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Dialing up climate finance in emerging markets

From the billions to trillions

IN A NUTSHELL

— Emerging market and developing economies (EMDE) lie at the heart of
reaching the commitments laid out in the Paris climate agreement since over the past
decade more than 95% of the increase in greenhouse gas emissions have occurred in
EMDE? and these countries will be the source of 98% of world population growth by
the end of this decade?. The appointment of a new World Bank President may help
promote this agenda3

— The 10 highest emitting CO2 countries, accounting for two-thirds of total

Michael Lewis
Head of developing country emissions, received just 25% of total mitigation finance between

Research ESG 2016 and 2020+
— Climate mitigation efforts are largely deployed in the renewable energy

generation and low-carbon transportation sectors. However, significantly larger
capital investments are required since per capita clean energy investment in EMDE
excluding China is less than a tenth of what it is in advanced economies®

— Chile, India and China are ranked as the top three clean energy investment
country destinationsé. The spread of carbon pricing schemes across EMDE countries
is a step in the right direction to help incentivize climate-friendly investments

— But EM countries are still struggling to receive climate finance. This means
innovative ways need to be found to crowd-in private sector investment. Public-
private partnerships are one solution which can help unlock multilateral
development banks’ capital as well as de-risk EM investments for private sector
investors

— EMDE countries are often punished by poor ESG quality scores yet in certain
instances this can reflect global corporates outsourcing to these regions. For example,
for many companies their supply chains can account for as much of 80% of their total
climate impact”. As more corporates address their climate impact, we expect this may
encourage the growth in outcome-based debt instruments such as sustainability
linked bonds

— The adoption and spread of climate finance transition taxonomies across
EMDE countries need to be encouraged as it will facilitate much needed disclosure
and enhance transparency, welcome developments for private investors

1 WEF (June 2022). 3 actions to accelerate emerging market climate transition

2 UN world population prospects 2022 database

3 Reuters (3 May 2023). World Bank board elects US nominee Ajay Banda as President

4 Climate Policy Initiative (October 2022). Global landscape of climate finance: A decade of data
5 [EA (October 2022). World Energy investment 2022

6 BNEF Climatescope 2022 ranking https://global-climatescope.org/results/

7World Economic Forum (January 2021). Net-Zero Challenge: The supply chain opportunity
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1 / Climate finance landscape

EMDE account for 85% of the world’s human populations, two-thirds of global greenhouse gas emissions? and 58% of both global
foreign exchange reserves and world GDP10. We find that two-thirds of funds provided and mobilized from the developed to
developing countries relate to climate mitigation projects. However, the 10 highest emitting CO2 countries, accounting for two
thirds of total developing country emissions, received just 25% of total mitigation finance between 2016 and 2020.

Figure 1: Climate finance to developing countries by geography and theme
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Source: OECD (September 2022). Climate finance provided and mobilised by developing countries in 2016-2020

When measured on a per capita basis, the 50 lowest emitting developing countries are receiving more than five times the level
of mitigation finance compared to the top 10 highest emitting countries. An indication that not only the total size of climate
finance flows needs to be increased, but these should be increasingly channeled to the largest emitting countries. In terms of the
sector destination of climate finance, renewable energy and low carbon transportation projects are capturing 63% of total
mitigation finance, and 46% of total climate finance. In comparison, 40% of adaptation finance over the 2016 to 2020 period has
been directed into water supply and sanitation as well as the agriculture, forestry and fishing sectors.

While just over 90% of emerging market countries have set long-term renewable energy targets, when it comes to corporate
ambition to reduce greenhouse gas emissions, commitments are not as widespread!!. Of approximately 4,500 companies who
have signed up to the Science Based Targets (SBT) initiative, emerging market corporates account for less than one-fifth, with
Emerging Asia accounting for more than half of this universel2.

While there are divergences in the cash return as well as the valuation of companies according to whether or not they have or
have not committed to a SBT, the large majority!3 of the companies aligned with SBTi are from non-carbon intensive sectors
such as IT, Communication Services and Consumer Staples. In contrast, we find that SBT commitments have not made many in-
roads in high carbon intensive sectors such as Energy, Materials or Utilities. In many instances, companies from these sectors
will have little to no ability to meet science based emission reduction targets!4. In any event, there is a need to scale up SBTi
within the EM region, especially among high emitting countries and sectors.

