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ESG RISK QUARTERLY
ECOFACT's briefing for risk experts

Editorial

Now it is the board of directors’ turn

The time when sustainability was just an issue for subject matter experts, intrinsically motivated staff, and middle management
is over. And that’s a good thing. As much as these courageous attempts achieved, without the backing of the entire organization
their real-world impact remained limited.

For as long as sustainability was not a strategic matter, senior management and boards of directors took little interest. At the top
level, some individuals did care and engage on these issues, often driven by concerns about the firm’s adverse impacts on society,
reputational risk, and the global risks to future generations. Alongside internal sustainability advocates, they did help to establish
their companies as the sustainability leaders in their industries.

Sustainability and other ESG issues are now undeniably of strategic importance. Just have a look at HSBC. The global bank

has identified the transition to a net-zero carbon economy as one of its four strategic pillars. To be clear, it is not talking about its
sustainability strategy, but its business strategy overall. Such a decision obviously could not be made without the involvement of

HSBC's board of directors.

Today, involving the board is not an option — it's an obligation. In many jurisdictions new regulations provide further details of
what the new board duties comprise (ECOFACT Policy Outlook users can access our recent briefing here). They can be summarized
as follows:

» Qversee the identification and prioritization of ESG risk factors that can affect the company’s revenues, its long-term
success, and shareholder returns

« Supervise the identification and prioritization of ESG-related adverse impacts that result from the company’s business
activities, or those of third parties with which the company maintains business relationships

« Consider ESG factors and the requirements included in ESG regulations when developing corporate strategies

« Ensure that sustainability-related information is included appropriately in the relevant reports

» Manage the integration of ESG-related risks into risk management policies and frameworks, as well as their implementation
» Direct the application of environmental and human rights due diligence frameworks

Of course, for many directors this presents new challenges, as they lack the knowledge and the experience to work on ESG strategies.
Providing them with helpful and digestible information is therefore essential.

In the briefing, my colleague offered a very good rationale for why these duties have become so crucial. Considering the correlation
between ESG performance and company valuation, boards of directors have much to reflect upon. And she adds, as the scope of
ESG issues grows, so too do board responsibilities.

Olivier Jaeggi

Complementary Policy Outlook trial

Did you know we offer free, 30-day trials of Policy Outlook? This tool is the world’s largest and
most comprehensive database on sustainable finance and corporate responsibility regulations.
ECOFACT monitors regulatory initiatives in more than 50 countries and the European Union,
delivering in-depth analyses of developments in jurisdictions responsible for nearly 85 percent
of global GDP. Start your trial now.
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International standards

Updates on cross-sector environmental and social standards that might be relevant as benchmarks for risk assessments.
Scope: key developments related to the most important international environmental and social standards.

New UN resolution on a healthy environment and historic climate ruling by Brazil's Supreme Court

The United Nations General Assembly has declared a healthy environment a human right for everyone on this planet. While not legally
binding on the 193 UN member states, the resolution is one of many international declarations designed to help people hold their
national governments more accountable on environmental protections. In a related development, the Brazilian Supreme Court
recognized the Paris Agreement as a human-rights treaty that trumps national law. As a result, the country’s government must
reactivate its climate action fund, which was originally set up in 2009 but has been inoperative since 2019. Advocates are
hopeful that these groundbreaking human rights developments will catalyze more ambitious climate action and transformative
environmental justice. July 28, 2022

Read more (1) => B Read more (2) ->

EU taxonomy nuclear and gas decision attracts challenges

The EU’s inclusion of natural gas and nuclear power in its green taxonomy has provoked the ire of civil society organizations - and
some EU member nations. Five civil society organizations, including the WWEF European Policy Office, resigned from the European
Commission’s Platform on Sustainable Finance, saying that the Commission had ignored the recommendations of its expert group,
particularly regarding the inclusion of gas and nuclear power in the taxonomy. This has damaged the taxonomy’s credibility, according
to the organizations, who also said they had lost faith in the process. Luxembourg and Austria are challenging this development in
the courts, with Austria calling the law essentially a “greenwashing” of fossil fuels, while a dozen environmental organizations are
challenging the inclusion by requesting an internal review. September 14, 2022

Read more (1) => B Read more (2) => B Read more (3) b d BENNE)] ->

Open consultations

QOur Policy Outlook database tracks open consultations that are relevant to the wider financial and insurance industries as well as
corporate actors. Organizations and governments solicit structured feedback from stakeholders during these events. Interested parties
can comment on the materials that are issued to promote dialogue. Please contact us for more information on open consultations.

