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Key takeaways

€ For more than 50 years, April 22" has been known as Earth Day. The annual
event is the largest global environmental movement in joining up one billion
people across 190 economies.

€ Investors can consider green bonds as an investment vehicle that supports
the ‘green’ theme exclusively. Green bonds are issued to raise money solely
applied towards environmental projects.

Established practices can aid investors to determine whether a bond is truly
‘green’, including frameworks and verification done in line with industry
standards.
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April 22" marks the annual Earth Day events.
Now in its b1st anniversary, more than one billion
people across 190 economies are expected to join
forces on this day, with the sole aim to drive
transformational change for our planet. From
mobilising local communities to uniting

governments on global scale, Earth Day sets to
activate the largest environmental movement
in the world.’

Earth Day was first held in the United
States in 1970 as a response to high levels
of air pollution, chemical pollution and oil
spills. This was also overlaid by fears of nuclear
proliferation and nuclear conflict, at a time
where any legal or regulatory controls to protect
the environment were non-existent.?2

The historical event was founded by Senator
Gaylord Nelson and saw 20 million citizens
come together nationally. It marked one of the
first public articulations of anger and anxiety
about the declining level of environmental
standards, as well as concerns on the damage
inflicted upon our planet by industry, commerce
and consumerism.

Since 1990, Earth Day activities have
expanded internationally. In 2016, the Paris
Agreement was signed by more than 190
economies on this day. This year, a world
Leader’'s Summit on Climate coincides with
Earth Day, which is said to be a key milestone
ahead of the UN Climate Change Conference in
November.3

However, despite the breadth of coverage that
Earth Day receives, global CO, emissions have
risen sharply from fossil fuels consumption.
Since 1970, more than double the amount
of CO, emissions have been recorded
globally, totaling to 36 billion tonnes in
recent years (see Chart 1).4

Chart 1: Global CO, emissions from fossil fuels consumption
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Which Investment

vehicle supperts

the ‘green’ theme
exclusively?

Learning about ESG

As investors are increasingly aligning their portfolios
with ESG factors, fixed income investments such as
green, social and sustainability bonds have all
gained traction. Of these, green bonds support
projects exclusively for positive environmental
impact. These projects may cover renewable
energy, energy efficiency, pollution prevention
and waste water management.®

The first green bond was issued in 2007 by
the European Investment Bank, valued at
USD807.2 million. Today, over USD1.18trn
worth of green bonds have been issued
globally.®

Corporate issuers of green bonds emerged in
2013, with sovereign green bonds following in
2016. Green bonds must be created in line with
the Green Bond Principles, a framework from
the International Capital Markets Association. A
demonstration of how a green bond works can
be seen in Chart 2.

The issuer must declare that the green bond’s
proceeds will be wholly spent on projects
relevant to climate change. However, the
investor is not reliant solely on the success
or failure of the projects in order for the bond

Chart 2: How a green bond works

to perform. Rather, the investor faces the
whole credit quality of the issuing entity.

Investors can also consider the issuer’s green
projects and overall credit quality to gauge
investment risk. For example, if the issuer’s
credit quality wholly depended on the success
of green projects, then the bond'’s credit quality
would be much lower, and its coupon rate much
higher.

Green bonds can provide opportunities for
non-green companies to adopt more
sustainable business practices. A large
number of green bonds are issued by utilities,
conglomerates and banks. These firms may not
be wholly green, but have green projects to fund
and are beginning the transition to a lower
carbon future.
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Source: HSBC Asset Management, April 2021

Green Bond labelling is a voluntary and recommended process aimed at promoting the integrity of the green bond market. The intention is to encourage

transparency and disclose on the specific use of proceeds. Although the use of proceeds for a green bond can be verified by a second party opinion, third
party verification or other equivalent process, HSBC Wealth and Personal Banking cannot guarantee the issuer will indeed manage the use of proceeds to
fund green projects (e.g. climate change adaptation and/or mitigation, renewable energy, energy efficiency, sustainable land and natural resource use,
water and waste management, pollution prevention and control) as there is no legal way to enforce the declared use of proceeds.

