Appendix 1

Table 1. Short and long-term summary implications from physical events

Sector Short-term impact Longer-term impact Case study examples Summary
Insurance Immediate losses due to surging Varied depending on the severity  Allstate Corp: Hurricane lan (2022) led to over Research of insurance companies vs the broader market
claim liabilities. or degree of catastrophe and the ~ US$700m in net losses but share price rebounded shows only slight underperformance in the 30-day period
ability of insurers to recover shortly after. following a severe storm suggesting more short term than
highe_r losses through increased Suncorp: Suncorp exceeded its catastrophe long term impacts. In gene_ral, insurers have l_)een able to
premiums. expense allowance in 7 of the 9 financial years pass through the cost of higher losses over time to the
ending FY23. buyers of insurance policies. This has preserved industry
profitability but raises long term affordability issues.
Utilities Losses from infrastructure damage Outcomes dependent on the Hawaiian Electric: Maui wildfires (2023) saw share Liabilities associated with causing physical events can
and regulatory backlash. degree of damage and quantum price fall over 70% and remain low since. have significant long-term impacts.
of regulatory/legal liabilities.
Food and Crop and livestock losses, price Higher risk exposure including to ~ Kangaroo Island Plantation Timbers (KPT): Higher risks associated with physical events need to be

Agribusiness

spikes creating winners and losers,
and infrastructure and supply chain
damage.

drought, floods and heatwaves
leading to long-term risks such
as pollinator-bloom mismatch,
crop losses and supply chain
disruptions.

following the ‘Black Summer’ 2019-20 bushfires,
KPT lost 90-95% of its standing timber. This led to
an overnight share price drop from $1.15 to $0.15
and an eventual takeover by an SPV to distribute
insurance proceeds and remaining assets.

thoughtfully mitigated with adaptive farming, product
innovation, supply chain management and insurance.

weather event can render properties
unoccupiable.

demolish and rebuild.

key decades-long retail hub — suffered catastrophic
damage in the 2022 Eastern Australia floods which
remains one of Australia's worst recorded flood
disasters. The mall was written off (§216m impact)
and demolished in 2023.

Energy Increased facility and refinery Outcomes are varied and are Exxon Mobil: Hurricane Harvey (2017) saw short- Energy markets have historically suffered shorter-term
interruptions or shutdowns, spills largely dependent upon the term operational impacts due to damaged impacts and are relatively responsive to disasters.
and pollution-related events, higher impact to commodity prices. infrastructure reducing refining capacity as well as However, assessing and understanding direct liabilities
volatility in commodity (oil) pricing. cleanup costs, though financial impacts were short-  resulting from physical events is paramount.
lived.
Retail and Store interruptions, including facility =~ The largest impacts likely to be Nvidia: Hurricane Helene (2024) impacted a region For many retail and consumer products it is essential to
Consumer damage and closures, supply chain on supply chain disruptions over responsible for producing 70% of the world's High understand critical materials, their supply chains / supply
and customer interruptions. Home the long-term. Purity Quartz, creating short term share price chain resilience and available mitigation strategies.
repairs and consumer staples volatility, though partly mitigated by existing
experience short-term sales spikes inventories and supply chain diversification.
following storms, but these are
typically temporary.
Property Damage resulting from extreme Requirement to retrofit or Mirvac: The Toombul shopping mall in Brisbane —a  Property location (more/less vulnerable to extreme

weather), level of building flood-resiliency and insurance
protections are important long-term risk considerations for
property investors.
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Table 2. Examples: exposure to physical risk and opportunities

Sector Sub-sector

Food and
Agribusiness

Quick service
restaurants

Direct and Indirect implications: physical effects of
climate change

e Reduced revenues: power outages or storm damage;
impact on deliveries due to conditions; staff availability.

e Increased capex: damaged stores, equipment, vehicles.

e Increased opex: increased energy costs due to heat,
increased fuel costs, increased cost of supplies, increased
insurance premiums.

e Increased liabilities: staff injuries or accidents occurring
during extreme weather events.

e Supply chain disruptions: shortages, delays, reduced
quality, requirement to diversify or shift supply chains.

e Customer preference shifts: changes resulting from

increased pricing, reduced convenience or variable quality.

Summary View

Low near-term risk.

Medium risk over medium-long
term due to price sensitive product
offerings and potential impacts in
operating costs, supply chain
disruptions and customer
preferences.

Mitigants and Adaptation Opportunities

For companies:

e Explore critical suppliers and supply chain agility and
resilience, including innovative farming practices.

e Adequate insurance coverage.

For investors:

e Engagement to better understand materiality of risks,
customer price sensitivities, supply chain strategies, and
advocating for adaptation.

Dairy production

e Reduced revenues: driven by events that disrupt product
production or quality.

e Supply chain disruptions: reduced milk supply & quality
due to heat stress on cows, poor pasture/feed availability,
drought/flood, water scarcity.

e Increased capex: damage to farms, processing plants,
transport infrastructure.

e Increased opex: increased costs for water, energy, feed,
cooling for animals.