Authority Consultation topic Deadline for input

Climate Bonds The draft of version 4.0 of the Climate Bonds Standard and Certification November 4, 2022
Initiative Scheme aims to expand the standard’s structure, enabling the

certification of non-financial corporates and the sustainability-linked

bonds they issue.

Principles for The PRI is running a two-part consultation on the topic of “PRl in January 2023
Responsible a Changing World." It is requesting signatory input on the initiative’s
Investment (PRI) value, vision, mission, and purpose.

Source: ECOFACT's Policy Outlook, a database of in-depth analyses of sustainable finance and corporate responsibility regulatory initiatives across the globe.
More information: https://www.ecofact.com/policyoutlook/

A
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https://digitallibrary.un.org/record/3982508?ln=en
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_4349
https://wwfeu.awsassets.panda.org/downloads/220913_eu_platform_expert_letter_to_commissioner_mcguinness__2_.pdf
https://www.wwf.eu/wwf_news/media_centre/?7581466/EU-Taxonomy-Environmental-groups-start-legal-action-against-sustainable-gas-classification
https://www.climatechangenews.com/2022/07/07/brazilian-court-worlds-first-to-recognise-paris-agreement-as-human-rights-treaty/
https://www.reuters.com/business/sustainable-business/eu-parliament-vote-green-gas-nuclear-rules-2022-07-06/
https://www.euractiv.com/section/energy-environment/news/ngos-walk-out-of-eu-green-finance-group-citing-political-interference/
https://www.ohchr.org/en/press-releases/2022/07/historic-day-human-rights-and-healthy-planet-un-expert
https://www.euronews.com/my-europe/2022/09/19/taxonomy-12-ngos-launch-legal-challenge-against-eus-bid-to-label-nuclear-and-gas-as-green
https://time.com/6196779/austria-challenging-eu-over-green-gas-label/
https://www.ecofact.com/policyoutlook/
https://www.ecofact.com/policyoutlook/
https://tools.ecofact.com/polo/search/details/488/
https://tools.ecofact.com/polo/search/details/642/
https://www.climatebonds.net/files/files/standards/standard/DRAFT-climate-bonds-standard-v4-public-consultation-060922.pdf
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Spotlight: ESG investing under fire - is the business case still relevant?

SPOTLIGHT

A deeper dive into news, issues, or developments that have received significant attention in the past quarter. We also explain why we think

the topic is important to your work.

ESG investing has come under fire. The third quarter of 2022 was

marked by a flurry of backlash against this approach. Sentiments
ran high: politicians’ anti-ESG efforts were labelled as political
“interference with the free market,” and even an American comic
creator joined the critics. One company launched a new “anti-ESG”
exchange-traded fund under the banner of “excellence capitalism.”

Some politicians, particularly Republican officials in the USA,

view an ESG-first approach as a potential violation of the prudent
investor principle; they assert that ESG consideration steers
investment away from high returns and rewards underperformers.

US states such as Texas and Idaho are using their newly passed
anti-ESG laws to divest state funds from financial institutions
that “boycott” fossil fuel companies. Some appear to reference
institutions’ public ESG-related ratings, policies, and data to
identify violators.

Why we think it matters

Some criticism leveled at ESG investing is valid, but as a
whole omits essential points. The anti-ESG movement is

likely to be short-lived because authorities and regulators
(such as the Federal Reserve and the European Central
Bank) recognize the risks that climate change and other
environmental concerns pose to the financial system.
This makes ESG consideration a matter of fiduciary duty.
There is also an indication that “red states” pay a premium
when issuing municipal bonds, as major underwriters are
leaving these states.

The ESG debate heats up

The Truth About ESG and US Forum for Website: Proponents of sustainable investing give 10 reasons why the
Sustainable Investment Sustainable and approach is necessary and must be pursued.

