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• With fossil fuels representing over 80% of global
energy consumption currently, the transition to net
zero will be complex and require changes in both
energy supply and demand.

• Recent public offerings of sustainable food
companies are underlining the demand shift
for plant-based food alternatives and digital
marketplaces.

• Cybersecurity threats are on the rise, and companies
appear underprepared. Those that focus on
safety and security in general seem positioned for
opportunities. In addition to cyberattacks, threats
to air, water, soil quality and the global food chain
create demand for solutions.

 
Net zero: the formidable (but possible) challenge
The International Energy Agency (IEA) recently issued a
Net Zero 2050 Roadmap with the conclusion that, while
difficult, the collective target to reach net zero carbon
emissions by 2050 remains possible to achieve. The report
outlines in detail over 400 milestones, leading to both
intermediate (by 2030) as well as the long-term goal (by
2050). Key highlights include:

• No funding for new fossil fuel projects as an immediate
priority;

• Renewable capacity additions to increase 4x in the
coming decade;

• Energy efficiency improvement at three times the
average rate achieved over the past two decades;

• Carbon pricing across all regions in the immediate
future; average price to reach USD 130/t by 2030 and

USD 250/t by 2050. (Note that EU ETS carbon prices
just reached EUR 50, or USD 61/t);

• Investing in longer-term technologies such as hydrogen
(implied growth of 5x), biofuels (2x) and carbon
capture utilization and storage (which has to cover over
a fifth of total emission reduction).

Perhaps the most important conclusion in the report is
that intermediate 2030 goals can potentially be achieved
through existing technologies and behavioral change (Fig
1). This is encouraging but includes some very challenging
recommendations. Regardless, the report could sharpen
government focus on policies to durably support the goal of
net zero by 2050, especially ahead of the upcoming COP26.
Current policies remain some way from net zero 2050 goals
(Fig 2).

Responses to the report have so far been mixed. Japan
and Australia have rejected the immediate policy suggestion
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to defund fossil fuels, citing energy security priorities.
Meanwhile, Indonesia, despite natural coal resources, has
committed to the cause, as well as guiding to renewable
energy initiatives and a priority to introduce carbon
taxes and a carbon emissions trading system. While the
implementation pathway to these goals is unclear, the
announcements were nonetheless noteworthy from an
emerging market with accelerating energy needs.

Figure 1: 2030 goals could largely be achieved
through existing technologies

Source: EIA, Net Zero by 2050, May 2021

With fossil fuels representing over 80% of global energy
consumption currently, the transition to net zero will be
complex and require changes in both energy supply and
demand. Reducing fossil fuel demand will remain a critical
focus. To that end, we note the landmark events over the
past two weeks, in which we saw a climate-focused activist
hedge fund gain three of the four nominated Board seats at
ExxonMobil, shareholders approve a proposal to potentially
set emission limits from Chevron’s sales of fossil fuels, and
Royal Dutch Shell ordered by a Dutch court to accelerate
emission reductions (although the decision will likely be
appealed).

Figure 2: Current policy assumptions fall far short
of Net Zero targets (UBS)

Source: UBS, 2021

Such market developments are additional indications that
stakeholders are not only increasingly focused on changing
corporate goals and behaviors in the battle to contain
climate change, but they are also becoming more adept
at deploying all tools available to influence these goals
and behaviors. With stakeholders making progress, we
hope government policy development and implementation
will accelerate to further encourage corporate behavior

that could result in actionable and binding commitments
towards net zero by 2050.

Investor takeaways:

• The outlook for key existing green technologies, such
as renewable energy and electric vehicles, remain
promising, and we see opportunities aligned with
Greentech.

• Sweeping changes remain necessary to develop deeper
and faster funding channels, underpinning further
growth potential for sustainable finance development,
including for example the issuance of green bonds.

• Ongoing government policy initiatives need to
accelerate, including the use of broad tools such as
carbon pricing. Companies that are already managing
environmental risks better compared with their peers
(and are ESG leaders) should be well positioned for
potential risks and reward. In addition to ESG leaders,
we see opportunities within energy companies that are
contributing to the climate transition.

