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Executive Summary

Regulatory Update COP Reflections The Year Ahead: 2025

Regulators focused on enhancing transparency, accountability, and
sustainability in financial and corporate sectors.

In 2024, significant strides continued to be made globally towards
enhanced integration of sustainability considerations. In Asia, Hong Kong
has launched a roadmap for sustainability disclosures, mandating publicly
accountable entities to adopt ISSB Standards. China has enacted a new
Energy Law prioritizing renewable energy. Japan is emphasizing non-
financial factors in investments with new "Asset Owner Principles."
Singapore has expanded its taxonomy to enhance interoperability with
China and the EU. Korea is updating its carbon neutrality framework and
has passed climate-related financial disclosure legislation.

Australia is rolling out mandatory climate disclosures for large companies
and contributing $50 million for climate change loss and damage. New
Zealand is developing a sustainable finance strategy to boost capital flow
for sustainable opportunities.

Over the year, the European Union updated its sustainable finance
framework by introducing new regulations, amending existing ones, and
reviewing regulations like the SFDR, with the first phase of the Corporate
Sustainability Reporting Directive (CSRD) reports set for release for larger
entities. The UK is consulting on mandatory climate transition plans,
revising the Stewardship Code, and introduced anti-greenwashing rules.

Canada is enhancing its sustainability framework by introducing guidelines
for pension plans to incorporate ESG considerations, developing a
voluntary taxonomy for green investments, and mandating climate-related
disclosures for large companies. In the US, the US Securities and
Exchange Commission (SEC) climate disclosure rule is final, however
pending implementation.

In the near future, climate and sustainability policies are likely to continue
diverging across different regions such as the EU and US as these issues
receive increased attention in a politically polarized environment.
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COP29 focused on mobilizing finance, with an agreement to finance
climate action through $300 billion per year commitment and carving
a path towards a global carbon market. COP16 set ambitious goals
for biodiversity conservation and introduced transition plans.

Our key takeaways for investors include:

1. Launch of the Cali fund which aims to share the benefits derived from
using digital sequence information (DSI) from genetic resources.

2. TNFD published its draft guidance on nature transition planning for
corporates and financial institutions

3. Launch of a New Collective Quantified Goal on Climate Finance
(NCQG)

4. Operationalizing Carbon Markets under Article 6

At COP29 and COP16, Marsh McLennan specialists shared research and
participated in sessions on the latest trends and innovative solutions in
climate resilience and nature, empowering attendees W’ith insights to make
a tangible impact within and outside an organization on&ustainability
issues.

Despite the challenges faced in 2024, many investors remain
committed to sustainability goals. With significant events like COP30
and ongoing innovations, 2025 holds the potential for practical
solutions from both public and private sectors to foster a resilient
global economy.

Key Themes for Investors to consider in 2025:

* Al Revolution: Artificial intelligence is rapidly becoming essential in the
energy sector, enhancing the production, consumption, and distribution
of energy, and making complex systems like electricity networks more
secure, efficient, and sustainable.

* Climate Adaptation: Addressing growing physical risks and finding
adaptation solutions is critical to achieving a successful transition.
Enhancing risk management of infrastructure and real estate assets,
and opportunities in emerging technologies supporting climate
adaptation are both areas for investors to explore further.

* Climate Finance in Emerging Markets: As the world grapples with the
urgent need to address climate change, the spotlight on climate finance
in emerging markets continues to grow. The transition to a low-carbon
global economy is not just a necessity; it is an opportunity for private
investment to play a transformative role in driving sustainable
development.

* Nature: An exciting investment opportunity which is starting to scale is
in what is known as "the circular bioeconomy". This model focuses on
reducing waste, enhancing resource efficiency, and promoting the
regeneration of natural systems.

* Social Factors in ESG: Asset owners are increasingly recognizing the
importance of social factors in investment strategies, acknowledging
their impact on long-term financial performance. While environmental
and governance issues have traditionally dominated the ESG
conversation, there is a growing emphasis on social factors like labor
rights, human rights, and diversity.

*  The Trump Effect: In light of President Trump’s return to the White
House, it is expected sustainable investing will face policy headwinds in
the US. We discuss areas which will impact investors the most.


https://www.sec.gov/newsroom/press-releases/2024-31
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Regulatory Updates

Asia

China and Hong Kong

In December, the Hong Kong government launched the .
roadmap on sustainability disclosures in Hong Kong,

which sets out the approach to require publicly

accountable entities (PAESs) to adopt the ISSB

Standards. It will first be mandatory for listed PAEs that

are Main Board and/or Large Cap issuers starting 1

January 2025, before applying to other listed PAEs

under a proportionate approach beginning 1 January

2028. Also, financial regulators will require financial
institutions carrying a significant weight (non-listed

PAEs such as banks and insurance companies) to apply

the Standards no later than 2028. .
In November, the National People's Congress approved

the new Energy Law of the People's Republic of China,
effective 1 January 2025. The law states that China will
prioritize renewable energy development, while

encouraging a rational, clean, and efficient use of fossil
fuels.
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In June, the Japanese Government published
"Grand Design and Action Plan for a New Form
of Capitalism" including the plan on “Reform of
asset ownership®. This plan clarified that
consideration of non-financial factors, including
impact, when making investments, doesn't violate
fiduciary duty, and also stated that representative
public pension funds will complete the signing of
PRI by the end of this year, aiming to strengthen
sustainable investment initiatives and spread the
trend to the entire market.

The Japanese government published the "Asset
Owner Principles" in August as a set of common
principles for asset owners' investment,
governance, and risk management. The
principles include a focus on stewardship
activities, with a supplementary principle referring
to sustainable investment.

Singapore

Published in November, the Multi-Jurisdiction
Common Ground Taxonomy (M-CGT) expands
on the bilateral EU-China CGT to include the
Singapore-Asia Taxonomy, thereby enhancing
the interoperability of taxonomies in China, the
EU and Singapore.

South Korea

In August, the South Korean Constitutional Court
ruled that the 2021 “Framework Act on Carbon
Neutrality and Green Growth for Coping with
Climate Crisis” is unconstitutional. The
insufficiency of the Framework stems from its
lack of legally binding targets for reductions
beyond 2030, which “shifts an excessive burden
to the future”. The Court has mandated that the
Framework and associated targets be updated by
February 2026.



https://www.fstb.gov.hk/fsb/en/publication/report/docs/FSTB_Roadmap2024_eBooklet_EN.pdf
https://www.nea.gov.cn/2024-11/09/c_1310787187.htm
https://www.cas.go.jp/jp/seisaku/atarashii_sihonsyugi/pdf/ap2024en.pdf
https://www.cas.go.jp/jp/seisaku/atarashii_sihonsyugi/pdf/ap2024en.pdf
https://www.cas.go.jp/jp/seisaku/atarashii_sihonsyugi/pdf/assetownerprinciplesen.pdf
https://www.cas.go.jp/jp/seisaku/atarashii_sihonsyugi/pdf/assetownerprinciplesen.pdf
https://finance.ec.europa.eu/document/download/e83394d0-daf1-487e-b1bf-922731767a10_en?filename=241113-common-ground-taxonomy-multi-jurisdiction-activity-tables_en.pdf
https://finance.ec.europa.eu/document/download/e83394d0-daf1-487e-b1bf-922731767a10_en?filename=241113-common-ground-taxonomy-multi-jurisdiction-activity-tables_en.pdf
https://www.ccourt.go.kr/dext5editordata/2024/08/20240829_164950989_18656.pdf
https://www.ccourt.go.kr/dext5editordata/2024/08/20240829_164950989_18656.pdf
https://www.ccourt.go.kr/dext5editordata/2024/08/20240829_164950989_18656.pdf
https://www.ccourt.go.kr/dext5editordata/2024/08/20240829_164950989_18656.pdf
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Australia & New Zealand

Australia

New Zealand

In early September, the mandatory climate related financial disclosures legislation was passed

» The framework for Australia's first climate-related financial disclosure regime, was passed by Parliament on 9 September 2024 and received
royal assent on 17 September 2024. The legislation comes into effect starting 1 January 2025.

» The Bill seeks to introduce mandatory climate-related disclosures for large companies and financial institutions (notably Asset Owners with
more than $5Bn in FUM) in Australia, aligning with international IFRS standards.

» The reporting requirements will be phased in over three years for three groups of entities, categorized by size. The first group (large firms)
starts reporting for the financial year starting on or after January 1, 2025, while the second and third groups start on July 1, 2026, and July 1,
2027, respectively.

» It will be mandatory for these firms to report:

— Material climate-related financial risks and opportunities faced by the entity;

— Scope 1, 2 and 3* GHG emissions and any associated reduction targets;

— any information about governance of, strategy of or risk management by the entity in relation to these risks, opportunities, metrics and
targets; and

— an assessment of the entity's resilience to climate-related changes using scenario analysis. This Scenario analysis will need to include a
1.5C and >2.5C scenario at a minimum

Australia contributes $50 million for loss and damage from climate change:

e The Fund announced by Chris Bowen (Minister of Climate Change & Co-Chair of the NCQG) at COP29, will assist developing countries
respond to extreme weather and slow onset climate events, addressing the economic and non-economic impacts of climate change.

» Support for loss and damage is a priority for Pacific countries, who face an existential threat from climate change.

State of Climate Report 2024:

» The recent State of Climate Report was provided by the Commonwealth Scientific and Industrial Research Organisation (CSIRO). Where on
land, Australia has warmed by an average of 1.51°C since 1910, Australia’s oceans have heated up by 1.08°C on average since 1900.

Updates to the Safeguard Mechanism:

» The safeguard mechanism is an emissions reduction policy where large emitters are required to reduce their emissions in line with legislated
limits (or baselines) to support Australia’s net zero target

» This was largely focused on existing industrial, mining or manufacturing facilities, but has now branched out to more sectors (incl. agriculture),
which must evidence a declining emissions trajectory as of June 2025.