Responsible

Investment
A broken system needs The Economist Article: This eight-part special report highlights perceived failings of
urgent repairs ESG investing.
One Fund, Three Names and Bloomberg Article: What is it that makes an investment “sustainable”? Is it all in
Lots of Questions for “ESG” the fund’s name, and why do these names keep changing?
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https://www.responsible-investor.com/blackrock-disturbed-by-anti-esg-movement-slams-inaccurate-statements/
https://www.reuters.com/business/sustainable-business/comment-backlash-climate-smart-investing-us-is-based-blatant-lie-2022-08-16/
https://www.bloomberg.com/news/articles/2022-09-21/-dilbert-becomes-the-voice-of-the-esg-opponents-green-insight
https://www.ft.com/content/a8ce3918-59c3-4bca-8832-2a475a2c1124
https://www.washingtonpost.com/climate-environment/2022/07/12/republicans-threaten-wall-street-over-climate-positions/
https://www.cnbc.com/2022/08/25/texas-says-10-companies-including-blackrock-boycotting-energy-.html
https://www.responsible-investor.com/idaho-treasurer-reviewing-financial-institutions-compliance-with-anti-esg-law
https://www.responsible-investor.com/msci-did-not-advise-texas-comptroller-on-fossil-fuel-boycott-list/
https://www.reuters.com/markets/us/us-feds-new-supervision-chief-barr-lay-out-vision-wall-street-oversight-2022-09-07/
https://www.bankingsupervision.europa.eu/press/speeches/date/2022/html/ssm.sp220922~bb043aa0bd.en.html
https://www.bankingsupervision.europa.eu/press/speeches/date/2022/html/ssm.sp220922~bb043aa0bd.en.html
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4123366
https://esgtruths.com/
https://news.bloomberglaw.com/esg/one-fund-three-names-and-lots-of-questions-for-esg
https://www.economist.com/special-report/2022/07/21/a-broken-system-needs-urgent-repairs?
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High-risk sectors

News on risk factors and trends, regulations, and best practices associated with key high-risk sectors.

6‘ Oil & Gas ), Mining A‘ Forestry

Risk factor 6‘ ),. “ 6‘8 } .‘ 6

Historic drought severely affects most sectors of the
world’s economy

A disturbing theme of the third quarter of 2022 was widespread
drought conditions that touched many economic activities around
the world. Blamed on climate change, the lack of water or high
prices for available water is affecting agriculture, power generation,
manufacturing, shipping, mining, and other industries. The high
temperature and low flow of water reduces oxygen levels, which
also affects fish and wildlife. The European Commission’s science
and knowledge service predicts that these conditions will continue
in the western Euro-Mediterranean region at least until November.
Scientists say climate change triggers erratic weather, which is
making water supply increasingly unreliable. A May 2022 report
calculates water-related risk for the financial sector at USD
225 billion and exhorts institutions to identify, assess, manage,
and disclose water risks across portfolios and loan books.
August 23, 2022

Risk factor }

Turbulence ahead for wind power?

Offshore wind power may have unintended consequences:
researchers have found that deep-water wind turbines on the
continental shelf, which could provide 80 percent of wind power
in the future, may disrupt vital ocean processes. The turbines
could create turbulence that alters the life cycle of phytoplankton,
in turn damaging ocean food webs. Their conclusion: more
study needed. Moreover, climate change itself could make wind
turbines less useful. Researchers have found that surface winds
appear to be slowing in a “great terrestrial stilling.” As the polar
regions of the earth warm faster than other regions, the global
temperature differential is reduced, resulting in weaker winds.
Aside from the impact on power generation, wind stilling
could lead to worse droughts, more intense winter storms, and
worsening wildfires. September 12, 2022

Read more (1) => B Read more (2) ->
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Voluntary standards in extractive industry not enough for
human rights; environmental risks

Voluntary human rights and environmental due diligence standards
in the raw materials industry are insufficient, according to a new
report from Germanwatch. The organization examined seven
voluntary standards for the raw materials sectors, including the
Copper Mark, the London Metals Exchange, the Responsible
Steel Initiative, and the Voluntary Principles on Security and
Human Rights standards, and found that all fell short. None of
the standards ensure compliance. They all lack transparency,
independence, and right-holder access and involvement with
audits. Grievance mechanisms and corrective action plans are
also inadequate, and adherence to the UN’s Guiding Principles
on Business and Human Rights is patchy. The study’s authors
state that minimum legal requirements are necessary if companies
are to meet due diligence standards. July 4, 2022

