Climate Strategy

Position Paper 2025

As responsible stewards of our clients’ capital, we recognise climate change as a
material financial issue.

Our view on climate change creates a base case for adaptation and resilience

Our analysis of climate science, policy trends and real-world emissions trajectories indicates
that the world is not currently on track to meet the goals of the Paris Agreement. The data
points to a likely overshoot of near-term net zero pathways, followed by a later, steeper
transition, accompanied by more frequent and severe physical impacts. We recently
published a paper 'Reframing Net Zero', which highlights uneven global policy momentum, Dr Erin Kuo-
rising physical risks, and a delayed but more intense decarbonisation effort. Sutherland, Chief

Sustainability

Despite a delayed transition, net zero still matters for long-term value Officer

Despite the likelihood of overshoot, net zero remains foundational for long-term value: it
anchors economic resilience, supports stable markets, and aligns with client and societal
expectations. Companies that fail to prepare for decarbonization may face higher costs of
capital, regulatory and stakeholder pressure or reduced competitiveness.

However, as companies manage transition risk and invest to decarbonise, we acknowledge
that in many cases they are dependent upon shared systemic or structural issues that
require policy settings, the right signal and a coordinated approach to unlock solutions (see
our recent climate white paper: ‘Where Investors Can Have Impact’).

Our net zero objectives reflect indicative rather than fixed trajectories

We have modelled net zero Greenhouse Gas (GHG) emissions reduction requirements
calculated for Yarra Equities (baseline 2024) as requiring a: 20% reduction by 2030; 45% by
2050 (IPCC net zero scenario); and 20% by 2030 and 34% by 2050 (NGFS net zero scenario).

Figure 1. Net zero modelled emissions reduction requirements (YCM Equities, baseline 2024)
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Source: Yarra Capital Management, Dec 2025.
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https://www.yarracm.com/reframing-net-zero/
https://www.yarracm.com/australias-climate-transition-where-can-investors-have-impact/
https://www.ipcc.ch/site/assets/uploads/sites/2/2019/02/SR15_Chapter2_Low_Res.pdf
https://www.ngfs.net/ngfs-scenarios-portal/explore/

While it is important for us to understand the quantum of emissions modelled under net zero
climate scenarios, we see these as directional objectives rather than firm targets. This is
because we know that portfolio positions, emissions trajectories of companies, and
methodologies for climate data including climate scenarios change over time. And we
understand that in order to reduce the carbon liabilities of our portfolio companies, they will
need to navigate complex systemic challenges that require coordinated efforts that often
impact the broader economy. These directional objectives guide our analysis, engagement
and forward strategy but are not portfolio construction constraints.

Climate Objectives and Contingencies

Our objectives are to manage portfolios for a warming world, support an orderly transition,
focus influence where investors can meaningfully shift outcomes, and enhance disclosure.
We recognise our companies’ and our portfolios’ climate objectives are dependent upon
contingencies such as: (i) slow decarbonisation in hard-to-abate sectors; (ii) uneven policy
momentum; (iii) expanded reliance on adaptation, resilience and emerging technologies; and
(iv) potential regulatory step-changes. Understanding our climate objectives are contingent
on broader issues informs our pragmatic, adaptive and resilient approach to climate change.

Our Climate Action Plan: What we will do

Our Climate Strategy Matrix (refer Fig. 2) summarises our approach to managing climate
change, including focusing on where we can have material influence such as through:
integrating ESG considerations into investment decisions; working with clients to integrate
climate considerations into products; prioritising engagements where we can influence
outcomes; continuing to enhance our approach to research and disclosures; and evaluating
selectively where it makes sense to engage in broader market or policy advocacy.

Figure 2. YCM Climate Strategy Matrix
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Source: Yarra Capital Management.
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About the Yarra Capital Management Group

Yarra Capital Management (Yarra) is a leading independent, active Australian
fund manager, with approximately $20bn of assets under management. Founded
in 2017, the Firm's offering includes its fundamental Australian equities product
set, consisting of long-only, concentrated strategies, and fixed income
capabilities which provide clients with access to core fixed income, credit and
multi-asset solutions. Yarra also provides access to a range of international
equity products through its partnership with the Amova Asset Management
Group. Yarra serves the Australian institutional and retail markets, and its
Australian investment products are accessed from various international markets,
including Japan and New Zealand.

Find out more about our capabilities>

Dﬁ We recognise climate change as a material financial issue

Yarra Funds Management Limited (ABN 63 005 885 567, AFSL 230 251) (‘'YFM’) is the issuer and responsible entity of a range of
registered managed investment schemes, which includes those named in this document (‘Funds’). YFM is not licensed to provide
personal financial product advice to retail clients. The information provided contains general financial product advice only. The
advice has been prepared without taking into account your personal objectives, financial situation or particular needs. Therefore,
before acting on any advice, you should consider the appropriateness of the advice in light of your own or your client’s objectives,
financial situation or needs. Prior to investing in any of the Funds, you should obtain and consider the product disclosure
statement (‘PDS’) and target market determination (‘TMD’) for the relevant Fund by contacting our Investor Services team on 1800
034 494 or from our website at www.yarracm.com/pdsupdates/. The information set out has been prepared in good faith and
while Yarra Funds Management Limited and its related bodies corporate (together, the “Yarra Capital Management Group”)
reasonably believe the information and opinions to be current, accurate, or reasonably held at the time of publication, to the
maximum extent permitted by law, the Yarra Capital Management Group: (a) makes no warranty as to the content’s accuracy or
reliability; and (b) accepts no liability for any direct or indirect loss or damage arising from any errors, omissions, or information
that is not up to date. No part of this material may, without the Yarra Capital Management Group's prior written consent be copied,
photocopied, duplicated, adapted, linked to or used to create derivative works in any form by any means.

YFM manages the Fund and will receive fees as set out in the PDS. To the extent that any content set out in this document
discusses market activity, macroeconomic views, industry or sector trends, such statements should be construed as general
advice only. Any references to specific securities are not intended to be a recommendation to buy, sell, or hold such securities.
Past performance is not an indication of, and does not guarantee, future performance. Information about the Fund, including the
relevant PDS, should not be construed as an offer to any jurisdiction other than in Australia. With the exception of some Funds
that may be offered in New Zealand from time to time (as disclosed in the relevant PDS), we will not accept applications from any
person who is not resident in Australia or New Zealand. The Fund is not intended to be sold to any US Persons as defined in
Regulation S of the US federal securities laws and has not been registered under the U.S. Securities Act of 1933, as amended.

References to indices, benchmarks or other measures of relative market performance over a specified period of time are provided
for your information only and do not imply that the portfolio will achieve similar results. Holdings may change by the time you
receive this report. Future portfolio holdings may not be profitable. The information should not be deemed representative of future
characteristics for the strategy. There can be no assurance that any targets stated in this document can be achieved. Please be
advised that any targets shown are subject to change at any time and are current as of the date of this document only. Targets
are objectives and should not be construed as providing any assurance or guarantee as to the results that may be realized in the
future from investments in any asset or asset class described herein. If any of the assumptions used do not prove to be true,
results may vary substantially. These targets are being shown for informational purposes only.

© Yarra Capital Management, 2025.
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