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We believe this is the better framing for our
thinking — either policy response or temperature

rise is inevitable and, therefore, pathways are
contingent on future developments. We can know
very little about the likely distribution

We need to be careful about any claim that the future might be
‘more uncertain’ now. The future has always been, and always will
be ‘radically uncertain’ (ie unknowable). And yet, the ideas of
thematic investing, dynamic asset allocation and market timing all
imply an attempt at knowing the future

We believe we can claim that the system may be less stable than
it typically is. This would be compatible with the idea that we are
near or at a ‘regime change’ (which, arguably, translates as ‘a
more-rapid-than-typical change in the behaviour of the system’)

Two things follow: (1) it is more important to hold the notion of path
dependency in our thinking, and (2) abrupt and non-linear
change becomes more likely

Our ability to assign probabilities to 2050 outcomes is reduced.
The graphic suggests we may be able to distinguish between
‘more’ and ‘less’ likely, but not more granular than that

We have no way to predict that an initially ‘rogue’ red path will end
up in the more likely set; or that a ‘central’ blue path suddenly
deviates to an unlikely outcome

= Strategic adaptation over time, therefore, becomes key and

inevitable for investors navigating through the future cone

© 2023 Thinking Ahead Institute. All rights reserved.

Thinking Ahead Institute

An innovation network founded by WTW 3



Less
likely

Most
likely

Less
likely

Framing our thinking about the future pathway | IEA NZE 2050 scenario

Adaptation becomes the

primary focus as the world N
grapples with the
More severe climate impacts consequences of delayed
than anticipated disrupt ~———p action. Trajectory falls within
Delayed action and economies and societies the more unlikely area of the
economic interests dominate globally future cone

policy decisions

IEA NZE 2050 Rapid policy shifts are

) prompted (eg GHGs binding Higher climate resilience ; “
Governments commit to limits, carbon pricing) along reinforces previous efforts, bl eEmneliie .
*  achieving net zero with clean energy commitments, innovation ezt pUiEEion BelzyeE)
emissions by 2050 == nbreakthroughs, reforestation™— and cooperation. The world __>Trajbect§;)ry B V]:"tt:: |nftr:e \
regenerative practices, etc. is on track for a post-carbon Ecr)?]ea 1 i e ‘
economy ‘
Gradual but clear shift in
global economic thinking
and an embrace of more
structgral/ transformational Societal values evolve A state of balance between
behavioural change . » prioritising both planetary ecological limits and human
boundaries and social well- needs prevails with full \ y
Negative feedback being = carbon displacement. N4
Trajectory falls within the )
Positive feedback more unlikely area of the
g future cone
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Framing our thinking about the future pathway | IPR Forecast Policy Scenario

IPR FPS

Stricter policy measures
* to accelerate emissions
reduction and limit global =——
temperature increase to
below 2C

Negative feedback

Positive feedback

»

Delayed actlon_and hlgh_ly ) N
fragmented policy adoption

and efforts across different
countries/regions falter

original ambitious targets

Robust international

collaboration leads to

coordinated policy measures—— .
across energy, land, food

systems

Policy adoption expectations
exceeded — governments

and industries commit with
unprecedented urgency and
dedication. Ripple effect of —<——p
transformative change

Advanced stage of climate
change exacerbates the
remaining probabilities of
required policies. Path
dependency momentum
leads to further aggressive
policies

—

Momentum from
collaboration fuels the
acceleration of policies and
the adoption of clean
technologies by industries

Societal norms follow
through with economies
transitioning to regenerative
models that prioritise well-
being, equity and
environmental stewardship

>

The uncertainty resulting

from the delay in policy N
actions and the complexity ’
of global responses place

the trajectory within the

more unlikely area of the

future cone

Timely and concerted |
actions contribute to
achieving the WB2C
warming target resulting in a
trajectory that lies within the ‘
plausible area of the future

cone

The radical shift from

incremental (accelerated
transition) to (systemic) AN . J/
transformation propel the

trajectory within the more

unlikely area
Time
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Framing our thinking about the future pathway | Green post-growth

Green post-growth

Transformational shift in

® societal values,
economics, and resource =——p
management away from a
traditional growth-centric
model to drastically
reduce emissions and
environmental
degradation

Negative feedback

Positive feedback

»

Significant resistance from ——

powerful economic interests
and traditionalist ideologies

leaves room for clunky
ideological development

Grassroots movements and

advocacy groups gain

momentum alongside policy =—

support

Unanticipated adherence
leads several countries to
commit to very ambitious
sustainable and
regenerative practices,
consumption remodelling
and adoption of well-being
indices

>

More market-driven and
technocratic approaches ——p
prevail, promising ambitious
emissions targets while

climate impact continues to

plague

Broader global acceptance
and shift in public
perception. Some countries
begin to experiment with
alternative economic models

Despite prolonged and

broad economic disruptions,
emissions reduction acts as

main catalyst for continued
transformation and growth =——
dependency retreat

——3 economic and social

The long-promised fruits of

global clean energy N
technology rollout are very
slow in coming; other

technological hopes mostly

fade away bringing trajectory

within the more unlikely area

Pre-existing economic and |
financial systems get w
severely hit by downsizing,
leading to widespread

fragmentation, while ‘
emissions and temperature |
confidently rebound within a ‘
safe zone

The ultimate reconciliation

between growth and ecology
and reinstated primacy of N4
the Earth system puts

trajectory within the more

unlikely area
Time
2050
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Limitations of reliance and contact details

Limitations of reliance — Thinking Ahead Group 2.0
This document has been written by members of the Thinking Ahead Group 2.0. Their role is to identify and develop new investment thinking and opportunities not
naturally covered under mainstream research. They seek to encourage new ways of seeing the investment environment in ways that add value to our clients.

The contents of individual documents are therefore more likely to be the opinions of the respective authors rather than repre senting the formal view of the firm.

Limitations of reliance — WTW

WTW has prepared this material for general information purposes only and it should not be considered a substitute for specific professional advice. In particular,
its contents are not intended by WTW to be construed as the provision of investment, legal, accounting, tax or other professional advice or recommendations of
any kind, or to form the basis of any decision to do or to refrain from doing anything. As such, this material should not be relied upon for investment or other
financial decisions and no such decisions should be taken on the basis of its contents without seeking specific advice.

This material is based on information available to WTW at the date of this material and takes no account of subsequent developments after that date. In preparing
this material we have relied upon data supplied to us by third parties. Whilst reasonable care has been taken to gauge the reliability of this data, we provide no
guarantee as to the accuracy or completeness of this data and WTW and its affiliates and their respective directors, officers and employees accept no
responsibility and will not be liable for any errors or misrepresentations in the data made by any third party.

This material may not be reproduced or distributed to any other party, whether in whole or in part, without WTW’s prior written permission, except as may be
required by law. In the absence of our express written agreement to the contrary, WTW and its affiliates and their respective directors, officers and employees
accept no responsibility and will not be liable for any consequences howsoever arising from any use of or reliance on this material or the opinions we have
expressed.

Contact Details
Tim Hodgson | tim.hodgson@wtwco.com

Andrea Caloisi | andrea.caloisi@wtwco.com
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