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PART 1. Bottom-up

Sustainable Finance

Risk (for Green New Deal) Opportunity

Bottom-up

=8/|8=2 X&Hlses

o
& MH|A 2} (Green Taxonomy)

o ESG 2|23 g

o AEZH X|E7tsw=E A2 HE

op




1. X|H7s58

(<o
HE2o a87[8s2 &g, Atel, 7|2 ™=l X[&7ts-dut SHEEl ZHMS X
A= el&3 #el, £ =l & 55 7K1 (AS

Goldman Sachs JPMorgan Chase & Co.
Environmental Policy Environmental and Social Policy

Pk

ool'—T'— 9}'\

o,

DIV IVIEW et stscess s siss st st bbb bbb b s e R b b bbb b b 1
Our BuSINess ... e L B
. Environmental Market Opporrumtles .
A
B.
C.
D.  Center for Environmental Markets........coiveimcenecms s 7
II.  Environmental and Social Risk Management..........c..oocoeceuuecrioveesnsiescssssiessenn 9
A, Process and Scope......coueinine _._ ................................................................ 9
B. SecmrGuidelines_.,..,,..,_.,,_.,_.,,%JT ,,,,,,,, A I-EIEIAE'I_ .........
C. Cross-SecmrGuidelines.,__.,_.,TT-!'.,._.,..,,..:l.,,?..E,_.,,_t,lr.g,l.g,l:._;l:'
D.  Climate Change Guidelines ..........oovoriovriueiueiinsiiesieesioene oo 13
E.  TERUNIME. coctiericiieciiamissssieessessessens st esnsssseesses s s s sss e smes s s s 14
Our Operations and OUF PEOPIE..........owveririeiiiecieiiiees e e ceee sttt st ettt s 15
L U OIPLIATIONS cvucivveiecsiiniicmssiscr s ses s em s as s sss s e e s 15
A, Corporate Services and Real Estate........occooooooioiiiiiciii e, 15
B, Teehnology .ot siess st ens s s st 16
Il OUE PROPLE. oottt et s st e b s s e 18
Implementation and GOVEIMENTE  ........ow.uecviiestieriieinesesessas e s st st sesss et ses st s 19

1.

),
|.

2HEALR| 2|3 #2| 3.

JEERTEE-ET
Yui4 9 ofx|
SAME| 2|lA3
e
2872 3x| 2ot

» 2HEAMD| HE

» F7FHEVEQ
O|zFr o= 0Ol st
O Ho X o

- HE o 5.

e LIEEDIQ HE

0|°4aA@ﬂﬂ
o 287z %

ZEEpQ HEQ 6.

7|=H3t
® J|= X4 (Carbon
Asset Risk)2| 2| G &
o HHIINQ

SIAOIXHE 7.

287elo| HE 4.

s
°

P 0
=

Pal

oN Hn M

® o0
=

® [Ho
b of

m

N

M
o

oY e oz
H M o
op &2
oo 02

24

L

r

re ou Ngu
e

HI
L

Jas

J

xHel 22|
2 ofL{x| o
RN S

72 et

2872 2%|
£x} 73]

b ro
ol
=
ro
r=
=2
=2

INITIATIVE




E} A
L -1 O
7|82 SR H Ll ofLl-FXt 2L, PP IPO &2 &AM H|AE =20std U=

INITIATIVE

Financing the

Wo have helped HSBCE =2 EUE0| 3 TAMA
the Polish governmant
raise =<
EUR 750 O =MZAX (Green Economy)0f| CHSst=
that's the estimated million 090 Biru=
93 global investment for green projects and Mexico City raise _'-_||:A_||{ [=ixs) %!- EH3
uso that will be nesded

USD &3 hillion

LUITT IF by 2030 o fight okt = "
a?rrpaorltn{)v(ﬁlging.n @ 2O3OL|jH|-X| 7|—CI>—HI_:|2|' EH%% '?' OH

climate change.

We aim to encourage i = - = — aIe
the graén bond markst J-é!_g_ol_} EE%{ ‘l—xl't $93 trl”lon
\ to grow
We at HSEC are committed e or Tt N -
to playing our part and enable investors to make @ HSBC: S =y EH OJél X|—_-|—7|-30|_|-
Wo have v v informed choices by working with _ o o
issued our own others to set clear and consistant _I_L:"7|§_T'I:|-E| Al*E" .T'I:|-EI_ €500 million
EUR wan rules for green investment
500 RO A KA e
mII!’lq‘n ® EZE EE 2I8ll €750 million
grean bon
| whil rd-winning Climate C Centre iT o
supporting ile our award-winning e Change 'FILE-Q-l _L—':lAﬁH iix—ﬂg Xf%.’.‘_g Xl-'l;'l

of Excellence produces insight on how the world
can build a low-carbon economy.