8 UN World population prospects 2022 database

9 Netherlands Environment Agency (May 2020). Trends in global CO2 and total greenhouse gas emissions

10 JMF WEO database (October 2022). Gross domestic product based on purchasing-power-parity share of world total; IMF International reserves
https://www.imf.org/external /pubs/ft/ar/2022/downloads/appendix.pdf

11 SBTI Progress Report 2021 (June 2022). Scaling urgent corporate climate action worldwide

12 Data taken from SBTi as of January 19, 2023

13 78% by count, 68% by market cap and 90% by NCI - of the total companies which have SBTi association are from the IT, Communication Services and
Consumer Staples sector.

14 SBT (April 2022). Decarbonizing the energy sector: How the SBTi is approaching this transformation
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Clean energy investment case study: India

In 2022, India was ranked second behind Chile as the most attractive emerging market for clean power investment. This was

based on the country’s price attractiveness, regulatory environment, and experience!5.
India has set its ambition to increase its share of renewable power generating capacity from 23% to 50% by 203016,

According to BNEF, over the next eight years US$233 billion of funding will be required just to meet the country’s solar and
wind capacity targets?7.

A number of India’s leading energy corporates such as NTPC18, Reliancel% and Tata Power2? have made commitments to build
their renewable energy capacity. Collectively the commitments made by domestic Indian companies imply at least a four-fold
increase in renewable power generating capacity by 2030.

15 BNEF Climatescope 2022 ranking https://global-climatescope.org/results/

16 JEA (January 2022). India’s clean energy transition is rapidly underway, benefiting the entire world

17 BNEF (June 2022). Financing India’s 2030 renewables ambition

18 NTPC (Renewable Energy) https://www.ntpc.co.in/en/renewable-energy

19 Reliance Industries Limited (August 2022) https://www.ril.com/DownloadFiles/ChairmanCommunications/RIL-AGM-45.pdf
20 Financial Express (December 6, 2022). Tata power eyes five-fold hike in green energy capacity by 2030
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Annual global climate finance flows need to increase from an estimated US$850 billion in 2021 to between US$4.3 trillion and
US$9.3 trillion by 2030 to avoid the worst effects of climate change?!. This lower target is equivalent to just 4% of global GDP or
6% of the combined assets under management of signatories to the Asset Owners Net Zero Alliance and the Net Zero Asset

Managers initiative22,

For EMDE, to mitigate the effects of climate change and reduce greenhouse gas emissions, it is estimated that investments in
energy infrastructure alone must be at least US$1 trillion by 2030. This means a significant scaling up of investments is required
particularly in emerging markets outside China.

With increasing investment flows heading towards higher-rated ESG securities, emerging market issuers are typically placed at
a disadvantage with lower-rated ESG scores and so lower allocations in dedicated ESG funds.

Steps to improve the climate finance environment, crowd in private sector capital and close the investment financing gap can be
facilitated by:

1. Removing fossil fuel subsidies and introducing a suitable price on carbon

2. Using public sector balance sheets to help de-risk investments for private sector investors

3. Improving climate data, disclosures and taxonomies across emerging markets

Progress in these areas is taking place. For example, public-private sector climate finance partnerships such as the Indonesia
case study below as well as proposals at COP27 to reform the IMF and World Bank?23. In addition, the development of green
taxonomies across an increasing number of emerging markets24 for example Asia (China, Indonesia, Malaysia, Singapore, South
Korea, Taiwan, Thailand), South America (Chile, Colombia, Mexico) and Africa (South Africa) may help over time to overcome
this handicap. And the Indian government’s bill to introduce a voluntary carbon trading scheme?s.

Public-private climate financing case study: Indonesia

Indonesia is the world’s fourth most populous country, accounts for 1.7% of global CO2 emissions and by 2050 will be the
world’s fourth largest economy, after China, India and the United States26. Efforts to drive the country’s clean energy transition
have been the focus of global climate negotiations recently, which has culminated in the Indonesia Just Energy Transition
Partnership (ETP)27.

This coal power transition facility signed by the governments of major economics at the G20 summit in Bali last year aims to
assist in Indonesia’s goals to achieve a peak in power sector emissions by 2030 and increase the share of renewable energy
generation to at least 34% of all power generation over the same period.

From a financing perspective, the partnership intends to mobilise an initial US$20 billion in public and private financing over
a three-to-five-year period.