Progress continues for the Australian Sustainable Finance Taxonomy:

« ASEFl is committed to delivering a six-sector sustainable finance taxonomy for climate change mitigation. ASFI expects to make the initial
taxonomy available for use by firms, investors and regulators on a voluntary basis from mid-2025.
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Progress continues for development of Aotearoa New Zealand's Sustainable
Finance Taxonomy

* Minister of Climate Change Hon. Simon Watts announced at the RIAA Conference in
Auckland in September 2024 that Centre for Sustainable Finance is partnering with
the Government on its sustainable finance strategy for Aotearoa New Zealand.

» The strategy will provide clarity on the Government’s priorities to increase the flow of
domestic and international capital for sustainable and transition opportunities.
Sustainable finance can help Aotearoa New Zealand to:

— Reduce greenhouse gas emissions to maintain our access to international
markets
— Seize new growth and productivity opportunities
— Responsibly manage our natural resources
— Build a resilient economy that can adapt to future shocks
External Reporting Board (XRB) announces differential climate-related reporting
and approves proposed amendments to the climate and assurance standards

»  XRB announced plans to consult on Aotearoa New Zealand Climate Standards (NZ
CS), focusing on differential climate-related reporting in 2025.

- Differential reporting would allow climate standards to vary based on entity
characteristics or size, as per Section 19C of the Financial Reporting Act 2013. The
XRB plans to review this approach to ensure it meets the needs of climate reporting
entities (CRES).

* In 2025, the XRB will consult on using Section 19C to issue new or amended
standards for different CRE classes. The consultation will address appropriate
categories, tier size thresholds, and the balance of costs and benefits for disclosure
requirements, aiming for international alignment.

* In November 2024, following an earlier October consultation, the XRB approved
three out of the four proposed amendments to the climate and assurance standards.
The amendments will apply from 1 January 2024, so will be applicable for reporting
periods that begin on or after that date.

*There is a modified liability for Scope 3 emissions, scenario analysis and transition plans for the first 3 years of reporting.


https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r7176
https://assets.kpmg.com/content/dam/kpmg/au/pdf/2024/24ru-10-climate-related-disclosures-bill-passed.pdf
https://minister.dcceew.gov.au/bowen/media-releases/joint-media-release-australia-contributes-50-million-loss-and-damage-climate-change
https://www.csiro.au/en/research/environmental-impacts/climate-change/State-of-the-Climate
https://www.pwc.com.au/assurance/esg-reporting/safeguard-mechanism.html
https://static1.squarespace.com/static/6182172c8c1fdb1d7425fd0d/t/66ed1241ac988663c1dd79f4/1726812782493/ASFI_2024+Progress-Tracker_FINAL.pdf
https://www.xrb.govt.nz/dmsdocument/5355/
https://www.legislation.govt.nz/act/public/2013/0101/latest/LMS592174.html
https://www.xrb.govt.nz/dmsdocument/5188/
https://www.xrb.govt.nz/news/latest-news/

Regulatory Updates

Canada

CAPSA Pension Plan Risk Management Guidelines

The Canadian Association of Pension Supervisory Authorities (CAPSA) released its new guideline No. 10 for Risk
Management for Plan Administrators, which is applicable to all pension plans. Environmental, Social, Governance
(ESG) issues are listed as a specific topic for risk consideration.

Importantly, the guideline describes using ESG information to provide financial insight as “consistent with an
administrator’s fiduciary duty” and that “ignoring or failing to consider ESG information that might materially affect
the fund’s financial risk-return profile could be a breach of fiduciary duty.” The guideline adds climate change is
considered to pose urgent and material systemic risks to the financial system.

The guideline outlines key principles and expectations that pension plan administrators should consider from ESG
materiality, implementation, governance, risk identification, investment decision-making and disclosure aspects.

Canada'’s regulator for federally regulated pension plans -- the Office of the Superintendent of Financial
Institutions (OSFI) -- said it expects plan administrators to follow the CAPSA Risk Management Guideline.

Canadian Taxonomy and Mandatory Climate-related Disclosures

The Canadian government will develop a voluntary sustainable development taxonomy to define green and
transition investments that is consistent with the goal of reaching net-zero emissions by 2050 and limiting global
temperature rise to 1.5 degrees above pre-industrial levels.

A taxonomy covering two to three priority sectors for the Canadian economy will be published within 12 months,
which would help companies and investors mobilize capital towards green categories and support transition
activities.

The Canadian government also announced plans to mandate climate-related financial disclosures for large,
federally incorporated private companies, as it commits to expanding climate-related financial disclosures, which
already covers federal crown corporations and federally regulated financial institutions. As of 2024, OSFI already
requires federally regulated banks, insurance companies, and trust and loan companies to publish climate
disclosures.
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Greenwashing Regulation

The Competition Bureau, an independent law enforcement agency, added new provisions to the Competition Act
in June 2024 requiring businesses to have testing or substantiation to support certain environmental claims to
prevent greenwashing. Violations may lead to significant financial penalties.

The Competition Bureau’s definition of environmental claims is broad. It notes one of the bigger trends in
complaints involves claims about environmental improvements that the business will accomplish in the future,
such as claims about being carbon neutral by a certain date, without a credible plan to deliver on the claim. The
regulation could capture asset owners and asset manager claims, however further clarification is expected.

Canada’s First Sustainability Disclosure Standards

.

The Canadian Sustainability Standards Board (CSSB) issued Canada inaugural sustainability disclosure

standards in December after an extensive public consultation, a significant step in increasing transparency and

consistency in sustainability reporting by Canadian organizations. The standards are voluntary unless mandated
by regulators or governments.

The CSSB'’s standards are aligned with global baseline standards of the International Sustainability Standards
Board (ISSB) but modified for the Canadian context including giving companies more time to prepare for scope 3
GHG emissions reporting.

The Canadian Securities Administrators (CSA) has expressed interest in making the CSSB standard mandatory.
They are working on developing a revised climate-related disclosure rule and plan to seek public feedback before
implementing any changes to their rules.



https://www.capsa-acor.org/Documents/View/2101
https://www.capsa-acor.org/Documents/View/2101
https://www.canada.ca/en/department-finance/news/2024/10/government-advances-made-in-canada-sustainable-investment-guidelines-to-accelerate-progress-to-net-zero-emissions-by-2050.html
https://competition-bureau.canada.ca/how-we-foster-competition/education-and-outreach/guide-june-2024-amendments-competition-act
https://www.frascanada.ca/en/cssb/news-listings/cssb-media-release-csds-1-and-2-launch
https://www.frascanada.ca/en/cssb/news-listings/cssb-media-release-csds-1-and-2-launch
https://www.securities-administrators.ca/news/csa-issues-market-update-on-climate-related-disclosure-project/

Regulatory Updates

Europe

Corporate Sustainability Reporting Directive (CSRD) reports due in 2025

* On July 31, 2023, the European Commission published the European Sustainability Reporting Standards (ESRS), the criteria for implementing the recently adopted
CSRD. Large public-interest companies (with over 500 employees) that are already subject to the existing Non-Financial Reporting Directive (NFRD) have their
reports due in 2025. In the coming years, the CSRD is expected to significantly improve the quality and quantity of sustainability-related information available to
investors and will, when fully implemented, be a reporting requirement for approximately 50,000 entities in Europe and beyond.

The European Green Bonds Regulation, a new standard

» Starting December 21, 2024, issuers can issue European green bonds under a new voluntary standard introduced by the EU, aiming to set a clear gold standard for
green bonds and to fully integrate with the SFDR, particularly concerning how issuers of green bonds report their alignment with the Taxonomy Regulation.

» Under this standard, issuers must provide clear disclosures about what qualifies a bond as “green,” with assessments by independent external reviewers before and
after issuance, enhancing transparency for investors. Moreover, for the first time, firms providing external reviews will be supervised at the EU level by ESMA. It is
also worth noting that European green bonds will not only be suitable for entities whose activities are already sustainable. On the contrary, European green bonds
can support those issuers that are still working to transition toward becoming greener.

New guidelines on funds’ names using ESG or sustainability-related terms

» Following the public statement of 14 December 2023, ESMA published in May 2024 the final report containing Guidelines on funds’ names using ESG or
sustainability-related terms, to ensure greater integrity in the labelling and marketing of sustainable investment funds.

» The new guidelines require sustainable funds to allocate at least 80% of their assets to ESG objectives, introduce "Transition Funds" for companies moving toward
greener practices, and impose stricter restrictions on asset managers using ESG terms, with non-compliant funds risking the loss of their ESG designation, among
other things.

Amendments to the EU Taxonomy Regulation

» The EU Taxonomy Regulation, a key element of sustainable finance in Europe, was updated to enhance its technical screening criteria. The revisions include
extended coverage of economic activities, providing clearer alignment criteria for previously underrepresented sectors like agriculture, water management, and
circular economy initiatives. Additionally, the updates extend but simplify disclosure rules from January 2024, offering companies and investors streamlined reporting
requirements that reduce complexity while maintaining transparency.

EU Investing for Transition Benchmarks (ITBs)

» EU Platform on Sustainable Finance has published a report introducing Investing for Transition Benchmarks (ITBs). The new framework outlines two benchmarks —
ITB and ITBex - designed to integrate the EU Taxonomy into investors’ existing strategies. The benchmarks build upon the foundation of the EU Paris-Aligned and
Climate Transition Benchmarks (PAB and CTB) by incorporating a decarbonisation objective. Additionally, ITBs introduce an objective on the greening of CapEx,
enhancing transparency in transition financing. Further refinement of the methodology for regulatory development is expected in the coming year.

SFDR under Review

» As of the end of 2024, the European Commission continues its review of the Sustainable Finance Disclosure Regulation (SFDR) 2019/2088, which was initiated in
September 2023. The implementation of the SFDR follows a phased approach aligned with other sustainable finance regulations.

@ Mercer

2025 Sustainable Investment Global Update

Key regulatory reference dates

January 1, 2024: Financial institutions began reporting their
alignment with the same climate objectives under the
Taxonomy Regulation.

