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In general, we should not expect too much from COP meetings

COP26 is due to open this Sunday 31 October in Glasgow and will run until Friday 12
November. Postponed by a year because of the pandemic, it is presented as the most
important since COP21 in 2015. In Paris, the states had undertaken to reduce global
greenhouse emissions by 45% in 2030 compared to 2010, and then achieve net carbon zero
in 2050, in the hope of limiting climate warming “well below” 2°C by the century's end.
Moreover, they had pledged to raise their emissions reduction targets after five years.

In addition, the COP meeting in Glasgow is likely to focus global media attention, after three
consecutive summers in which natural catastrophes in Australia, the US, Canada, Germany
and Russia have increased worldwide awareness of the climate emergency.

To this end, the states have sought to demonstrate their willingness, with the European
parliament voting as early as 2019 to strengthen its target out to 2030 (-55% in 2030 vs 1990).
China, which accounts for 28% of global emissions, announced in September 2020 its aim of
reaching its emissions peak in 2030 and becoming carbon neutral in 2060. Joe Biden had the
US rejoin the Paris Accord, from which his predecessor had withdrawn the country. In the last
few weeks, we have seen more announcements from various countries with very high
emissions (UAE, Turkey, Saudi Arabia, Russia, Australia) looking to be net carbon zero by
2050 or 2060.

However, these statements of good intent have very little credibility without a legally binding
time frame or a precise game plan for exiting fossil fuels. At the same time, it is unrealistic to
expect such decisions from this COP meeting. This stems in part from the very structure under
which these summits operate: in practice, when the heads of state arrive in Glasgow, a certain
number of points will have been largely discussed in advance, and their role will consist in
negotiating the trickiest points of the final press release down to the last word. Jean-Marc
Jancovici, chair of the Carbone 4 consultancy firm and the Shift Project, sums it up as follows:
“A COP meeting is like a general meeting of 198 co-owners, where each country-owner has a
vote, whether it owns a broom cupboard or a two-floor apartment on the top floor, and where
they have to unanimously agree on a plan to renovate the building from top to bottom, without
a manager, draft resolutions, and where the costs will be covered by each in relation to the
surface area”.

None of the 25 previous COP meetings that have taken place since 1995 has resulted in an
overall reduction in greenhouse gas emissions, the latter having reached a historical peak in
2019. According to the UNDP, since the start of 2020, € 300bn has been invested worldwide
in new fossil fuel capacity, an amount in excess of the investment in renewable energies.
According to the IEA’s last World Economic Outlook, with policies as they stand at present,
global heating is likely to exceed 2.5°C in 2100 and be in excess of 2°C taking account of the
current commitments. We are therefore some way off being in line with the Paris Agreement.
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Methane, CO, pricing, climate financing: possible progress

In contrast to a European regulatory framework like the taxonomy, COP meetings have no
immediate and tangible impacts on major listed groups. However, a certain number of issues
on the agenda could impact on business sectors with very high emissions:

e 1. Coal (26% of global GHG emissions): in the report Net Zero by 2050 commissioned by
the British presidency of the COP from the IEA, the latter advocates in its Net Zero Emission
(NZE) scenario, which is consistent with a global warming of +1.5°C, that all authorisations
for planned coal-fired power plants (not including a carbon capture mechanism) be
discontinued from 2021. Such a recommendation does not concern listed energy groups
in Europe, which are already under pressure to accelerate the closure or disposal of their
assets. In reality, it is aimed at companies in the main producer countries: China, India,
Australia, Indonesia or Russia. However, while China undertook in September 2021 to stop
financing coal-fired power plants abroad, there are currently 368 plants under construction
in the country, and the government decided early in October to extract an additional 100 Mt
to address ongoing power shortages. Xi Jinping is not even expected to be in Glasgow. The
BBC also revealed leaked documents between diplomats indicating that Australia expects
to firmly oppose any moves concerning coal.