6. Climate Bonds Initiative
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Investors should take note that green bond issuers
Wh at S hOU |d are allowed to ‘self-declare’ that their bond is
green, leaving it up to bond market practitioners

|nveStO rs |OO|< for to decide that the bond is truly green or not.

Some practices have been established to aid

When COHSIderI ng investors, including bond issuer frameworks and

verification done in line with industry standards.

green bonds/

Investors are encouraged to take on these * Investors should also consider the data that
practices for additional in-depth analyses on issuers produce during the life of the
green bonds: bond. There are two types of data:
* |ssuers are required to create and publish 1. Information on how much of a bond’s
‘green bond frameworks’, or documents proceeds is spent on each specific
that explain why the issuer is issuing green environmental project and over what
bonds, the types of green project(s) intended timescale

for funding, and frequency of reporting on

bond proceeds. 2. Estimates on the environmental

impact of projects funded by the

* Inrecent years, green bond verifiers have green bond; example metrics used are
emerged and most green bonds are thus tonnes of CO, emission reduction
accompanied by a second party opinion; achieved, tonnes of solid waste no longer
or a third party verification against a set emitted or cubic meters of conserved
of criteria, or both. water use

Glossary

Earth Day: a series of events held on April 22" every year where global economies come
together as the largest environmental movement

Green bonds: a financial debt instrument issued by governments, sub-sovereigns (i.e. states,
provinces, cities, or towns), financial institutions and companies to raise money exclusively for
environmental projects

Green Bond Principles: a framework issued by the International Capital Markets Association
to promote the integrity, transparency, disclosure and reporting of green bonds

Second-party verification: a document done by industry professionals which states whether
or not the green bond was put together in line with the green bond principles

Third-party verification: a process whereby a green bond is compared against a set of criteria
put together by professionals, stating what a green bond in particular sectors should look like
(overseen by Climate Bonds Initiative, a non-profit organisation that mobilises the green bond
market for climate change solutions)
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Disclaimer

This document is prepared by The Hongkong and Shanghai Banking
Corporation Limited ("HBAP’), 1 Queen’s Road Central, Hong Kong. HBAP
is incorporated in Hong Kong and is part of the HSBC Group. This
document is distributed and/or made available by HSBC Bank Canada
(including one or more of its subsidiaries HSBC Investment Funds (Canada)
Inc. (“"HIFC"”), HSBC Private Investment Counsel (Canada) Inc. (“HPIC”)

and HSBC InvestDirect division of HSBC Securities (Canada) Inc. (“HIDC")),
HSBC Bank (China) Company Limited, HSBC Continental Europe, HBAP,
HSBC Bank (Singapore) Limited, HSBC Bank Middle East Limited (UAE),
HSBC UK Bank Plc, HSBC Bank Malaysia Berhad (127776-V)/HSBC
Amanah Malaysia Berhad (807705-X), HSBC Bank (Taiwan) Limited, HSBC
Bank plc, Jersey Branch, HSBC Bank plc, Guernsey Branch, HSBC Bank
plc in the Isle of Man, HSBC Continental Europe, Greece, The Hongkong
and Shanghai Banking Corporation Limited, India (HSBC India), HSBC
Bank (Vietnam) Limited, PT Bank HSBC Indonesia (HBID) and HSBC Bank
(Uruguay) S.A. (HSBC Uruguay is authorised and oversought by Banco
Central del Uruguay), (collectively, the “Distributors”) to their respective
clients. This document is for general circulation and information purposes
only.

