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Your attention is drawn to the disclaimer

In this latest Resolution Insights Piece, we explore why optimising risk-adjusted
returns requires an investment strategy that is not only quality-focused but also
strongly climate-aligned today. We examine the risks of acting too late, the human
tendency to favour linear forecasts over likely exponentials, and the importance of
tipping points for understanding the climate crisis.

As always, we welcome your thoughts and feedback.

With best wishes,

The Resolution Team

Resolution Investors LLP (FRN: 1029032) is an appointed representative of Thornbridge Investment
Management LLP (FRN: 713859) which is authorised and regulated by the Financial Conduct Authority.



Too late is as good as never

Many investment firms tout their climate credentials, but, in reality, their criteria are
often undemanding or based on distant future goals - “By 2035, we aim for up to
75% of fund holdings to align with the Paris Agreement”

Some claims remind us of election-time political manifestos. Promises are made,
yet rarely enforced, and often broken without consequence. Blame cynicism, but we
are cautious of placing much weight on commitments with no real accountability.

At Resolution, we take a different approach. Our strategy is designed to be strongly
climate-aligned today. We set high hurdles that our investment companies must
meet now - for example, requiring all Transition Leader companies' to have carbon
reduction plans that are material, progressing well, and externally verified by SBTI.
Below we explore why this matters.

Our starting point is simple - if a claim is made, it should be true and verifiable. More
materially, we want our strategy to be ready today for upcoming legislation,
regulation, carbon pricing, consumer shifts, and other market forces - factors we
believe will have a far greater impact than the market anticipates.

Predicting the exact timing of new laws is tricky. Similarly, it is hard to know when the
market’s attention will shift and focus. But, when investors do wake up, share prices
often react sharply. Recently, the market value destruction in response to the
DeepSeek announcement, shows how quickly sentiment can change.

Likewise, the two leading global EV companies are now valued at 2x the top five
legacy ICE manufacturers, up

from just 0.2x six years ago. A Cumulative Market Caps ($bn) - 'Old' ICE focused vs
fund’s intention to align with 'New' Electric focused automotive manufacturers
the EV transition ‘in a few years
time’ would have been of no
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Tipping Points, Feedback Loops and S-Curves

We spend a lot of time thinking about tipping points, feedback loops, and s-curves -
they are fundamental for understanding ‘how change happens’, both in societies
and in nature.

Analysts across all fields default to forecasting smooth, linear trends. This is partly
human nature - just as people are known to struggle with intuiting probabilities; they
have an equally hard time grasping exponential growth.

The classic S-curve

Y-axis:
Payoff,
Output,
results

X-axis: Time, Effort,
Resources,

This is the lesson of the Chinese fable of the Emperor's Chessboard. The Emperor
agrees to reward a sage for his services - one grain of rice on the first square of a
chessboard, two on the second, four on the third, and so on, doubling each time. By
the final 64th square, the total is nearly 10 million million million grains of rice.
Clearly the Emperor was human after all, at least in his appreciation of
exponentials.

This tendency to think linearly is a problem because, in reality, change is often
exponential - or at least distinctly non-linear.




In Societies, it is common to see s-curve adoptions of innovations and new

technologies.

Rapid ‘parabolda’ adoption can be sparked or accelerated by legislation. Car
seatbelts is a case in point - in January 1983 the UK government introduced a new
law which made the wearing of seat belts compulsory for all car drivers and front
seat passengers. Shortly afterwards, participation jumped to 90%, and there was a
30% reduction in serious and fatal injuries.
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A more current example is the rise
of solar energy. Here, exponential
growth has been driven by a
combination of favourable
legislation, ongoing efficiency
improvements, and big cost downs.
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and time again.

In the physical & natural world, tipping points, feedback loops, and s-
curves are also common, though often under-appreciated.

