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Hello and welcome to the weekly edition of Sustainability Now, the show where we explore how the
environment, our society, and corporate governance affects and are affected by our economy. | am
Gabriela de la Serna and | am your host for today's episode. We've been hearing about the energy
transition for years and we've been looking forward to a green future powered by renewables, but here
we are and it doesn't quite look that way. EV sales are soaring, but so is coal demand. So, if this
transition is supposed to be inevitable, why does it look so uneven? As | record this episode, thousands
of policymakers from around the globe are gathering in Brazil for COP30, reminding us that uneven
doesn't mean unraveling. On today's episode, we'll unpack what's driving that uneven progress and
what it means for investors trying to navigate it. So, let's jump right in.

Speculating about the future isn't new. Humans have been doing it for thousands of years. Sometimes
we nail it, sometimes we miss completely, but most of the time we land somewhere in between. But we
definitely thought 2025 would look a little different. In the second part of the movie Back to the Future,
the characters traveled to the year 2015, where hoverboards, flying cars, and self-lacing sneakers are
everywhere. And beyond Hollywood, there were real-world predictions too. Around that time, world
leaders were calling clean energy the next great economic race. And in many ways, they were right.
Countries like China have built huge industries around renewables, electric vehicles, and batteries. And
investors have seen that pay off in recent months as clean tech stocks bounce back.

Back then, it was easy to imagine the energy transition would follow a linear and simple chain of events.
Technology would advance, costs would fall, policy would give a gentle nudge, clean tech would spread,
and global emissions would drop. But here we are in 2025 and the picture's more complicated than that
and it's also full of contradictions. Yes, clean energy is at record highs, but oil and gas profits are also up.
So, the transition isn't quite the smooth, predictable journey we imagined. It's uneven, but that
unevenness isn't all bad news. It's also creating opportunities for the countries, for the companies, and
for the investors who can move first and adapt fastest. My colleague, Anthony Chan, out of our
Singapore office, has been looking at these uneven transition from a few different angles. And first, |
wanted him to tell me why it has been so uneven or if there's a helpful way to make sense of what's
been going on.

Anthony Chan

When people think about the energy transition, you often see it through the lens of whether countries are
hitting their emissions targets or whether companies are keeping to their net-zero promises. When they
see that the emissions continue to rise or when some companies walk back on their climate targets, they
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think that the transition is actually not working. But | think these observations actually tell us something
that's even more important. What are the factors that drive or slow down progress in the energy
transition, rather than looking at just companies or countries based on their pledges or headlines? |
mean, after all, when we look at the energy transition, this is a full-scale change in how we produce and
use energy. And this type of change at a very fundamental and systems level will naturally take time.

Gabriela de la Serna

So, maybe we're judging progress on the energy transition by the wrong measures. We tend to focus on
company emissions or whether countries are on track to hit their net-zero goals. And that makes sense
for impact-focused investors who want to see real cuts in emissions. But for investors thinking about
financial risk, that view doesn't tell the full story. The energy transition is a massive system-wide shift,
and that kind of change doesn't happen overnight. Anthony pointed out that the real story lies in the mix.
The way technology, costs and policy all move at different speeds, and that's what makes the transition
so complex. It's not just about whether companies want to cut emissions, it's about whether they can
and whether they already have the tools to do it.

To dig deeper into this, Anthony and our colleagues, Shitiz Chaudhary and Chris Cote, recently published
a paper called “Setting Expectations Amid a Bumpy Transition”. The paper uses MSCI's new Energy
Transition Framework to help investors understand what's driving transition risks and opportunities
across different sectors and regions. And what's really helpful is that investors can take this framework
and figure out if a company is in a good position to capitalize on the transition, and if it isn't, what hurdles
might be getting in the way.

Anthony Chan

So, when we talk about companies being ready for the transition, there are three keywords to look out
for, technology, affordability, and policy. First, is the technology available for them to transition? Second,
are these technologies affordable? Third, is there policy that's supporting the adoption of these
technologies? On technology, the point here is to understand that the ability for different sectors and
different industries to apply technologies to decarbonize differ. We need to identify what's already
available, and deployable today, and separate them from what's still in development. For example,
electric vehicles and renewable energy. For these technologies, they're already widely available. But for
many others, such as in heavy industries, to raise new technologies to replace heat processes or new
construction materials, research and development is still needed.