The contents of this document may not be reproduced or further
distributed to any person or entity, whether in whole or in part, for any
purpose. This document must not be distributed in any jurisdiction where
its distribution is unlawful. All non-authorised reproduction or use of this
document will be the responsibility of the user and may lead to legal
proceedings. The material contained in this document is for general
information purposes only and does not constitute investment research or
advice or a recommendation to buy or sell investments. Some of the
statements contained in this document may be considered forward looking
statements which provide current expectations or forecasts of future
events. Such forward looking statements are not guarantees of future
performance or events and involve risks and uncertainties. Actual results
may differ materially from those described in such forward-looking
statements as a result of various factors. HBAP and the Distributors do not
undertake any obligation to update the forward-looking statements
contained herein, or to update the reasons why actual results could differ
from those projected in the forward-looking statements. This document
has no contractual value and is not by any means intended as a solicitation,
nor a recommendation for the purchase or sale of any financial instrument
in any jurisdiction in which such an offer is not lawful. The views and
opinions expressed are based on the HSBC Global Investment Committee
at the time of preparation, and are subject to change at any time. These
views may not necessarily indicate HSBC Asset Management's current
portfolios” composition. Individual portfolios managed by HSBC Asset
Management primarily reflect individual clients” objectives, risk
preferences, time horizon, and market liquidity.

The value of investments and the income from them can go down as well
as up and investors may not get back the amount originally invested. Past
performance contained in this document is not a reliable indicator of future
performance whilst any forecasts, projections and simulations contained
herein should not be relied upon as an indication of future results. Where
overseas investments are held the rate of currency exchange may cause
the value of such investments to go down as well as up. Investments in
emerging markets are by their nature higher risk and potentially more
volatile than those inherent in some established markets. Economies in
emerging markets generally are heavily dependent upon international
trade and, accordingly, have been and may continue to be affected
adversely by trade barriers, exchange controls, managed adjustments in
relative currency values and other protectionist measures imposed or
negotiated by the countries with which they trade. These economies also
have been and may continue to be affected adversely by economic
conditions in the countries in which they trade. Investments are subject to
market risks, read all investment related documents carefully.

This document provides a high level overview of the recent economic
environment and has been prepared for information purposes only. The
views presented are those of HBAP and are based on HBAP's global views
and may not necessarily align with the distributors’ local views. It has not
been prepared in accordance with legal requirements designed to promote
the independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It is not intended to
provide and should not be relied on for accounting, legal or tax advice.
Before you make any investment decision, you may wish to consult a
financial adviser. In the event that you choose not to seek advice from a
financial adviser, you should carefully consider whether the investment
product is suitable for you. You are advised to obtain appropriate
professional advice where necessary.

We accept no responsibility for the accuracy and/or completeness of any
third party information obtained from sources we believe to be reliable but
which have not been independently verified.

Important Information about HSBC Global Asset Management
(Canada) Limited (“AMCA”)

HSBC Asset Management is a group of companies, including AMCA, that
are engaged in investment advisory and fund management activities,
which are ultimately owned by HSBC Holdings plc. AMCA is a wholly
owned subsidiary of, but separate entity from, HSBC Bank Canada.

Important Information about HSBC Investment Funds (Canada) Inc.
(“HIFC")

HIFC is the principal distributor of the HSBC Mutual Funds and offers the
HSBC Mutual Funds and/or the HSBC Pooled Funds through the HSBC
World Selection® Portfolio service. HIFC is a subsidiary of AMCA, and
indirect subsidiary of HSBC Bank Canada, and provides its products and
services in all provinces of Canada except Prince Edward Island. Mutual
fund investments are subject to risks. Please read the Fund Facts before
investing.

®World Selection is a registered trademark of HSBC Group Management
Services Limited.

Important Information about HSBC Private Investment Counsel
(Canada) Inc. (“HPIC")

HPIC is a direct subsidiary of HSBC Bank Canada and provides services in
all provinces of Canada except Prince Edward Island. The Private
Investment Counsel service is a discretionary portfolio management
service offered by HPIC. Under this discretionary service, assets of
participating clients will be invested by HPIC or its delegated portfolio
manager, AMCA, in securities, including but not limited to, stocks, bonds,
mutual funds, pooled funds and derivatives. The value of an investment in
or purchased as part of the Private Investment Counsel service may
change frequently and past performance may not be repeated.