e 2. 0il and gas (respectively 21% and 12% of global GHG emissions, excluding methane):
the IEA recommended in the NZE scenario that all new oil or gas projects cease to be
authorised from 2022. The oil and gas majors are clearly firmly opposed to this, highlighting
that demand remains very strong, and that alternative technologies are not mature, in
contrast to coal. Saudi Arabia, China, Australia and Japan argue more in favour of
developing carbon capture and storage technologies, which are also promoted by the IEA.
But pressure continues to build on the players, particularly in Europe. On 4 November, the
NGO Urgewald is due to publish a Global Oil and Gas Exit List of 900 companies: The AMF
and the ACPR already plan to use this to engage in dialogue with the companies involved.

e 3. Methane (22% of global GHG emissions): progress is possible to reduce the impact from
this greenhouse gas with a global warming potential 28 times that of CO2. Indeed, a coalition
of 34 countries led by the US and the EU committed in October 2021 to cut methane
emissions by 30% in 2030 vs 2020, which would, in their view, have an impact on climate
warming of 0.2°C. They could seek to bring on board four of the five highest-emitting
countries (China, Russia, India, Brazil) yet to make this commitment, as the technologies to
cut the emissions given off in flaring are controlled by gas and oil companies. Moreover,
according to the BBC, Argentina and Brazil, two agricultural giants, are lobbying for lower
meat consumption and promotion of vegetarian diets not to be mentioned at the COP as a
means of reducing emissions. Indeed, livestock farming is responsible for 27% of global
methane emissions, just ahead of the oil sector at 24%. According to the IPCC, the agri-
food industry in the broadest sense (agriculture, forestry, other land use, and industrial
food processing) account for 21% to 37% of global GHG emissions.

e 4. CO2 pricing: Under the Paris Rulebook, adopted at COP24 in Katowice in 2018, an
international carbon market is to be set up. To date, according to the World Bank, 22% of
emissions are covered by a carbon price, which stands at $ 3/t on average. Moreover, price
disparities are such that Europe is to put in place a carbon border adjustment mechanism
(CBAM) from 2035 to project against leaks. We think it is highly unlikely that COP26 will
result in an agreement to introduce a global CO2 price, although a certain number of
industries are officially promoting such a price (cement, steel, energy). That said, there
could be some progress on technical aspects, such as the reform of the carbon credits from
the Kyoto protocol (CER) or the regulation of voluntary emission reductions mechanisms
(VER). Some of the sectors relying on carbon offsetting to decarbonise, such as air
transport (CORSIA mechanism), could be affected.

e 5. Climate financing: At the COP15 in Copenhagen (2009), the parties undertook to
mobilise € 100bn p.a. until 2020 to finance climate action, particularly for the poorest
countries. But, in 2020, only € 80bn had been mobilised. Importantly, these amounts now
look to be largely inadequate: according to the OECD, $ 6.9tn p.a. by 2030 will be needed
to decarbonise the economy. Getting private financial players on board is therefore key.
The EU has chosen this route, with its taxonomy aimed at gearing € 180bn towards activities
defined as sustainable. As things stand, barely 0.5% of assets under management are in
line with the goal of the Paris Accord, and over 60% are aligned to an increase of over
2.75°C, according to a CDP report on 16,500 funds. The COP meeting could see the
announcement of new private initiatives: Mark Carney, the former governor of the Bank of
England who put forward the concept of the cost of climate inaction, is Boris Johnson's
special advisor for this COP.

1 BBC.com : COP26: Document leak reveals nations lobbying to change key climate report
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An increasing number of announcements from the sectors concerned

In the last few weeks, we have seen an increase in announcements from carbon-intensive
sectors. The professional air transport (IATA) and concrete and cement (GCCA) associations
announced their goal of carbon neutrality in 2050, setting out somewhat realistic roadmaps (see
here and here): The banking industry, for which the scope 3 emissions are
700 times higher on average than their direct emissions, is also taking steps. French Banking
Federation announced that as of 2022, the six largest French banks? would no longer finance
companies for which the share of unconventional hydrocarbon in exploration and production
exceeds 30% of activity.