Changing preferences creating opportunities to
rethink the food system
In recent years a number of plant-based protein alternatives
have come to market, tapping into demand driven
by younger consumers. The initial public offering of
Oatly this May marked the latest development, and is
another reminder of the innovative ways companies are
transforming the food industry. Plant-based alternatives
have risen to prominence as consumers’ tastes shift towards
more environmentally conscious options. According to a
survey by Impossible Foods, roughly half of millennials in the
US consume plant-based meat at least once a month, versus
just 20% of baby boomers.1 We expect shifting consumer
preferences to continue driving change within the food
industry – from plant-based alternatives to mobile delivery.
At the same time, in order to meet growing caloric demands
we expect the agriculture industry to harness the power of
technology to optimize farming methods.

In addition to younger consumers’ emerging preference for
sustainable products, millennials and Gen-Z are also digital
natives. These two cohorts make up a growing portion of
the consumer economy, and should support demand for
digital marketplaces such as food delivery. The food delivery
market is fragmented and competitive, but we expect
growth to continue nonetheless. In the near term, mobile
delivery could face headwinds as consumers embrace the
economic reopening and return to on-premise dining. That
said, we don’t expect this to derail the thesis overall as
consumers have grown accustomed to the convenience.
We estimate the markets for plant-based protein and food-
hailing to grow by 28% and 16% a year, respectively, on
average over the next decade.
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Companies are capitalizing on the demand for more climate
friendly diet options, but plant-based alternatives aren’t the
only way to reduce emissions in the food supply chain.
In fact, we expect global meat consumption to increase
as incomes and populations rise over time in developing
markets. A plethora of tools will be needed to meet this
demand. Precision agriculture and irrigation technology
can improve farmers’ decision-making capabilities and
reduce inefficiencies throughout the production process. A
combination of drones, sensors, satellites, robotics, and big
data analytics are all likely to be deployed in the years ahead
to make traditional farming more efficient and less resource-
intensive.

Investor takeaways:

• Consumers are driving demand for plant-based food
alternatives and digital marketplaces. At the same
time, rising caloric demands will likely spur demand for
technological tools that can increase the efficiency of
food production.

• Investment opportunities span across three key areas:
land use monitoring and supply chain validation;
smart agriculture; and sustainable production and
consumption.

• Overall we estimate these three market segments to
be worth at least USD 700bn by 2030, up from about
USD 135bn in 2018.

What do pipelines, the MTA and meat processing have
in common? Most recently, data breaches
Reports of data breaches and cyberattacks are on the
rise, bringing attention to a critical, but often overlooked,
sustainability topic: cybersecurity and data protection. The
high profile breach on the Colonial Pipeline system, one of
the most critical fuel distribution systems serving the Eastern
Seaboard of the United States, exposed a critical weak point
in the economic system. And it also was not an isolated
event. Just weeks after, JBS—the largest meat processing
company in the world—shut down its operations in
North America and Australia following another ransomware
attack. According to reporting by The New York Times,
the New York MTA, the largest transit network in North
America, also was subject to an attack by hackers in April.

Companies are under prepared for increasing cyber-threats,
and risks may carry a high price-tag. The cost to the US
economy of cyberattacks was estimated to range between
USD 57 billion to USD 109 billion in 2016 (according to
a 2018 report to the US Council of Economic Advisers).2

These numbers have likely trended up in recent years as
the frequency of breaches has increased in tandem with
remote work. The IBM Cost of a Data Breach Report of
2020 estimated the average global cost of a data breach for

companies to be USD 3.86 million, and USD 8.64 million
in the US.3 Data security and protection are a financially
material issues across sectors, and therefore important for
investors to include in their due diligence frameworks.

Beyond being financially material, these are sustainability
issues as well. ESG frameworks capture company
preparedness on data protection, data governance and
consumer privacy as part of the “S” pillar. In fact, the
Global Reporting Initiative, a standard setting organization
which helps companies and organizations report on their
sustainability risks and preparedness, requires specific
disclosures on these topics. Consumer data privacy and
protection is rising up in importance, with the European
Union having recognized privacy as a right in its General
Data Protection Regulation (GDPR). Beyond the individual
level impact, cybersecurity is an important part of achieving
the UN Sustainable Development Goal (SDG) number 9.1,
which focuses on the development of quality and resilient
infrastructure.

