities
A Urban/Rural and High/Low Income Divides. Significant disparities in school quality within
countries based on regional and sociodemographic divides.
A Lack of Qualified Teachers.Global shortfall of qualified teaching staff, with nearly 70
million additional teachers required to meet the SDGs based
A Gender Disparites. Less than half the worldbds countri es
primary education, and less than quarter in u pper secondary education
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Transformation

Work with non -government organizations, academia, businesses, and financiers to
identify mass education solutions that can be rolled out globally, cost -effectively,
quickly, and at scale

Key Elements of the Solution

g:%,f Network Infrastructure for Connectivity. Need to ensure robust high bandwidth
connectivity to ensure access to online learning resources

 Hardware for Affordable End -user Devices. Need for low -cost computing/communication

. E - devices, preferably with open-source o/s supporting a large developer community

Software to Enrich Online Learning. Rich software and applications offering to maximize
learning, leveraging all advantage provided by online environments

% Enhanced Content to Provide Critical Skills. Development of additional curricula to provide
competitive skills alongside literacy and numeracy

e®e Reinforced Learning through Communities and Civil Organizations. Empowering civil
A society and individuals to reinforce learning by driving changes in habits and behaviors

Execution Plan

Engageleading multinational organizations (e.g., UNICEF) and NGOs (e.g., World Academ:

ofArtsand Sciences) to determine the worl dbs

Identify leading providers of education and EdTech solutionand development outreach

plan/timeta ble

Secure participation by leading EdTech companies to deliver on solutioris educations
challenges identified

Agree the development plan for a small set of breakthrougheducation solutions for roll-out
with commercial funding potential, engaging private sector banks

Agree the participating countriesfor the first wave of rollout
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lii.  Financial Inclusion: Path to Prosperity

Objective: Drive mass financial inclusion across the world by
sharing a stack of solutions that has proven its ability to deliver
ground -breaking sustainable and inclusive development

The Need

c70%o0f the worl dbds popul ation i s,17ot ad
billion people globally remain unbanked

55%0f worl dbds unbanked are women, 10% g
some countries, 21% less likely to own a mobile phone

<50% of the of adult population in low - and middle -income countries

have active bank accounts

Services such assavings allow families to better absorb financial shocks,
smooth consumption, accumulate assets and investment in human capital
such as education and health, helping people to climb out of poverty.

el Access to financial services allows people to gain higher returns on capital,
ﬁ/ increasing incomes and driving economic growth, mobilizing savings for
productive ventures

10 :‘Eﬁﬁm By providing a foundation for equitable growth and improving the lives of
<= the poor financial inclusion helps reduce inequalities
Access to financial services drives business formation and growth by

financing investments, with increasing small - and medium enterprises
leading to job growth

Core Challenges

A Inadequate Banking Infrastructure. Banking infrastructure with branch networks in the least
developed regions is often poor, providing challenges for inclusion

A Lack of Formal Identification Options. Disadvantaged, poor, and rural people often lack the
formal identification documents required to open bank accounts and for formal transactions

A Usage Frequencyand Transaction Size. Financial institutions need to offer products and
services relevant to customers to encourage usage and transaction capability and avoid the
dormant account phenomenon common in many countries

A Financial (lIHliteracy. Financial literacy among the unbanked is often low, providing a barrier to
practical inclusion

A Consumer Protection. Greater financial inclusion increases the need for effective legal and
regulatory frameworks to protect low -income consumers
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Transformation

Agree on and facilitate a knowledge and solutions transfer from a donor country that

possesses the necessary stack of digital technologies to countries  need banking

services for the poor | nthatoutithwe tthe driteria foynsasse md ap p
inclusion

Key Elements of the Solution

Tech Stack with Core Benefits for Delivery to the Poor. India is a candidate given it has
WS> embarked on an ambitious digital financial inclusion initiative, creating a technology stack
bringing more than 400 million people into the financial sector.

Demonstrated Benefits Beyond Financial Inclusion to Wider Social Protection. The system
%# needs to enable the government to address inequality, corruption and inefficiency while
encouraging financial inclusion, fintech development and a platform for broader

participation among the poor

Solution Broadly Applicable in the World. Solution provider can help other governments

- & drive mass financial inclusion by sharing its
W with nations worldwide, par ti cul -osslowtih®d ¢s@awmtsi ers t o Sout |
Middle East,and South America

Sharing Mechanism in Conjunction with UN. Provider would share through the UN as a

BForce f or Gaonatgiethnalogyserdices where Indian companies are leaders
and have the related expertise to help others implement .

Execution Plan

Develop blueprint of engagement strategyto share stake with other countries

Engage with key stakeholders with leading digital inclusion programw catalyze initiative

to take these global, India being one

Secure participation of global transnational institutions such as the UN

Secure private sector participationby technology and banking partners

Establish a joint team to agree on the details of the proposaknd to draft an outline

protocol
Communicate and create a pipeline to roltout, the idea to the world
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Iv.  Technology and Individu al Impact : Enable Empowerment

Objective: Enable the provision of technologies, including
products, services , and platforms, and allow individuals to make
a positive impact on the SDGs and human security more broadly

The Need

c6b%of the worl dbds net ass emakingéhene owned
the ultimate allocators of over US$250 trillion in net liquid assets

78% of global consumption by households, US$49 trillion annually

3.5 billion people live in democracies, giving them the power to drive

national and global policy

Acting collectively the individual is a powerful force for direct action

Major SDGs Impacted

Promotes the transfer of environmentally sound and sustainable technologies to
individuals across the world, including to developing

Information and communications technology serves as a support structure for all
of the 17 SDGs, helping bring about their advancement, particularly with regards to
the universal coverage of basic services.

Core Challenges

A Awareness. There is a need to build further awareness and consensus on the need to act
across all parts of society to advance the goals that meettheir s 0 ¢ i evdlues s Y

A Education. Further education about the SDGs is also required, to provide a greater
understanding of the goals , as well asthe potential actions that can be taken to further them,
in order to drive informed decision making

A Affordability. Sustainability options made available to individuals need to be affordable in
terms of potential economic and financial trade -offs, particularly in the low -income countries
with minimal disposable income.

A Access.Consumers require tools and services that facilitate positive contributions to the
SDGs beyond the local reach of direct action

A Coordination. Individuals need to be able to coordinate their choices to maximize scale and
impact
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