We think that these numerous announcements are due to concern about protecting their
reputations rather than true fears over post-COP regulations.

Our method of analysis of companies’ climate targets and action

We wished to analyse the ambition and compliance with the commitments made by the
companies with the highest emissions in our coverage. For this, we focused on 20 companies
with direct emissions (scope 1+2) that exceed 20 Mt of GHG per year. We chose to ignore
scope 3 emissions apart from those for oil and gas companies to facilitate comparison, which
excludes some sectors with an essential role in the fight against climate change (construction,
automotive, air transport, banking or insurance).

Moreover, we focused on commitments made for 2030: we give less credit to trajectories out to
2050, for which management is not held accountable and which are very often based on
technological and/or natural solutions that do not exist and/or are overvalued, such as carbon
capture and reforestation.

Lastly, to evaluate whether the commitments are in line with the Paris Agreement, we used the
Science-Based Target (SBT) initiative certification. This independent initiative, bringing together
members of the UN Global Pact, the CDP, the WRI and the WWF, established a benchmark for
the alignment of company carbon strategies with a “2°C”, “well below 2°C” (Paris Agreement)
or “1.5°C” pathway. Some companies are “committed” to the SBTs but their trajectory has not
been disclosed yet. The SBT certification is defined using a scientific methodology that
attributes a share of the remaining carbon budget to each sector and company. It is now the
standard method to determine the credibility of a company’s climate commitments. It should be
noted, however, that the SBT method applied to the oil & gas industry is currently being
formalized. The estimated trajectory for the achievement of targets is based on our own
calculations.

7 out of 20 European companies evaluated as in line with the Paris
Agreement

According to our analysis, seven European companies have commitments in line with the Paris
Agreement and have a corresponding trajectory for emission reduction: Holcim (Best-in-class
ESG opinion), EDF, Enel, RWE and to a lesser extent (2°C trajectory) Engie, HeidelbergCement
(Neutral ESG opinion) and Veolia. The energy and cement sectors therefore stand out
positively. However, five companies are behind on their commitments which also insufficient:
BP (Neutral ESG opinion), Repsol (Neutral ESG opinion) RD Shell (Not recommended ESG
opinion), Rio Tinto and Arcelor Mittal. Unsurprisingly, the oil, gas, steel and mining industries
must increase their ambitions and efforts. TotalEnergies (Best-in-Class ESG opinion) and Eni
(Neutral ESG opinion) stand out positively among their peers with their more credible and
ambitious objectives. Companies in the chemicals sector Air Liquide, BASF and Linde, cement
player CRH (Not recommended ESG opinion) and energy companies Fortum and Uniper also
have room for improvement.

Of course, these results should be taken with a pinch of salt; many companies have made
commitments relatively recently with the SBTs which limits perspective on data (except for
cement players). Moreover, in most cases progress is swift in the first few years as the least
costly reduction levers are prioritised (such as the use of renewable energies). The current
energy crisis in Europe could also force players to increase their fossil fuel consumption in 2021.
However, the results show that European companies are playing their part despite the huge
scale of the task. In total, the 20 companies on the panel have emitted close to 1 Gt of direct
GHG emissions, i.e. close to 3% of global emissions. Their commitments alone will not be
sufficient to fulfil the Paris Agreement, but their action remains a crucial contribution to resolving
the climate crisis.

2 BNP Paribas, Groupe BPCE, Crédit Agricole, Crédit Mutuel, Société Générale and La Banque Postale
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Carbon footprint and reduction commitments for companies with the highest direct GHG emissions in Europe

2030 emission
reduction
commitments®

Direct GHG

Company emissions in CO,e

Commitment with
the SBT initiative

Real reduction
(2020)

Compliance with

targets set to date General estimate

Chemicals industry Units: in absolute terms for scope 1 + 2 (MtCO,) or carbon intensity expressed in MtCO, (Scope 1 + 2) /€ bn EBITDA

Target 1. - 33%
2035 vs 2020

Air Liquide 27.5 Mt Target 2: -30%
carbon intensity in
2025 vs 2015
BASF 21 Mt -25% vs 2018
-30% carbon
Linde 37 Mt intensity in 2028 vs