Risk factor e

Swiss cement company Holcim faces Global South
legal challenge

Under the banner of the “Call for Climate Justice” campaign,
four fishermen have filed a historic request for arbitration (the
first step in Swiss civil proceedings), seeking damages and
emission reduction from the Swiss cement company Holcim, a
leading global manufacturer of cement. Holcim is one of the 50
biggest corporate CO, emitters worldwide. The case asserts
that Holcim should take responsibility for its contributions to
climate change. Large portions of Pari, the plaintiffs’ small
Indonesian island, are expected to be under water within 30 years.
Locals are already challenged by increased flooding and find
themselves facing enormous costs. Courts have yet to decide
the extent of individual corporate responsibility for the global
crisis. July 13, 2022

Read more (1) => B Read more (2) (German) ->
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https://www.bloomberg.com/news/articles/2022-08-23/worst-drought-in-decades-threatens-china-s-economic-recovery#xj4y7vzkg
https://www.theguardian.com/environment/2022/aug/13/europes-rivers-run-dry-as-scientists-warn-drought-could-be-worst-in-500-years
https://www.economist.com/business/2022/08/17/for-business-water-scarcity-is-where-climate-change-hits-home
https://www.climatecentre.org/9276/study-climate-change-made-this-years-northern-summer-droughts-at-least-20-times-more-likely/
https://www.bnnbloomberg.ca/worsening-drought-drives-california-water-prices-to-all-time-high-1.1800345
https://www.bnnbloomberg.ca/worsening-drought-drives-california-water-prices-to-all-time-high-1.1800345
https://www.fao.org/newsroom/detail/drought-in-the-horn-of-africa-fao-appeals-to-help-avert-famine-and-humanitarian-catastrophe/en
https://www.reuters.com/business/sustainable-business/inconvenient-truth-droughts-shrink-hydropower-pose-risk-global-push-clean-energy-2021-08-13/
https://www.theguardian.com/world/2022/aug/05/rhine-low-water-levels-shut-cargo
https://www.theguardian.com/environment/2022/oct/05/canada-dead-salmon-drought-british-columbia
https://edo.jrc.ec.europa.eu/documents/news/GDO-EDODroughtNews202208_Europe.pdf
https://cdn.cdp.net/cdp-production/cms/reports/documents/000/006/321/original/High_and_Dry_Report_Final.pdf?1651652748
https://www.weforum.org/agenda/2022/08/drought-water-climate-un
https://www.germanwatch.org/sites/default/files/germanwatch_an_examination_of_industry_standards_in_the_raw_materials_sector_2022-09.pdf
https://www.germanwatch.org/en/85063
https://www.frontiersin.org/articles/10.3389/fmars.2022.830927/full
https://www.nature.com/articles/s43247-022-00498-3
https://callforclimatejustice.org/en/
https://hakaimagazine.com/news/offshore-winds-turbulent-future/
https://www.ecchr.eu/en/press-release/an-island-demands-justice/
https://e360.yale.edu/features/global-stilling-is-climate-change-slowing-the-worlds-wind
https://www.srf.ch/news/wirtschaft/klimakrise-in-indonesien-inselbewohner-fordern-entschaedigung-von-holcim
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High-risk sector controversies

This table shares SIGWATCH data on NGO campaigns and financial institutions’ exposure to criticism from NGOs. It also provides
ECOFACT-curated links to sector-related controversies from the last quarter as well as our risk rating.
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Noteworthy news

Report reveals that some toilet
paper manufacturers continue to
source from the boreal forest; offers
sustainability scorecard for brands.

Read more

Coal prices set 10-year records as
energy supply strained; despite a
decline in coal use, consumption is
expected to increase.

Read more

Industrial unions ask Brazilian
president to withdraw from the
ILO Indigenous and Tribal Peoples
Convention of 1989.

Read more

Sector &

subsector

Agriculture

Livestock agriculture Palm oil

Deforestation by

agriculture

Level of controversy
Number of NGO campaigning
actions per quarter in the last
five quarters

2021

AVaYS

2022

81
66
D)—0—0

Fl exposure

% share of
NGO actions
criticizing Fls
(SIGWATCH
data)

ECOFACT
risk rating

9%

8%

24%

Noteworthy news

Few companies sourcing palm oil
from Indonesia use third-party
verification to ensure that supply
is deforestation-free.

Read more

Asked to cut livestock numbers to
meet climate and nitrogen targets,
farmers say their operations will
not be profitable.

Read more (1) Read more (2)

Over 90 percent of tropical

deforestation is linked to agriculture;

there is a need to understand
causes, states report

Read more

After weighting the level of controversy associated with each subsector, ECOFACT assigns a risk rating of either red (high risk),
orange (enhanced risk), or
institutions (Fls) face when investing in the sector.

