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Taking the bull by the horns

Kumar Manish

= India announces 2070 net zero target, exceeding the global community’s
researchreport@bobcaps.in

expectation in our view

= Other announcements, though ambitious, are largely in line with India’s

planned energy transition trajectory

= We believe clean energy capex is likely to accelerate across energy

efficiency, renewables, EVs and hydrogen

India announces several measures at COP26: India has announced several
climate-related targets at COP26 (the 26™" session of Conference of Parties — the
2021 annual UN climate change conference). These include net zero by 2070 and a
slew of 2030 targets, namely 500GW of non-fossil fuel generation capacity, 50% of
energy generation from renewable sources, reduction of 1bn tonnes of carbon from
its assumed trajectory, and a 45% cut in carbon intensity of GDP (we believe this is
above the 2005 level, though we await the formal policy document).

2070 net zero target a significant development: As highlighted in our note titled
Climate Colonialism of 25 October 2021, pressure was being built on India to
declare its net zero target. As per a report by IPCC (Intergovernmental Panel on
Climate Change), the world must achieve net zero by 2050 and 2070 respectively to
contain the global temperature rise below 1.5°C and 2°C by 2100 versus pre-
industrial levels. We expect most developed economies to commit to a net zero
target by 2050 and developing economies to commit to 2070 targets going forward.

“LIFE” acknowledges disproportionate carbon dump: India’s focus on Lifestyle for
Environment (LIFE) indirectly brings out the irony that western countries have much
higher living standards and thus very high per capita emission, while they continue to
expect a sharp reduction from countries like India with much lower standards of living —
the point being that the western lifestyle cannot be protected at the cost of developing
countries and that a common minimum living standard must be accepted as a baseline
to impose a carbon target on individual countries. As a corollary, poorer countries are
likely to insist on US$ 1tn in green investments from the developed world over ten years.

Impact on equity market: We continue to maintain that emitting industries such as
coal, steel and refiners will be under pressure while sectors leveraged to energy
efficiency, renewable chain, EVs and hydrogen will continue to attract interest.
Please see our report Clean your way up of 9 June 2021 for a detailed climate
impact analysis on the equity market.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures, including any required research certifications, are provided at the end of this report. A


https://www.barodaetrade.com/Reports/IndiaStrategy-ClimateAction25Oct21-Research.pdf
https://www.barodaetrade.com/reports/IndiaStrategy-ClimateAction(WatchOut)9Jun21-Research.pdf
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Focus charts

Fig 1 — Per capita carbon emission to remain high for
industrialised nations, relatively low for India
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Fig 2 — 1965 country ranking on per capita emission (PCE)
shows direct relationship between income and emission...
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Fig 3 — ...while 2019 PCE ranking highlights Russia and
China’s above-trend emissions

Source: BOBCAPS Research, BP Statistical Review, World Bank

Fig 4 — India’s carbon intensity well on track to meet Paris
commitment
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Fig 5 — India’s carbon emission dominated by coal

Source: BP Statistical Review, World Bank data, BOBCAPS Research | Note: Carbon intensity is calculated as
CO2/GDP

Fig 6 — Renewable power with storage now competitive
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Other targets largely in line

India is already working on a plan to achieve 450GW of renewable capacity by 2030.
The addition of 50GW to this target is not very significant though the target itself
looks challenging.

Note that non-fossil fuel generators currently account for just a third of India’s energy
generation, so the announced 50% target from renewable sources by 2030 would be
possible only if a significant part of the planned 500GW capacity is indeed installed.

On the carbon intensity front, India is already down to ~0.85kg CO2/USD against the
required 0.80kg by 2030 which should be easily achievable in our view. This in turn will
cover the targeted reduction of 1bn tonnes of carbon from its assumed trajectory by 2030.

Fig 7 — India’s carbon intensity well on track to meet Paris commitment
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Sunset for coal
We believe that the G20’s decision to stop funding overseas coal projects will likely

result in a drying up of ECBs as a source of debt and FDI as a source of equity. This
would have an adverse impact on coal projects globally, including in India.
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Disclaimer

Recommendation scale: Recommendations and Absolute returns (%) over 12 months

BUY — Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly
in line with the recommendation scale as shown above.

Rating distribution

As of 31 October 2021, out of 105 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 52 have BUY ratings, 25 have HOLD ratings, 6
are rated ADD*, 2 are rated REDUCE* and 20 are rated SELL. None of these companies have been investment banking clients in the last 12 months. (*Our ADD
and REDUCE ratings are in the process of being migrated to the new recommendation structure.)

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views
about the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the
specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India
Limited and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its
various subsidiaries engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among
others.

BOBCAPS's activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any
regulatory authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHO000000040 valid till
03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017. BOBCAPS CIN Number: U65999MH1996GO1098009.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer,
director, or advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or
potential conflicts of interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this
material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would
be illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS'’s clients. It does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or
recommendation in this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does
not provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions
— including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable
for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on
as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the
information discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have
“long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add
to or dispose of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of
companies discussed in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek
to perform investment banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other
committee of these companies.
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For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced
by foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed
in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014

The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date
of publication of this report.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based
on any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS's associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment
banking services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory
services in a merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking
or merchant banking or brokerage services from the subject company in the past 12 months.
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