2018

Target 1: cannot be

Target 2: -30% vs

The achievement of
the SBT
commitment cannot
be evaluated

One target cannot

el be evaluated and

Committed

the other is already (current targets are
achieved

2015 either achieved or
too recent)

In line with its
targets but no SBT
commitment
Ahead of its targets
but no SBT
commitment

-5% vs 2018 No commitment

-5% vs 2018 Committed

Oil and gas industry Units: in absolute terms (MtCO,) or in carbon intensity in gCO,e/MJ

-25% carbon
intensity S1 + S2 +
S3vs 2016
-40%* in absolute
terms S1 + S2 vs
2015
-20% carbon
intensity S1 + S2 +
S3vs 2016
-30/35% in
absolute terms S1
+ S2vs 2019
2 targets vs 2018:
-25% S1+S2+S3
-15% net intensity
S1+S2+S3

Repsol 23 Mt

TotalEnergies 39 Mt
Royal Dutch Shell 72 Mt

BP 46 Mt

Eni 39 Mt

Behind on
insufficient
commitments

-5% Not Applicable Behind
In line but no scope
3 target at world

scale

In line on

-50,
D) insufficient targets

Not Applicable
Behind on
insufficient

commitments

-5% Not applicable Behind

In line but no scope
3 target

In line on very

o 0,
Hev insufficient targets

Not applicable
-13% in absolute

. Aligned with its
emissions

: In line on
absolute reduction

Not applicable insufficient targets

target

0% in intensity

Cement industry Units: carbon intensity of production in KgCO,/t of cement produced

Two 2030 targets:

Holcim 107 Mt -39% vs 1990
-17% vs 2018
Two 2030 targets:
Heidelberg 69 Mt -33% vs 1990
-15% vs 2016
CRH 35 Mt 2030 target:

-33% vs 1990
Energy units: Units: absolute (MtCO,) or intensity in gCO,/KWh

EDF 28 Mt -50% vs 2017
Engie 41 Mt int-srift)yc\?;bzo(?ﬂ
B Sl int-gr?:ftch\a/‘;bzogﬂ
RWE 73 Mt int-Sr?:ft)yc\a/‘;bZo(?lg
Fortum 50 Mt -50% vs 2019
Uniper 44 Mt -50% vs 2019
Veolia 30 Mt 2034 target: -22%

S1+ S2vs 2018

3 Unless stated otherwise
4 Net emissions including carbon bridges

-28% vs 1990
-4% vs 2018

-24% vs 1990
-6% vs 2016

In line with its
targets but no SBT
commitment

-26% vs 1990 No commitment

-45%
-42%
-48%
-24%
Cannot be No SBT
® 3 evaluated commitment,
LS N EA TR (integration of progress difficult to
Uniper)® evaluate
Ahead of its targets
-10% No commitment but no SBT
commitment
-14%

5 Fortum integrated Uniper’s emissions as of Q2 2020. It is impossible to precisely evaluate the impact of the integration of Uniper’s emissions on Fortum’s carbon footprint

Uniper’s activity varies according to the quarter
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Steel and mining industry Units: in absolute terms or in carbon intensity in tCO,/t steel

Behind on

Rio Tinto 32 Mt -50% vs 2018 -3% No commitment Behind insufficient
commitments

-25% carbon Behind on

. 0 . . . i
ArcelorMittal 124 Mt intensity vs 2018 +1% No commitment Behind msuf_ﬂuent
commitments

Sources: company data, ODDO BHF Securities
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e Valuation method

Our target prices are established on a 12-month timeframe and we use three valuation methods to determine them. First, the discounting of available cash flows using the
discounting parameters set by the Group and indicated on ODDO BHF’ website. Second, the sum-of-the-parts method based on the most pertinent financial aggregate
depending on the sector of activity. Third, we also use the peer comparison method which facilitates an evaluation of the company relative to similar businesses, either because
they operate in identical sectors (and are therefore in competition with one another) or because they benefit from comparable financial dynamics. A mixture of these valuation
methods may be used in specific instances to more accurately reflect the specific characteristics of each company covered, thereby fine-tuning its evaluation.