About SIGWATCH

SIGWATCH scans the messaging of more than 10,000 NGOs around the world every day, identifying active and emerging campaigns
and issues, and tracking the criticism (and occasional praise) of corporations and industry sectors. This qualitative and quantitative
data offers unique insights into NGO concerns and gives early warning of the problems that companies and investors will have

to manage in the months ahead.
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https://www.nrdc.org/media/2022/220912
https://cdn.cdp.net/cdp-production/cms/reports/documents/000/006/522/original/CDP_Palm_Oil_Report_2022_Final.pdf?1660821343
https://www.cnbc.com/2022/08/02/coal-consumption-is-expected-to-return-to-2013s-record-levels-iea.html
https://www.theguardian.com/world/2022/aug/29/irish-farmers-cull-cows-meet-climate-targets
https://www.theguardian.com/environment/2022/jul/21/emotion-and-pain-as-dutch-farmers-fight-back-against-huge-cuts-to-livestock
https://forestsandfinance.org/news/companies-call-for-end-to-prior-consultation-with-indigenous-peoples-society-pushes-back-and-mining-companies-retreat/
https://www.science.org/doi/10.1126/science.abm9267
https://www.sigwatch.com/
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Emerging risks

Risks that could be relevant when looking into a company’s business model. These issues may not yet be considered highly significant,

but they have the potential to be.

& Climate change’s impact on the economy probably worse than previously believed; financial stress-testing climate
models and standards need to change, say researchers

A recently published study makes the case for considering bad-to-worst climate-change scenarios, calling this “integrated catastrophe
assessment,” and pointing out that the extreme consequences of anthropogenic climate change are “dangerously underexplored.” With
several of the earth’s systems near tipping points, we appear to be underestimating risk, and this spills over to risk-modeling in the
financial system. Other researchers looked at climate scenarios used by the financial industry, concluding that top-down approaches
are flawed “at a granular scale.” They warn against adopting these approaches - such as the Network for Greening the Financial System
methodologies - in isolation, and caution against them evolving into industry standards. They promote the addition of bottom-up
assessments alongside top-down ones in order better to capture material risk. September 29, 2022

Read more (1) => I Read more (2) => B Read more (3) => B Read more (4) ->

o
° | ~o0
Growing environmental costs of crypto-mining under scrutiny

A recent study published in Scientific Reports shows that cryptocurrency and blockchain “mining” is as environmentally damaging

as beef farming, uses as much electricity as Austria, and is becoming more carbon-intensive. Given these environmental costs, the
industry is facing increasing scrutiny. In the United States - host to a third of the world’s crypto operations - Democratic lawmakers
have called on the Department of Energy and the Environmental Protection Agency to require that crypto-miners report on their energy
use and emissions. The Office of Science and Technology Policy has recommended that the US take steps to ensure cryptocurrency
doesn’t increase power costs or endanger the power grid, while the European Central Bank has also warned financial institutions
about the climate-associated risks of crypto technologies. September 29, 2022