Investor takeaways:

• The growing prevalence of data breaches is driving
demand for solutions, and companies that focus
on security and safety are benefiting from a set of
structural trends globally. The addressable security
and safety market is expected to reach USD 737 bn
by 2022, climbing from around USD 664 bn last year.
We recommend diversification to gain exposure to the
theme's value chain worldwide.

• More broadly, companies that focus on safety and
security in general are positioned for opportunities.
In addition to cyberattacks, threats to air, water, soil
quality and the global food chain create demand for
solutions.

• While important, data protection and safety is
sometimes overlooked. Considering the full spectrum
of ESG topics, looking for companies that are better
prepared for our changing world may provide long-
term investment opportunities.

1 Impossible Foods 2019, “Kids in the Kitchen: Accelerating the shift to a
sustainable food system,” https://impossiblefoods.com/blog/generational-
trends-kids-in-the-kitchen
2 US Council of Economic Advisors 2019, "The cost of malicious cyber
activity to the U.S. Economy".
3 IBM, 2020, "Cost of a data breach report".
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Appendix
UBS Chief Investment Office's ("CIO") investment views are prepared and published by the Global Wealth Management business of UBS Switzerland
AG (regulated by FINMA in Switzerland) or its affiliates ("UBS").
The investment views have been prepared in accordance with legal requirements designed to promote the independence of investment research.
Generic investment research – Risk information:
This publication is for your information only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or other
specific product. The analysis contained herein does not constitute a personal recommendation or take into account the particular investment
objectives, investment strategies, financial situation and needs of any specific recipient. It is based on numerous assumptions. Different assumptions
could result in materially different results. Certain services and products are subject to legal restrictions and cannot be offered worldwide on an
unrestricted basis and/or may not be eligible for sale to all investors. All information and opinions expressed in this document were obtained from
sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to its accuracy or completeness
(other than disclosures relating to UBS). All information and opinions as well as any forecasts, estimates and market prices indicated are current
as of the date of this report, and are subject to change without notice. Opinions expressed herein may differ or be contrary to those expressed by
other business areas or divisions of UBS as a result of using different assumptions and/or criteria.
In no circumstances may this document or any of the information (including any forecast, value, index or other calculated amount ("Values")) be
used for any of the following purposes (i) valuation or accounting purposes; (ii) to determine the amounts due or payable, the price or the value of
any financial instrument or financial contract; or (iii) to measure the performance of any financial instrument including, without limitation, for the
purpose of tracking the return or performance of any Value or of defining the asset allocation of portfolio or of computing performance fees. By
receiving this document and the information you will be deemed to represent and warrant to UBS that you will not use this document or otherwise
rely on any of the information for any of the above purposes. UBS and any of its directors or employees may be entitled at any time to hold long
or short positions in investment instruments referred to herein, carry out transactions involving relevant investment instruments in the capacity of
principal or agent, or provide any other services or have officers, who serve as directors, either to/for the issuer, the investment instrument itself or
to/for any company commercially or financially affiliated to such issuers. At any time, investment decisions (including whether to buy, sell or hold
securities) made by UBS and its employees may differ from or be contrary to the opinions expressed in UBS research publications. Some investments
may not be readily realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk to which
you are exposed may be difficult to quantify. UBS relies on information barriers to control the flow of information contained in one or more areas
within UBS, into other areas, units, divisions or affiliates of UBS. Futures and options trading is not suitable for every investor as there is a substantial
risk of loss, and losses in excess of an initial investment may occur. Past performance of an investment is no guarantee for its future performance.
Additional information will be made available upon request. Some investments may be subject to sudden and large falls in value and on realization
you may receive back less than you invested or may be required to pay more. Changes in foreign exchange rates may have an adverse effect on
the price, value or income of an investment. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel,
sales personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information.
Tax treatment depends on the individual circumstances and may be subject to change in the future. UBS does not provide legal or tax advice and
makes no representations as to the tax treatment of assets or the investment returns thereon both in general or with reference to specific client's
circumstances and needs. We are of necessity unable to take into account the particular investment objectives, financial situation and needs of
our individual clients and we would recommend that you take financial and/or tax advice as to the implications (including tax) of investing in any
of the products mentioned herein.
This material may not be reproduced or copies circulated without prior authority of UBS. Unless otherwise agreed in writing UBS expressly prohibits
