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The energy sector is the largest emitter of greenhouse gases
Global greenhouse gas emissions by sector

This is shown for the year 2016 - global greenhouse gas emissions were 49.4 billion tonnes CO,eq.
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. OurWorldinData.org - Research and data to make progress against the world’s largest problems.
Source: Our World in Data. Source: Climate Watch, the World Resources Institute (2020). Licensed under CC-BY by the author Hannah Ritchie (2020).
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In a net-zero world, oil’s relevance will decline

Estimated market sizes of oil and selected clean energy technology equipment in the Net Zero Scenario
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Source: IEA 2021. Forecasts are not an indicator of future performance and any investments are subject to risks and uncertainties.
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Mined commodities are present in a number of energy transition sectors
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Source: Wood Mackenzie. Shaded area represents the battery-related uses
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The Paris Agreement demands a significant reduction in CO2 emissions
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Source: Wood Mackenzie, 2022. Forecasts are not an indicator of future performance and any investments are subject to risks and uncertainties.
The Paris Agreement is a legally binding international treaty on climate change. Its goal is to limit global warming to well below 2, preferably to 1.5 degrees Celsius, compared to pre-industrial levels.
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An accelerated energy transition will boost demand for some mined

commodities

10-year compound annual growth rate for mined commodities
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Source: Wood Mackenzie, 2022. Forecasts are not an indicator of future performance and any investments are subject to risks and uncertainties.
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The Energy Transition could be the largest driver of metal demand

Copper Aluminium Nickel Cobalt Lithium
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Source: Wood Mackenzie, 2022. ET = energy transition. Data presented in Millions of Tonnes. Non -ET demand growth for aluminium in 2040 expected to be negative (represented in red).
Forecasts are not an indicator of future performance and any investments are subject to risks and uncertainties.
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The financing challenge

Supplying the metal to support the Base case scenario will require circa $0.7trillion by 2035

Meeting a 2-Degree Scenario requires an eye watering increase in capacity and another circa $1 trillion of investment by

2035
Investment 2021-2035 $525 bn $335 bn $150 bn $5 bn $50 bn
(2-Degree Scenario)

+3.5
T

Cu = copper
Al = Aluminium
Ni = Nickel

Co = Cobalt

Li = Lithium

Investment 2005-19 $280bn $205 bn $85 bn

O = current supply ‘ = additional supply needed — 3-deg ‘ = additional supply needed - 2-deg

Source: Wood Mackenzie, 2022. Number above bubble in blue is the amount of additional millions of tonnes of the metal required in the 2 degree scenario
Forecasts are not an indicator of future performance and any investments are subject to risks and uncertainties.
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Electric vehicles are more ‘mineral intensive’ than internal combustion cars

kg/vehicle
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Source: IEA 2021
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Electric vehicles halve the lifetime emissions compared to internal combustion

tCO:e per vehicle lifetime
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Source: IEA 2021
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Clean power generation is also more mineral intensive
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Total installed battery storage capacity in the Net Zero Scenario, 2015-2030
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Source: IEA 2021. Forecasts are not an indicator of future performance and any investments are subject to risks and uncertainties.
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EU Emissions Trading System (ETS)

Irst and largest caroon Remalns the centreplece o
emissions trading system in the European Union’s climate We expect:
Wvielsle a1 ()

e Started in 2005 * As climate goals become * The scope of the European
e In 2020, 8 billion emission more aggressive, the EU ETS carbon market to expand
allowances changed hands, will be more heavily relied on * The supply of allowances to
with a market value of €201bn to deliver results emit carbon to shrink
* The EU sees the ETS as an e The price of allowances to rise
efficient market-based system and thus help policy makers
to deliver emission abatement deliver on their promises to
and therefore is preferred over decarbonise and become

carbon taxes for example emissions net neutral by 2050

Source: WisdomTree; European Commission July 2021; Refinitive , January 2021.
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What is ‘cap and trade’

Greenhouse gas (GHG)
emitters must acquire
allowances to emit a certain
unit of GHG. These can be
given to them, or they can be
sold to them, depending on
the design of the system. The
key thing is that the quantity of
permits must be limited and
linked to the cap set.

Q_ Policy makers decide on a cap
(O on emissions.

O

Allowances

Source: WisdomTree; European Commission July 2021; Refinitive , January 2021.
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GHG emitters can then trade
their allowances. If the cost to
reduce GHG emissions for a
company (e.g. by using newer
technology) costs less than the
market price for the allowances,
they have a strong incentive to
sell their permits and reduce
their emissions levels. If the cost
to reduce GHG emissions for a
company is higher than the
market price for carbon
allowances, and the company
does not have enough
allowances already to cover their
GHG emissions, they are likely
to buy allowances from those
selling.

At the end of a compliance
period, the GHG emitter
needs to verify how much
GHG they produced and
surrender the appropriate
number of allowances.

Compliance

Energy Transition 13



Fit for 55: a legislative package that will tighten the market with a variety of

measures
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Source: WisdomTree, European Commission.
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Restrict free allowances

Implement
a carbon
border tax
to stem
‘carbon
leakage’

Integrate
aviation
sector to
main
system

Add more sectors to the system
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https://www.wisdomtree.eu/en-gb
https://www.wisdomtree.eu/en-gb/strategies/metals
https://www.wisdomtree.eu/en-gb/strategies/broad-commodities
https://www.wisdomtree.eu/en-gb/blog
https://www.wisdomtree.eu/en-gb/resource-library/etpedia
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available on request.
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decision to invest should be based on the information contained in the appropriate prospectus and after seeking independent investment, tax and
legal advice.
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securities in the United States or any province or territory thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly
or indirectly) into the United States.

This document may contain independent market commentary prepared by WisdomTree based on publicly available information. Although WisdomTree
endeavours to ensure the accuracy of the content in this document, WisdomTree does not warrant or guarantee its accuracy or correctness. Any third party data
providers used to source the information in this document make no warranties or representation of any kind relating to such data. Where WisdomTree has
expressed its own opinions related to product or market activity, these views may change. Neither WisdomTree, nor any affiliate, nor any of their respective
officers, directors, partners, or employees accepts any liability whatsoever for any direct or consequential loss arising from any use of this document or its
contents.

This document may contain forward looking statements including statements regarding current expectations or beliefs with regards to the performance of certain
assets classes and/or sectors. Forward looking statements are subject to certain risks, uncertainties and assumptions. There can be no assurance that such
statements will be accurate and actual results could differ materially from those anticipated in such statements. WisdomTree strongly recommends that you do
not place undue reliance on these forward-looking statements.

Any historical performance included in this document may be based on back testing. Back testing is the process of evaluating an investment strategy by applying
it to historical data to simulate what the performance of such strategy would have been. However, back tested performance is purely hypothetical and is provided
in this document solely for informational purposes. Back tested data does not represent actual performance and should not be interpreted as an indication of
actual or future performance.
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