Read more (1) => 0 Read more (2) => B Read more (3) => B Read more (4) ->

Cyber risk in central banks: study

Increasingly sophisticated cyberattacks are becoming an everyday occurrence. As one of the most consistently attacked sectors, finance
is especially at risk. Central banks have developed complex assessments of the frequency and cost of various kinds of cyberattack,
according to a Bank for International Settlements working paper. A survey of 21 members of the Global Cyber Resilience group has
revealed that phishing and social engineering are deemed the most common attacks, while the potential losses of systematically
relevant attacks are deemed to be considerable. Most respondents suspect that the sector is underprepared, and they have increased
cyber security investments since the pandemic. Central banks also cooperate via a networked coordination center, standard-setting,
and shared security projects. September 14, 2022
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https://www.pnas.org/doi/full/10.1073/pnas.2108146119
https://iopscience.iop.org/article/10.1088/2752-5295/ac856f
https://www.nature.com/articles/s41598-022-18686-8?utm_medium=affiliate&utm_source=commission_junction
https://www.warren.senate.gov/oversight/reports/warren-colleagues-call-on-environmental-protection-agency-and-department-of-energy-to-require-cryptomining-companies-to-disclose-energy-use-and-emissions
https://www.whitehouse.gov/wp-content/uploads/2022/09/09-2022-Crypto-Assets-and-Climate-Report.pdf
https://www.ecb.europa.eu/pub/financial-stability/macroprudential-bulletin/html/ecb.mpbu202207_1~750842714e.en.html
https://insideclimatenews.org/news/01082022/scientists-study-catastrophic-climate-outcomes/
https://www.independent.co.uk/independentpremium/bitcoin-crypto-environment-beef-climate-b2178225.html
https://www.theguardian.com/environment/2022/aug/10/trillions-of-dollars-at-risk-because-central-banks-climate-models-not-up-to-scratch
https://www.utilitydive.com/news/white-house-crypto-mining-report/631587/
https://www.reuters.com/business/sustainable-business/fed-kick-off-climate-scenario-analysis-2023-with-six-large-banks-2022-09-29/
https://grist.org/climate-energy/congress-crypto-mining-electricity-use-houston/
https://www.ft.com/content/2a35b552-e76a-47f7-8c7e-a5c123eebe87
https://www.responsible-investor.com/ecb-crypto-driving-elevated-climate-transition-risk-regulations-likely/
https://www.bis.org/publ/work1039.pdf
https://www.bis.org/publ/work1039.htm
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Peer approach

HERE

PEER APPROACH

A selection of new sector and issue policies that have recently been adopted or that are receiving attention. This section includes
announcements of peer alliances and collaboration.

SBA, AMAS: Switzerland takes a self-regulatory approach to sustainable finance - for now

In keeping with Switzerland's traditionally less authoritarian approach to banking regulation, two self-regulatory associations have
released recommendations for sustainable finance. At the end of June 2022, the Swiss Bankers Association (SBA) announced guidelines
on integrating sustainability criteria into investment and mortgage advice. Members of the SBA are to meet the expectations
starting on January 1, 2023. The Asset Management Association Switzerland (AMAS) has released a principle-based self-regulation
framework for asset management. Targeting sustainable financial products, the transparency and disclosure obligations will
enter into force for AMAS members on September 30, 2023. Policy Outlook subscribers can access a briefing on this topic.

S

eptember 26, 2022

Read more (1) => B Read more (2) ->

HSBC charts thermal coal exit

HSBC Asset Management has announced that it will phase out its investments in thermal coal in the EU and OECD by 2030 and
globally by 2040. The decision is in line with HSBC Group’s broader strategy of net zero by 2050. Starting immediately, HSBC Asset
Management will no longer invest in initial public offerings or fixed-income financing of companies expanding their thermal coal
operations, and it will not create new funds with more than 2.5 percent exposure to thermal coal assets. For actively managed portfolios,
the transition to no holdings with more than 2.5 percent exposure will occur by 2030. Exceptions will be made for companies with
transition plans, but the bank will divest from companies without appropriate transition strategies. September 22, 2022

S

ector and issue policies adopted by insurers

This table presents the number of the nine global systemically important insurers that have a public policy or guideline for

investing in or underwriting for the sectors listed in the left column.
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Sector policy m

Agriculture
Agricultural commodities
Animal welfare
Palm oil
Forestry
Tobacco
Fisheries
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| = sector-related investment activities have a public policy or guideline
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Sector policy Q12022

Utilities 1 1
Nuclear power 1 1

Coal-fired power 8 3

Hydropower 0 1

Human rights 7 5
Large-scale resettlement 1 1

U = sector-related underwriting activities have a public policy or guideline



https://www.swissbanking.ch/_Resources/Persistent/a/5/e/0/a5e0845f065a60699df88910ae675b7082e69411/SBA_Guidelines_investment_advice_and_portfolio_management_EN.pdf
https://www.swissbanking.ch/_Resources/Persistent/c/b/b/3/cbb3619179bd238dca41328b2464af560a2c0f3a/SBA_Guidelines_mortgage_providers_on_the_promotion_of_energy_efficiency_EN.pdf
https://www.am-switzerland.ch/en/download/aojrivaobfmhdldlqnnbhtipxxynwgleepdv
https://tools.ecofact.com/polo/reports/?id=618&alternate=0
https://www.swissbanking.ch/en/news-and-positions/press-releases/sba-introduces-self-regulation-in-the-area-of-sustainable-finance
https://www.am-switzerland.ch/en/regulierung/selbstregulierung-standard/sustainable-finance
https://www.hsbc.com/news-and-media/media-releases/2022/hsbc-asset-management-to-phase-out-thermal-coal-investments
https://www.reuters.com/business/sustainable-business/exclusive-hsbc-fund-arm-toughens-thermal-coal-policy-curb-climate-change-2022-09-22/
https://www.fsb.org/wp-content/uploads/2016-list-of-global-systemically-important-insurers-G-SIIs.pdf
mailto:jenifer.guillemin%40ecofact.com?subject=Ecofact%20ESG%20Risk%20Quarterly%20subscription%20request
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PEER APPROACH