From January 2025 Onwards: Financial institutions will be
required to disclose KPlIs related to additional environmental
objectives, including sustainable water use, circular economy
transition, pollution prevention, and biodiversity protection.
Mid-2025 SFDR Level 1 Review: A review of SFDR is
expected around mid-2025 to refine disclosure obligations
based on stakeholder feedback and regulatory developments.
2026 to 2027: Large companies not previously subject to the
NFRD will start reporting under the ESRS Set 1. Listed SMEs
and small, non-complex financial institutions can begin
optional reporting under the ESRS for Listed SMEs, with
mandatory reporting starting in 2029.

End of 2025 Transition Periods: Key transitional provisions
under the Benchmark Regulation (BMR) and SFDR will
conclude, particularly regarding existing funds and third-
country benchmarks.

Possible consolidation of sustainability regulations

The European Commission is planning to merge three key
sustainability frameworks—Corporate Sustainability Due
Diligence Directive (CSDDD), Corporate Sustainability
Reporting Directive (CSRD), and Taxonomy Regulation—
through omnibus legislation. This aims to streamline reporting
and reduce bureaucratic overlap without changing substantive
requirements. However, this consolidation could lead to
significant revisions during the legislative process, as both the
European Parliament and Council can propose amendments.
The technical complexity of merging these frameworks, due to
their different legal forms and scopes, presents additional
challenges, including the potential oversimplification of the
regulations.



https://finance.ec.europa.eu/regulation-and-supervision/financial-services-legislation/implementing-and-delegated-acts/corporate-sustainability-reporting-directive_en
https://finance.ec.europa.eu/sustainable-finance/tools-and-standards/eu-taxonomy-sustainable-activities_en
https://www.esma.europa.eu/esmas-activities/investors-and-issuers/external-reviewers-european-green-bonds
https://www.esma.europa.eu/sites/default/files/2023-12/ESMA34-1592494965-554_Public_statement_on_Guidelines_on_funds__names.pdf
https://www.esma.europa.eu/sites/default/files/2024-05/ESMA34-472-440_Final_Report_Guidelines_on_funds_names.pdf
https://finance.ec.europa.eu/document/download/50a36d31-606a-4f3b-ac49-710768162cef_en?filename=241219-sustainable-finance-platform-proposal-transition-benchmarks_en.pdf
https://finance.ec.europa.eu/sustainable-finance/disclosures/eu-labels-benchmarks-climate-esg-and-benchmarks-esg-disclosures_en
https://www.petersandpeters.com/2025/01/07/the-omnibus-simplification-package-reduced-eu-corporate-sustainability-reporting/

Regulatory Updates

United Kingdom

Climate transition plans consultation

» The Transition Plan Taskforce (TPT) was a UK initiative set up in 2022 that aims to create a global standard for climate transition plans. The TPT'’s
framework provides detailed guidance on how entities can disclose their transition plan. The TPT has also published sector guidance to help
preparers interpret the Disclosure Framework. The International Financial Reporting Standards (IFRS) Foundation assumed responsibility for the TPT
Disclosure Framework during 2024 as part of ISSB work to streamline and consolidate frameworks and standards for disclosures about transition
plans.

» Currently, Climate Transition Plans can be produced on a voluntary basis. As announced in the UK Chancellor's Mansion House speech, the UK
Government will be consulting in the first half of 2025 on how best to take forward the Labour Government’s manifesto commitment to make climate
transition plans mandatory for UK-regulated financial institutions and FTSE 100 companies.

UK Stewardship Code’ proposed revisions

» The Financial Reporting Council (FRC) launched a consultation on its proposed revisions to the UK Stewardship Code in November 2024, with a
response deadline by 19 February 2025.

» The proposed revisions to the UK Stewardship Code focus on re-defining stewardship, streamlining and changing the reporting requirements, and
introducing dedicated Principles for proxy advisors and investment consultants. The updates aim to streamline reporting and provide clearer guidance
for implementation, while ensuring the Code remains relevant and aligned with the evolving standards and market needs.

* The FRC plans to publish the updated UK Stewardship Code in late 2025, with implementation and the first reporting cycle expected in 2026.

Sustainability Disclosure Requirements (SDR) coming into force

» The Financial Conduct Authority (FCA) introduced an anti-greenwashing rule with effect from May 31, 2024 for all FCA-regulated firms to ensure that
any sustainability-related claims are fair, clear, and not misleading. As of July 31, 2024, UK asset managers could begin using new sustainability
labels for UK domiciled funds—such as 'Improvers,' 'Focus,' 'Impact,’ and 'Mixed Goals — subject to compliance with the Policy Statement PS23/16.
These labels aim to help consumers make informed investment decisions by clearly indicating the sustainability objectives of financial products and to
improve the trust and transparency of sustainable investment products.

» The naming and marketing requirement, originally set to take effect on December 2 2024, restrict the use of specific sustainability-related terms in
product names and marketing materials unless the products meet certain criteria. However, the FCA extended the compliance deadline to April 2025,
acknowledging that firms required additional time to align with the new standards.

» The FCA had confirmed that 30 funds had applied for an SDR label at the December 2, 2024 deadline.
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Regulation of ESG Ratings Providers

On November 14, 2024, the UK government confirmed plans to regulate
ESG ratings providers by bringing them under the supervision of the
Financial Conduct Authority (FCA). Draft legislation was also released, with
technical comments invited by January 14, 2025.

The government intends to introduce finalized legislation to Parliament in
early 2025, officially bringing ESG ratings providers within the UK's regulatory
perimeter.

Entities offering ESG ratings influencing investment decisions will require
FCA authorization, encompassing both domestic and international providers
engaging with UK users. This is expected to enable investors make more
informed decisions based on clearer and more reliable ESG assessments.

UK Green Taxonomy Consultation

In 2024, the UK government initiated steps to develop a UK-specific Green
Taxonomy, distinct from the EU framework, to better align with national
sustainability goals.

A consultation was launched on November 14, 2024, seeking views on the
value and design of a UK Green Taxonomy, aiming to support sustainable
investment and mitigate greenwashing. The consultation is open until
February 6, 2025, inviting feedback from stakeholders on the proposed
framework and its implementation. The consultation addresses the scope,
structure, and potential use cases of the UK Green Taxonomy, considering
lessons from the EU's experience and seeking to ensure interoperability with
international standards.

UK Biodiversity Net Gain regulations came into force Feb 2024

The UK's Biodiversity Net Gain legislation mandates that developers leave
natural habitats in a measurably better state after development, requiring a
minimum 10% improvement compared to the pre-development state, which
can be achieved on-site or by purchasing biodiversity units from off-site
projects.



https://itpn.global/tpt-legacy/
https://itpn.global/tpt-legacy/
https://www.gov.uk/government/collections/mansion-house-2024
https://www.frc.org.uk/consultations/stewardship-code-consultation/
https://www.fca.org.uk/publications/finalised-guidance/fg24-3-finalised-non-handbook-guidance-anti-greenwashing-rule
https://www.fca.org.uk/news/press-releases/sustainability-disclosure-and-labelling-regime-confirmed-fca
https://www.fca.org.uk/news/press-releases/sustainability-disclosure-and-labelling-regime-confirmed-fca
https://www.fca.org.uk/publication/policy/ps23-16.pdf
https://www.fca.org.uk/news/statements/fca-sets-out-temporary-measures-firms-naming-and-marketing-sustainability-rules
https://future.portfolio-adviser.com/over-30-funds-approved-for-sdr-labels-as-december-deadline-passes-what-are-the-intended-consequences-of-the-criteria/
https://www.gov.uk/government/consultations/future-regulatory-regime-for-environmental-social-and-governance-esg-ratings-providers
https://www.gov.uk/government/consultations/future-regulatory-regime-for-environmental-social-and-governance-esg-ratings-providers
https://www.gov.uk/government/consultations/uk-green-taxonomy?utm_source=chatgpt.com
https://32a20588.isolation.zscaler.com/profile/87f62553-0be8-481f-b113-1438b43485e1/zia-session/?tenant=marsh-mclennan&region=was&controls_id=890c8440-4b4b-4daa-a0bf-6d5938409f8e&user=6bac1bc985347aeaf1cc647b6b0603129dc9f43768f22c293989052de0560984&original_url=https%3A%2F%2Fwww.gov.uk%2Fguidance%2Funderstanding-biodiversity-net-gain%23%3A%7E%3Atext%3DIn%2520England%252C%2520BNG%2520is%2520mandatory%2Cof%2520the%2520Environment%2520Act%25202021%29.&key=sh-1&hmac=33ddf01ff5596259041f9f88876ac5a00f7ccad2346b717c466e09211051d36c

Regulatory Updates

United States

Federal-Level Highlights State-Level Highlights

: : : California
ESG Considerations in ERISA Plans
» The House Education and Workforce Committee passed bills aimed at restricting environmental, social and .

The new California Climate Disclosure Law signed on September 27, 2024, amends the Climate Corporate
governance considerations in ERISA-governed retirement plans in September 2024.*

Data Accountability Act (SB 253) regarding regulatory timelines and reporting scope.®

SEC Climate Disclosure Rules Texas
* On April 4, 2024, the Securities and Exchange Commission (SEC) issued an Order to stay its climate rule, . .
which was published in the Federal Register on March 28, 2024.2 * The State of Texas challenged the DOL ESG rule and must now present their claims in a lower court after the

Fifth Circuit Court of Appeals remanded the case, citing the recent Supreme Court ruling in Loper Bright
Enterprises v. Raimondo, which limits the interpretive authority of federal agencies and the application of the

A U.S. Federal Court of Appeals suspended the Fearless Fund venture firm’s gender diversity grant Chevron deference doctrine. This remand instructs the Texas federal district court to reevaluate the case.®
program
« The subsequent settlement ended the grant program, which included a gender diversity requirement.2 Montana

* Montana's Supreme Court upheld a lower state court's ruling that the state constitution guarantees the

constitutional right to a clean and healthful environment in Montana an opinion published on December 18,
» The Fed issued a high-level framework for management of exposures to climate-related financial risks for 2024.7 Litigation is anticipated in other states with similar language in the state constitution.

institutions with at least $100 billion in assets. The principles address: governance; policies, procedures, and
limits; strategic planning; risk management; data, risk measurement, and reporting; and scenario analysis.

