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COP preview:
managing expectations

Both the COP 29 annual meeting dedicated to
climate action, and its biodiversity counterpart
COP 16, take place in the coming weeks.

In a year when politics and the impacts of

Key takeaways

« COP 29 and its biodiversity counterpart COP 16
come at a time when new global temperature

climate change have sometimes conflicted, records have reinforced the urgency of climate
accelerating global coordination and finance action.
.. . . + COP 29 is being billed as the “finance” COP, but
is increasingly urgent. Expectations for both expeciationsiofimeaningfulproaress appear
meetings are low, but the potential is huge. modest.

« Clarification on financing the transition, climate
Last December’s COP 28 preceded confirmation that pressures on health, and the role of technology will
2023 was the warmest year in history, and 2024 recorded be key topics.
the warmest summer ever. The UN WMO! estimates these * The conference will set the tone for the next wave
records will be broken in the next few years, underscoring of sovereigns’ climate action plans.

that acting to limit global temperatures remains critical.

Against this backdrop, COP 29 is being described

as the “finance COP”, where the hope is that earlier
discussions on the role of finance and Article 6 of the
Paris Agreement — where countries can transfer carbon
credits to help other countries meet climate targets? — can
be tightened into a clarification of a financing framework
for transition to a 1.5°C world.

Matt Christensen
Global Head of
Sustainable and
Impact Investing

1 World Meteorological Organization, 2024
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https://wmo.int/about-wmo/overview
https://unfccc.int/process-and-meetings/the-paris-agreement/article-64-mechanism
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However, expectations appear modest for COP 29.

The SB60 hosted in Bonn?, where technical details are
discussed before the conference, was widely considered
as disappointing. The UN Climate Change Secretary
highlighted a “very steep mountain to climb to achieve
ambitious outcomes in Baku” - the location of COP 29.

Climate finance discussions will likely centre on
supporting the most vulnerable economies, seeking

an agreement on a new collective quantified goal and
on how to finance the Loss and Damage* Fund. At the
same time harmonising almost 50 regions’ sustainability
taxonomies into a single framework, and mandatory
sovereign disclosures are relevant debates to channel
capital flows.

With that in mind, we look forward to hearing the impact
of a five-yearly series of “global stocktakes”* introduced
at COP 28. The outcome of the first global stocktake will
inform sovereigns’ updates to their climate action plans
(known as Nationally Determined Contributions). These
will be communicated in 2025 providing a 10-year plan
to 2035.

The location of the conference is likely to be a talking
point again, given oil and gas accounts for 47.8% of
Azerbaijan’s GDP, and the President of Azerbaijan, Ilham
Aliyev, has declared the intention to continue expanding
developing gas activities. Meanwhile, six of the G7
countries pledged this year to phase out unabated coal
power production in the first half of the 2030s. That

said, the country has announced a series of initiatives to
decarbonise its energy mix, especially around hydrogen,
which makes sense given the country’s gas reserves.

Two topics that are gaining traction stand out on this

year’s agenda:
@ and a Ministerial Declaration on Climate and

Health endorsed by over 140 member states.
As new record temperatures and impacts from climate
change put further pressure on an already burdened
global health system, we expect this topic to be even
more prominent this year.

Health: this was a central issue at COP 28,
with its first dedicated day at the conference

Technology: interest in financing climate

solutions at COP 28 was evident, as

highlighted in our sustainability themes

for 2024. Perhaps creating carbon capture

technologies is considered easier than
achieving the behavioural change needed for a
meaningfully lower footprint. Investments in climate
technologies have steadily increased over the last
decade through volatile markets, and now account for
approximately 10% of all venture capital deal activity.®
If COP 29 can further accelerate and scale up funding
for climate solutions, this will help reduce a challenging
funding gap. A whole day dedicated to science,
technology and innovation could springboard the
next wave of climate solution investments. The explicit
addition of digitalisation to the agenda, for the first time,
signals a clear recognition of its power and the will to
leverage it as a catalyst for achieving net zero.

Will COP 16 complement COP 29?

Preceding COP 29 by several weeks, COP 16, otherwise
known as the Biodiversity COP, will be the first since the
adoption of the Kunming-Montreal Global Biodiversity
Framework” at COP 15 in December 2022. Agreed by
195 countries the framework includes 23 global targets
to be achieved for the safeguarding and sustainable use
of biodiversity. This year’s conference will be tasked with
reviewing progress of the framework’s implementation
towards the goal of first halting and then reversing
biodiversity loss by 2030.

