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Theworld’s centre of gravity is
irreversibly shifting to Asia, creating
newinvestment opportunitiesand the
power todefine the globaleconomic
&energy outlook for the next two
decades. Accelerating the transition of
Asianeconomiesto net zero (especially
scalingrenewables and otherlow
carbon, resilientinfrastructure)is

the single, mostimportantleverto
meet global climate targetsanddrive
sustainable growth.

Five years onfromthe Paris Climate
Agreementandalmosttwoyearsinto
the COVID-19 pandemic, the benefits of
reaching "net zero" emissions by mid-
century are wellunderstood forpeople,
planetandthe economy.

Smart capitalis moving away fromfossil
fuelstowards companies whose business
models are based on clean electricity. The
oil&gas value chain—which used to make
up around 15% of the market cap across
majorindicestenyearsago—isnowless
than 4%.

Butthere are stillmajor barriers which lock-
intraditional models of capital allocation
and preventtrillions of dollars fromflowing
outoftheold, carbon-intensive economy
andinto assetsalignedwith anet zero
transition.

Thislock-inis particularly highin Asia—
whichaccounts for overhalfoftheworld's
carbonemissions. Without changeinAsia
the worldwill failthe climate change test.

Asia's growth and growing climaterisk
Home to over 50% of the global population
and 17 ofthe world's 33 megacities, Asia
isalsothelastreal coalstronghold. Over
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80% ofthe 500 GW of global coal capacity
islocatedin Asiaandtheregionaccounts

foralmostthe entire (94%) global pipeline
of new coal power plants.

Noregionintheworldis more climate-
exposedthanAsia. Temperatures are
risingtwice as fastasthe global average;
climate-related weather eventslike
torrentialrainandtyphoons are setto
increase inboth frequency andintensity.

While this paints a stark picture, italso
representsthebiggestinvestment
opportunity of our time, especially given
the growth profile of theregion. By 2030,
3.5 billion Asians willbe middle class. By
2040, Asiawillrepresent 50% of global
GDP.By 2050, the urbanisationrate willbe
nearly 65%, up from 50% today.

This growth corresponds toamassive
increaseinenergy demand (e.g. Southeast
Asiasawan 80%increasein electricity
needs since 2000 linked to massive
population growth, urbanisationand
industrialisation). This hikein Asia's
demand forenergy over the pasttwo
decadeswas metby doublingthe use of
fossilfuels.

Thatisnolongeraneconomically viable
course of action for Asia. As Asiais
arguably the most climate-exposed
regionintheworld, noregion hasagreater
economicimperative to transitionits high-
carbonenergy andindustrial systems to
net zero emissions by mid-century. Andno
regionhas moreleversto pulltoaccelerate
its decarbonisationjourney.

Key levers for transition = major
investment opportunities

Thetotalamount of capitalneeded for
climate-smartinfrastructure in developing
Asiaisestimatedtobeatleast $1.7 trilliona
year over the nextdecade. More than 60%
ofthatneedstocomefromprivate sector
investmentinto assetsalignedwithanet
zerotransitionincluding cleantransport,
power, water, waste management,
sanitationanddigitalinfrastructure. Asthe
singlelargest source of globaltemperature
increase, rapidly decommissioning coal
asapower sourceisthemosturgentlever
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toaccelerate the transitiontonet zero.
Meanwhile, scaling cleanenergyinits place
is the most obvious, economically viable
andinvestable solution. Renewables are
now cheaper than coalinvirtually every
marketand help tackle affordability, access
andenergy securityissues. They canalso
beahugejobdriver, underpinningmore
thanathirdof allenergyjobsandwith the
potentialto employ millions of people,
supporting COVID-19 recoveryandlong-
termeconomic growth.

Transitioning out of coalwouldalso tackle
major social costslinked to air pollution
while mitigatingthe huge stranded-asset
risk of fossilfuels. Climate-aligned policies
have already limited the pool of investors
forcoalassets dramatically; soonthese
assetswillbe un-financeable.

There are otherobviousinvestment
opportunitiestoo. Real estateand
digitalinfrastructure are key sectorsfor
the netzerotransition: the ADB sizes
theinvestment opportunity forgreen
buildingsin Asiaat $17.8 trn while the WEF
predictsa $500bndigitalinfrastructure
investmentgapto 2040, clearly
demonstratingthe scale of the sustainable
infrastructure opportunity if governments
cangettheenablinginvestment
conditionsright.

Asiacanalsobe aleading producer of
environmentally friendly, ethically sourced
windturbines, PV modules and batteries
fortherestoftheworld. Solar PV capacity
in Asia Pacific could triple to 1,500GW by
2030: Chinacontinues to drive deployment
andIndonesiais settobetheregion's
fastest-growing market. Southeast Asian
countries like Indonesia are also nickel-
rich, drawingin global suppliers of EV
batteries and feedingthe growingappetite
forlow carbontransport solutions.