* The principles are intended to be neutral, and neither prohibit or require large financial institutions to provide
banking services to customers of any specific class or type.

The Fed issued principles for climate-related financial risk management for large banks*

1Source: https://www.pionline.com/washington/house-passes-anti-esg-package-bills; 2Source: https://www.sec.gov/files/rules/other/2024/33-11280.pdf; 3Source: https://media.call.uscourts.gov/opinions/pub/files/202313138.pdf

4Source: https://www.federalreserve.gov/newsevents/pressreleases/bcreg20231024b.htm; 5Source https://ww2.arb.ca.gov/sites/default/files/2024-12/ClimateDisclosureQs_Dec2024.pdf; 8Source: https://aboutblaw.com/beUE;
’Source:https://climatecasechart.com/wp-content/uploads/case-documents/2024/20241218 docket-DA-23-0575_opinion.pdf

Mercer does not provide legal advice. You should contact your attorney before making any decisions with legal or regulatory implications.
Regulatory commentary is for illustrative purposes only and is not intended as a comprehensive guide to legal and regulatory impact or policy positions. As of 12/15/2024.
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COP16 & COP29

Reflections




COP16 — UN Convention on Biological Diversity

Reflections

COP16

CALI-COLOMBIA
Paz con laNaturaleza

Image courtesy of COP16 Colombia
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In October 2024, government and private
sector representatives from around the
world met in Cali, Colombia, for the United
Nations’ Convention on Biological
Diversity Conference — COP16 — to
discuss the impacts on nature and
biodiversity and agree on actions to
address them.

The theme of COP16 was “Peace with
Nature”, intended to call on Parties to
collectively commit to achieving 23 targets
for 2030 laid out in the Kunming-Montreal
Global Biodiversity Framework (KMGBF),
adopted at the previous meeting of the
Convention’s 196 Parties in Montreal in
2022.

We note the progress made on these
goals and our insights on the next page.



https://www.cop16colombia.com/es/en/cop16-logros-historicos-hoja-ruta-2025/

COP16 — Convention on Biological Diversity

Mercer’s key takeaways for investors

The Cali Fund

At COP 16, delegates advanced the operationalization of a multilateral mechanism, including a global
fund, to share benefits from the use of digital sequence information (DSI) on genetic resources more
fairly and equitably.

The decision outlines how industries like pharmaceuticals and biotechnology should share benefits
with developing countries and Indigenous Peoples. Large companies benefiting from DSI are
expected to contribute to "the Cali Fund" based on 1% profits or 0.01% revenues.

The fund will largely benefit developing countries, supporting the implementation of the KMGBF
according to their priorities. At least 50% of the funding will address the needs of Indigenous Peoples
and local communities, including women and youth, through government or direct payments.

This mechanism is expected to raise USD 1 billion annually and is aimed to bridge the biodiversity
finance gap and enhance equity and justice in biodiversity-based innovation.

At rescheduled COP16 meetings in Rome in 2025, the Parties will resume discussions to approve a
new "Strateqy for Resource Mobilization" aiming to secure $200 billion annually by 2030 from various
sources to support global biodiversity initiatives. Another goal is to redirect $500 billion per year in
subsidies that harm biodiversity by 2030. The outcomes from this agreement are expected to create
opportunities for private finance to explore and create more investments in nature related solutions
supported by government incentives and policies.

TNFD and Nature Action 100 launch initiatives

Recurring discussions at COP16 highlighted the need for companies and financial institutions to
measure and report their biodiversity-related risks and impacts, serving as a catalyst for action in this
area. At COP16, the number of companies publicly committing to adopt the Taskforce on Nature-
related Financial Disclosures (TNFD) recommendations exceeded 500.

In Cali, the TNFD published its draft guidance on nature transition planning for corporates and
financial institutions. The draft is open for consultation until 1 Feb 2025 with final guidance expected
sometime in 2025.

The European Union is already incorporating biodiversity considerations into key regulations, such as
the Corporate Sustainability Reporting Directive. It is likely that other regulators will implement more
stringent rules, especially for sectors with significant impacts on nature. Furthermore, Target 15 of the
KMGBF states adoption of policy measure encouraging corporates to regularly monitor and disclose
their nature impacts.

Nature Action 100, the first global investor-led initiative focused on addressing nature and biodiversity
loss, announced its inaugural benchmark assessments at COP16. The assessments measure
corporate progress against the initiative’s Investor Expectations for Companies. The initial results
indicate that most of the 100 companies involved are in the early stages of addressing their nature-
related impacts and dependencies.

Improved transparency through disclosures and assessments will be invaluable for investors in
accelerating both climate and nature action across regions and sectors.

The bureau of the Conference of the Parties to the Convention on Biological Diversity agreed to hold resumed sessions for COP 16 to address agenda items left unresolved in Cali. The meetings will take place at the

headquarters of the Food and Agriculture Organization of the United Nations in Rome, Italy in February 2025. The resumed meetings will focus on a new framework for monitoring countries’ progress on tackling nature
loss and establishing a new global biodiversity fund under the COP. COP17 will be held in Armeniain 2026.
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https://www.un.org/sustainabledevelopment/blog/2024/11/biodiversity-cop-16-important-agreement-reached-towards-goal-of-making-peace-with-nature-2/#:~:text=At%20COP%2016%2C%20CBD%20Parties,diseases%2C%20and%20promote%20sustainable%20ecosystems.
https://www.un.org/sustainabledevelopment/blog/2024/11/biodiversity-cop-16-important-agreement-reached-towards-goal-of-making-peace-with-nature-2/#:~:text=At%20COP%2016%2C%20CBD%20Parties,diseases%2C%20and%20promote%20sustainable%20ecosystems.
https://www.cbd.int/financial/0002.shtml
https://tnfd.global/tnfd-transition-plans-paper-published/
https://www.cbd.int/gbf/targets/15
https://www.natureaction100.org/investor-expectations-for-companies/

COP29 — UN Climate Change Conference

Reflections

COP29, the 29th UN Climate Change
Conference, took place in Baku, Azerbaijan, from
November 11th to 22nd, 2024.

/
/ Vv’ (C:‘v United Nations . COP29 COP29, dubbed as the “Finance COP” aimed to
/,, &L\ ,}’ Glimate Chanae gi’é}‘b@jan accelerate global climate action and mobilize the
R

necessary financial resources to support
developing countries in their climate mitigation
and adaptation efforts.

Key goals of COP29 were to secure a new,
significantly higher level of climate finance
involving setting a new goal for developed
countries to provide financial assistance to
developing nations. The second goal was to
mobilize finance to increase both public and
private investments in climate action, such as
renewable energy, adaptation measures, and
reducing greenhouse gas emissions.

We note the progress made on these goals and
our insights on the next page.

Image courtesy of UNFCC
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COP29 — UN Climate Change Conference

Mercer’s key takeaways for investors

New Collective Quantified Goal on Climate Finance Operationalizing Carbon Markets under Article 6

» The New Collective Quantified Goal (NCQG) on climate finance was announced at COP29. It aims to + COP29 marked a significant milestone with the agreement on a package of rules under Article 6 of
enhance the financial support provided to developing countries in their efforts to combat climate the Paris Agreement. While Article 6.2 focuses on voluntary bilateral or multilateral agreements
change and adapt to its impacts. between countries to trade emissions reductions, Article 6.4 aims to create a centralized global

carbon credit market, set to be called the Paris Agreement Crediting Mechanism (PCAM), for
countries and companies. A global carbon market can be a major catalyst for climate action and
funding for emerging markets.

» Developed countries have committed to providing at least $300 billion annually by 2035 through
various sources, including bilateral and multilateral agreements. The agreement also encourages
parties to aim for at least a total of $1.3 trillion by 2025, primarily from private financing. However, this
falls short of the trillions needed by poor and vulnerable nations to build climate resiliency into their » The main criticism of voluntary carbon markets has been the lack of uniform standards and the
economies. integrity of carbon credits. Article 6.4 seeks to address these issues as a key feature of PCAM is its

centralized governance by the UN Supervisory Body, which will oversee the entire process and

establish rules for regulatory stability and standards.

» There is widespread skepticism about whether wealthy nations will fulfill their promise, especially with
previously missed commitments and a rise of fiscal and political constraints across the developed
world, including inflation and rising populism. Moreover, the goal does not build on COP28 * In the short term, the Article 6.4 mechanism is expected to operate alongside voluntary carbon
commitments to reduce and transition away from fossil fuels. markets. As confidence grows and policymakers support the acceptance of Article 6 credits in

compliance markets, there may be a shift in demand towards the Article 6.4 mechanism, driven by

Carbon Offsetting and Reduction Scheme for International Aviation (CORSIA) and organizations with

net-zero targets. Investors are expected to participate by investing in projects that generate carbon

credits for trading under PCAM.

*  While the agreement lacked in defining any actionable mechanisms to finance the target, the text did
mention the importance of private capital to close funding gaps, presenting an opportunity for private
capital allocators to explore market-based mechanisms to help support the objectives of the
agreements through various financial instruments and private-public partnerships.

*  While voluntary carbon markets have gained momentum through the Article 6 agreements,
uncertainty will persist until robust standards are implemented to restore market trust and
policymakers create further incentives for international cooperation to support climate finance.

» Additionally, ten large Multilateral Development Banks (MDBs) announced plans to boost climate
finance and introduced a new capital market mechanism to attract private investment. Collectively,
MDBs aim to increase their annual financing for low- and middle-income countries to USD 120 billion,
with a goal to mobilize USD 65 billion from the private sector.