The second key part is affordability. Even if technology is available, we need to understand whether
companies can actually invest in them and make them work commercially. One part of this is about
achieving greater efficiencies and scale, so that the unit cost of the new technologies are much lower.
But another part of this is also about financing gaps, whether companies have the financial capacity to
invest in these technologies or be able to raise capital in a cost-effective manner for the market. And
finally, policy really matters, especially the stability and the clarity of policies. It is difficult for companies
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to make long-term investment decisions in decarbonization, if they cannot be certain that the policies will
endure.

Gabriela de la Serna

So, it might seem like a messy picture, but it definitely makes a lot more sense when you look at things
from a certain angle. Not every sector has the same options. Not every company can afford them and
not every country offers the same policy support. Put that together and you get a transition that is
happening, but at very different speeds. And for investors, it all might boil down to predictability. Carbon
capture and storage for oil and gas companies or sustainable aviation fuel for airlines may sound like
promising transition-friendly options, but you might be more comfortable putting dollars into these
technologies if you think that these are likely to be closer to cost-parity in the next couple of years. And
also, if governments are likely to create favorable policy environments for them. So, really, context and
timing are the name of the game here, but there are already lessons to be learned. The very recent
history of the energy transition can help shine light on how the next few years might unfold.

Anthony Chan

So, I think we've really learned a lot over the last five years. And | think we can highlight two examples,
electric vehicles and hydrogen. For electric vehicles, if you think about where we were five years ago, it
still felt a little bit uncertain. People were worried about the reliability and costs of electric vehicles, but
that has really changed a lot over the last couple of years. Electric vehicles have gone mainstream. In
fact, in China, half of all the new cars sold in early 2025 were electric vehicles. And here, policy has
played a huge part in making electric vehicles much commercially, much more affordable. For example,
vehicular emission standards were applied to make internal combustion engine vehicles more costly.
And there are also tax exemptions and tax credits that made EVs more accessible.

One thing we also observed is that when these incentives disappear, as we've seen in some parts of the
world, electric vehicle sales do drop. And that shows how consistent policy is really critical. Another
example we could look at is hydrogen. Here we move from height and a lot of hope to the hard realities
of implementation. Green hydrogen today is still expensive. In many instances, they're not likely to
achieve cost parity within the shorter medium term against gray hydrogen. The key bottlenecks here are
about technology, for example, achieving greater efficiencies in electrolysis and ensuring that we have
the right supply chains that can allow the hydrogen economy to grow. Policy is also a big factor in
making the technologies more affordable and more deployable.

Gabriela de la Serna

If the past few years have taught us anything, it's that the technology alone is not enough. Policy has to
keep pace for real progress to happen. So, what does this all mean for investors? It really depends on
goals and time horizons. Those more focused on risk and return outcomes over a shorter time horizon,
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certainly should look into these drivers of policy stability to understand how that could impact investment
returns. But long-term investors, the ones with patient capital, can take a different role, backing the
companies that need time and support to transform to drive the transition forward. We started the
episode talking about sci-fi movies. And unfortunately, for our Back to the Future fans out there, we may
still be bad at predicting when we'll have flying cars and self-tying shoes. But good news is that we're
getting a lot better at figuring out how and where this energy transition is going to happen.

And that is it for the week. A massive thanks to Anthony for his take on the news with a sustainability
twist. And thanks to you as well for listening and sticking around. The research that we discussed on
today's show is freely available on MSCI's research and insights page. If you like this episode, don't
forget to subscribe and maybe even share it with a friend or colleague. That's all for me. Thanks again
and catch you next week.

The MSCI ESG Research podcast is provided by MSCI ESG Research, LLC, a registered investment
advisor under the Investment Advisors Act of 1940, and a subsidiary of MSCI Inc. Except with respect to
any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products or
services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer,
securities, financial products or instruments, or trading strategies. And MSCI's products or services are
not intended to constitute investment advice or recommendation to make, or refrain from making any
kind of investment decision and may not be relied on as such.

