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Climate change policy

MVL Our climate change policy is aimed at increasing the climate resilience of our clients’ investments, as well as
contributing towards financing the transition to a low-carbon economy
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We aim to:

0 Deliver lower-carbon investment solutions and opportunities that meet our clients’ investment criteria while meeting their risk and return
objectives

Identify and integrate the climate-related risks and opportunities presented by climate change and climate policy in our investment portfolios,
using relevant data and analysis —including scenario analysis —to inform our investment decisions

Engage with investee companies to better understand and support their disclosure and management of the risks and opportunities presented
by climate change and climate policy. We engage directly and collaboratively, using our voting decisions to escalate issues where appropriate

Disclose publicly and to our clients the actions we have taken and the progress we have made in addressing climate-related risk and investing
in climate-related solutions

Advocate for a supportive policy framework, working with policymakers to support their efforts to implement measures that encourage capital
deployment at scale to finance the transition to a low-carbon economy and encourage investment in climate-change adaptation
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Climate-related highlights

Extract from Voting Guidelines

Climate disclosure — “In our engagement, we encourage companies to disclose their carbon emissions and climate-related risks in line with the
recommendations of the Task Force on Climate-related Financial Disclosure (TCFD). Where companies in energy intensive sectors have persistently
failed to disclose their carbon emissions and climate risk governance, we will generally vote against the re-election of the Chair.”

A provd founder of
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DISCLOSURE INSIGHT ACTION

E We are on the steering group of this landmark five-year collaborative E Aslongstanding supporters of CDP, we have engaged with
investment initiative on climate change which was launched on the companies that have failed to reply to the CDP questionnaire on water
2nd anniversary of the Paris Agreement and carbon footprint for last three years. We contacted almost 300

. : T . companies in 2019 on CO2 disclosure, water and forestry issues
E This global initiative is initially focusing on 100 of the world’s largest P Y

corporate greenhouse gas (GHG) emitters. It aims to secure E We also notified a number of energy-intensive companies held in our
commitments from their boards and senior management to establish portfolios that failing to disclose on CO2 emissions, following the
strong governance frameworks, GHG emissions reduction targets TCFD or CDP standards, will result in our vote against the re-election
across their value chains, and enhanced disclosure in line with TCFD of the Chairman in the next AGM when this item is up for
recommendations shareholders vote

E In 2018, in collaboration with other lead investors, we supported
Equinor ASA (formerly Statoil) in preparing and publishing a gap
analysis on the implementation of the TCFD guidelines. We spoke at
the AGM of BHP about its reporting on and management of climate
risk exposure In parallel, we challenged BMW on its position
regarding Climate Change and its involvement in trade associations
that lobby against the Paris Agreement
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The Montreal Carbon Pledge and approach to calculating
the metrics
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Executive summary

Montreal Carbon Pledge

E The Pledge was launched on 25 September 2014 at PRI in Person in Montréal, and is supported by the Principles for Responsible
Investment (PRI) and the United Nations Environment Programme Finance Initiative (UNEP Fl). It is a voluntary imitative that commits
investor signatories to measure and publicly disclose the carbon footprint of their investment portfolios on an annual basis.

E HSBC signed the Montréal Carbon Pledge in 2015, and our annual disclosure forms an important part of our commitment to report on
the actions we have taken and the progress we have made in addressing climate risk as outlined in our Climate Change Policy. We
reported on our equity portfolio in 2016 and 2017 and expanded our coverage to corporate fixed income in 2018. For 2019 we have
further expanded our coverage to include sovereign fixed income issuers

Portfolio Carbon Footprtint

E A portfolio carbon footprintis a measurement of total greenhouse gas (GHG) emissions (typically measured in tonnes of carbon
equivalents) apportioned to the invested assets, per million USD revenue generated by the assets. This metric illustrates the carbon
intensity or carbon efficiency of a company as it measures the amount of annual carbon emitted per $1 m revenue generated annually.
Scope 1 and Scope 2 emissions are used in the calculation. The normalisation by annual revenue means this metric can be used to
compare companies’ carbon performance across countries, sectors and market size, as well as aggregate this information to provide a
carbon footprint at the portfolio level

Taskforce on Climate-related Financial Disclosures (TCFD) recommendations

E HSBC Global Asset Management provided high-level public support to the FSB Taskforce's voluntary recommendations on climate-
related disclosure published in June 2017 and completed the voluntary TCFD-aligned disclosures as part of our 2018 PRI Transparency
Report. The TCFD report included the recommendation to investors that, at a portfolio level, the weighted average carbon intensity
(WACI) is the preferred carbon-related risk metric

Our TCFED report can be found in the attached document at page 40

It should be noted that the metrics included in this report are recommended by the TCFD, but may not fully communicate carbon performance due to reliance
on market value, revenues, and market capitalisation as normalisation factors
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https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjcroaB6JDsAhUDVBUIHRGaCI0QFjAAegQIBhAB&url=https://www.hsbc.com/-/files/hsbc/investors/hsbc-results/2019/annual/pdfs/hsbc-holdings-plc/200218-esg-update-2019.pdf&usg=AOvVaw05dyKlniFdKDYPX1RGmuB6

Executive summary(cont’'d)

E Weighted Average Carbon Intensity (WACI) for HSBC's aggregate equity portfolio (Scope and 2) was 244 tons CO2e / $M Revenue (using S&P Trucost data) or
259 tons CO2e / $M Revenue (using MSCI data)

E The WACI for the aggregate corporate fixed income portfolio was 264 tons CO2e / $M Revenue (using S&P Trucost data) or 282 tons CO2e / $M Revenue (using
MSCI data)

The above equity figures show a decrease in WACI compared to 2018
Results for indicative indices are provided in the charts below
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