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Net zero & climate

In 2022, we established our Climate Investment Strategy team within the Responsible
Investment team. They are responsible for driving insights and implementing frameworks for a
low-carbon transition, which are used to inform investment decision making, portfolio
management and to support our clients. In addition, this team is in charge of defining our net

zero strategy, which includes our journey to align our investments with net zero emissions by
2050 or sooner. This is part of our commitment to the Net Zero Asset Managers (NZAM)
initiative. We became a signatory to the initiative in July 2021 and published our first set of
interim targets in November 2022. These targets are underpinned by a clear roadmap and
represent the first step in a long, multi-stage journey.

Our transition to net zero

As a signatory of the NZAM initiative, we
have committed to our interim net zero
targets for 2030, which:

& Covers 38 per cent of our total assets
under management (based on 2019
figures)

& Consists of corporate fixed income and
listed equity portfolios

@ Will be achieved through reducing the
intensity (tCO2e/$million invested) of our
scope 1 and 2 carbon emissions by b8
per cent when compared with our 2019
baseline
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Scope and methodology

For our emissions reduction target, we
examined our holdings’ carbon emissions
from year end 2019 to calculate our
emissions baseline. More recent years were
not chosen because we do not believe they
give an appropriate reflection of carbon
emissions generated by most sectors due to
the pandemic’s impact on the global
economy.

To define our assets under management
(AuM) in scope, we began the process by
looking at our total 2019 AuM, and
conducted detailed analysis to narrow down
our scope based on factors such as data
availability and the existence of standard
methodologies. The resulting AuM in scope
consists of our corporate fixed income and
listed equity portfolios, including both
developed and emerging markets. Both
benefit from market-approved net-zero
methodologies — e.g. following the
Partnership for Carbon Accounting Financials
(PCAF) Standard. We will look to increase our
scope of asset classes as new methodologies
are released.
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Framework and scenario pathway

Frameworks are used as guidelines on metrics, methodologies, and approaches to net zero to
help drive consistency, comparability, and credibility across the industry. They also help hold
firms to account for delivery of net zero commitments. Our chosen net zero framework is the
Net Zero Investment Framework (NZIF), which has been created by the Institutional Investors
Group on Climate Change (IIGCC). It has been designed to be used by asset owners and asset
managers, considering their different mandates and starting points. It is the most commonly
adopted methodology across the industry.

Our chosen scenario pathway is the International Energy Agency Net Zero Emissions by 2050
scenario (IEA NZE). This means that our decarbonisation target has been calculated using
economic activity assumptions from the IEA NZE pathway, which is consistent with a global
1.6°C temperature increase as set out in the Paris Agreement. The IEA NZE provides open
access to clear, transparent data points, enabling firms to develop methodologies to expand
upon the core scenario to evaluate how their specific portfolio will evolve. It also provides
global coverage across developed and emerging markets, including key sectors and regions.

Using the IEA NZE pathway, we mapped instruments to pathways based on their sector and
region. From this, the instrument emission reductions were aggregated and used to set
portfolio-wide emissions reduction targets.

Implementation plan

Our interim target will be revised at least once every Our approach aims to be realistic
five years until 100 per cent of our AuM is in scope and authentic about the actions that
for net zero by 2050, as per the NZAM initiative can be taken now, versus those
commitment. We will communicate the actions we that will take longer to put in place.
are taking to implement net zero alignment We believe this gives strength and
throughout our investment platform and the integrity to our initial interim
organisation. targets.

As we progress in our journey, we will continue to - Fatima Hadj, Climate Strategist,
prioritise engagement over divestment in order to HSBC AM

influence the issuers and companies that we invest
in. We see divestment as a last resort option, used
when we deem engagement to be unsuccessful in a
timeframe we consider as reasonable for companies
to implement desired changes. Our dedicated
Stewardship team and the analysts in our asset
class investment teams are employed to engage
consistently on net zero transition plans of
companies we invest in.
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A stewardship and engagement perspective

Accountability and progress are vital for climate issues, along with being cornerstones for
voting. The necessity of facilitating positive change means that investors are empowered
in their stewardship activities, encouraging companies to enhance their approaches in
measurable and practical ways for tangible outcomes.

- Asad Butt, Senior ESG Engagement Analyst, HSBC AM

2022 saw a record number of climate-related annual general meeting voting items,
proposed by either management or investors.

These 2022 proposals called for the development of emission reduction targets,
improvements in climate reporting, alignment of targets with a net zero outcome and a
greater consideration of environmental risks. With regard to our holdings and when voting
was possible, we supported the majority of proposals filed. They were assessed based on
the company’s climate strategy, our engagements with the company and alignment of
proposals with climate science and good practice.

During 2022, we co-led the filing of a shareholder proposal, calling for an energy supplier
to create credible emissions reduction targets along with the disclosure of said targets-
this was the first climate-related proposal brought to a Japanese company. We also voted
against management, including against Chairs or equivalent board members at re-
elections, where we felt there had been insufficient consideration of climate risk or
inadequate policies and measures at their companies.

