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CPS versus Reality

IEA’s Current Policies Scenarios (CPS) came back for |Oiland gas demand torise for 25 years without
global change of course, says IEA
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climate change

* Assumes no new climate policy to 2050

* Headlines misinterpret as proof of O&G growth

* But industry behaviour tells the real story...
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In its latest World Energy Outlook, the IEA warned there would be no meaningful fall in CO, emissions if the world
continued along its current trajectory © Apu Gomes/AFP/Getty Images Source . FT
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India to drive global oil demand growth till 2050
as IEA revises forecast upward
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Plateau thinking...

Upstream oil and gas investment in real terms and rebased to 2021 cost levels, 2015-2025
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... Or a quiet retreat?

Upstream oil and gas investment by company type, 2015-2025
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But retreat does not equal alignment

Serious problems remain...

* High cost, long-cycle new
projects continue

* Climate alignment lacking

* Even credit downgrades
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‘ Source: Various headlines; see Paris Maligned 3 at www.carbontracker.org for analysis
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Contradictory signals investors must read together

* Forever demand, or “energy
addition” theories by

incumbents — encapsulated by
the CPS.

* Investment stalling,
exploration down 60%,
unviable expansion options

*  Meanwhile, $30/bbl
forecasts and EMs decline
LNG deliveries...
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https://carbontracker.org/the-quiet-retreat-why-the-oil-and-gas-industry-is-implementing-its-own-decline-even-as-the-iea-resurrects-an-old-growth-scenario/

Investors must recognise both truths

Changing energy investment from the old to the new system

O&G sector is quietly exiting long-term growth
But legacy capital misallocation continues

New fossil investments present increasing risk

Fixed-income: asymmetric downside
Equity: opportunity cost vs electrification ecosystem

Regulators: decommissioning liabilities are mounting!
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Carbon Tracker is a non-profit company set up to produce new thinking on climate risk. The organisation is funded by a range of
European and American foundations. Carbon Tracker is not an investment adviser, and makes no representation regarding the
advisability of investing in any particular company or investment fund or other vehicle. A decision to invest in any such investment fund
or other entity should not be made in reliance on any of the statements set forth in this publication. While the organisations have
obtained information believed to be reliable, they shall not be liable for any claims or losses of any nature in connection with
information contained in this document, including but not limited to, lost profits or punitive or consequential damages. The information
used to compile this report has been collected from a number of sources in the public domain and from Carbon Tracker licensors. Some
of its content may be proprietary and belong to Carbon Tracker or its licensors. The information contained in this research report does
not constitute an offer to sell securities or the solicitation of an offer to buy, or recommendation for investment in, any securities within
any jurisdiction. The information is not intended as financial advice. This research report provides general information only. The
information and opinions constitute a judgment as at the date indicated and are subject to change without notice. The information may
therefore not be accurate or current. The information and opinions contained in this report have been compiled or arrived at from
sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made by Carbon Tracker
as to their accuracy, completeness or correctness and Carbon Tracker does also not warrant that the information is up-to-date.’
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