e Sensitivity of the result of the analysis/ risk classification:
The opinions expressed in the financial analysis are opinions as per a particular date, i.e. the date indicated in the financial analysis. The recommendation (cf. explanation of
the recommendation systematic) can change owing to unforeseeable events which may, for instance, have repercussions on both the company and on the whole industry.

e Our stock market recommendations

Our stock market recommendations reflect the RELATIVE performance expected for each stock on a 12-month timeframe.
Outperform: performance expected to exceed that of the benchmark index, sectoral (large caps) or other (small and mid caps).
Neutral: performance expected to be comparable to that of the benchmark index, sectoral (large caps) or other (small and mid caps).
Underperform: performance expected to fall short of that of the benchmark index, sectoral (large caps) or other (small and mid caps).

e The prices of the financial instruments used and mentioned in this document are the closing prices.

e All publications by ODDO BHF concerning the companies covered and mentioned in this document are available on the research site: www.securities.oddo-
bhf.com

In accordance with Article 20 of European Regulation No. 596/2014 (Market Abuse Regulation), a list of all recommendations on any financial instrument or issuer that have
been disseminated over the past twelve months is available by clicking on the following link www.securities.oddo-bhf.com

Recommendation split

Outperform Neutral Underperform
Our whole coverage (606) 58% 33% 10%
Liquidity providers coverage (89) 61% 35% 4%
Research service coverage (39) 67% 28% 5%
Investment banking services (41) 68% 22% 10%
Risk of conflict of interest:
Investment banking and/or Distribution
Has ODDO BHF SCA or its affiliates managed or co-managed in the last 12 months a public offering of securities for the subject company/ies? No
Has ODDO BHF SCA or its affiliates received compensation for investment banking services from the subject company/ies in the last 12 months No

or expects to receive or intends to seek compensation for investment banking services from the subject company/ies in the last 12 months?
Research contract between ODDO group & the issuer

Have ODDO BHF SCA or its subsidiary ABN AMRO — ODDO BHF B.V. and the subject company/ies agreed that ABN AMRO - ODDO BHF B.V. No
or one of its parent companies will produce and disseminate investment recommendations on the subject company/ies as a service to the the
subject company/ies?

Liquidity provider agreement and market-making

At the date of the distribution of this report, does ODDO BHF SCA or its affiliates act as a market maker or has ODDO BHF SCA or its affiliates No
signed a liquidity provider agreement with the subject company/ies?

Significant equity stake

Does ODDO BHF SCA or its subsidiary ABN AMRO — ODDO BHF B.V., own a net long or short position of 0.5% or more of any class of common No
equity securities of the subject company/ies?

Does the subject company beneficially own 5% or more of any class of common equity of ODDO BHF SCA or its subsidiary ABN AMRO — ODDO No
BHF B.V.?

Disclosure to Company

Has a copy of this report ; with the target price and/or rating removed, been presented to the subject company/ies prior to its distribution, for the No
sole purpose of verifying the accuracy of factual statements ?

Have the conclusions of this report been amended following disclosure to the company/ies and prior its distribution? No
Additional material conflicts
Is ODDO BHF SCA or its affiliates aware of any additional material conflict of interest? No
Personal conflicts of interest
Have those responsible for the drafting of the present document acquired securities from the issuer concerned by the present financial analysis? No

Have those responsible for the drafting of the present document received remuneration directly linked to investment firm service transactions or No
any other kind of transaction they carry out or any trading commissions they, or any legal person who is part of the same group, receive?

Statement of conflict of interests of all companies mentioned in this document may be consulted on ODDO BHF: www.securities.oddo-bhf.com
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Disclaimer:
Disclaimers for Distribution by ODDO BHF SCA to Non-United States Investors:

This publication is produced by ODDO BHF Corporates & Markets, a division of ODDO BHF SCA (“ODDOQ”), which is licensed by the Autorité de Contr6le Prudentiel et de
Résolution (ACPR) and regulated by the Autorité des Marchés Financiers (“AMF”).

