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THE LONG VIEW

Tracking Progress
on Carbon Emissions

FROM AMBITION TO ACCOUNTABILITY

In 2022, we began a project to better understand how our portfolio companies are addressing
their carbon footprints. This involved assessing which emissions are being measured, the targets
companies have set, and the credibility of their pathways to achieve them. This bottom-up
analysis allows us to track progress over time, prioritise our stewardship activity, and assess
performance against our own climate-related commitments?.

Any information provided in this document relating to specific companies/securities should not be

considered a recommendation to buy or sell any particular companies/securities



With four years of data, we are increasingly able to
move beyond static disclosures and evaluate real-
world progress. This is particularly relevant in the
context of the Paris Agreement, which marked its 10th
anniversary in December 2025. Many companies are
now approaching their first meaningful
decarbonisation milestones, providing a clearer basis
on which to assess execution against ambition.

Recalibrating Ambition

Although many companies set bold early targets,
historically, execution has often proven challenging.
One global study found that over 70% of companies
have fallen behind on initial targets, often reflecting
early over-ambition and an underestimation of
execution complexity?. Against this backdrop, it has
been encouraging to review our portfolio holdings’
progress and see that the majority with targets are on
course to reach their goals.

Cipla, however, is a good example of one that may
have set the original bar too high. The Indian
pharmaceutical company, with its large
manufacturing footprint, set a demanding target to
reach carbon neutrality for its domestic operations by
the end of 2025. Even though it is likely to fall short of
that goal, progress to date has been notable: Scope 1
and 2 emissions? have declined by 58% since 2020,
supported in part by increased adoption of solar
power?,

Importantly, this shift towards renewable energy is
already creating tangible cost savings, too. Cipla is
reviewing its carbon targets, and we anticipate an
updated, more realistic short-term target will be
published in due course. Indeed, many of our
companies have now moved on to 2030 targets, so
we will track progress towards this next milestone in
the coming years.

Diverging Disclosure

Sustainability reporting standards vary in both type
and scope across the emerging markets universe®,
which creates challenges when comparing one
company with another. We are also seeing notable
differences in the pace of improvement from country
to country. For example, we have been pleasantly
surprised by the seriousness with which some of our
investments in China take sustainability reporting, and
the detail they give. Understandably, companies with
global brands, such as medical equipment
manufacturer Shenzhen Mindray and home appliance
maker Midea, have led the way. Both companies have
set themselves realistic targets of reducing their
Scope 1and 2 emissions intensity by 2030.

Domestic-focused companies are catching up, as
shown by Yifeng Pharmacy disclosing data that
conforms with Global Reporting Initiative standards,
although it has not yet set itself any climate-related
goals.

In contrast, improvements in many Indian corporates
have stalled since the introduction of mandatory
business responsibility and sustainability reporting
(BRSR) by the Indian stock exchange regulator in
FY2023. The change forced companies to quickly up
their game and report on various ESG metrics but also
gave them plenty of scope to choose how they report.
This has led to data comparability issues and some
corporates providing the bare minimum to comply
with the rules.

We encourage all companies in which we invest to
improve their reporting standards but it's in India, not
China, where we need to nudge a little harder.

The Cost of Keeping Cool

For grocery retailers and other cold-chain-dependent
businesses, refrigerants are often viewed as a
relatively small operational consideration. However,
their climate impact is disproportionately large. With
global warming potentials (GWPs) thousands of times
greater than CO,, even modest leakages can dominate
direct emissions, turning what appears to be a
technical detail into a central decarbonisation
challenge.

Poland-focused grocery retailer Jeréonimo Martins
provides a clear example of how a sustained,
structured approach can deliver both environmental
and financial outcomes. Since 2015, the company has
systematically phased out high-GWP refrigerants in
favour of natural alternatives such as carbon dioxide,
ammonia and propane. Today, approximately 73% of
its distribution centres and 64% of stores operate on
low-GWP systems. This transition has been
underpinned by €790 million of investment in energy-
efficiency and lower-GWP technologies since 2017,
generating an average payback period of around
three years. In total, the programme has avoided
approximately 1.25 million tonnes of emissions while
also delivering tangible operating cost savings®. By
contrast, Walmart de México remains at an earlier
stage of this transition. Refrigerants currently account
for close to half of its operational emissions,
representing the single largest barrier to achieving its
2040 zero-emissions target. As such, the pace of
technology deployment will be a key determinant of
progress, and this is something we will continue to
engage on.