Looking forward to COP30 in Brazil in November 2025, discussions are likely to center around the outcomes of the Global Stocktake and furthering the commitment to transition

away fossil fuels and the Loss & Damage fund. The distinction between climate and nature agendas will continue to blur, especially considering Brazil's role in protecting the
Amazon rainforest.
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https://unfccc.int/documents/644797
https://unfccc.int/process-and-meetings/bodies/constituted-bodies/article-64-supervisory-body
https://unfccc.int/NCQG
https://www.cif.org/news/reflecting-cop29-why-finance-was-center-talks-baku

Marsh McLennan at COP16 & COP29

Rodrigo Suarez, Marsh Climate & Sustainability
Advisory Leader for Latin America (pictured at
COP16) attended COP16 in Cali to represent
Marsh McLennan. In collaboration with the
TNFD, he presented on the crucial role of the
insurance sector in protecting biodiversity and
how to better integrate biodiversity analysis into
risk assessment. He engaged in conversations
around advances in technology and metrics,
particularly around integrating localized datasets
with other data sources across supply chains,
portfolios, and geographies remains a major
challenge.

Rodrigo also noted the importance of discussions around the
interconnectedness of biodiversity and climate change, with the Global South
being particularly vulnerable. Financial institutions and insurance can play a
large role in supporting mitigation efforts and building adaptation solutions.

A summary of Rodrigo’s takeaways can be accessed

@ Mercer 2025 Sustainable Investment Global Update

At COP29, Marsh McLennan specialists participated in sessions on the latest
trends and innovative solutions in climate resilience, empowering attendees
with insights.

Amy Barnes, Marsh (far left) and Cara Williams, Mercer(second from left)
discussed the important role that large corporates play in advancing climate
adaptation during Wednesday November 13th panel session in the Resilience
Hub at COP29.
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Furthermore, Mercer’s " " paper, published ahead of COP29,
highlighted the importance of aligning investments by undertaking attribution
analysis with scope 3 emissions to make real world change.

To read more perspectives from our experts from COP29, please visit our

Climate Hub.



https://www.mercer.com/insights/investments/investing-sustainably/investing-sustainably-transition-today-a-progress-update/
https://www.marshmclennan.com/pages/climate-hub.html
https://www.marsh.com/mx/risks/climate-change-sustainability/insights/the-role-of-insurance-in-biodiversity-conservation.html

The Year Ahead — 2025
Trends

Overview

Despite the challenges faced in 2024, many investors remain committed to sustainability goals. With significant events like COP30 and
ongoing innovations, 2025 holds the potential for practical solutions from both public and private sectors to foster a resilient global
economy. In this section, we discuss issues and themes that will be top of mind for investors to consider:

» Al Revolution: Artificial intelligence is rapidly becoming essential in the energy sector, enhancing the production, consumption, and
distribution of energy, and making complex systems like electricity networks more secure, efficient, and sustainable.

+ Climate Adaptation: Addressing growing physical risks and finding adaptation solutions is critical to achieving a successful transition.
Enhancing risk management of infrastructure and real estate assets, and opportunities in emerging technologies supporting climate
adaptation are both areas for investors to explore further.

+ Climate Finance in Emerging Markets: As the world grapples with the urgent need to address climate change, the spotlight on
climate finance in emerging markets continues to grow. The transition to a low-carbon global economy is not just a necessity; it is an
opportunity for private investment to play a transformative role in driving sustainable development.

* Nature: An exciting investment opportunity which is starting to scale is in what is known as "the circular bioeconomy". This model
focuses on reducing waste, enhancing resource efficiency, and promoting the regeneration of natural systems.

* Social Factors in ESG: Asset owners are increasingly recognizing the importance of social factors in investment strategies,
acknowledging their impact on long-term financial performance. While environmental and governance issues have traditionally
dominated the ESG conversation, there is a growing emphasis on social factors like labor rights, human rights, and diversity.

+ The Trump Effect: In light of President Trump’s return to the White House, it is expected sustainable investing will face policy
headwinds in the US. We discuss areas which will impact investors the most.

As we move into 2025, several factors are at play across politics, societies, and economies. As long-term investors, it is important to
remember that the shift towards a more sustainable economy is a global trend that is broad-reaching, surpassing any one sector or
country. It is expected to continue reshaping the global economy in the coming months and years.




Al revolution — The impact of Al on the energy transition

Trends & Outlook

Artificial intelligence (Al) is rapidly becoming a crucial technology with transformative potential for the energy sector. It is being
used to enhance the production, consumption, and distribution of energy. Making complex systems like electricity networks
more secure, efficient, and sustainable. However, the expansion of Al and the digital economy necessitates large data centers
that consume electricity. Although their current energy use is relatively small globally, it has been increasing rapidly and is
expected to continue growing. For investors, understanding the implications of the Al revolution is crucial for comprehending
the future of energy transition and innovation.

Al's rise is a significant energy trend, requiring substantial electricity, particularly for large data centers that can consume as
much electricity as 100,000 households. In 2022, data centers accounted for about 1% of global electricity demand, excluding
data networks and cryptocurrency mining. In major economies like China, the EU, the UK, and the US, they represent 2-4% of
electricity demand. Data centers are expected to see a sharp rise in electricity consumption, as much as 160% by 2030, due
to major investments by tech companies and Al start-ups. This growth challenges decarbonization goals as greenhouse gas
(GHG) emissions from datacentres continue to rise, with Scope 21 emissions increasing by 48% from 2021 to 2023. The large
energy consumption also creates considerable strain on local grids, especially in areas with concentrated data centers. Due to
such concerns, data center operators are turning to low-emission renewable energy sources, which are often the quickest and
most cost-effective options to meet their energy demands. Large operators like Microsoft and Google are also investing in
clean energy technologies like small modular reactors (SMRs) and long-duration energy storage to secure additional energy
in the long term. This growing demand for energy is also leading to accelerated investments in upgrading and digitalizing
power grid infrastructure which is essential to supplying demand, improving the resilience of power supply, and enabling the
energy transition.

Al is also driving innovation in various sectors. Al deployment in the energy sector can optimize complex systems like
electricity networks and accelerate innovation in energy technologies, such as developing efficient batteries for EVs and
hydrogen production catalysts. For example, Al is being used to discover high-performing materials by analyzing vast data
sets, such as the research conducted in the US which evaluated 32.5 million potential new solid-state electrolytes for lithium-
based batteries, identifying 23 with desirable characteristics. However, large challenges remain for Al technologies to become
fully optimal with data availability being a major hurdle. Current datasets are incomplete and cover only a limited range of
materials and reactions. Further, regulations such as the EU Al Act and data protection laws, as well as UN'’s recently
adopted resolution on regulating Al, could potentially limit the supply of data and increase costs.

‘ : . Atifici ) a e
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1: Scope 2 emissions are indirect emissions derived from purchased energy
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Contributor:
Lovey Sidhu | Montreal
Sustainable Investment Specialist


https://www.goldmansachs.com/insights/articles/AI-poised-to-drive-160-increase-in-power-demand
https://www.theguardian.com/technology/2024/sep/15/data-center-gas-emissions-tech
https://www.spglobal.com/esg/insights/featured/special-editorial/can-ai-become-net-positive-for-net-zero
https://pubs.acs.org/doi/10.1021/jacs.4c03849
https://news.un.org/en/story/2024/03/1147831
https://www.iea.org/topics/artificial-intelligence

Climate adaptation — Growing physical risks & finding adaptation solutions

Trends & Outlook

With Earth’s average temperatures surpassing the Paris Agreement threshold of
1.5°C above pre-industrial levels in 2024, it is clear climate mitigation efforts to
reduce greenhouse gas emissions have not moved at sufficient pace or scale to
limit warming. The world is now in a position of having to adapt to a changing
climate and develop resilience to further changes. It's no longer a case of
mitigation or adaptation, rather both are necessary now. While mitigation efforts
continue, with incidence of climate-related physical events, including extreme
weather events such as wildfires and flooding, increasing in both frequency and
intensity, it is clear the impact of climate-related physical events will become
increasingly important for investors to consider from a risk management and
portfolio resilience perspective. There are also opportunities for investors to
support new emerging technologies related to adaptation and resilience.

Given the nature of their business, insurers have been considering the impacts of
climate-related hazards for longer than most. There is opportunity for investors to
apply learnings and approaches from the insurance industry, including modelling
of climate-related physical risks, particularly for real asset portfolios. We believe
that climate scenario analysis currently used by investors can be enhanced by
taking a more granular and asset level approach to the consideration of physical
risks in portfolios. We are looking at improving how we integrate climate-related
physical risks into both our scenario and portfolio modelling, using geolocation
and asset specific risk modelling, particularly for higher risk areas, to enhance
existing top-down economic scenario analysis. Businesses are also reviewing
how resilient they are to climate change, including considering resilience of
critical infrastructure, supply chain impacts, and impacts on health and wellbeing
of employees. We believe many of the areas identified in the Marsh Adaptation
Framework are relevant to investors.
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Climate adaptation is typically perceived in cost terms, with an estimated two thirds of adaptation financing provided by
the public sector. Innovative approaches to unlocking private sector capital for adaption are emerging, including through
blended finance and insurance-linked instruments®. Opportunities that investors can support as the world adapts to
being more climate resilient include:

Early warning systems (EWS) — technologies designed to detect early signs of
extreme weather or other physical events enabling early/ pre-emptive action to
support disaster risk reduction, such as Al, drone, satellite or remote sensor
technologies designed to detect, for example, early signs of forest fires. Early
warning has been proven to reduce the impact of disasters and save lives.

SYSTEM-LEVEL

Building and infrastructure adaptation — both in terms of construction materials
and building design and use, for example, flood defences and ventilation systems.

Water management — water and climate change are inextricably linked,
opportunities include water saving solutions, flood management to prevent
pollution and rainwater recycling.

Agriculture and food security — particularly vulnerable to climate change,
transformative agriculture considerations include shifting geographic locations of
particular crops and livestock, more resilient crop varieties and irrigation systems.

Ecosystem conservation and restoration — natural flood defences, such as

coastal mangroves. Source: Marsh Adaptation Framework

As expected, many of these opportunities are interconnected with our other areas of
research focus, including EM transition, fair transition, health and vulnerability of
people to climate-related hazards, nature, the future of food and use cases for Al. As
highlighted in our Transition Today approach, investors, alongside governments,
policy makers and business, will increasingly need to consider Adaptation and
Resilience as a core element of their transition strategy.

