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The War Against your own Brain

Agenda

Why we struggle to address issues like climate change

How this impacts the financial industry

What psychology can do to support climate goals

What 3 things you can do. fctuarial | ©ognitive | psychology
. Q&A
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Cognitive Bias and Its Influences

“The confidence that individuals have in their beliefs depends mostly on the quality of the

story they can tell about what they see, even if they see little.”

_g;gniﬁ:;et

Short Term Thinking

Anchoring bias:
“I have all the knowledge required for this task.”

Overconfidence bias:
‘| won't be affected by these risks.”

Small Sample bias:
“This is enough to be representative of the overall population "

Recency bias:
“‘Recent experience is the best indicator of future trends.”

Single action bias:
“I've done something, so now | can do what | like.”

Availability bias:
“The easiest data to find must be the most accurate.”

Optimism bias:
“Maybe it won't be as bad as is thought.”

Substitution bias:

“This is close enough.” HYMANS 3 ROBERTSON ’; %

— Daniel Kahneman
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Clickbalt culture and our need for instant gratification

Shop now.
Pay later
with Klarna. unclimatechange @

m UN Climate Change
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Bystanders, free-riders and the tragedy of commons

“What is common to many is least taken care of, for all men
have greater regard for what is their own what they possess in

common with others.” — Aristotle
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The issue with the data

Any unmeasured

Scope 1 and 2
QO0O0OO O

People that
use Firm X's Firm X'
products NAS Scope 1and 2 Scope 2 Scope 1
SUPP“ers emissions INDIRECT DIRECT
Zg? ;( ; Emissions ‘
- szions from disclosing il ‘Scope 3 Scope 3
companies ol moms‘a
Companies Unaccounted o 4 . % m%?:,m:
Emissions from that use Firm emissions e.g. farm : s
X's products animal emissions mond ol
processing of -,
sold products

company
vehicles use of sold

non-disclosing
companies

Any unmeasured
Scope 1and 2
emissions

Reporting company Downstream activities

Upstream activities

Greenhouse Gas Protocol

“Climate change represents the greatest and

widest-ranging market failure ever seen.” .
— Sir Nicholas Stern %@5 Institute
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Predicting the Unpredictable

Chart 4.7: Projected investment losses are largest in the NAA scenario

Change in Market Value of insurers' invested assets (@)

“As human beings, we are vulnerable

— Early action to confusing the unprecedented with
No additional the improbable. In our everyday
P ount | experience, if something has never

0

happened before, we are generally safe
In assuming it is not going to happen
In the future, but the exceptions can
Kill you, and climate change is one of
those exceptions.” — Al Gore

Source: Bank of England
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https://www.bankofengland.co.uk/stress-testing/2022/results-of-the-2021-climate-biennial-exploratory-scenario

Considering the consumer

SYSTEM 1 SYSTEM 2

Intuition & instinct Rational thinking

&

Only 63% of consumers believe that
their investment choice could have an
Impact on climate change.®

Unconscious Takes effort A -
Fast Slow Census Wide Survey for Hymans Robertson
Associative Logical
Automatic pilot Lazy

Indecisive

Source: Daniel Kahneman

Greening your pension is 21X more powerful at cutting your carbon footprint than stopping
flying, becoming a vegetarian and moving to a renewable energy provider combined.*

*research by Make My Money Matter, Aviva and Route2
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https://www.bankofengland.co.uk/stress-testing/2022/results-of-the-2021-climate-biennial-exploratory-scenario

How do we approach an issue like climate change?

Percent of Companies Disclosing

At least 1
80%

At least 4

1% At least 7
30%

All 11
4%
0%

Number of Recommended Disclosures

Legend: WM FY 2017 W FY 2021
2022-TCFD-Status-Report.pdf (bbhub.io) Base size: 1,370

FINANCIAL TIMES

ESG's legal showdown: “There’s nothing to
suggest DWS is a one off”

Misleading

Labels
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https://www.google.co.uk/url?sa=i&url=https%3A%2F%2Fblog.strive2thrive.earth%2Feco-friendly-labels-genuine-or-misleading%2F&psig=AOvVaw3maRnJkYiZMZOUsV1At5Pe&ust=1668680573098000&source=images&cd=vfe&ved=0CBAQjhxqFwoTCLjVoti9svsCFQAAAAAdAAAAABAE
https://assets.bbhub.io/company/sites/60/2022/10/2022-TCFD-Status-Report.pdf

Reframe and refocus

P
afiqns for Climate Friendly Investing

For a better planet for kids

/

/ B For a better planet/
/,/ lifestyle for themselves
in the future
41% [ Its a safer investment
0, :
("]
40% 34% Better investment returns
B For grandkids or future
generations

Census Wide Survey for Hymans Robertson

“To save what can be saved, just to make

the future possible: that is the great
motivating force, and the reason for
passion and sacrifice.”

- Albert Camus, Philosopher

@ Just Stop Oil 51 == §
= @JustStop_Oil

-~ Peter, retired bouncer and grandad from south
London
vs.
% D55 Tufton St, the shadowy home of Big Oil

nE

P 624.9K views 0:A3 7121 ) 1 7

From Rich Felgate

8:49 pm - 25 Oct 2022 - Twitter for iPhone

= euronews.green
GREEN NEWS

Children’s COP: Young people given a ‘seat at
the table’ for the first time in Egypt
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Our actions have impact!
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Change ‘choice architecture’ and
make decisions easier.

Nudge
For example, by:

Changing the default

Tick box on a pension form

Providing social proof

Business logos on websites. Reviews.

Increasing salience
Sweets by the till. Fly in the urinal. &

dreamendstate.com

“There is no question that climate change is
happening; the only arguable point is what part
humans are playing in it.”
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What can you do?

 Encourage all default options to be
sustainable/impactful

* EXIt vs voice: what are YOU achieving vs what
would be done anyway

 Engage with our own psychology more honestly
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Expressions of individual views by members of the Institute and Faculty of Actuaries and its staff
are encouraged.

The views expressed in this presentation are those of the presenter.
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Thank you

This Powerpoint presentation contains confidential information belonging to Hymans Robertson LLP (HR).
HR are the owner or the licensee of all intellectual property rights in the Powerpoint presentation. All such
rights are reserved. The material and charts included herewith are provided as background information for
illustration purposes only. This Powerpoint presentation is not a definitive analysis of the subjects covered
and should not be regarded as a substitute for specific advice in relation to the matters addressed. It is not
advice and should not be relied upon. This Powerpoint presentation should not be released or otherwise
disclosed to any third party without prior consent from HR. HR accept no liability for errors or omissions or
reliance upon any statement or opinion herein.
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