21 Climate Policy Initiative (October 2022). Global landscape of climate finance: A decade of data

22 DWS Investment GmbH analysis (October 2022)

23 WEF (January 2023). The Bridgetown Initiative: Here’s everything you need to know

24 Eco:Fact (November 2022). Green taxonomies around the world: where do we stand?

25 Reuters (December 2022). India to bolster carbon trading market with stabilization fund

26 [ES (September 2022). An energy sector roadmap to net zero emissions in Indonesia

27 The White House (November 2022). Indonesia and International partners secure groundbreaking climate targets and associated financing
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3 / Appendix

Climate finance investment flows are classified according to three types:

1. Climate mitigation finance refers to investments that aim to reduce or prevent greenhouse gas emissions. This can
include the deployment or renewable energy generation, low-carbon transportation or upgrading existing equipment
to become more energy efficient

2. Climate adaptation finance refers to investments that help build resilience to the effects of climate change. This can
include building flood defenses, establishing early warning systems for tornadoes or switching to drought-resistant
crops

3. Lossand damage is the third pillar of climate finance. This relates to financing when efforts to reduce emissions are not
ambitious enough and when adaptation efforts are unsuccessful or impossible to implement?28

According to global climate financing data, approximately 90% of climate finance flows relate to mitigation finance. When it
comes to developing countries, mitigation finance in the five years to 2020 accounted for roughly two-thirds of climate flows2°.
While global climate finance flows are now evenly split between public and private sector actors, public sector flows have been
growing at a faster clip. But gaps in datasets continue to persist. Figure 1 illustrates that the tracking of climate finance flows are
more advanced when it comes to public sector flows from the Global North to the Global South3? but fall short elsewhere.

Figure 2: Data gaps in climate finance need to be plugged
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Source: Global Policy Initiative (October 2022). Global landscape of climate finance: A decade of data

28 WRI (December 2022). What is loss and damage from climate change? 8 key questions, answered

29 OECD (September 2022). Climate finance provided and mobilised by developing countries in 2016-2020

30 OECD data covers financing from development banks and agencies, export credits and private finance mobilised by bilateral and multilateral public
climate finance
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Important information — EMEA, APAC & LATAM

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering products or services are specified in the relevant
documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in good faith and
on the following basis.

This document is for information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a transaction and should not be treated as investment
advice.

This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations requiring the impartiality of financial analysis or
prohibiting trading prior to the publication of a financial analysis.

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical perfor-
mance analysis. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements. Past performance is no guarantee of future results.

The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness or fairness of such information. All third party
data is copyrighted by and proprietary to the provider. DWS has no obligation to update, modify or amend this document or to otherwise notify the recipient in the event that any matter stated
herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents.

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of assumptions which may not prove valid.
DWS does not give taxation or legal advice.

This document may not be reproduced or circulated without DWS’s written authority.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction,
including the United States, where such distribution, publication, availability or use would be contrary to law or regulation or which would subject DWS to any registration or licensing require-
ment within such jurisdiction not currently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such
restrictions.

© 2023 DWS Investment GmbH

Issued in the UK by DWS Investments UK Limited which is authorised and regulated in the UK by the Financial Conduct Authority.
© 2023 DWS Investments UK Limited

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited. The content of this document has not been reviewed by the Securities and Futures Commission.
© 2023 DWS Investments Hong Kong Limited

In Singapore, this document is issued by DWS Investments Singapore Limited. The content of this document has not been reviewed by the Monetary Authority of Singapore.
© 2023 DWS Investments Singapore Limited

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640). The content of this document has not been reviewed by the Australian
Securities and Investments Commission.
© 2023 DWS Investments Australia Limited

as of 2/21/23; 094672 (02/2023)

Important information — North America
The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment products, or DWS Investment Management Americas
Inc. and RREEF America L.L.C., which offer advisory services.