The analysis discussed should not be taken as an indication or guarantee of any future performance,
forecast or prediction. The information contained in this recording is not for reproduction in whole or in
part without prior written permission from MSCI ESG Research. Issues mentioned or included in any
MSCI ESG Research materials may include clients of MSCI or suppliers to MSCI and may also purchase
research or other products or services from MSCI ESG Research.

MSCI ESG Research materials, including materials utilized in any MSCI ESG indexes or other products,
have not been submitted to nor received approval from the United States Securities and Exchange
Commission or any other regulatory body. The information provided here is as is. And the user of the
information assumes the entire risk of any use it may make or permit to be made of the information.
Thank you.
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Notice and Disclaimer

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property
of MSCI Inc. or its subsidiaries (collectively, “"MSCI"), or MSCI's licensors, direct or indirect suppliers or any third party involved in making or compiling any
Information (collectively, with MSCI, the “Information Providers") and is provided for informational purposes only. The Information may not be modified,
reverse-engineered, reproduced or redisseminated in whole or in part without prior written permission from MSCI. All rights in the Information are reserved by
MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without limitation), the
Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring, managing
or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from
the Information or any other MSCI data, information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION
PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO BE
OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY
DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS,
NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE
INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability
regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if notified of the
possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without
limitation (as applicable), any liability for death or personal injury to the extent that such injury results from the negligence or willful default of itself, its
servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis,
forecast or prediction. Past performance does not guarantee future results.

The Information may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are derived from calculations
using historical data. Neither these Signals nor any description of historical data are intended to provide investment advice or a recommendation to make (or
refrain from making) any investment decision or asset allocation and should not be relied upon as such. Signals are inherently backward-looking because of
their use of historical data, and they are not intended to predict the future. The relevance, correlations and accuracy of Signals frequently will change
materially.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or
clients when making investment and other business decisions. All Information is impersonal and not tailored to the needs of any person, entity or group of
persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any
trading strategy.

It is not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available
through third party investable instruments (if any) based on that index. MSCI does not issue, sponsor, endorse, market, offer, review or otherwise express any
opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide
an investment return related to the performance of any MSCI index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index
Linked Investments will accurately track index performance or provide positive investment returns. MSCI Inc. is not an investment adviser or fiduciary and
MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage
actual assets. The calculation of indexes and index returns may deviate from the stated methodology. Index returns do not reflect payment of any sales
charges or fees an investor may pay to purchase the securities underlying the index or Index Linked Investments. The imposition of these fees and charges
would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are frequently material
differences between back tested performance results and actual results subsequently achieved by any investment strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant
index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI. Inclusion of a security
within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI
indexes. More information can be found in the relevant index methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc.'s revenue includes fees based on assets in Index Linked
Investments. Information can be found in MSCI Inc.'s company filings on the Investor Relations section of msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Neither MSCI nor any
of its products or services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or
instruments or trading strategies and MSCI's products or services are not a recommendation to make (or refrain from making) any kind of investment
decision and may not be relied on as such, provided that applicable products or services from MSCI ESG Research may constitute investment advice. MSCI
ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the
United States Securities and Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, research and data are produced by MSCI
ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information from MSCI ESG
Research LLC. MSCI Indexes are administered by MSCI Limited (UK) and MSCI Deutschland GmbH.

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or MSCI Inc.
(collectively, "MSCI") and that these relationships create potential conflicts of interest. In some cases, the issuers or their affiliates purchase research or other
products or services from one or more MSCI affiliates. In other cases, MSCI ESG Research rates financial products such as mutual funds or ETFs that are
managed by MSCI's clients or their affiliates, or are based on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity indexes include companies that
subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they manage. MSCI ESG Research has
taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of its research and ratings. More information
about these conflict mitigation measures is available in our available at https://adviserinfo.sec.gov/firm/summary/169222.
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product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United States and other jurisdictions. The Global
Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P Dow Jones Indices. “Global Industry Classification
Standard (GICS)" is a service mark of MSCI and S&P Dow Jones Indices.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it deal
on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research product or service supports, promotes or is
intended to support or promote any such activity. MSCI ESG Research is an independent provider of ESG data.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.
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