Low-medium near-term risk
characterised by acute events that
may impact key production sites.

Medium-high longer-term risk that
can be partially mitigated through
adaptative practices.

For companies and suppliers:

e Improved supply chain diversification.

e Adaptive practices: heat stress mitigation (shade,
cooling), drought/heat tolerant fodder, regenerative
agriculture, fire/flood preparedness, site hardening
including for soil health, water efficiency, crop
management, improvements to infrastructure resilience.

e Adequate insurance and embedding security clauses
through procurement contracts.

For investors

e Engagement to better understand supply chain strategies
and advocating for adaptation.
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Sub-sector

Direct and Indirect implications: physical effects of

climate change

Summary View

Mitigants and Adaptation Opportunities

Insurance General Insurers

Premium mismatch: combined ratios >100%, meaning
claims and expenses are exceeding premiums due to
severe physical events (e.g. recent California wildfires).

Pricing & underwriting challenge: difficulty pricing risk
accurately as historical data becomes less reliable, higher
potential for under-reserving.

Reduced insurability: risk of some assets or geographies
becoming uninsurable or unaffordable, impacting premium
pool and potentially leading to social license issues or
regulatory intervention.

Reinsurance issues: higher costs for a company’s own
insurance protection.

Low to medium near and long term
risk.

The global insurance industry has
been grappling with the financial
consequences of climate change
for at least two decades, so is well
progressed in addressing the issue.

Insurance and reinsurance pricing
has moved to capture the higher
probability of more frequent and
severe weather-related events,
such as hailstorms and rain events.
Buyers of insurance have also
become accustomed to premium
increases related to weather
activity; however affordability
constraints suggest under
insurance could emerge as an
issue.

We have also seen primary insurers
implement more innovative
reinsurance structures to lower
earnings volatility.

For companies:

New insurance lines for insurance industries. e.g.
transition industries.

Product innovation, such as introducing policies to
reduce premiums and/or deductibles for policyholders
that reduce climate-related risks through specific
infrastructure or land management practices. e.g. more
resilient infrastructure.

Pricing strategies that factor in climate-related risks.

Investment in efficient and resilient claims handling
processes to manage surges after large events.

Use of technology for faster damage assessment. e.g.
drones and satellite imagery.

Investment in catastrophe (CAT) modelling, incorporating
forward-looking climate change scenarios (i.e. not just
historical data) to better predict frequency/severity of
events. Refine exposure data granularity.

For investors:

Monitor claims handling efficiency and customer
satisfaction, especially after major events. i.e. since
significant delays or disputes can indicate operational
strain or impact reputation.

Heightened engagement to understand climate-risk
management approaches.

Increased monitoring of social license and regulatory
risks.
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Sub-sector

Direct and Indirect implications: physical effects of

climate change

Summary View

Mitigants and Adaptation Opportunities

physical events.

Increased environmental risk, including via risk of
hazardous material release being exacerbated by extreme
weather.

Logistics and supply chain disruptions affecting
availability and distribution of inputs and finished
products.

Production constraints or increased costs due to water
scarcity.

Increased worker safety concerns.

risk of increasing liabilities around
environmental incidents. e.g.
contamination, more safety
incidents.

Higher risks partially mitigated
through resilient infrastructure
planning.

Materials Mining Heightened operational disruptions and increased risks to ~ Mining companies are all likely to For companies:
workforce due to physical events such as cyclones, have medium-levels of risk, « Resilient Infrastructure: engineering design standards to
flooding and wildfires. conc.entrated a.round. key ‘asset.s ensure assets can withstand physical events.
Greater infrastructure damage to mines, plants, rail lines, anld “”‘:‘eq to disruptions in their « Investment in desalination, water efficiency (e.g
ili value chains. . . . ! . -
ports, tailings facilities. S recycling, securing diverse/alternative sources, advanced
Constraints on production/expansion due to water Commo.dltﬁ pricing is |'khe|y t? have modelling).
scarcity. e.g. in certain countries and parts of Australia. an outsized impact on the relative ; ; P ; ;
- ) impact of climate-related events. . Inte_gratm_g gllmate modelling into mine planning, supply
Supply chain disruptions. chain logistics.
Increased costs due to adaptation measures, repairs, e Tailings management in response to physical events.
operating expenses. e.g. increased cost of energy, water. « Emergency response plans.
e Heat stress protocols for worker safety in extreme heat.
e Exploring less water-intensive processing technologies.
For investors:
e Understanding and engagement on key asset risk
mitigation strategies and water management.
Materials Chemicals Damage/shutdown or production interruptions from Chemicals companies are at higher  For companies:

Resilient infrastructure.

Water efficiency (e.g. recycling, secure water sources,
onsite storage).

Emergency / contingency plans, including containment
for potential spills/runoff during floods/storms, logistics
planning, mitigating for transport route vulnerabilities.

Consider climate modelling in site planning: vegetation
management (fire) and drainage improvements (flood).