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before making an investment decision, investors need
to consider, with or without the assistance of an investment adviser, whether the investments and strategies described or provided by DWS, are appropriate, in light of their particular invest-
ment needs, objectives and financial circumstances. Furthermore, this document is for information/discussion purposes only and does not and is not intended to constitute an offer, recommen-
dation or solicitation to conclude a transaction or the basis for any contract to purchase or sell any security, or other instrument, or for DWS to enter into or arrange any type of transaction as
a consequence of any information contained herein and should not be treated as giving investment advice. DWS, including its subsidiaries and affiliates, does not provide legal, tax or accounting
advice. This communication was prepared solely in connection with the promotion or marketing, to the extent permitted by applicable law, of the transaction or matter addressed herein, and
was not intended or written to be used, and cannot be relied upon, by any taxpayer for the purposes of avoiding any U.S. federal tax penalties. The recipient of this communication should seek
advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. Investments with DWS are not guaranteed, unless specified. Although
information in this document has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or fairness, and it should not be relied upon as such. All
opinions and estimates herein, including forecast returns, reflect our judgment on the date of this report, are subject to change without notice and involve a number of assumptions which may
not prove valid.

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and loss of income and principal invested. The value
of investments can fall as well as rise and you may not recover the amount originally invested at any point in time. Furthermore, substantial fluctuations of the value of the investment are
possible even over short periods of time. Further, investment in international markets can be affected by a host of factors, including political or social conditions, diplomatic relations, limitations
or removal of funds or assets or imposition of (or change in) exchange control or tax regulations in such markets. Additionally, investments denominated in an alternative currency will be
subject to currency risk, changes in exchange rates which may have an adverse effect on the value, price or income of the investment. This document does not identify all the risks (direct and
indirect) or other considerations which might be material to you when entering into a transaction. The terms of an investment may be exclusively subject to the detailed provisions, including
risk considerations, contained in the Offering Documents. When making an investment decision, you should rely on the final documentation relating to the investment and not the summary
contained in this document.

This publication contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical per-
formance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this material. Forward looking statements involve significant elements of
subjective judgments and analyses and changes thereto and/or consideration of different or additional factors could have a material impact on the results indicated. Therefore, actual results
may vary, perhaps materially, from the results contained herein. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements
or to any other financial information contained herein. We assume no responsibility to advise the recipients of this document with regard to changes in our views.

No assurance can be given that any investment described herein would yield favorable investment results or that the investment objectives will be achieved. Any securities or financial instru-
ments presented herein are not insured by the Federal Deposit Insurance Corporation (“FDIC”) unless specifically noted, and are not guaranteed by or obligations of DWS or its affiliates. We or
our affiliates or persons associated with us may act upon or use material in this report prior to publication. DB may engage in transactions in a manner inconsistent with the views discussed
herein. Opinions expressed herein may differ from the opinions expressed by departments or other divisions or affiliates of DWS. This document may not be reproduced or circulated without
our written authority. The manner of circulation and distribution of this document may be restricted by law or regulation in certain countries. This document is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, including the United States, where such distribution,
publication, availability or use would be contrary to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not currently met within
such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions.

Past performance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future performance. Further information is available upon
investor’s request. All third party data (such as MSCI, S&P & Bloomberg) are copyrighted by and proprietary to the provider.

For Investors in Canada: No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits of the securities described herein and
any representation to the contrary is an offence. This document is intended for discussion purposes only and does not create any legally binding obligations on the part of DWS Group. Without
limitation, this document does not constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you should rely solely on
the final documentation relating to the transaction you are considering, and not the [document - may need to identify] contained herein. DWS Group is not acting as your financial adviser or in
any other fiduciary capacity with respect to any transaction presented to you. Any transaction(s) or products(s) mentioned herein may not be appropriate for all investors and before entering
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into any transaction you should take steps to ensure that you fully understand such transaction(s) and have made an independent assessment of the appropriateness of the transaction(s) in
the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transaction. You should also consider seeking advice from your own advisers
in making this assessment. If you decide to enter into a transaction with DWS Group you do so in reliance on your own judgment. The information contained in this document is based on
material we believe to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates and opinions contained in this document constitute
our judgment as of the date of the document and are subject to change without notice. Any projections are based on a number of assumptions as to market conditions and there can be no
guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. The distribution of this document and availability of these products and services in
certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without our express written permission.

For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda only in compliance with the provisions of the
Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda. Additionally, non-Bermudian persons (including companies) may not carry on or engage in any
trade or business in Bermuda unless such persons are permitted to do so under applicable Bermuda legislation.

© 2023 DWS Investment GmbH, Mainzer Landstrafie 11-17, 60329 Frankfurt am Main, Germany.

All rights reserved.
as of 2/21/23; 094672 (02/2023)
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