Looking forward: supporting asset owners

Our commitment to net zero will further accelerate our focus
on developing net zero solutions and expertise, which will
benefit our clients and their investment objectives.

For wholesale and retail clients, we already offer multiple

Y
-

sustainable fund offerings that incorporate climate and net-

zero (including climate change and lower carbon funds as Vr
well as Paris-aligned ETFs). For our institutional clients, we ' N
customise our capabilities based on their specific investment w

guidelines, restrictions, objectives, and their own
decarbonisation goals.

As we further develop our climate capability with additional
data sources, proprietary research and fundamental
transition expertise, we will progressively provide clients with
enhanced climate reporting and climate innovative solutions.
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Natural capital

Natural capital will play an important role in the net zero transition due to
its carbon removal properties and role in preserving biodiversity. It is
therefore becoming an increasingly valuable asset class.

Through our joint venture with Pollination, Climate Asset Management,
we hope to offer clients the opportunity to access the asset class that
safeguards our most valuable resource - nature. Climate Asset

Management aims to support projects both in restorative agriculture and
sustainable forestry in a range of OECD countries.

Industry involvements

There are many market initiatives that have been launched to enable
effective climate action. HSBC AM has been engaged with a number of
these throughout 2022 and aims to be an active participant in 2023.

Examples of HSBC Asset Management’s broader
industry involvements

— Climate =5\
L PRI s &s_.t_'em.@

PRI (Principles for Global Climate
Responsible Investment) Action 100+

P@ Finance for
lIGCCe 208 it
IIGCC (Institutional Investor Group Finance for
on Climate Change) Biodiversity Pledge

PLy -
;‘g 4 ASSET

T MAMAGERS
INITIATIVE initiative
One Planet Asset Blue Carbon Pledge

Manager Initiative

Source: HSBC Asset Management, January 2023.
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For Professional Clients and intermediaries within countries and territories set out below; and for Institutional Investors and Financial
Advisors in Canada and the US. This document should not be distributed to or relied upon by Retail clients/investors.

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. The capital invested in the fund can increase or decrease and is not guaranteed. The performance figures
contained in this document relate to past performance, which should not be seen as an indication of future returns. Future returns
will depend, inter alia, on market conditions, fund manager’s skill, fund risk level and fees. 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 and territories with which they trade. These economies also have been and may continue to
be affected adversely by economic conditions in the countries and territories in which they trade. Mutual fund investments are
subject to market risks, read all scheme related documents carefully.

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. 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 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. We 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 herein are those of HSBC Asset Management at the time of preparation, and are subject to
change at any time. These views may not necessarily indicate current portfolios' composition. Individual portfolios managed by HSBC Asset
Management primarily reflect individual clients' objectives, risk preferences, time horizon, and market liquidity. Foreign and emerging
markets. Investments in foreign markets involve risks such as currency rate fluctuations, potential differences in accounting and taxation
policies, as well as possible political, economic, and market risks. These risks are heightened for investments in emerging markets which are
also subject to greater illiquidity and volatility than developed foreign markets. This commentary is for information purposes only. It is a
marketing communication and does not constitute investment advice or a recommendation to any reader of this content to buy or sell
investments nor should it be regarded as investment research. 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. This document
is not contractually binding nor are we required to provide this to you by any legislative provision.

All data from HSBC Asset Management unless otherwise specified. Any third party information has been obtained from sources we believe to
be reliable, but which we have not independently verified.

HSBC Asset Management is the brand name for the asset management business of HSBC Group, which includes the investment activities
provided through our local regulated entities. HSBC Asset Management is a group of companies in many countries and territories throughout
the world that are engaged in investment advisory and fund management activities, which are ultimately owned by HSBC Holdings Plc.
(HSBC Group). The above communication is distributed by the following entities:

4 In Argentina by HSBC Global Asset Management Argentina S.A., Sociedad Gerente de Fondos Comunes de Inversion, Agente de
administracién de productos de inversion colectiva de FCI N°1;

@ In Australia, this document is issued by HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 232595, for HSBC Global Asset
Management (Hong Kong) Limited ARBN 132 834 149 and HSBC Global Asset Management (UK) Limited ARBN 633 929 718. This
document is for institutional investors only, and is not available for distribution to retail clients (as defined under the Corporations Act).
HSBC Global Asset Management (Hong Kong) Limited and HSBC Global Asset Management (UK) Limited are exempt from the
requirement to hold an Australian financial services license under the Corporations Act in respect of the financial services they provide.
HSBC Global Asset Management {(Hong Kong) Limited is regulated by the Securities and Futures Commission of Hong Kong under the
Hong Kong laws, which differ from Australian laws. HSBC Global Asset Management (UK) Limited is regulated by the Financial Conduct
Authority of the United Kingdom and, for the avoidance of doubt, includes the Financial Services Authority of the United Kingdom as it
was previously known before 1 April 2013, under the laws of the United Kingdom, which differ from Australian laws;

& in Bermuda by HSBC Global Asset Management (Bermuda) Limited, of 37 Front Street, Hamilton, Bermuda which is licensed to conduct
investment business by the Bermuda Monetary Authority;

