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For an economy to transition from traditional fossil fuel energy to renewables it requires
structural shifts in supply and demand. However, emerging markets (EMs) face supply
and demand constraints. At RPA, we believe this will result in the majority moderating
the pace and extent to which these transitions will happen. We expect this moderation
to become evident over the coming years through policy shifts in nationally determined
contributions (NDCs).

A NDC is a policy document which outlines how a country plans to manage climate
change, and transition its economy from traditional sources of energy to renewables.
Countries are required to update and submit these plans every 5 years, with the next
submissions due in February 2025.

For simplicity, we characterise EMs as economies transitioning from lower income and
lower standards of living, to higher income, industrialised ones. These economies are
less resilient to climate risks and will be disproportionately impacted by the negative
effects of climate change. As such, energy transition matters.

However EMs today encounter headwinds which constrain the pace and extent to
which they can transition. These include:

1. Challenges attracting foreign investment to fund renewable energy projects. This is
due to heightened geopolitical risks, inflation, and higher return requirements from
investors. This makes increasing renewable energy capacity of a country (supply) more
difficult; and

2. Consumers who are unwilling to pay for, or unable to access renewable energy
sources, either due to its higher costs or lack of availability. This makes generating
sufficient demand for renewable energy more difficult.

Due to the first point, it is unlikely the trillions of $'s needed to help EMs transition will
materialise in the short to medium term. So far, United Nations Climate Change COP
meetings have not been effective addressing this gap.

To address the first point we expect NDCs will increasingly gear towards:

e Supply side policies to encourage foreign direct investment (FDI). This is likely to
include measures which deregulate energy markets, relax foreign ownership
restrictions and regulatory reforms making the approval and development of
renewable energy projects easier. The Philippines is one EM which adopted some of
these policies in recent years.
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To address the second point we expect NDCs will increasingly gear towards:

¢ Demand side policies to stimulate growth in their economies, and make renewable
energy more affordable via subsidies and allowances. India is one EM which
adopted some of these policies in recent years.

Understanding NDCs can signal the policies EMs are likely to implement in the coming
years. Thereby enabling companies and investors to better manage energy transition

risks and opportunities.
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Disclaimer

This paper (the “Paper”) has been prepared by Rhodes Point Advisors Limited (“Rhodes Point Advisors”).

Rhodes Point Advisors Limited, is incorporated in Hong Kong under the Companies Ordinance (Chapter
622 of the Laws of Hong Kong) as a limited company, and whose registered office is Room 1007,
Pakpolee Commercial Centre, 1A Sai Yeung Choi Street, Mong Kok, Kowloon. Registered number
78454784, This Paper is provided to you solely for your information and you may not reproduce, or
distribute, it to any other person. It is only for discussion purposes, may be amended and/or
supplemented without notice and may not be relied upon for the purposes of entering into any
transaction.

This Paper and any information contained herein is for informational purposes only and is not intended to
be, and shall not be regarded or construed as constituting, a recommendation for an investment or
financial or other advice of any kind. This Paper does not in any way constitute an offer or invitation to
subscribe for or purchase interests in any vehicle advised (or to be managed or advised) by Rhodes Point
Advisors and nothing contained in this Paper, or the fact of its distribution, shall form the basis of or be
relied on in connection with or act as any inducement to enter into any contract or commitment
whatsoever.

Any subscription in relation to any vehicle advised (or to be or advised) by Rhodes Point Advisors will
only be accepted on the basis of the definitive offer documentation which may be issued in due course,
and not, for the avoidance of doubt, on the basis of this Paper or any oral statement or representation
made in connection herewith.

The information contained in this Paper is strictly confidential and may not be reproduced or redistributed
in whole or in part nor may the contents of the Report be disclosed to any other person without the prior
written consent of Rhodes Point Advisors. The information contained in this Paper has not been
independently verified and no representation or warranty, express or implied, is made to and no reliance
should be placed on the fairness, accuracy, completeness or correctness of the information or opinions
contained in this Paper.

The information set forth herein does not purport to be complete and no obligation to update or
otherwise revise such information is being assumed. Neither Rhodes Point Advisors, its advisers or
affiliates (nor any of their respective members, officers, employees, advisers, or agents) shall have any
liability whatsoever for any loss whatsoever arising from use of this Paper, its contents or otherwise
arising in connection with this Paper.

All projections, valuations and statistical analyses are provided to assist the recipient in the evaluation of
the matters described herein. They may be based on subjective assessments and assumptions and may
use one among alternative methodologies that produce different results and, to the extent that they are
based on historical information, they should not be relied upon as an accurate prediction of future
performance as past performance is not a reliable indicator of future returns.

Reliance on this Paper for the purpose of engaging in any investment activity may expose a person to a
significant risk of losing all of the property or other assets invested.

The contents of this Paper should not be construed as investment, legal, accounting, taxation, or
regulatory advice.
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