In physics, the concept of latent heat explains how, when heating a glass with water
and ice, the temperature of the water is constant until all the ice is melted - at which
point, the water warms quickly. Similarly, while systems may appear stable, once a
tipping point is crossed, change can be swift and dramatic.

Another real-world example is London’s Millennium Bridge, which had to be closed
shortly after opening. A slight sway caused pedestrians to unconsciously step in
unison, amplifying the motion into a much stronger oscillation. This illustrates how
small factors can create powerful feedback loops, a core principle of Chaos Theory
and Dynamical Systems.

The decline of coral reefs worldwide is a well-documented example of negative
domino effects - small changes in water temperature and acidity lead to the demise
of entire ecosystems. This highlights their inherent fragility. On a more hopeful note,
some coral reefs have shown the ability to adapt to changing conditions, with
renewed growth. Here, we remain optimistic about nature’s ability to self-renew, but
only provided change remains within manageable limits.



Unfortunately, the global
climate crisis presents
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Duncan Austin (www.bothbrainsrequired.com) identifies that of the 41 physical and
biological feedback loops assessed - 27 are ‘reinforcing’ and will accelerate heating
(in red below), 7 are ‘balancing’ and will moderate heating (green), while 7 have mixed
or unknown effects (yellow).
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How to manage a global crisis

Regrettably, several tipping points have already been crossed. They have likely
contributed to the global temperature rise already hitting 1.5 degrees in 2024 - a
chunk earlier than expected.

Amongst the climate science community, the very real fear is of a domino effect,
where one tipping point triggers another, leading to a dangerous downward spiral. As
the recent Los Angeles wildfires testify, the consequences are severe and non-linear.
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Fortunately, most governments and regulators are increasingly aware and engaged.

The COVID-19 pandemic - another natural exponential initially seen as linear -
offered a blueprint for managing global crises. It revealed the extent to which
governments can impose restrictions, how swiftly new rules can be enacted, and
also peoples’ willingness to adapt to new ways.

Regardless of U.S. political shifts (which we will address separately), a la King
Canute, the waves of action against the climate crisis are unstoppable. When we
look back in 10 to 15 years, we expect to see regulations in place that today seem
almost unthinkable.

Beyond policymakers, funds should prepare for transformative shifts in consumer
behaviour. The history of the world could be written as the history of social
movements:



- The Women’s Suffrage Movement led to women gaining the right to vote in
many countries, and sparked broader gender equality reforms.

- The Civil Rights Movement in the USA in the 1950s and 1960s led to the
landmark Civil Rights Act aimed at ending racial segregation and
discrimination.

- The Indian Independence Movement led to the end of British colonial rule and
India gained independence in 1947. This inspired other anti-colonial
movements worldwide.

The climate crisis has arguably yet to see its defining ‘social movement moment’ -
but when it does, history shows that when people rally to a cause, sweeping change
will follow.

Conclusion

These thoughts bring us back to our core point - change often happens faster than
expected. From an investment strategy and risk-adjusted returns perspective, it is
crucial to be well positioned now, or risk being too late. At Resolution, we offer an
investment strategy that, as well as being quality-focused, is strongly climate-
aligned today.

The Resolution Team




Disclaimer

The information provided herein should be considered as non-independent and prepared for
marketing purposes only and is highly confidential and proprietary to Resolution Investors
LLP (“Resolution”) and may not be copied, reproduced, disseminated or distributed without
Resolution’s prior written consent. Any unauthorized review, use, disclosure or distribution is
strictly prohibited. Resolution is an appointed representative of Thornbridge Investment
Management LLP which is authorised and regulated by the Financial Conduct Authority
(“FCA).