Policy sector in focus: agriculture and climate risk

A discussion that highlights why some financial institutions have developed policies to guide their activities associated
with a specific sector or concern.

Food shortages caused by extreme weather are becoming more common, forcing us to acknowledge the global agricultural system'’s
vulnerability to climate change. From risotto rice to cotton, from wine to biofuels, as well as the insects that pollinate crops and
the waterways that carry them to market, food production is demonstrably affected by (unpredictable) climate extremes. The
ranges of agricultural pests are also expanding as winters become milder, which is an added pressure on crop yields.

Why we think it matters: The agriculture industry is believed to be responsible for about one-third of all greenhouse

Financial institutions tend to look at the impact of companies on climate, but to a lesser extent at the risks posed
by climate change and nature loss on companies (i.e., double materiality). If agricultural producers fail to adapt to
climate change, climate regulation, or consumer preferences, they risk devaluation, making the role of investors and
their policies ever more important.

Subsectors addressed in agriculture-related environmental and social risk policies’

Palm Qil Angora Wool Biofuels Soy Livestock and poultry Cotton Genetically Modiified Cocoa Sugar Coffee Rubber
operations Organisms (GMO)
Enhanced due diligence Requires certificaton B Exclusion (including partial exclusion) Not mentioned

*Graph based on data from ECOFACT'’s Monitoring Peer Policies, a comprehensive analysis of environmental and social policies and frameworks of a variety of leading
banks and insurers.
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https://insideclimatenews.org/news/09092022/extreme-heat-food-pollinators/
https://www.nationalobserver.com/2022/09/26/news/pakistan-floods-hunger-crops-ruined
https://www.theguardian.com/environment/2022/jun/28/climate-crisis-food-shortages
https://www.theguardian.com/environment/2022/aug/01/uk-farmers-count-cost-as-heatwave-kills-fruit-and-vegetable-crops
https://www.theguardian.com/world/2022/aug/20/drought-in-horn-of-africa-places-22m-people-at-risk-of-starvation-says-un
https://www.nationalgeographic.com/environment/article/extreme-drought-threatens-italy-rice-crops-and-its-beloved-risotto?loggedin=true
https://www.business-standard.com/article/opinion/a-cotton-crisis-is-upon-us-as-climate-change-takes-a-toll-on-crops-122082400012_1.html
https://www.bloomberg.com/news/articles/2022-09-07/california-s-wine-industry-faces-climate-tipping-point
https://www.nature.com/articles/s41586-022-05055-8?utm_medium=affiliate&utm_source=commission_junction&utm_campaign=CONR_PF018_ECOM_GL_PHSS_ALWYS_DEEPLINK&utm_content=textlink&utm_term=PID100062364&CJEVENT=ea1de44e3df611ed819e77ed0a1c0e13
https://insideclimatenews.org/news/09092022/extreme-heat-food-pollinators/
https://e360.yale.edu/features/europe-rivers-drought
https://public.wmo.int/en/our-mandate/climate/wmo-statement-state-of-global-climate/LAC
https://www.theguardian.com/world/2022/sep/07/china-reports-most-severe-heatwave-and-lowest-rainfall-on-record
https://www.pnas.org/doi/10.1073/pnas.2203230119
https://www.weforum.org/agenda/2021/04/study-food-systems-drive-an-estimated-one-third-of-greenhouse-gas-emissions
https://www.ecofact.com/monitoring-peer-policies/
mailto:jenifer.guillemin%40ecofact.com?subject=Ecofact%20ESG%20Risk%20Quarterly%20subscription%20request

ESG RISK QUARTERLY
ECOFACT's briefing for risk experts

NEW RESOURCES

New resources

This section highlights tools, databases, and other information that can help you to identify, manage, disclose, and mitigate ESG risks.