Contributor:
Kate Brett | Edinburgh
Sustainable Investment Intellectual Capital Leader

1. UNEP Adaptation Gap Report 2024: Come hell and high water




Spotlight on climate finance in emerging markets

Trends & Outlook

As the world grapples with the urgent need to address climate change, the spotlight on climate finance
in emerging markets continues to grow. The transition to a low-carbon global economy is not just a
necessity; it is an opportunity for private investment to play a transformative role in driving sustainable
development. This page explores the current landscape of climate finance, the challenges faced, and
the potential for private capital to catalyze meaningful change in emerging markets.

The Need for Climate Finance

Mercer’s "Transition Today" paper, published ahead of COP28, highlighted the importance of a fair
carbon budget in realising a sustainable transition. This concept involves equitably allocating the
global carbon budget taking into account regional and sectoral considerations. This mindset is
foundational to identifying the required finance flows to facilitate a real-world transition aligned with the
goals of the Paris Agreement. Article 2 of the Paris Agreement explicitly calls for making finance flows
consistent with pathways toward low greenhouse gas emissions and climate-resilient development.
However, the reality is stark. Climate finance flows have not been sufficient in either volume or
alignment to date. Developed nations, for instance, were two years late in meeting their $100 billion
p.a. commitment established at COP16 in Cancun. In 2022, of the estimated $115.9 billion in climate
finance mobilized, $21.9 billion came from private finance. This highlights a significant gap in public
and private investment that must be addressed to meet global climate targets and avoid the climate
impacts that are expected to have indiscriminate negative impacts on portfolio returns.

The Role of Private Investment

The recent COP29 summit, dubbed the "climate finance COP," underscored the urgent need for a
New Collective Quantified Goal (NCQG) on climate finance to replace the previous $100 billion p.a.
commitment to 2025. The Independent High-Level Expert Group (IHLEG) on Climate Finance reported
that developing countries, excluding China, would require $1 trillion p.a. in external climate finance by
2030, escalating to $1.3 trillion by 2035. Crucially, they found that half of this funding must come from
the private sector (with bilateral or multilateral public finance providing the other half). Heading into
COP29, the G77 group of over 130 nations called for developed countries to commit $500 billion in
bilateral and multilateral public finance by 2030 to galvanize private investment. The final COP29 text
set a goal of at least $300 billion p.a. by 2035 for climate action in developing countries, emphasizing
that this funding should come from a diverse array of sources, both public and private.

Bridging the Investment Gap

The COP29 outcome did acknowledge the full scale of developing countries’ needs but provided few
details on how to achieve it. The newly announced "Baku to Belém Roadmap to $1.3 trillion" initiative
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aims to provide a framework for addressing these challenges, with a report expected at COP30 in
Belém, Brazil. This roadmap will be crucial for guiding the private investment community in aligning
their strategies with the climate finance needs of emerging markets. Climate finance in Emerging
Markets has been, and remains, a key topic of interest for Mercer, seeking to characterise current
supply and demand dynamics and barriers to greater institutional investment. Analysis carried out by
Mercer over 2024 builds the strategic case for private market allocations in emerging markets. Our
analysis demonstrates that such allocations can offer significant diversification benefits, even before
considering the ESG and impact co-benefits. This is particularly relevant for unconstrained investors
seeking to enhance their portfolios while contributing to sustainable development. On the supply side,
Mercer is proud to have recently partnered with British International Investment (BII), the UK’s
Development Finance Institution and impact investor. Mercer, in partnership with Bll, is actively
identifying asset manager proposals that leverage £50 million of concessional capital from a
Mobilisation Facility set up within BIl. This initiative aims to bridge the gap between the risk appetite
and return thresholds of private investors, who often favour more developed markets.

The path to achieving climate finance goals in emerging markets remains a challenge, but it also
presents a unique opportunity for private investors to generate a diversified set of returns alongside
impact. We anticipate increased collaboration between the public and private sectors over 2025 to
realise the commitments made at COP29 and in the run up to COP30.

Mobilising the necessary financing for EMDCs other than China
($ billion per yea mnent f i )

ent from current in parentheses

Dor,:’::i“ci;n:i:.lnmo _[ Public finance é:ﬁfx,
& Privote finance® | Sretad 5. Contributor:
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15850y Bilateral finance (640-50)
South-South $30-50

cooperation (§10-30)
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Notes: *Includes household savings. **A significant proportion of this private finance would be directly and indirectly catalysed by MDBs,
other development finance institutions and bilateral finance. ***Includes multilateral climate funds 20

Source: Independent High-Level Expert Group on Climate Finance report, 2024



https://www.mercer.com/insights/investments/portfolio-strategies/scaling-up-climate-finance-in-emerging-economies/
https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2024/11/Raising-ambition-and-accelerating-delivery-of-climate-finance_Executive-summary.pdf

Nature — What is the circular bioeconomy?

Trends & Outlook

An exciting investment opportunity which is starting to scale is "the circular bioeconomy". This represents a transformative approach to
economic development that emphasizes sustainability by using regenerative natural inputs and waste products to create value. This
model focuses on reducing waste, enhancing resource efficiency, and promoting the regeneration of natural systems. Investment
opportunities are often within the venture capital space focusing on growth-stage companies bringing natural products to market that
can have a transformative impact across multiple sectors including industrials, chemicals, pharmaceuticals, fashion, agriculture,
forestry, waste management, and renewable energy.

Circular bioeconomy growth opportunity
1. Growing Demand for Sustainable Solutions: As consumers and businesses increasingly prioritize sustainability, there is a rising
demand for products and services that minimize environmental impact, and often these products command a price premium leading
to enhanced profits to innovators in this space. Bio-based products are expected to experience significant growth, estimated to
reach approximately USD 7.7 trillion by 2030. As shown in the figure, this growth is particularly notable in non-food sectors such as
products and energy, with an anticipated annual growth rate of 3.3% from 2018 to 2030, culminating in USD 5.5 trillion by 2030. The
increased use of biomaterials in industries like pharmaceuticals, textiles, building materials, and packaging is driving this expansion.

2. Regulatory tailwinds: Governments and standards setters worldwide are implementing policies and incentives to promote
sustainable practices and reduce carbon emissions. These include the mandatory reporting of scope 3 emissions under IFRS ISSB +18%C40R
(a global sustainable accounting standard) as well as the EU Taxonomy that encourages financing towards circular and renewable
production processes. This regulatory environment can enhance the profitability of circular bioeconomy investments.

3. Resource Efficiency: By focusing on waste reduction and resource recovery, businesses in the circular bioeconomy can lower LIRS
operational costs and improve margins. Efficient use of resources can lead to higher profitability and resilience against market
fluctuations.

4. Innovation and Technology: The circular bioeconomy encourages innovation in processes and products, leading to repurposing of
production processes and value chains towards adopting renewable, regenerative and often more cost-efficient approaches. These
bioeconomy innovations are becoming increasingly cost competitive with non-regenerative process and as their costs continue to
fall will start to replace non renewable inputs across multiple sectors.

5. Long-term Viability: As the global economy shifts towards sustainability, investments in the circular bioeconomy are likely to be
more resilient in the long term. Companies that adopt circular practices are better positioned to adapt to changing market conditions
and consumer preferences.

Overall, the circular bioeconomy may present investors with a compelling investment opportunity that aligns financial returns with

positive environmental and social impacts, making it an attractive option for forward-thinking investors.

Contributor:
Andrew Lilley | Zurich
Sustainable Investment Leader, Europe
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https://www.wbcsd.org/wp-content/uploads/2023/10/The-circular-bioeconomy-A-business-opportunity-contributing-to-a-sustainable-world.pdf

The ‘S’ of ESG - Continued focus on social factors

Trends & Outlook

Asset owners are increasingly recognizing the importance of social factors like labor rights, human rights and social risks to
supply chains in investment strategies, acknowledging their impact on long-term financial performance. While environmental
and governance issues have traditionally dominated the ESG conversation, there is a growing emphasis on social factors
including privacy and data, health and access to skilled workforces in a changing industries. The investment community is also
increasingly recognizing Indigenous perspectives and rights, driven by stakeholder pressure, regulatory developments, and a
desire to align investments with social responsibility and ethical values.

» The Committee on Workers’ Capital, a global network of over 700 labor activists and asset owner board members, launched
a statement in 2024 outlining the priorities for workers' capital, focusing on asset manager accountability, private market
investments, and the stewardship of labor rights, setting the stage for a framework for their asset owner members,
representing unions and workers’ capital.

+ Encampments at universities globally became increasingly prevalent in 2024 as students and faculty advocated for action on
human rights and challenged the role of investment in global conflict.

» In Canada, the prominence of Indigenous perspectives in sustainability standards reflects a growing recognition of the
importance of integrating Indigenous knowledge and rights into responsible and sustainable investment approaches.

As asset owners pay more attention to social factors, they are beginning to incorporate these considerations into their
investment governance, processes for due diligence, monitoring and manager engagement, and investment decision-making
frameworks. This trend is evident in the increasing number of asset owners who are evolving their sustainable and responsible
investment policies to intentionally address specific social factors or adopting measurement frameworks and guidelines that
emphasize social impact, such as the Sustainable Development Goals (SDGs). By focusing on social factors, asset owners aim
to mitigate risks associated with reputational damage but also risks to asset values that can arise from neglecting human rights
and social issues, such as impacts in supply chains, talent acquisition, workforce retention, and the health and wellness of
employees, customers, and communities. Furthermore, some asset owners recognize that companies with strong social
practices often exhibit better employee satisfaction, customer loyalty, and community relations, which can ultimately lead to
enhanced financial performance. Leading sustainable and responsible investors recognize the intersection of social factors
noted above with environmental and governance issues such as climate change and corporate governance.

The landscape continues to be complex, and in many cases, the expectations placed upon institutional investors to achieve
both their financial objectives and as well as address social factors remain high.
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Performance of highest- vs. lowest-rated MSCI ESG Rating social-
pillar quintiles by region, equally weighted
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Source: MSCI, Sustainability and Climate Trends to Watch for 2025

Analysis by MSCI found that companies with the highest scores on the overall social
assessment in MSCI ESG Ratings outperformed their lowest-scoring peers across
major regions over the past 11 years. This trend was consistent in North America, Asia
Pacific, and Europe, when adjusted for size and sector. Although not all regions
experienced this positive performance trend in every time period, the gap between the
best and worst performers was evident globally over the past 11 years.