This document, when distributed outside of the U.S., is intended exclusively for non-U.S. customers of ODDO and cannot be divulged to a third-party without prior written consent
of ODDO. This document is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. This document is a
marketing communication including one or more investment recommendation(s) in the meaning of the Market Abuse Regulation n° 596/2014 dated 16 April 2014. It does not
constitute a financial analysis and has not been developed in accordance with legal requirements designed to promote the independence of investment research. Accordingly,
there are no prohibitions on personal dealing ahead of its dissemination. “Chinese walls” (information barriers) have been implemented to avert the unauthorized dissemination
of confidential information and to prevent and manage situations of conflict of interest.

At the time of publication of this document, ODDO and/or one of its subsidiaries may have a conflict of interest with the issuer(s) mentioned. While all reasonable effort has been
made to ensure that the information contained is not untrue or misleading at the time of publication, no representation is made as to its accuracy or completeness and it should
not be relied upon as such. Past performances offer no guarantee as to future performances. All opinions expressed in the present document reflect the current context which
is subject to change without notice. The statements, assumptions and forecasts contained in this document reflect the judgment of its author(s), unless otherwise specified, and
do not reflect the judgment of any other person or of ODDO. This document does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation in this document is suitable for their particular
circumstances and, if appropriate, seek professional advice, including tax advice.

This document is for institutional investors only. It may not contain information necessary for others to make investment decisions. Consult your financial adviser or an investment
professional if you are not an institutional investor.

Disclaimers for Distribution by ODDO BHF New York Corporation to United States Investors:
Please refer to the most recent research reports on the subject companies for complete information and relevant disclosures.

This document is produced by ODDO BHF Corporates & Markets, a division of ODDO BHF SCA ( “ODDQ"). It is distributed to U.S. investors exclusively by ODDO BHF New
York Corporation (“ONY”), MEMBER: FINRA/SIPC, and is intended exclusively for U.S. institutional customers of ONY and cannot be divulged to a third-party without prior
written consent of ONY. This document is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. This
document is being furnished to you for informational purposes only and should not be relied upon as sufficient to form a basis for any investment decision.

At the time of publication of this document, ODDO, and/or one of its subsidiaries may have investment banking and other business relationships with any of the companies in
this report. While all reasonable effort has been made to ensure that the information contained is not untrue or misleading at the time of publication, no representation is made
as to its accuracy or completeness and it should not be relied upon as such. However, ODDO has no obligation to update or amend any information contained in this publication.
Past performance offers no guarantee as to future performance. All opinions expressed in the present document reflect the current context which is subject to change without
notice. This document does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of particular clients.
Clients should consider whether any advice or recommendation in this document is suitable for their particular circumstances and, if appropriate, seek professional advice,
including tax advice.

This document is not a research report as defined in FINRA Rule 2241(a)(11) because the material in it is limited to one or more of the exclusions of the definition of research
report in Rule 2241(a)(11)(A). This document is for institutional investors only. Consult your financial adviser or an investment professional if you are not sure you are an
institutional investor.

Disclosures Required by United States Laws and Regulations:

Rule 15a-6 Disclosure: Under Rule 15a-6(a), any transactions conducted by ODDO, and/or one of its subsidiaries with U.S. persons in the securities described in this document
must be effected through ONY.

Contact Information of firm distributing investment recommendations to U.S. investors: ODDO BHF New York Corporation, MEMBER: FINRA/SIPC, is a wholly owned subsidiary
of ODDO BHF SCA; Philippe Bouclainville, President (pbouclainville@oddony.com) 150 East 52nd Street New York, NY 10022 212-481-4002.

This is a non-contractual document, it is strictly for the private use of the recipient, and the information it contains is based on sources we believe to be reliable, but whose accuracy and completeness cannot be guaranteed. The
opinions given in the document reflect our appraisal at the time of publication and may therefore be revised at a later date.



