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Research Draws on Insights From:

§ 45 PGIM investment professionals
§ 30+ leading academics, policymakers 

and scientists
§ 100+ global institutional investors
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Wide Divergence of Climate Risk Across EM Countries

Climate Risk MSCI Emerging Market Index JP Morgan Global Bond Index - EM
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Source: Notre Dame Global Adaptation Initiative Country Index, data released July 2020
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Share of Global Energy Consumption by Source

Source: “Annual Energy Outlook 2020,” US Energy Information Administration, January 2020
Note: Totals might not add to 100% due to rounding
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PGIM Proprietary Survey of Global CIOs

Source: PGIM 2020 Climate Change Global CIO Survey

Investors use a range of vendors for 
climate-related data and analytics

Few investors go beyond carbon emissions when 
incorporating alternative data
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New Climate Analytics Inform Real Estate Investment

Source: Measurabl, accessed 2020
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Climate Change Creates Risks and Opportunities

Global CIOs were asked 
which asset classes will have 
substantial investment risks 
and investment opportunities 
associated with climate 
change over the long-term

Source: PGIM 2020 Climate Change Global CIO Survey
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Fixed Income: Mispricing Creates Investment Opportunities

Sovereign Debt
§ Adopt a framework that considers both climate vulnerability and readiness

§ Opportunities for active investors to discern between winners and losers

US Municipal Bonds
§ With most muni investors motivated by favorable US tax treatment, climate risk is largely overlooked

§ Long-term active investors can find climate-resilient municipal debt without foregoing yield 

Energy Infrastructure § The long sunset for fossil fuels creates opportunities in midstream energy infrastructure

US P&C Insurance
§ New sources of capital and advances in underwriting have enabled top P&C insurers to better manage exposures

§ Climate events are likely to drive US demand for P&C coverage

Structured Finance
§ Investors are structurally insulated from physical risks to underlying collateral in ABS 

§ In the agency MBS market, government sponsored entities absorb much of the climate risk around the underlying properties
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Climate Impact on Select EM Equity Returns and Volatility

Source: QMA analysis
Note: Negative GDP growth impact from climate change also increases expected volatility in equity markets.
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IMPORTANT INFORMATION

For Professional Investor Use Only. All investments involve risks, including possible loss of principal. Past performance is not indicative of future results.

These materials are for informational or educational purposes only. The information is not intended as investment advice and is not a recommendation about managing or investing assets. In providing these materials, PGIM is not acting as your fiduciary.

PGIM, Inc., the principal asset management business of Prudential Financial, Inc. (PFI), and is an investment adviser registered with the US Securities and Exchange Commission (SEC). Registration with the SEC does not imply a certain level of skill or training. PGIM is a 
trading name of PGIM, Inc and its global subsidiaries.In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR. PGIM Limited is authorised and regulated by the Financial 
Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number 193418). In the European Economic Area (“EEA”), information is issued by PGIM Netherlands B.V. with registered office: Gustav Mahlerlaan 1212, 1081 LA Amsterdam, The Netherlands. PGIM 
Netherlands B.V. is, authorised by the Autoriteit Financiële Markten (“AFM”) in the Netherlands (Registration number 15003620) and operating on the basis of a European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in 
reliance of provisions, exemptions or licenses available to PGIM Limited under temporary permission arrangements following the exit of the United Kingdom from the European Union. These materials are issued by PGIM Limited and/or PGIM Netherlands B.V. to persons 
who are professional clients as defined under the rules of the FCA and/or to persons who are professional clients as defined in the relevant local implementation of Directive 2014/65/EU (MiFID II).

In Singapore, information is issued by PGIM (Singapore) Pte. Ltd. (PGIM Singapore), a Singapore investment manager that is licensed as a capital markets service license holder by the Monetary Authority of Singapore and an exempt financial adviser (registration number: 
199404146N). These materials are issued by PGIM Singapore for the general information of “institutional investors” pursuant to Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”) and “accredited investors” and other relevant persons in 
accordance with the conditions specified in Section 305 of the SFA. In Japan, information is presented by PGIM Japan, Co. Ltd., ("PGIM Japan"), a registered Financial Instruments Business Operator with the Financial Services Agency of Japan. In South Korea, 
information is issued by PGIM, Inc., which is licensed to provide discretionary investment management services directly to South Korean qualified institutional investors on a cross-border basis. In Hong Kong, information is presented by representatives of PGIM (Hong 
Kong) Limited, a regulated entity with the Securities and Futures Commission in Hong Kong to professional investors as defined in Part 1 of Schedule 1 (paragraph (a) to (i) of the Securities and Futures Ordinance (Cap.571). PGIM, Inc. is exempt from the requirement to 
hold an Australian Financial Services License under the Corporations Act 2001 in respect of financial services. PGIM, Inc. is exempt by virtue of its regulation by the Securities and Exchange Commission under the laws of the United States of America, including applicable 
state laws and the application of ASIC Class Order 03/1100. The laws of the United States of America differ from Australian laws. 

These materials represent the views, opinions and recommendations of the author(s) regarding the economic conditions, asset classes, securities, issuers or financial instruments referenced herein. Distribution of this information to any person other than the person to 
whom it was originally delivered and to such person’s advisers is unauthorized, and any reproduction of these materials, in whole or in part, or the divulgence of any of the contents hereof, without prior consent of PGIM is prohibited. Certain information contained herein 
has been obtained from sources that PGIM believes to be reliable as of the date presented; however, PGIM cannot guarantee the accuracy of such information, assure its completeness, or warrant such information will not be changed. The information contained herein is 
current as of the date of issuance (or such earlier date as referenced herein) and is subject to change without notice. PGIM has no obligation to update any or all of such information; nor do we make any express or implied warranties or representations as to the 
completeness or accuracy or accept responsibility for errors. These materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial instrument or any investment management services and should not be used as the 
basis for any investment decision. No liability whatsoever is accepted for any loss (whether direct, indirect, or consequential) that may arise from any use of the information contained in or derived from this report. PGIM and its affiliates may make investment decisions that 
are inconsistent with the recommendations or views expressed herein, including for proprietary accounts of PGIM or its affiliates. Any projections or forecasts presented herein are as of the date of this presentation and are subject to change without notice. The materials 
herein do not take into account individual client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to particular clients or prospects. No determination has been made regarding the 
suitability of any securities, financial instruments or strategies for particular clients or prospects. For any securities or financial instruments mentioned herein, the recipient(s) of this report must make its own independent decisions.

Prudential Financial Inc. (PFI) of the United States is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. The PGIM logo and the Rock 
design are service marks of PFI and its related entities, registered in many jurisdictions worldwide.

© 2021 PFI and its related entities.
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