Contributor:
Bonnie Foley-Wong | Toronto
Sustainable Investment Leader for Canada
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US politics — What another Trump term could mean for sustainable finance

Trends & Outlook

With President Trump's return to the White House, it is anticipated that sustainable investing in the US » The Paris Agreement: Similar to his first term, President Trump has signed an executive order to
will encounter policy challenges, similar to those during President Trump's first term when over 100 withdraw from the Paris Agreement, which will take a year to implement. The US withdrawal could
environmental regulations were rolled back, including those related to ERISA plans and proxy voting. impact international climate negotiations and postpone collective actions to combat climate change,
This could impact investment flows in sustainability funds and increase uncertainty for sustainable impacting commitments to limit adverse impacts of climate change especially in emerging markets
investing as a whole. The following areas will be top of mind for the sustainable finance industry as the which rely on funding from developed markets like the US. This may hinder progress towards the
administration takes control of the oval office: Paris Agreement's goal of limiting the average temperature rise to 2°C, and it is estimated by

Carbon Brief that another Trump term could potentially result in an additional 4 billion tonnes of
CO2e emissions by 2030 relative to a continued Biden administration.

* The IRA: The 2022 Inflation Reduction Act (IRA) is the largest climate change legislation in U.S.
history, allocating nearly $370 billion for initiatives like tax credits for efficient appliances, new

battery plants, and renewable energy subsidies. It has spurred a boom in construction and The recent Palisades and Eaton wildfires and Hurricane Helene and Milton are raising awareness of
manufacturing, particularly for solar panels, and created hundreds of thousands of new jobs. As of the need for increased climate change resilience, as climate change and related risks are increasingly
2024, more than three quarters of announced clean energy investments are in Republican districts. influencing the frequency and severity of natural catastrophe perils and losses. Munich Re

While President Trump has signed an executive order to pause funding for some IRA programs, estimates that global economic losses from natural catastrophes in 2024 reached $320 billion, with
the IRA is well entrenched in the US economy (with over $200 billion in investments underway) and insured losses at $140 billion, leaving a protection gap of 56%. Both the economic and insured losses
Congress controls the spending as well as any changes to rollback the IRA would require passing significantly exceeded the inflation-adjusted averages of the past 10 and 30 years, with the United

of another act by Congress. This may present challenges when repealing some of the IRA funds States accounting for the largest proportion of global losses in 2024.

el (BRI S e Mol Wt MeselIeEs [EmevEe oM prejeets elltenely melerey in el s, Globally, with China continuing to rapidly invest in green infrastructure and electric vehicles, along with

* Anti-ESG litigation The rise in anti-ESG legislation can be partly attributed to a response to the supportive sustainability policies in most developed markets and increasingly in emerging markets, we
2022 U.S. Department of Labor’s (DolL) rule allowing ESG factors in private retirement plans and anticipate that the certain markets will continue to see the economic impacts of sustainability shifts to
rise in divestment from fossil fuels. As shown in the chart below, by mid-2024, there has been a a low-carbon economy and the potential implications of an increased focus on climate resilience. This
notable decrease in ESG-related legislative activity, with only half the number of bills proposed and is evidenced by record global investments in energy transition and advancements in electrification,

a quarter enacted compared to 2023. A significant increase in 'anti-ESG' litigation at the state level water infrastructure, and grid technology.

is not expected, as many supportive ESG policies have already faced courtroom challenges
regarding their enforceability. However, ESG may now receive more national attention in the US

ESG-related legislative activity

Congress and the White House, especially with the appeal on the DoL’s ESG rule still pending in 2002 1 B Signed
the Northern District of Texas. The outcome of the case could play a critical role in predicting future
litigation in this space. The President may also choose to revoke the Rule at the federal-level. _ W Failed to Pass
35 102 25
* The change in SEC leadership: A Trump-appointed SEC leadership is expected to have 20238 W Pending Contributor:
implications for sustainability- related rules, for instance influencing whether the SEC’s Climate 2024 Lovey Sidhu | Montreal
Disclosure rule is implemented and overhaul the rules around ESG shareholder proposals to Sustainable Investment Specialist
restrict the types of ESG-related resolutions put forward by shareholders. Further, the finalization 0 50 ) 150 200
and future adoption of SEC’s draft ESG fund labeling rules to prevent greenwashing remains }
unclear under the new administration. source- Ropes SGray
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https://www.bloomberg.com/news/articles/2025-01-13/la-wildfires-insurance-cost-estimates-spike-to-30-billion
https://www.munichre.com/en/company/media-relations/media-information-and-corporate-news/media-information/2025/natural-disaster-figures-2024.html
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https://assets.bbhub.io/professional/sites/24/Clean-Energy-Ministerial-Factbook-2024.pdf
https://www.ropesgray.com/en/insights/alerts/2024/06/the-state-of-state-esg-activity-as-an-election-looms-a-mid-year-review
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Find more ESG insights from Mercer
on

Consultants should pinpoint key ESG topics for their clients and consistently share sustainability-related research
from Strategic Research. This approach can facilitate discussions, showcase Mercer's expertise and capabilities,
and strengthen client relationships through better understanding of their needs.
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Mercer’s Investment Philosophy
Updated over 2024

Client objectives: Investment success hinges on clearly defined investment goals. An investor’s true risk lies in not
being able to meet their primary objective. Aligning governance processes is essential for driving investment
performance

Strong governance: Robust and high-quality governance processes are fundamental to achieving successful
investment outcomes. Strong governance becomes even more essential during periods of stress. Establishing clear
accountability for results promotes disciplined decision-making and risk-taking. Effective stewardship plays a crucial
role in improving investment outcomes.

Rewarded risk: Asset allocation is the most important factor influencing risk and return outcomes. While risk and
return are related, the relationship can vary over time. Understanding how risks interact is critical to making informed
investment choices. Investors should focus on the risks that matter most to their specific circumstances. Integrating
financially material sustainability, transition and socio-economic risks into investment decision-making can
potentially enhance portfolio resilience.

Maximize value: Strategic asset allocation serves as the primary driver of value creation. Active management can be
employed when the expected return benefits justify the associated risks and fees. For long-term investors, private
markets can offer certain advantages over public markets. Dynamic asset allocation can add value to investment
strategies. Investing to solve long-term systemic issues may provide opportunities to improve risk-adjusted
returns.

Further details on the Philosophy can be found here.
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Transition Today — A progress update

Research Paper Summary

Mitigation
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TRANSITION
TODAY:
A PROGRESS
UPDATE

Building on the 2023 Transition Today paper, Mercer launched an update to the research ahead of
COP29. In this paper, we explore three investor-led approaches to portfolio transition and assess how
institutional investors are approaching climate policy and investing for a net-zero economy:

1. Decarbonization of investments: we examine how investors might go beyond simple portfolio
emissions reduction targets to evaluate emissions changes through attribution analysis, as well as
the importance of including scope 3 emissions within strategic decision-making to align portfolios
with real world transition objectives by incorporating broader, systemic risks.

2. Climate transition alignment: we provide examples of stock level and portfolio-wide approaches to
alignment and how investors can build resilient allocations using tools such as Analytics on Climate
Transition (ACT).

3. Climate solutions investment: we look at common approaches to setting objectives in support of
climate transition, directing investment to funds that may benefit as economies transition to more
sustainable means of production.

In this two-part paper, we initially assess the market environment for climate transition investing before
exploring the various approaches that investors are taking in their climate strategies. Overall, we find
that asset owners globally remain committed to pursuing the ultimate and unifying objective of halting
and reversing global temperature increases.
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Swing state — Investment themes and opportunities in 2025 and beyond

Summary

The global economy has faced significant shocks, including the Covid-19
pandemic, conflicts in Ukraine and the Middle East, inflation, and the rapid 5 Mercer

adoption of generative Al. These events have challenged traditional portfolio

strategies, particularly diversification.

Our annual “Themes and Opportunities’ report titled "Swing State," highlights SW|ng
several dynamic factors affecting the investment landscape:
state

Interest rates are decreasing as
inflation is controlled.

Themes and opportunities 2025

Market concentration is at a high.

Government debt in developed
economies is strained, with
potential increases under a new
U.S. administration.

Emissions are rising despite
cleaner technologies due to
increased energy demand.

The report categorizes key themes and opportunities for the next five years
and beyond into:

* Regime Changes: Enduring shifts in conditions.
» Super-cycles: Positions in economic and socioeconomic cycles. ‘

* Megatrends: Long-term transitions reshaping the world.

welcome to brighter

Please click the image on the right to view the full report.
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Awards

Environmental Finance

Fourth time in a row, Mercer’s Sustainable Investment team
won the ‘Investment consultant of the year’, awarded by
Environmental Finance. The Sl team also won an award for
global thought leadership for it's COP28 Transition Today
paper.

We are thrilled to receive these awards and to be
acknowledged for our ongoing leadership in sustainable
investment. We continue to innovate, influence, and
integrate our sustainable investment expertise throughout
our broader business to enhance outcomes for our clients
worldwide.

2024 Winn

1p
le Investment consultant
of the year

(5
investing, Global

@ Mercer 2025 Sustainable Investment Global Update

In 2024, the Global Impact Strategy was awarded the Fund
of the year by Environmental Finance second time in a row.

It is a global fund covering a broad spectrum of private
market asset classes. The fund positively contributed to
environmental and social outcomes.

IMPACT

ards 2024

Fund of the year
— multi-asset/other
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Mercer Manager Research

Sustainability Trends

Performance of Sustainability Equity Funds

Performance of sustainable equities was mixed in 2024. The top performing sustainability funds
were those exposed to companies committed to technology solutions. 2024 showed another strong
year for communication services and info tech, particularly companies exposed to artificial
intelligence (Al) which continued to boom as a theme. Sustainability funds with value exposure, or
solutions companies typically in underperforming sectors such as Materials and Industrials, as we
see for many environmental funds, are expected to underperform.