Important Information about HSBC InvestDirect (“HIDC")

HIDC is a division of HSBC Securities (Canada) Inc., a direct subsidiary of,
but separate entity from, HSBC Bank Canada. HIDC is an order execution
only service. HIDC will not conduct suitability assessments of client
account holdings or of the orders submitted by clients or from anyone
authorized to trade on the client’s behalf. Clients have the sole
responsibility for their investment decisions and securities transactions.

The following statement is only applicable to HSBC Bank (Taiwan) Limited
with regard to how the publication is distributed to its customers: HSBC
Bank (Taiwan) Limited (“the Bank”) shall fulfill the fiduciary duty act as a
reasonable person once in exercising offering/conducting ordinary care in
offering trust services/ business. However, the Bank disclaims any
guaranty on the management or operation performance of the trust
business.

THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY
ANY REGULATORY AUTHORITY IN HONG KONG OR ANY OTHER
JURISDICTION.

YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO THE
INVESTMENT AND THIS DOCUMENT OR VIDEO. IF YOU ARE IN DOUBT
ABOUT ANY OF THE CONTENTS OF THIS DOCUMENT OR VIDEO, YOU
SHOULD OBTAIN INDEPENDENT PROFESSIONAL ADVICE.

© Copyright 2021. The Hongkong and Shanghai Banking Corporation
Limited, ALL RIGHTS RESERVED.

No part of this document may be reproduced, stored in a retrieval system,
or transmitted, on any form or by any means, electronic, mechanical,
photocopying, recording or otherwise, without the prior written permission
of The Hongkong and Shanghai Banking Corporation Limited.
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Disclaimer/Catatan Penting

PT Bank HSBC Indonesia (HBID) is registered and supervised by Indonesia
Financial Services Authority (OJK). The material contained in this
document or video is for general information purposes only and does not
constitute investment research or advice or a recommendation to buy or
sell investments. Some of the statements contained in this document or
video may be considered forward looking statements which provide
current expectations or forecasts of future events. Customer must
understand that historical performance does not guarantee future
performance. Customer must read the related product information from
several source such as prospectus prior to making investment decision
and must understand the risks involved in investment products including
the potential loss of principal. Investment product that are offered in HBID
is third party products, HBID is a selling agent for third party product such
as Mutual Fund and Bonds. HBID and HSBC Group (HSBC Holdings Plc
and its subsidiaries and associates company or any of its branches) does
not guarantee the underlying investment, principal or return on customer
investment. Investment in Mutual Funds and Bonds is not covered by the
deposit insurance program of the Indonesian Deposit Insurance
Corporation (LPS).

PT Bank HSBC Indonesia (“HBID") merupakan Bank yang terdaftar dan
diawasi oleh Otoritas Jasa Keuangan (“OJK"). Materi pada dokumen ini
atau video digunakan hanya sebagai informasi umum saja dan bukan
merupakan kajian investasi atau saran atau rekomendasi untuk melakukan
pembelian atau penjualan asset investasi. Beberapa pernyataan dalam
dokumen atau video dapat dikategorikan sebagai pernyataan akan
perkiraan kondisi pasar di masa yang akan datang. Sebelum melakukan
keputusan berinvestasi nasabah harus mendapatkan informasi terkait
produk dari berbagai sumber, salah satunya adalah membasca prospektus
mengenai aset invetasi yang dipilih dan harus mengerti risiko yang
terdapat pada produk investasi termasuk kemungkinan kehilangan jumlah
dana pokok yang diinvestasikan. Produk investasi diterbitkan oleh pihak
ketiga dan HBID merupakan agen penjual untuk produk pihak ketiga
seperti reksa dana dan obligasi. HBID dan Grup HSBC (HSBC Holdings
PLC dan anak usaha dan perusahaan asosiasi atau cabang-cabangnya)
tidak memberikan garansi pada dasar transaksi investasi, nilai pokok atau
tingkat pengembalian dari investasi nasabah. Investasi di reksa dana dan
obligasi tidak termasuk dalam cakupan obyek program penjaminan
simpanan oleh Lembaga Penjamin Simpanan (LPS).
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