the distribution and transfer of this material to third parties for any reason. UBS accepts no liability whatsoever for any claims or lawsuits from
any third parties arising from the use or distribution of this material. This report is for distribution only under such circumstances as may be
permitted by applicable law. For information on the ways in which CIO manages conflicts and maintains independence of its investment views and
publication offering, and research and rating methodologies, please visit www.ubs.com/research. Additional information on the relevant authors
of this publication and other CIO publication(s) referenced in this report; and copies of any past reports on this topic; are available upon request
from your client advisor.
Options and futures are not suitable for all investors, and trading in these instruments is considered risky and may be appropriate only for
sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of "Characteristics
and Risks of Standardized Options". You may read the document at https://www.theocc.com/about/publications/character-risks.jsp or ask your
financial advisor for a copy.
Investing in structured investments involves significant risks. For a detailed discussion of the risks involved in investing in any particular structured
investment, you must read the relevant offering materials for that investment. Structured investments are unsecured obligations of a particular
issuer with returns linked to the performance of an underlying asset. Depending on the terms of the investment, investors could lose all or a
substantial portion of their investment based on the performance of the underlying asset. Investors could also lose their entire investment if the
issuer becomes insolvent. UBS Financial Services Inc. does not guarantee in any way the obligations or the financial condition of any issuer or the
accuracy of any financial information provided by any issuer. Structured investments are not traditional investments and investing in a structured
investment is not equivalent to investing directly in the underlying asset. Structured investments may have limited or no liquidity, and investors
should be prepared to hold their investment to maturity. The return of structured investments may be limited by a maximum gain, participation
rate or other feature. Structured investments may include call features and, if a structured investment is called early, investors would not earn any
further return and may not be able to reinvest in similar investments with similar terms. Structured investments include costs and fees which are
generally embedded in the price of the investment. The tax treatment of a structured investment may be complex and may differ from a direct
investment in the underlying asset. UBS Financial Services Inc. and its employees do not provide tax advice. Investors should consult their own tax
advisor about their own tax situation before investing in any securities.
Important Information About Sustainable Investing Strategies: Sustainable investing strategies aim to consider and incorporate
environmental, social and governance (ESG) factors into investment process and portfolio construction. Strategies across geographies and styles
approach ESG analysis and incorporate the findings in a variety of ways. Incorporating ESG factors or Sustainable Investing considerations may
inhibit the portfolio manager’s ability to participate in certain investment opportunities that otherwise would be consistent with its investment
objective and other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may be lower or
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higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered by the portfolio manager, and the investment
opportunities available to such portfolios may differ. Companies may not necessarily meet high performance standards on all aspects of ESG
or sustainable investing issues; there is also no guarantee that any company will meet expectations in connection with corporate responsibility,
sustainability, and/or impact performance.
External Asset Managers / External Financial Consultants: In case this research or publication is provided to an External Asset Manager or
an External Financial Consultant, UBS expressly prohibits that it is redistributed by the External Asset Manager or the External Financial Consultant
and is made available to their clients and/or third parties.
USA: Distributed to US persons by UBS Financial Services Inc., UBS Securities LLC or UBS Swiss Financial Advisers AG, subsidiaries of UBS AG.
UBS Switzerland AG, UBS Europe SE, UBS Bank, S.A., UBS Brasil Administradora de Valores Mobiliarios Ltda, UBS Asesores Mexico, S.A. de C.V.,
UBS Securities Japan Co., Ltd, UBS Wealth Management Israel Ltd and UBS Menkul Degerler AS are affiliates of UBS AG. UBS Financial Services
Incorporated of Puerto Rico is a subsidiary of UBS Financial Services Inc. UBS Financial Services Inc. accepts responsibility for the content of
a report prepared by a non-US affiliate when it distributes reports to US persons. All transactions by a US person in the securities
mentioned in this report should be effected through a US-registered broker dealer affiliated with UBS, and not through a non-US
affiliate. The contents of this report have not been and will not be approved by any securities or investment authority in the United
States or elsewhere. UBS Financial Services Inc. is not acting as a municipal advisor to any municipal entity or obligated person within
the meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule") and the opinions or views contained herein
are not intended to be, and do not constitute, advice within the meaning of the Municipal Advisor Rule.
For country information, please visit ubs.com/cio-country-disclaimer-gr or ask your client advisor for the full disclaimer.
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