The Multinational Advantage

Another clear theme emerging from our analysis is the
extent to which companies embedded within
multinational systems are progressing more rapidly
than many locally controlled peers. Our Coca-Cola
bottlers provide a strong illustration. They stand out
not only for the depth of their emissions disclosure,
but also for the breadth of reporting across material
sustainability issues, including water stewardship,
packaging and human rights. This is matched by
tangible progress: they have already achieved
meaningful reductions in operational emissions and
exhibit some of the highest renewable energy
penetration levels within the portfolio.

That said, operating in emerging markets continues to
present structural challenges. This is evident in
Heineken’'s Indian subsidiary, United Breweries.
Despite committing to a 2040 net zero target, the
company has yet to fully map its Scope 3 emissions,
reflecting the complexity and fragmentation of local
supply chains.

Capture the FLAG?

Scope 37 has long been a point of contention for those
predisposed to argue the finer details of accounting,
yet its purpose has always been useful: to capture the
full breadth of a company’s value chain impact. In
recent years, we have seen more and more categories
being added to the exhausting calculation, pushing
companies to better articulate what sits within and
beyond their direct control. Against this backdrop, the
emergence of FLAG versus non-FLAG reporting marks
a meaningful shift.

FLAG refers to Forestry, Land, and Agriculture. A few of
the more progressive companies, particularly those
who operate both in emerging and developed
markets, have begun to make the distinction within
their Scope 3 disclosures. In many ways, this parallels
the market-based versus location-based distinction in
Scope 2, highlighting that some aspects of the value
chain are way out of their control. The hard reality is
that transforming global value chains is not simple:
roughly one-eighth of humanity works in FLAG-related
sectors, overwhelmingly skewed to agriculture®.
Ensuring small-scale farmers in India or Africa align
with Paris Agreement targets is not easy.

Breaking out FLAG helps draw lines around the scale
of this complex issue. Looking ahead, a key question
will be whether this distinction becomes a tool for

companies to alter their long-term targets. It is
important we continue to monitor and engage with

companies on how they are tackling this global
challenge.

Where Climate Hits Capital

For financial institutions, climate exposure ultimately
converges in Scope 3, Category 15: financed
emissions. This is where the reckoning occurs,
capturing the emissions generated by businesses
enabled through bank lending.

Why does this matter? The growing damage from a
warming planet is already creating both direct and
indirect impacts. Directly, physical events are feeding
through into asset quality.

For example, in the Philippines, it is estimated that for
every 1% increase in storm damage caused by a
typhoon, non-performing assets increase by 2.3%°.
Indirectly, there is a rising risk of stranded assets.

As certain activities become uneconomic to finance,
asset values can fall, leaving lenders exposed to
impairments. This risk is not confined to large
infrastructure projects. In Australia, for instance, it is
estimated that 1in 10 homes could become
uninsurable by 2035™. Such outcomes would
effectively render properties unsellable, weakening
collateral values and, in turn, bank loan books. There
is also the possibility that a more latent indirect risk is
building: legal liability for banks financing the largest
emitters of carbon.

Against this backdrop, India remains a laggard on
financed emissions disclosure. The country’s 2070 net
zero target reflects, in part, its structural dependence
on fossil fuels. Currently, only one bank - Yes Bank -
fully reports financed emissions. HDFC Bank has
begun a pilot with the Partnership for Carbon
Accounting Financials (PCAF), and only a couple of
peers are at early stages of disclosure™.

Among the 35 largest banks, only six have set net
zero targets. Kotak stands out as one of just two
banks to have conducted climate scenario analysis,
assessing how a changing climate could impact its
loan book™. As investors in Kotak and HDFC Bank, it is
in our long-term interest to continue pushing for
stronger disclosure and to think about risks to both
assets and reputation.



Conclusion

Our bottom-up analysis continues to benefit from the
improving depth and consistency of company
reporting, but it also reinforces the importance of
looking beyond disclosure alone. The most useful
insights come from tracking whether targets are
credible, whether progress is translating into
operational change, and where structural challenges
remain. Although performance is uneven across
markets and sectors, the overall direction is
encouraging: more companies are measuring what
matters, setting clearer and more realistic objectives,
and beginning to demonstrate delivery.

TABLE 1. — EMISSIONS ANALYSIS SUMMARY
Skerryvore GEM Equity Strategies (Representative Portfolio) - Top 10 holdings by weight

It is this progress that we believe will enable these
companies to thrive in the future and support good
long-term returns. We will continue to build on this
work, using the evidence gathered to inform
investment decisions, focus our stewardship priorities,
and engage with companies where better disclosure,
stronger execution or more credible pathways are still
needed.
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Source: Skerryvore. Using fiscal year end data available (in company sustainability reports and disclosures) as of 30 June 2026.