Almost two years since COP 15, progress has been
limited, primarily driven by voluntary actions from

3 SB60is the Bonn Climate Change Conference which takes place in June for two weeks to work across a range of issues where progress is needed on the

path to COP2, UNCC, June UN Climate Meetings (SB 60), June 2024
UNEP, Loss and damage, 2024
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PwC Analysis, State of Climate Tech, 2023
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https://unfccc.int/topics/global-stocktake
https://ap.allianzgi.com/en/insights/market-insights/outlook-and-commentary/sustainable-investing-five-themes-for-2024
https://ap.allianzgi.com/en/insights/market-insights/outlook-and-commentary/sustainable-investing-five-themes-for-2024
https://unfccc.int/sb60
https://www.unep.org/topics/climate-action/loss-and-damage/about-loss-and-damage
https://unfccc.int/topics/global-stocktake
https://www.pwc.com/gx/en/issues/esg/state-of-climate-tech-2023-investment.html
https://www.cbd.int/doc/decisions/cop-15/cop-15-dec-04-en.pdf
https://www.allianzgi.com/en/insights/outlook-and-commentary/healthcare-how-to-live-better
https://www.allianzgi.com/en/insights/outlook-and-commentary/rewiring-technology-for-sustainable-growth
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businesses, which are insufficient. Only 20 nations® have

published their National Biodiversity Action Plan for Read more on how energy, healthcare and technology
2030, and we hope that more will be announced around can bring solutions and may offer investment potential:
the conference.
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That said, we have seen some advances, including, Healthcare: trr;irs%om
more nature pledges from companies, an increase in Eo‘t"t’to live oo () @l
funding for biodiversity from USD 11.1 billion in 2021 e the air
to 15.4 billion in 2022° and establishment of the Global
Biodiversity Framework Fund last year. Furthermore, \/ \/
additional scientific research into human impacts on v

for sustainable

nature has been announced. Rewiring
{gé technology

Given the accepted interconnectivity between climate growth
change and biodiversity — and the urgency of both - COP
16 has an opportunity to set the tone for COP 29. "

8 Asof 18/09/2024
9 OECD Biodiversity and Development Finance 2015-2022, 2024

The document is for use by qualified Institutional Investors (or Professional/Sophisticated/Qualified Investors as such term may apply in local
jurisdictions).

This document or information contained or incorporated in this document have been prepared for informational purposes only without regard to the
investment objectives, financial situation, or means of any particular person or entity. The details are not to be construed as a recommendation or an
offer or invitation to trade any securities or collective investment schemes nor should any details form the basis of, or be relied upon in connection with,
any contract or commitment on the part of any person to proceed with any transaction.

Any form of publication, duplication, extraction, transmission and passing on of the contents of this document is impermissible and unauthorised. No
account has been taken of any person’s investment objectives, financial situation or particular needs when preparing this content of this document. The
content of this document does not constitute an offer to buy or sell, or a solicitation or incitement of offer to buy or sell, any particular security, strategy,
investment product or services nor does this constitute investment advice or recommendation.

The views and opinions expressed in this document or information contained or incorporated in this document, which are subject to change without
notice, are those of Allianz Global Investors at the time of publication. While we believe that the information is correct at the date of this material, no
warranty of representation is given to this effect and no responsibility can be accepted by us to any intermediaries or end users for any action taken on
the basis of this information. Some of the information contained herein including any expression of opinion or forecast has been obtained from or is
based on sources believed by us to be reliable as at the date it is made, but is not guaranteed and we do not warrant nor do we accept liability as to
adequacy, accuracy, reliability or completeness of such information. The information is given on the understanding that any person who acts upon it or
otherwise changes his or her position in reliance thereon does so entirely at his or her own risk without liability on our part. There is no guarantee that
any investment strategies and processes discussed herein will be effective under all market conditions and investors should evaluate their ability to
invest for a long-term based on their individual risk profile especially during periods of downturn in the market.

Investment involves risks, in particular, risks associated with investment in emerging and less developed markets. Any past performance, prediction,
projection or forecast is not indicative of future performance. Investors should not make any assumptions on the future on the basis of performance
information in this document. The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations
and you may not get back the amount originally invested.

Investing in fixed income instruments (if applicable) may expose investors to various risks, including but not limited to creditworthiness, interest rate,
liquidity and restricted flexibility risks. Changes to the economic environment and market conditions may affect these risks, resulting in an adverse effect
to the value of the investment. During periods of rising nominal interest rates, the values of fixed income instruments (including short positions with
respect to fixed income instruments) are generally expected to decline. Conversely, during periods of declining interest rates, the values are generally
expected to rise. Liquidity risk may possibly delay or prevent account withdrawals or redemptions.
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https://www.thegef.org/what-we-do/topics/global-biodiversity-framework-fund
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