Clean Energy companies struggled to perform for another year as seen by the Global Alternative
Energy index (-32%) and the S&P Global Clean Energy index (-26%). Strategies with exposure to
the water theme will also have underperformed as the MSCI Global Sustainable Water (-11%) and
S&P Global Water (-9%) also lagged the MSCI ACWI index (+18%) for 2024. The performance of
broad environment indices such as the FTSE Environment Opportunities All Share Index only
slightly lagged the broad market posting +17%. This somewhat highlights that while investing in
niche themes like clean energy and water were out of favour, allocation to the broader environment
and climate themes were more successful in 2024,

Broad sustainability index performance was mixed, either in line (i.e. FTSE4Good Global (+18%))
or lagging (Dow Jones Sustainability World (+12%)) the broad market. Strategies targeting
sustainability or impact themes typically have less sector concentration and allocate across sectors
and themes. That being said, some overweight allocation to certain sectors will have impacted
performance. The health care sector underperformed significantly, leading to the underperformance
of some sustainable and impact strategies. However, those with overweight allocations to info tech
and financial were able to mitigate some underperformance.

We observe that the low carbon / ex-fossil fuel versions of the MSCI ACWI index outperformed the
broad benchmark, as did various climate change indexes. Due to the optimization approach, these
indices tend to display overweight allocation to low carbon emitting sectors or sectors containing
more companies committed to decarbonization (info tech, consumer discretionary, and
communication services) which outperformed in 2024.
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Broadening the opportunity set

In 2023, we published a paper, providing an expanded definition of
transition (Transition today — Portfolio decisions and actions). We are
seeing investors beginning to spend more time considering broader risks
such as physical damages, resilience, and adaptation finance. There also
continues to be momentum around nature and biodiversity, as such, the
lens around environmental issues continues to broaden. These
interrelated risks are leading investors to take a broader and more
holistic approach to transition that focuses on objectives beyond just
carbon reduction targets (which is where most of the efforts have been to
date) to consider mitigation and adaptation solutions that address
physical risks. These investors are also recognizing not only that natural
capital is critical to address climate change, but also that opportunities
around the circular economy can be an important solution to many of
these challenges and are seeking to integrate these concepts into
investment decisions.

There are ideas in the listed space that capture elements of mitigation,
adaptation, transition and biodiversity in a diversified environmental
strategy. Within listed equities, there is a broader range of sustainability
strategies to meet portfolio construction needs across diversified styles
and sector allocation. An increasing opportunity set of investment
solution with value style tilts are emerging as asset owners look for
balanced style exposures within equities.

In private markets and real assets there are emerging opportunities
where investors are looking beyond the traditional investments, that
focus on these broader expanded transition themes. From energy
storage, charging infrastructure, and grid modernization to ideas in
natural capital and biodiversity with new product launches taking place.

Performance figures are for the 2024 calendar year ending 31 December 2024

Regulation and
policy impact

In the year 2024, the market saw
more scrutiny towards sustainable
investing directed towards asset
managers. We saw managers
withdrawing from the Climate
Action 100+ (CA100+) initiative
for example — many due to an
obligation not to engage in
activism in accordance with the
US as well as being subject to
anti-trust and competitive laws.

Regulation for anti-greenwashing,
has led to some managers
changing their sustainable
strategy name, particularly in light
of new UK SDR regulation
announced in 2024 but also for
EU SFDR implemented. Some
managers have attributed strategy
name change to support their
products being viewed in
competition with mainstream
equity funds.
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Regional Index Performance MSCI ACWI Sectors Specialist Sustainability Indices
3 years 1 year 3 years 5years

FTSE4Good Global (FTSE4Good

Benchmark

MSCI ACWI 18.0% 5.9% 10.6% . 17.9% 7.1% 11.8%
gzgleﬁ\gr:/;/rl)./Consumer 20.7% 23% 9.9% Developed)
MSCI World 19.2% 6.9% 11.7% Dow Jones Sustainability World 11.9% 5.2% 10.2%
MSCI ACWI ESG Leaders 17.4% 5.3% 10.5%
MSCI Emerging Markets 8.1% -1.5% 2.1% MSCI ACWI: Consumer 47% 0.5% 4.3% MSCI Global Sustainable Water 1.5% 2.6% 11.2%
Staples ' ' '
P S&P Global Water 5.5% -1.4% 8.1%
MSCI EAFE 4.3% 2.2% 5.2% )
MSCI Global Alternative Energy -32.3% -22.0% -4.0%
MSCI North America 24.5% 8.4% 14.3% o . 31.9% 5.6% 10.1% S&P Global Clean Energy -25.5% -17.3% 1.0%
Communication Services
MSCI Global Energy Efficiency 8.5% -9.0% 23.9%

MSCI ACWI Factors MSCI ACWI: Energy 2.9% 13.6% 7.8% FTSEET100 14.7% 0.7% 17.6%
FTSE Environmental Opportunities All
B h K 1 year RRCES 5years Share Index 16.8% 4.2% 13.8%
enchmar (%) (% p.a.) p.a) MSCI ACWI: Financials 25.1% 9.7% 9.9%
FTSE ET50 13.3% -0.3% 15.8%

MSCI ACWI Small Cap 8.2% 1.2% 7.2% MSCI ACWI: Health Care 1.5% 01% 6.3% MSCI ACWI LOW CARBON LEADERS 18.4% 5.9% 10.6%
0, 0, 0,
MSCI ACWI Value 11.6% 5 4% 7 2% MSCI ACWI Low Carbon Target 19.7% 6.1% 10.7%
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& Mercer

References to Mercer shall be construed to include Mercer (US) LLC and/or its associated companies.
© 2025 Mercer (US) LLC. All rights reserved.
This material is intended for Institutional investors only and does not constitute investment, legal, tax advice or advice of any nature.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole or in part, to any other person or entity without Mercer’s prior
written permission. Mercer does not provide tax or legal advice. You should contact your tax advisor, accountant and/or attorney before making any decisions with tax or legal implications.

This does not constitute an offer to purchase or sell any securities. The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not intended to convey any guarantees as to the future performance of
the investment products, asset classes or capital markets discussed.

Past performance does not guarantee future results. Mercer’s ratings do not constitute individualized investment advice. The value of investments can go down as well as up, and you may not get back the amount you have invested. Investments denominated in a foreign currency will
fluctuate with the value of the currency. Certain investments, such as securities issued by small capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry additional risks that should be considered before choosing an investment
manager or making an investment decision.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see mercer.com/footer/conflicts-of-interest-mercer-investments.

This does not contain investment advice relating to your particular circumstances. No investment decision should be made based on this information without first obtaining appropriate professional advice and considering your circumstances. Mercer provides recommendations based on
the particular client's circumstances, investment objectives and needs. As such, investment results will vary and actual results may differ materially.

Information contained herein may have been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to verify it independently. As such, Mercer makes no representations or warranties as to the accuracy of the information
presented and takes no responsibility or liability (including for indirect, consequential, or incidental damages) for any error, omission or inaccuracy in the data supplied by any third party.

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.

Mercer universes: Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen timeframe. Mercer does not assert that the peer groups are wholly representative of and applicable to all strategies available
to investors. Not all services mentioned are available in all jurisdictions. Please contact your Mercer representative for more information.

Investment management and advisory services for U.S. clients are provided by Mercer Investments LLC (Mercer Investments). Mercer Investments LLC is registered to do business as “Mercer Investment Advisers LLC” in the following states: Arizona, California, Florida, lllinois,
Kentucky, New Jersey, North Carolina, Oklahoma, Pennsylvania, Texas, and West Virginia; as “Mercer Investments LLC (Delaware)” in Georgia; as “Mercer Investments LLC of Delaware” in Louisiana; and “Mercer Investments LLC, a limited liability company of Delaware” in Oregon.
Mercer Investments LLC is a federally registered investment adviser under the Investment Advisers Act of 1940, as amended. Registration as an investment adviser does not imply a certain level of skill or training. The oral and written communications of an adviser provide you with
information about which you determine to hire or retain an adviser. Mercer Investments’ Form ADV Part 2A & 2B can be obtained by written request directed to: Compliance Department, Mercer Investments 99 High Street, Boston, MA 02110.

Certain regulated services in Europe are provided by Mercer Global Investments Europe Limited and Mercer Limited.

Mercer Global Investments Europe Limited is regulated by the Central Bank of Ireland under the European Union (Markets in Financial Instruments) Regulation 2017, as an investment firm. Registered office: Charlotte House, Charlemont Street, Dublin 2, Ireland. Registered in Ireland
No. 416688. Mercer Limited is authorized and regulated by the Financial Conduct Authority. Registered in England and Wales No. 984275. Registered Office: 1 Tower Place West, Tower Place, London EC3R 5BU.

Investment management services for Canadian investors are provided by Mercer Global Investments Canada Limited. Investment consulting services for Canadian investors are provided by Mercer (Canada) Limited.

Investment advisory services for Brazil clients are provided by Mercer Human do Brasil (Mercer Brazil), a company regulated by the Brazilian Securities and Exchange Commission to provide Financial Advisory services. This does not constitute an offer or a solicitation of an offer to buy
or sell securities, commodities and/or any other financial instruments or products or constitute a solicitation on behalf of any of the investment managers, or their affiliates. For the avoidance of doubt, this is not formal investment advice to allow any party to transact. Additional advice
will be required in advance of entering into any contract. The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not intended to convey any guarantees as to the future performance of the
investment products, asset classes or capital markets discussed. Past performance does not guarantee future results. The services mentioned in this document refer to global investment services and some of them may not be provided locally by Mercer Brazil; please contact our local
team for information. The services mentioned in this document refer to global investment services and some of them may not be provided locally by Mercer Mexico; please contact our local team for information.

© 2025 Mercer LLC. All Rights Reserved.

A business of Marsh McLennan Copyright © 2025 Mercer Limited. All rights reserved.
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