50 ways to value nature, and other biodiversity-related developments and resources

Noting that the world’s economy relies 100 percent on nature’s services, a Taskforce on Nature Markets’ report calculates the
annual trade in these markets’ goods and services at USD 7 trillion. However, it is hard to apply value to what you cannot measure.
To overcome this problem, a group of investors are exploring bioacoustics to measure biodiversity and inform their engagement
with companies. In other news, the market’s “narrow” way of valuing nature is the foundation of the biodiversity crisis, concludes

a mega-review that goes on to identify more than 50 ways to expand nature valuation in research and policymaking. Finance for
Biodiversity has updated its guide on biodiversity measurement approaches, which covers seven tools for financial institutions’
work. And an integrated approach to climate change and nature loss has been rationalized from a financial institution perspective.
September 27, 2022

Read more (1) => B Read more (2) => B Read more (3) => B Read more (4) => B Read more (5)

New guidance encouraging investor climate action

Climate change finance group the Investor Agenda has issued new guidance for investors to create and publish Investor Climate
Action Plans (ICAPs) and to help the financial sector achieve net zero by 2050. An ICAP is a tool investors can use to navigate
climate-change initiatives; the Investor Agenda’s “expectations ladder” is a framework for establishing an ICAP that encourages
investors to act on the climate crisis by assessing their approach to climate risks and opportunity, developing transition strategies,
engaging with stakeholders, and disclosing relevant information. The new guidance offers more detail on how to measure progress
through climate action and how to apply an ICAP across core asset classes. It offers sector-level guidance and resources on biodi-
versity and climate adaptation resilience. July /7, 2022

OS-Climate launches open-source green finance tools

The Linux Foundation’s non-profit venture OS-Climate has released three free analytic tools developed collaboratively with
industry to facilitate the shift toward green finance. Led by international banking group BNP Paribas, the Physical Risk & Resilience
Tool enables non-financial stakeholders to assess the climate resilience of assets. Insurer Allianz has spearheaded development
of a Climate Portfolio Alignment Tool to help align portfolios with the Paris Agreement target. Finally, the Transitional Analysis
Tool, developed by aircraft manufacturer Airbus, enables corporations to model, test, and conduct scenario analysis for strategic
climate-aligned decisions. This release is the first in a series of open-source tool collaborations designed to encourage climate-friendly
decision-making. July 25, 2022

Read more (1) => B Read more (2) ->
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https://f4binitiative.sharepoint.com/:b:/s/f4b/EWiJYSAbWuZOndjftHyLz7EBHxFm_tUminjBLxcFDP0Ejw?e=lIyh4K
https://www.actiam.com/en/actiam-news/actiam-supports-new-project-to-measure-levels-of-biodiversity/
https://zenodo.org/record/7075892
https://www.financeforbiodiversity.org/wp-content/uploads/Finance-for-Biodiversity_Guide-on-biodiversity-measurement-approaches_2nd-edition.pdf
https://www.cisl.cam.ac.uk/files/integrating_climate_and_nature_the_rationale_for_financial_institutions.pdf
https://theinvestoragenda.org/wp-content/uploads/2021/05/guidance.pdf
https://theinvestoragenda.org/wp-content/uploads/2021/05/expectations-ladder.pdf
https://www.naturemarkets.net/news-and-events/nature-markets-valued-at-us-7-trillion-equivalent-to-3rd-largest-economy-after-us-china
https://theinvestoragenda.org/press-releases/7-july-2022/
https://ipbes.net/media_release/Values_Assessment_Published
https://www.responsible-investor.com/investors-turn-to-acoustics-in-search-for-biodiversity-measurement-solution
https://www.financeforbiodiversity.org/second-edition-of-guide-on-measurement-approaches-released/
https://www.cisl.cam.ac.uk/resources/publications/integrating-climate-and-nature-rationale-financial-institutions
https://os-climate.org/physical-risk-resilience/
https://os-climate.org/physical-risk-resilience/
https://os-climate.org/portfolio-alignment/
https://os-climate.org/transition-analysis/
https://os-climate.org/transition-analysis/
https://www.finextra.com/newsarticle/40696/os-climate-launches-first-open-source-tools-to-help-firms-meet-paris-goals
https://www.reuters.com/business/sustainable-business/os-climate-launches-climate-planning-tools-companies-investors-2022-07-20/
mailto:jenifer.guillemin%40ecofact.com?subject=Ecofact%20ESG%20Risk%20Quarterly%20subscription%20request
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