M cas fortrasganed Clrvia Cuaage 1t e Riowl Survay Xk

projects
including:

wind farms, solar plants
e and sustainabls

Wasts faciities. Read the |atest on gresn finance from HSBC

www.hsbc.com 213l $2 billion Xfg2Z&M X|&

@ HADAE[S XMEaES AES
|
=)

HSBC X»

Source: http://www.hsbc.com/tag/green-finance
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CitiGroup - $100 Billion Environmental Finance Goals

$100 Billion Environmental Finance Goal: Financial Highlights, 2014-2018

1087k EtE2f

$95.35

SHI|2 Mo

toward the $100B Environmental Finance Goal*

RESULTED IN

$6.78 1=l $18.58 S11.18

in sustainable in public finance in water quality
transportation and conservation

$61.38 $16.08  allm $4.18

in renewable in green bonds™ in green building
energy

* Transactions fall within multiple categories of reporting.
** Includes green portion of sustainability bonds when information is available.

Source: https://www.citigroup.
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« 20184 ($171bn) CHH]

2019'F ($259bn)2 =
of = 4%

Global green issuance 2013 - 2019

Global green bond and loan issuance S S
increases over 50% in 2019 Climate Bonds

« 2/39| A= 0] Ad=1} oA K|

220 Exte

« OFNA=7HOME 588

150 | North America
::xatﬂunﬂ - 2019'1:' Eél- _6|__:|XH béF'é'cI;l_ﬁl.
$13.4bn
- MNA HIEE
— N . Ik
2013 2014 2018 2016 2017 208 2019

2018 (19%) 01| A
“ASEAN issuance represents 3% of global total, 12% of Asla-Pacific in 2019 20195(3%)2 %7'.)

W Africa
200 | Latin America
[ Asia-Pacific*

o

Amount kssued (USDbn)
¢ 8

@© Climate Bonds Initiative 2020 ASEAN Green Finance State of the Market 2019

https://expertinvestoreurope.com/asean-green-debt-issuance-hit-8-1bn-in-2019/
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EU Taxonomy — Green vs. Non-green vs. Brown

The EU has committed to three ambitious climate and energy targets by 2030:

|
Minimum 40% cut in At least a 32% share

greenhouse gas emissions of renewables in final
compared to 1990 levels energy consumption

At least 32.5% energy
savings compared with the
business-as-usual scenario

To make the EU climate-neutral by 2050, Europe needs between €175 to €290 billion in additional yearly
investment in the next decades.

https://ec.europa.eu/info/sites/info/files/
business_economy_euro/banking_and_fi
nance/documents/200108-financing-
sustainable-growth-factsheet_en.pdf
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Transition Risks: - 13.16%
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Physical Risks: - $1.2 trillion (2=GDP -11.68%)
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Green Revenue: x 6 times
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“MUST appropriately monitor the risk of environmental liability arising in respect of the collateral,
such as the presence of toxic material on a property”
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UNEP FI & University of Cambridge — Stability and Sustainability in Banking Reform

Pillar 1

Pillar 2

Pillar 3

Minimum Capital Requirements

Supervisory Review Process

Market Discipline

Additional/Refined Capital Basis
- Liguidity Coverage Ratio (LCR)

- Net Stable Funding Ratio (NSFR)
- OTC Derivatives Charge

- Quality and Level of Capital

- Leverage Ratio

- Capital Conservation Buffers

- Countercyclical Buffers

- Enhanced Loss Absorption
Clause

(Write-Off or Debt Conversion)

The management of certain
transaction -specific
environmental risks on

Supervision (Dialogue)

- Firm-wide Corporate
Governance

- Managing Risk Concentrations
- Alignment of LT Incentives

- Sound Compensation Practices
- Supervisory Colleges

- Capital (ICAAP)

Firm-wide Risk Management

- Valuation Practice, Stress Tests

Supervisory Review Evaluation
Process (SREP)

- Capital
- Governance

credit and operational risks
is already required by
paragraph 510

<Pillar 2> &= |CAAPS} SREP01|A1 HAX stE2|A30
mggggagaﬁai

ICAAP and SREP can
be used to assess

portfolio risk
exposures to systemic
environmental risks

= B flol &

* |ICAAP: Internal Capital Adequacy Assessment Process/
* SREP: Supervisory Review Evaluation Process

Additional/Enhanced Disclosure

- Risk Management
* Market
e Credit

* Operational

- Regulatory Capital components

- Detailed Reconciliation of Capital
- Regulatory Capital Ratios

- Securitisation Exposures

Standardised or
harmonised disclosure of
information about exposure
to, and management of,
systemic environmental
risks could form part of
additional or enhanced
disclosure requirements

<Pillar 3> &% KA =
CEN T.;FE|01| CHot BF

#e|Aa0)