Protocols & engineering solutions for worker safety and
process cooling.

For investors:

Greater engagement on safety and environmental risks
tied to physical events, water management plans and
potential magnitude of key asset disruption.
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Sub-sector

Direct and Indirect implications: physical effects of
climate change

Summary View

Mitigants and Adaptation Opportunities

Transport Transportation

Operational disruptions to due to storms, floods, heat,
fires, rough seas; route closures/detours.

Infrastructure damage to ferry terminals, jetties, bus
depots, vehicles, vessels.

Increased safety risks to passengers and staff during
extreme weather events or heat.

Increased costs to repair or replace of damaged assets,
higher insurance premiums, adaptation costs, increased
cooling/fuel costs.

Reduced demand for tourism services if natural
attractions are degraded or access is disrupted.

Expect medium levels of risk
associated with increased
frequency and severity of events
leading to infrastructure damage
and increased safety issues.

For companies:

Resilient infrastructure: hardening/designing depots,
terminals, jetties for climate impacts (wind, flood, sea
level rise); reviewing asset locations; ensuring sufficient
cooling/ventilation (AC) for heat; monitoring vessel
suitability for changing sea conditions; working with
transport/port authorities on resilient infrastructure.

Use of advanced weather forecasting, dynamic
scheduling, emergency response plans for extreme
events, route diversification/contingencies

Safety protocols: enhanced procedures during extreme
heat, storms, floods, fires.

Insurance: adequate asset and business interruption
insurance.

For investors:

Understanding relative impact of risks and mitigation
strategies.

Automotive supply

Supply chain disruptions.

Operational disruptions -- manufacturing, warehousing,
and distribution impacted by physical events.

Infrastructure damage to plants, warehouses.
Indirect effects on workers.

Risk driven largely by either
geographical exposure of key
asset/manufacturing or
distribution facility and/or supply
chain disruption.

For companies:

Supply chain management: geographic diversification of
suppliers, dual sourcing, supply chain mapping/risk
assessment, potentially increased inventory.
Site-specific risk assessments (flood, fire), potential
hardening of facilities, Business Continuity Planning
(BCP).

Water efficiency.
Logistics contingency planning for transport disruptions.

Focus on products suited to changing physical
conditions.

Appropriate insurance for assets and business
interruption.

For investors:

Understanding approach to risk management.
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Sub-sector

Direct and Indirect implications: physical effects of

climate change

Summary View

Mitigants and Adaptation Opportunities

Utilities Energy Increasing global temperatures and climate variability will Short-term low risk from severe For companies:

have some impact on phys.ical assgt risk across weather impacting operations. « Ensure operating equipment maintenance to reduce

Australia’s East coast, particularly in Qld. Learning from global examples, potential for liabilities arising from contributing to

Physical damage to operating assets/infrastructure from equipment causing physical physical events (e.g. wildfires).

increased frequency of coastal flooding, heatwaves, and events, such as wildfires can lead « Engage with communities, regulators, and network

severe storms. to devastating long-term impacts. operators on grid resilience and regional adaptation

Limited exposure to water stress in hydro and water- Utilities need to be performing needs. Investigate new products/services that help

cooling assets. Coal Seam Gas requires groundwater regular maintenance and safety customers manage their own climate-related energy risks

extraction which could become subject to more regulatory ~ checks of equipment and have (e.g. backup power solutions).

and stakeholder pressure. good emergency management

Indirect risks could include general supply chain pl‘.an? in place. ) o For investors:

disruptions and workforce productivity. Within the 5-10 year window, it is . . .
anticipated that Australia’s exit e Engage to better understand adaptation plans, including
from coal-fired power stations will approach to upgrading or safeguarding operating assets,
be complete, which materially approach to demand-side management, and whether
reduces any single asset groundwater extraction presents a material risk to LNG
concentration for Australia’s major business.
energy companies. e Understand stock price implications of equipment-driven

fires, engage on risk exposures and mitigation strategy.
Industrials Building and Project delays: physical events impacting timelines and For some companies, increased For companies:

Construction

budgets.

Asset and infrastructure damage to projects under
construction, supply chains and managed assets (e.g.
roads, rail, utilities, depots, fleet).

Increased liabilities: risks to health and safety.
Logistics disruptions: staff, materials, equipment.

insurance claims due to physical
events can improve volumes and
drive profitability. Surges in
demand may strain resources and
supply chains, creating
reputational risk.

For others, the impact on
profitability is likely neutral as
transition costs offset
opportunities in climate-related
infrastructure.

Overall, there is potential for
significant weather events to delay
projects, with cost implications.

Leverage expertise in building and maintaining
infrastructure to take leadership in climate-resilient
solutions (e.g. upgraded drainage, stabilised slopes,
resilient road surfaces, renewable energy infrastructure
construction).

For investors:

Understand company strategy in relation to growth
opportunities around climate adaptation and
infrastructure resilience.

Monitor and engage on risk mitigation relating to
physical events.
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