* Using all commercially reasonable efforts.

# Includes approved science-based target (SBT) / committed SBT / target / no target - in line with methodology (page 10)
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1. See the 'Considering Carbon Risk’ section of this document (page 9 and 10) for more detail.

2. Aldy, J.E., Bolton, P., Kacperczyk, M., & Halem, Z.M. Journal of Applied Corporate Finance (2023), 35(2) 26-34.
Behind schedule: The corporate effort to fulfil climate obligations.

3.Scope 1emissions are those that a company directly owns and controls; Scope 2 are indirect emissions from purchased energy.
4. Cipla Annual Report FY2024-25, p. 16.

5. See, for example, our 2023 article on ‘'The data challenge”: www.skerryvoream.com/uk/insights/long-view/data-challenge and from
2022 'Raising the Standard’ www.skerryvoream.com/uk/insights/long-view/raising-standard.

6. Jeronimo Martins Climate Transition Plan (April 2026), pp. 16 and 25.

7. Scope 3 emissions are indirect emissions from a business’s supply chains. See our 2024 article, ‘Do you know your Scope 3 from your
Scope 4?' www.skerryvoream.com/uk/insights/long-view/do-you-know-your-scope-3-your-scope-4.

8. Food and Agriculture Organization (July 2025 update). Employment indicators 2000-2023 (July 2025 update); Skerryvore.

9. World Bank Blogs (18 April 2023). Banking sector risks in the aftermath of climate change and environmental-related disasters.
10.ABC News (14 January 2025). One in 10 homes could become uninsurable by 2035, analyst warns.

11.Climate Risk Horizons. (May 2026), p. 32. Small Steps for a Big Problem: Despite Climate Crisis, Indian Banks Stuck In Compliance Mode.
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Disclaimer

For professional investors only

This document is issued and approved by Skerryvore Asset
Management Ltd (formerly BennBridge Ltd) (“Skerryvore”).
Skerryvore may be referred to herein as the Investment
Manager, Investment Adviser or Firm. The Firm is based at 45
Charlotte Square, Edinburgh EH2 4HQ in the United Kingdom.
The registered office of the Firm is Windsor House, Station
Court, Station Road, Great Shelford, Cambridge CB22 5NE.

Skerryvore is authorised and regulated by the Financial
Conduct Authority in the UK and is registered as an investment
adviser with the U.S. Securities and Exchange Commission
("SEC") (registration of an investment adviser does not imply
any level of skill or training). The information in this document
has not been approved or verified by the SEC or by any state
securities authority.

As at the date of this document, the Firm manages the
following Emerging Market Equity strategies; the Skerryvore
Global Emerging Markets Equity Strategy (“GEM Equity"”) and
the Skerryvore Global Emerging Markets Equity All-Cap
Strategy (“GEM All-Cap”), each a "Strategy”.

Skerryvore provides this material as a general overview of the
Firm, our processes and our investment capabilities. It has been
provided for informational purposes only. It is not a
recommendation of, or an offer to sell or solicitation of an offer
to buy, any particular security, Strategy or investment product
that may be referred to herein and must not be construed as
investment or financial product advice. The Firm has not
considered any reader's financial situation, objective or needs
in providing the relevant information. For the avoidance of
doubt, this information has not been tailored to the needs of
the recipient.

This material may contain privileged and confidential
information and is intended only for the recipient/s. Any
distribution, reproduction or other use of this presentation by
recipients is strictly prohibited. If you are not the intended
recipient and this document has been sent or passed on to you
in error, please contact us immediately. Confidentiality and
privilege are not lost by this document having been sent or
received.

The value of investments may fall as well as rise and you may
not get back your original investment. Past performance is not
indicative of future performance or returns. The Firm has taken
all reasonable care to ensure that the information contained in
this material is accurate at the time of its distribution, no
representation or warranty, express or implied, is made as to
the accuracy, reliability or completeness of such information.

Broad-based securities indices are unmanaged and are not
subject to fees and expenses typically associated with
managed accounts or investment funds. The performance of
the index represents unmanaged, passive buy-and-hold
strategies, investment characteristics and risk/return profiles
that differ materially from managed accounts or investment
funds, and in investment in a managed account or investment
fund is not comparable to an investment in any index or in the
securities that comprise the indices. The volatility of the index
may be materially different from the individual performance
attained by a specific investor.