@ in Canada by HSBC Global Asset Management (Canada) Limited which provides its services as a dealer in all provinces of Canada except
Prince Edward Island and also provides services in Northwest Territories. HSBC Global Asset Management (Canada) Limited provides its
services as an advisor in all provinces of Canada except Prince Edward Island;
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in Chile: Operations by HSBC's headquarters or other offices of this bank located abroad are not subject to Chilean inspections or
regulations and are not covered by warranty of the Chilean state. Further information may be obtained about the state guarantee to
deposits at your bank or on www.sbif.cl,

in Colombia: HSBC Bank USA NA has an authorized representative by the Superintendencia Financiera de Colombia (SFC) whereby its
activities conform to the General Legal Financial System. SFC has not reviewed the information provided to the investor. This document
is for the exclusive use of institutional investors in Colombia and is not for public distribution;

in Finland, Norway, Denmark and Sweden by HSBC Global Asset Management {France), a Portfolio Management Company authorised
by the French regulatory authority AMF (no. GP99026) and through the Stockholm branch of HSBC Global Asset Management (France),
regulated by the Swedish Financial Supervisory Authority (Finansinspektionen);

in France, Belgium, Netherlands, Luxembourg, Portugal, Greece by HSBC Global Asset Management (France), a Portfolio Management
Company authorised by the French regulatory authority AMF (no. GP99026);

in Germany by HSBC Global Asset Management {Deutschland) GmbH which is regulated by BaFin (German clients) respective by the
Austrian Financial Market Supervision FMA (Austrian clients);

in Hong Kong by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the Securities and Futures Commission;
in India by HSBC Asset Management (India) Pvt Ltd. which is regulated by the Securities and Exchange Board of India;

In Israel, HSBC Bank plc (Israel Branch) is regulated by the Bank of Israel. This document is only directed in Israel to qualified investors
(under the Investment advice, Investment marketing and Investment portfolio management law-1995) of the Israeli Branch of HBEU for
their own use only and is not intended for distribution;

in Italy and Spain by HSBC Global Asset Management (France), a Portfolio Management Company authorised by the French regulatory
authority AMF (no. GP99026) and through the Italian and Spanish branches of HSBC Global Asset Management (France), regulated
respectively by Banca d’ltalia and Commissione Nazionale per le Societa e la Borsa (Consob) in Italy, and the Comisién Nacional del
Mercado de Valores (CNMV) in Spain;

in Mexico by HSBC Global Asset Management (Mexico), SA de CV, Sociedad Operadora de Fondos de Inversion, Grupo Financiero HSBC
which is regulated by Comision Nacional Bancaria y de Valores;

in the United Arab Emirates, Qatar, Bahrain & Kuwait by HSBC Bank Middle East Limited which are regulated by relevant local Central
Banks for the purpose of this promotion and lead regulated by the Dubai Financial Services Authority.

in Oman by HSBC Bank Oman S.A.O.G regulated by Central Bank of Oman and Capital Market Authority of Oman;

in Peru: HSBC Bank USA NA has an authorized representative by the Superintendencia de Banca y Seguros in Perd whereby its activities
conform to the General Legal Financial System - Law No. 26702. Funds have not been registered before the Superintendencia del
Mercado de Valores (SMV) and are being placed by means of a private offer. SMV has not reviewed the information provided to the
investor. This document is for the exclusive use of institutional investors in Pert and is not for public distribution;

in Singapore by HSBC Global Asset Management {Singapore) Limited, which is regulated by the Monetary Authority of Singapore;

in Switzerland by HSBC Global Asset Management (Switzerland) AG. This document is intended for professional investor use only. For
opting in and opting out according to FinSA, please refer to our website at https://www.assetmanagement.hsbc.ch/ if you wish to
change your client categorization, please inform us. HSBC Global Asset Management (Switzerland) AG having its registered office at
Gartenstrasse 26, PO Box, CH-8002 Zurich has a licence as an asset manager of collective investment schemes and as a representative
of foreign collective investment schemes. Disputes regarding legal claims between the Client and HSBC Global Asset Management
(Switzerland) AG can be settled by an ombudsman in mediation proceedings. HSBC Global Asset Management (Switzerland) AG is
affiliated to the ombudsman FINOS having its registered address at Talstrasse 20, 8001 Zurich. There are general risks associated with
financial instruments, please refer to the Swiss Banking Association (“SBA") Brochure “Risks Involved in Trading in Financial
Instruments”;

in Taiwan by HSBC Global Asset Management {Taiwan) Limited which is regulated by the Financial Supervisory Commission R.O.C.
(Taiwan);

in the UK by HSBC Global Asset Management (UK) Limited, which is authorised and regulated by the Financial Conduct Authority;

and in the US by HSBC Global Asset Management (USA) Inc. which is an investment adviser registered with the US Securities and
Exchange Commission

NOT FDIC INSURED ¢ NO BANK GUARANTEE ¢ MAY LOSE VALUE

Copyright © HSBC Global Asset Management Limited 2023. All rights reserved. No part of this publication 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 HSBC Global Asset Management Limited.
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