The totalamount of capital
needed for climate-smart
infrastructure in developing
Asiais estimatedto be at
least $1.7 trillion a year over
the next decade


http://OurWorldInData.org/co2-and-other-greenhouse-gas-emissions/

Asian leaders—who
have traditionally
lagged onthe
sustainability agenda
—are urgently playing
catchupforfear

of missing these
kinds ofinvestment
opportunities

Asian opportunities, globalleadership

Asianleaders—who have traditionally
laggedonthe sustainability agenda—are
urgently playing catch up for fear of missing
thesekinds of investment opportunities.
With Indonesiaasthe G20 Presidentin
2022 andIndiahosting G20in 2023, the

Exhibit 1: Annual carbon emissions

world's political centre of gravity is shifting
to Asia, which should help accelerate

climate commitments to decarbonise the

region.

Ofcourse, one size doesn'tfitall, especially
in Asia's diverse and evolving power
markets. Nevertheless, the mood music
ischangingandnet zerois now the topic
dujour. Chinahas committed to peak
carbonemissions by 2030 and carbon
neutrality before 2060. Japanistargeting
netzeroby 2050. Indonesia's energy utility
has committedto carbon neutrality by
2050. AndIndiais the world's thirdlargest
renewable energy producer with 38% of
totalinstalled energy capacity in 2020
comingfromrenewable sources. Itisalso
ontracktobecome the globalmarket
leaderinsolarand storage by 2040.

Thispoliticalleadershipis drivenby a
growingunderstanding of Asia's exposure
tophysicaland transition climaterisk,
coupledwiththe opportunity to attract
high-quality capitalinto low carbon sectors
andnetzero assets. Itwillbe enabledbya
flourishingdigitalandinnovation economy

and should create aflywheel of enabling
policies torapidly scalerenewables and
supportotherlow carbonindustries.

Inall of this Chinais key-the largest global
emitter, the driver of Asian activity and at
presentinadeterioratingrelationship with
the US. Happily, though pollutionis seen by
China'sleadership asapressingissue on
the quality of life of her citizens.

Pathway for an Asian net zero transition

Aligning Asian economies withanet zero
transitionis the singlemostimportant
actionneededto meetglobal climate
targetsunderthe Paris Agreement. And
getting Asiatonet zerofirstand foremost
means changing the energy mix. The
Energy Transitions Commission says that
itisbotheconomically and technologically
feasible to decarbonise power systems
by 2040andgettoanetzeroeconomyby
2050. Its Making Mission Possible report
explainsthat clean electrification willbe
the primaryroute to decarbonisation,
complementedby hydrogen, sustainable
biomass andfossilfuels (e.g. natural gas)
combinedwith carbon capture.

Carbondioxide (carbon) emissions from the burning of fossil fuels for energy and cement production. Land use changeis notincluded.
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Note: Carbon emissions are measured on a production basis, meaning they do not correct for emissions embedded in traded goods.
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23 The Street View


http://OurWorldInData.org/co2-and-other-greenhouse-gas-emissions/
http://www.energy-transitions.org/
https://www.energy-transitions.org/publications/making-mission-possible/

Tomeetthese ambitions, governments,
investors, corporates andcivil society
needtoworktogethertoaccelerate the
deployment of zero-carbon solutions
before 2030to put mid-century targets
withinreach.

Key transition pathway milestonesinclude:

— Powersectorisnetzeroby 2040,
mainly throughincreaseduse of
renewable energy

— Largereductionsinenergy demand
acrossallend-use sectors by 2030
coupledwith electrification ofend-use
sectors

— Coalforpowershouldbe reducedby
80% from 2010 levels by 2030 (coal use
for power generation should already
have peakedin 2020)

— Coalforpowershouldbe phasedout
completely by 2040, meaning:

— OECD Asian countries (e.g. Japan,
SouthKorea) and countriesinthe
Northand Central Asia subregion
needtophaseoutcoalby 2031

— Non-OECD Asjaneedstoreach
areduction of coalgeneration of
over 60% comparedto 2010 by
2030and complete aglobal coal
phase-outbefore 2040

Scalingrenewable energy fastenough
tomeetthese milestones willrequire
clearframeworks to better support
deployment. Forexample, Vietnamis
expectedtoadd 45GW of solar PV this
decade supported by feed-in tariffs

and other enablingregulation. Similarly,
moratoriums onnew coal like thoseinthe
Philippines canhelp send the right market
signals. These policieswillneedtobe
coupledwithcommensurate supportfora
justtransition, compensatingworkersand
ensuring fundingand capacity toretrain
andreskill.
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Ultimately, the global centre of gravity
is shiftingirreversibly to Asia.No
otherregionwillhave suchanimpactin
shaping COVID-19recovery, economic
stability, employment and equality and
climate outcomes—especially over the
next critical two decades.

That offersanunprecedented
opportunity to transition the world’s
energy and economic systems tobe
more sustainable, resilient, inclusive and
investable.Ignoring this opportunity
wouldbe catastrophicfor climate,
capital markets and communities.
Capturingit could change the whole
trajectory of global growth. Aprize
worth chasing.
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