In addition, a Strategy’s holdings may differ significantly from
the securities that comprise the index. The index has not been
selected to represent an appropriate benchmark to compare an
investor's performance but rather is disclosed to allow for
comparison of the investor’s performance to that of certain
well-known and widely recognized indices.

You cannot invest directly in an index. Information is current as
at the date of this document and may change without prior
notice. This document may not be reproduced or distributed by
the recipient, in whole or part, except that this document may
be provided to the recipient’s advisers in connection with an
evaluation of a potential investment.

Any projections, market outlooks or estimates contained in this
document constitute forward looking statements and are
based on certain assumptions and subject to certain known
and unknown risks. Accordingly, such forward looking
statements should not be relied upon as being indicative of
future performance or events. The information provided in this
document relating to specific stock examples should not be
considered a recommendation to buy or sell any particular
security.

An investment in a Strategy should be viewed as medium to
long term. Potential investors in Emerging markets should be
aware that investments in these markets can involve a higher
degree of risk. An investment should only be made by those
persons who could sustain a loss on their investment. It should
not constitute a substantial portion of an investment portfolio
and may not be appropriate for all investors. The value of
investments and the income from them may go down as well
as up and may be subject to sudden and large falls in value. An
investor may lose their entire investment.

The Firm's research for this document is based on current
public information that the Firm considers reliable, but the Firm
does not represent that the research or the document is
accurate or complete and it should not be relied on as such.
The views and opinions contained herein are those are those of
Glen Finegan and his team. They do not necessarily represent
views expressed or reflected in other Firm investment
communications or strategies and are subject to change.

The distribution of this document and the offering of or
entering into an agreement with regards to a Strategy may be
restricted in certain jurisdictions. No person receiving a copy of
this document in any such jurisdiction may treat this document
as constituting marketing or an invitation to them to enter into
an agreement with regards to a Strategy. It is the responsibility
of any persons in possession of this document, including
individuals who may be employed by or a consultant to the
recipient, to inform themselves of, and to observe, all
applicable laws and regulations of any relevant jurisdiction. If
any recipient, including individuals, is or becomes aware that
the receipt of this document by them contravenes any law or
regulation, they must destroy it or return it to the Firm
immediately.

Prospective clients should inform themselves as to the legal
requirements of entering into an agreement and any applicable
exchange control regulations and taxes in the countries of
their respective citizenship, residence, or domicile.

Although the information in this document is believed to be
materially correct as at the date of issue, no representation or
warranty, express or implied, is given as to the accuracy,
reliability, or completeness of any of the information provided
as at the date of issue or at any future date. Certain information
included in this document is based on information obtained
from third-party sources considered to be reliable. Any
projections or analysis provided to assist the recipient of this
document in evaluating the matters described herein may be
based on subjective assessments and assumptions and may
use one among many alternative methodologies that produce
different results.
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Accordingly, any projections or analysis should not be viewed
as factual and should not be relied upon as an accurate
prediction of future results. Furthermore, to the extent
permitted by law, the Adviser and its affiliates, agents, service
providers and professional advisers assume no liability or
responsibility and owe no duty of care for any consequences of
any person acting or refraining from acting in reliance on the
information contained in this document or for any decision
based on it.

FOR INVESTORS RESIDING IN THE UNITED
KINGDOM OR THE EUROPEAN ECONOMIC AREA

In the United Kingdom this document is only available to
professional investors meeting the criteria for Professional
Clients set out in COBS3.5 of the Conduct of Business
Sourcebook in the Financial Conduct Authority’s Handbook of
rules and guidance.

FOR PROSPECTS OR CLIENTS RESIDING IN CANADA

Please be advised that the Firm is not registered in any
province in Canada. As at the date of this document, the Firm
satisfies the requirements set out in section 8.26 of National
Instrument 31-103 to reply on the International Adviser
Exemption in the provinces of Alberta, British Columbia, Ontario
and Quebec.

FOR INVESTORS RESIDING IN AUSTRALIA
OR NEW ZEALAND

In Australia this document and investment in a Strategy is only
made available to professional investors meeting the criteria
for wholesale clients as defined in section 761G of the
Corporations Act 2001 (Cth) (Corporations Act). In New Zealand
this document and investment in a Strategy is only available to
investors meeting one of the criteria to be considered a
wholesale investor under clause 3(2) of Schedule 1 of the
Financial Markets Conduct Act 2013 (New Zealand) (FMC Act).
The receipt of this material by a prospective New Zealand
investor does not constitute an offer, or part of an offer, of
financial products or securities and this publication is not a
product disclosure statement or any other form of offer or
disclosure document.

