Success Story

Carbon journey planning

Financial services provider — Lloyds Banking Group

Who are Lloyds?

Lloyds Banking Group are one of the UK’s largest
financial services providers, comprising Lloyds Bank,
Halifax, Bank of Scotland and Scottish Widows.

The group operate multiple pension schemes for
their employees, the largest defined benefit (DB)
schemes are advised by Willis Towers Watson.

What are their concerns around climate?

As a well-known high-street brand, the long-term effects
climate change have been of particular concern to the
sponsor and pension scheme Trustee. Both are aware of
the more immediate reputational risks of inaction at this
important time, alongside the significant financial risks
and opportunities that climate change brings.

What actions have they taken?

= Over 2019, multiple projects were undertaken to
assess likely impacts of climate change on the DB
assets and liabilities.

= This analysis was carried out using Willis Towers
Watson'’s proprietary climate modelling, translating
economic growth projections and mitigation costs under
different climate scenarios on asset returns, as well as
considering the potential longevity impacts of various
climate scenarios.

= This has allowed projection of funding levels and journey
planning according to different temperature pathways,
such that a better understanding of climate related risks
(and opportunities) can emerge.

= |n addition to understanding scheme-specific risks, the
Trustee has also been keen to help address systemic
risks through increased participation in collaborative
initiatives related to climate and sustainability. As part of
this, the Trustee joined the Institutional Investors Group
on Climate Change (IIGCC) in late 2019.

What next?

Next steps include considering targeted exclusions
(specifically thermal coal) and application of maturity
limits for certain carbon intensive sectors within the bond
mandates (i.e. fossil fuel majors). The Trustee will continue
to take a long-term view on how its influence can best
advance actions across the industry.
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For more information

For more information, please contact your
Willis Towers Watson consultant or:

Alasdair Macdonald
Managing Director, Willis Towers Watson
alasdair.macdonald@willistowerswatson.com

Disclaimer

Willis Towers Watson has prepared this material for general information purposes only and it should not be considered a substitute for specific professional advice. In particular,

its contents are not intended by Willis Towers Watson to be construed as the provision of investment, legal, accounting, tax or other professional advice or recommendations of any
kind, or to form the basis of any decision to do or to refrain from doing anything. As such, this material should not be relied upon for investment or other financial decisions and no
such decisions should be taken based on its contents without seeking specific advice.

This material is based on information available to Willis Towers Watson at the date of this material and takes no account of developments after that date. In preparing this material
we have relied upon data supplied to us or our affiliates by third parties. Whilst reasonable care has been taken to gauge the reliability of this data, we provide no guarantee as to the
accuracy or completeness of this data and Willis Towers Watson and its affiliates and their respective directors, officers and employees accept no responsibility and will not be liable
for any errors, omissions or misrepresentations by any third party in respect of such data.

This material may incorporate information and data made available by certain third parties, including (but not limited to): Bloomberg L.P.; CRSP; MSCI; FactSet; FTSE; FTSE NAREIT;
FTSE RAFI; Hedge Fund Research Inc.; ICE Benchmark Administration (LIBOR); JP Morgan; Markit Group Limited; Russell; and, Standard & Poor’s Financial Services LLC (each a
“Third Party”). Details of the disclaimers and/or attribution relating to each relevant Third Party can be found at this link https://www.willistowerswatson.com/en-GB/Notices/index-
vendor-disclaimers

This material may not be reproduced or distributed to any other party, whether in whole or in part, without Willis Towers Watson’s prior written permission, except as may be required
by law. In the absence of our express written agreement to the contrary, Willis Towers Watson and its affiliates and their respective directors, officers and employees accept no
responsibility and will not be liable for any consequences howsoever arising from any use of or reliance on this material or any of its contents.

About Willis Towers Watson

Willis Towers Watson (NASDAQ: WLTW) is a leading global advisory, broking and solutions company that helps clients around the world
turn risk into a path for growth. With roots dating to 1828, Willis Towers Watson has 45,000 employees serving more than 140 countries
and markets. We design and deliver solutions that manage risk, optimise benefits, cultivate talent, and expand the power of capital to
protect and strengthen institutions and individuals. Our unique perspective allows us to see the critical intersections between talent, assets
and ideas — the dynamic formula that drives business performance. Together, we unlock potential. Learn more at willistowerswatson.com.
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