This document shall not constitute an offer to sell, or the solicitation of any offer to buy, any
interest in any Fund that may be operated and promoted by Harrington Cooper LLP or
Resolution Investors LLP (herein, the “Fund”) or any other investment or strategy to which
reference is made or implied. To the extent that any such offer or solicitation will be subject
to the Offering Memorandum and other relevant investment documents that contain
important information (including investment objective, policies, risk factors, fees, tax
implications and relevant qualifications), and then only in those jurisdictions where
permitted by law. Such information may be subject to updating, verification or amendment
and may change materially. Accordingly, this information will not form the basis of, and
should not be relied upon in connection with, any subsequent investment in the fund.

By acquiring an interest in the Fund, and without limiting the generality of the Offering
Memorandum and other relevant investment documents, investors acknowledge and agree
that (i) information provided by the Fund, Resolution Investors, or any of its or their
respective affiliates (including this document and the Offering Memorandum) is not a
recommendation to invest in the Fund and that none of the Fund, Resolution Investors LLP
or any of its or their respective affiliates is undertaking to provide investment advice,
impartial or otherwise, or to render advice in a fiduciary capacity in connection with any
investment or prospective investment in the Fund; (ii) Resolution Investors and its affiliates
have a financial interest in investments in the Fund on account of the fees and other
compensation they may earn from the Fund as disclosed in the Offering Memorandum and
other relevant investment documents.

Any investment in the Fund is speculative and involves a high degree of risk. There is no
guarantee that the Fund’s investment objective will be achieved. Moreover, the past
performance of the Fund and the investment team should not be construed as an indicator
of the Fund’s future performance or a guarantee of future returns. An investor should not
consider investing in the Fund unless the investor is prepared to lose all or a substantial
portion of it's investment. Investors should make their own investigation and evaluation of
the Fund. Investors should inform themselves as to the legal requirements applicable to
them in respect of the Fund, and the income and other tax consequences to them of holding
interests in it.

Resolution Investors LLP makes no representation as to the performance metrics of any
third-party organizations or the achievement of underlying impact goals. Where applicable,



achievement or compliance with these metrics should be evaluated over the longer-term
rather than any shorter time periods indicated.

Any case studies are provided solely to illustrate the types of investments that Resolution
Investors pursues. They do not represent all investments made by, or outcomes achieved
by, Resolution Investors LLP or the Fund. Examples of investments referenced herein were
selected for inclusion based on objective, non-performance based criteria for the purpose of
describing the investment processes and analyses the Adviser uses to evaluate such
investments. Investment rationales and other considerations are based on Resolution
Investors’ internal analysis and views as of the date those views were formed; they have not
been and will not be updated. No statement should be considered a recommendation of any
security or investment.

Information is provided to discuss general market activity, industry or sector trends, or other
broad-based economic, market or political conditions. Economic, regulatory and market
forecasts presented herein reflect our judgment as of the date of this presentation and are
subject to change without notice. These forecasts are subject to high levels of uncertainty
that may affect actual performance. Accordingly, these forecasts should be viewed as
merely representative of a broad range of possible outcomes. These forecasts are
estimated, based on assumptions, and are subject to revision and may change materially
as economic and market conditions change.

This communication is exempt from the prohibition in section 21 of the Financial Services
and Markets Act 2000 on the grounds that it is made to or directed only at investment
professionals within the meaning of Section 19 of the Financial Services and Markets Act
2000 (Financial Promotions) Order 2005.

Harrington Cooper LLP is authorised and regulated by the Financial Conduct Authority
(FRN 529866), registered in England and Wales as a limited liability partnership (number
OC319697, registered office: The Royal Exchange, 2 Royal Exchange Steps, London, EC3V
3DG, United Kingdom.

Resolution Investors LLP (FRN: 1029032) is an appointed representative of Thornbridge
Investment Management LLP (FRN: 713859) which is authorised and regulated by the
Financial Conduct Authority.

© Resolution Investors LLP 2025. All Rights Reserved. No part of this publication may be
reproduced, stored in a retrieval system, or transmitted, in any form or by any means,
electronic, mechanical, photocopying, recording, or otherwise, without the prior written
permission of Resolution Investors LLP.
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