This information is issued and approved by Skerryvore Asset
Management Ltd (formerly BennBridge Ltd) (“Skerryvore”).
Skerryvore is exempt from the requirement to hold an
Australian financial services licence under the Corporations Act
pursuant to ASIC Instrument 25-0112, issued under section
926A(2)(a) of the Corporations Act. This exemption enables
Skerryvore to provide financial product advice and to deal in
financial products in relation to foreign exchange contracts,
securities and interests in a managed investment scheme (that
is not required to be registered under Chapter 5C of the
Corporations Act) in Australia to wholesale clients only. As any
offer of financial products Skerryvore may make in New
Zealand is limited to wholesale investors, Skerryvore is not
required to be licensed or registered under the FMC Act to
make any such offer, and any such offer if made will not
constitute a regulated offer for the purposes of the FMC Act.

Skerryvore is authorised and regulated by the Financial
Conduct Authority (with Firm Reference Number 769109) under
UK laws, which differ from Australian and New Zealand laws.

This publication is not an offer of investment or financial
product advice. Skerryvore has prepared this publication based
on information available to it. Although all reasonable care has
been taken to ensure that the facts and opinions stated herein
are fair and accurate, the information provided has not been
independently verified. Accordingly, no representation or
warranty, expressed or implied, is made as to the fairness,
accuracy or completeness or correctness of the information
and opinions contained within this document. Whilst
Skerryvore has taken all reasonable care in producing the
information herein, subsequent changes in circumstance may
at any time occur and may impact on the accuracy of this
information. Neither Skerryvore, nor its directors or employees,
guarantee the success of Skerryvore's funds, including any
return received by investors in the funds. Past performance is
not necessarily a guide to future performance. The information
contained within this document is a general summary only and
has been prepared without taking into account any person’s
individual objectives, financial circumstances or needs. Before
making any decisions to invest, a person should consider the
appropriateness of the information to their individual
objectives, financial situation and needs, and if necessary, seek
advice from a suitably qualified professional. Information in this
publication is current as at the date of this document, unless
stated otherwise.

This publication includes ‘forward-looking statements’. These
forward-looking statements are based on current views,
expectations and beliefs as at the date they are expressed.
They involve known and unknown risks, uncertainties and other
factors that could cause the actual results, performance or
achievements of Skerryvore to be materially different from
those expressed or implied by the forward-looking statements.
Accordingly, there can be no assurance or guarantee regarding
these statements, and you must not place undue reliance on
these forward-looking statements. Skerryvore disclaims any
responsibility for the accuracy or completeness of any forward-
looking statements.

Telephone calls may be recorded for training and monitoring
purposes.

RISK FACTORS

= (Capitalis at risk and there is no guarantee the Strategy will
achieve its objective. Investors should make sure their
attitude towards risk is aligned with the risk profile of the
Strategy.

= Past performance does not predict future returns. The value
of investments and the income from them may go down as
well as up and investors may not get back the amounts
originally invested.

= The Strategy does not hedge currency exposure. If the
currency of the investment is different from the local
currency in the country in which you reside, the figures
shown in this document may increase or decrease if
converted into your local currency.

= Equity prices fluctuate daily, based on many factors
including general, economic, industry or company news. In
difficult market conditions, the Strategy may not be able to
sell a security for full value or at all. This could affect
performance.

® Investments in Emerging markets can involve a higher
degree of risk.
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SKERRYVORE lan Tabberer

Portfolio Manager
45 Charlotte Square, Edinburgh EH2 4HQ

. lan.Tabberer@skerryvoream.com
clients@skerryvoream.com

+44 (0) 131202 3074

Sarah Monaco
Investment Director

Sarah.Monaco@skerryvoream.com
+44 (0) 131202 3086

OUR GLOBAL DISTRIBUTION PARTNERS

FRONTIER ONE LLC - USA BENNELONG - AUSTRALIA

1033 Skokie Boulevard, Suite 260 Level 21, 20 Bond Street, Sydney NSW 2000

Northbrook, IL 60062
Bennelong House, 9 Queen Street

Jason Ciaglo Melbourne VIC 3000
jciaglo@frontieronellc.com

Bill Forsyth
bforsyth@frontieronellc.com

Level 38, Riparian Plaza
71Eagle Street, Brisbane QLD 4000

client.experience@bennelongfunds.com
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