Totel

7t B dotE 2SI /49| o

HHE 3A
f2 94

Source: Stability and Sustainability in Banking Reform: Are Environmental Risks Missing in Basel 1117, 2014, UNEP Fl, Institute for Sustainability Leadership of University of Cambridge
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Increased uncertainty for
investors/loss of market

confidence

Reduction in lending in
unaffected areas
Direct damage to banking
and payment service
facilities

Asset fire sales causing

falls in asset prices
insured
—

Losses for insurers

Losses for banks
uninsured

Reductionin
lending in

affected areas

Reduction in insurance in Fall in collateral Weakening of household and
affected areas values

corporate balance sheets
Limited financing available

for reconstruction from
physical damage

1

Fall in output in affected
areas

Source: Bank of England, Staff Working Paper No. 603,, 2016, Let’s talk about the weather: the impact of climate change on central banks
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Mark Carney SX{= ?H'—H:f Ad2d X AAZ BISe| =22 &AL H ™Y, FSB X,
Bank of England SME < 5IH 5& &M 7|2l 2|23 2e|E M Eost=0 7o e

= Governor of the Bank of England, 2012-now
= Board Member of Bank for International Settlements
» Chairman of the Basel-based Financial Stability Board, 2011-2018
= Chairman of the Bank for International Settlements’
Committee on the Global Financial System, 2010-2012

= Governor of the Bank of Canada, 2008-?

= Goldman Sachs
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G20 Financial Leaders Commit to Exploring Green Finance Options

PRESS RELEASE | February 27,2016

Shanghai, 27 February 2016 - Finance ministers and central banks governors of the G20 major economies committed
today to exploring ways of greening the US$90 trillion of investments required over the next 15 years to achieve global
sustainable development and climate objectives.

Under the Chinese Presidency, G20 launched the Green Finance Study Group, co-chaired by China and the UK, to
mobilize private capital for green investments.

F— ’ Y - —

G20 Finance Ministers and Central Bank Governors Meeting

Shanghai, 27 February 2016 - Finance ministers and central banks governors of the G20 major economies

committed today to exploring ways of greening the US$90 trillion of investments required over the next 15 MEDIA CONTACTS

years to achieve global sustainable development and climate objectives. « Michal Szymanski w o

Under the Chinese Presidency, G20 launched the Green Finance Study Group, co-chaired by China and the UN Endiconment Nej p Xl = 7 I‘s g‘ =3 a' 7 I‘ E = ubll'l 7“ Hal'
UK. to mobilize private capital for green investments. uneprewsdesku y

+254715876185 f

Addressing the G20 finance ministers and governors in Shanghai, the United Nations Environment
Programme (UNEP) Executive Director Achim Steiner said, "Financing the green transition is essential for
sustained prosperity over the long-term, and also to address the immediate concerns of finance ministers TOPICS
and central bank governors to promote growth, employment and financial stability."

EU, 9=, Z&tA 4 E2te o|E2|of,

|o} &2 QIz QITI4A|Of
Since 1992, the UNEP Finance Initiative has brought together over 200 public and private financial

institutions to catalyze change in the finance sector. Its Portfolio Decarbonization Coalition currently RELATED ¢ W / O gl ?_” LF E ;l
N/ 1 O

Finance

UNEP is acting as the secretariat for the Green Finance Study Group, building on its two decades of

experience in the realm of green finance. Sustainable De

a
z M
111
ofu
i

Source: http://www.unep.org/newscentre/g20-financial-
leaders-commit-exploring-green-finance-options




FSB2| TCFD (Taskforce on Climate-related Financial Disclosure)
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Transition Risks

Policy and Legal Opportunities
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Expenditures Statement Statement Sheet

Source: Financial Stability Board, Recommendations of the Task Force on Climate-related Financial Disclosures, June 2017
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Source: UNEP Finance Initiative, Expending Our Horizons: Assessing credit risk and opportunity in a changing climate:
Outputs of a working group of 16 banks piloting the TCFD Recommendations — Part I: Transition-related risks & opportunities, April 2018
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to integrate ESG

Inv stment
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to integrate ESG and
Increased disclosure

#6 Credit ratings to
integrate ESG
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data providers

o

#9 Strengthening
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#8 Incorporating
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prudential requirements

Companies and
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Investment projects
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#3 Facilitating investment
in sustainable infrastructure projects

Source: European Commission, Action Plan: Financing Sustainable Growth, 2018
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Reorienting capital flows
towards sustainable
investments

Mainstreaming
sustainability into
risk management
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Fostering
transparency
and long-termism
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NGFS (Network of Greening the Financial System)
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NGFS, Guide for Supervisors: Integrating climate-related and

environmental risks into prudential supervision, May 2020
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PART 3. SF for Green New Deal

Top-down
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Risk for Green New Deal
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SH=CHE, UNEP Finance Initiative
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