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Lrowing trends of £ In Ghina and Hong Kong

China: : Regulatory initiatives for Hong Kong Financial
carbon neutrality Services sector and Hong Kong-listed companies

Y “pefore 2060” target
%

Green and

@; HKMA, SFC, Insurance Authority:

Sustainable Finance Cross-Agency Steering
RMB 20 trillion Group
= | Hong Kong: Climate
% Action Plan 2050
F
HKEX: ESG

A

Reporting Guide
50%

Note:
1. Report: Air pollution battlefield brings investment opportunities, China Daily, 18 April 2018, http.//www.chinadaily.com.cn/a/201804/18/WS5ad69dc6a3105cdcf6518f2¢c.html
2. Government announces Hong Kong's Climate Action Plan 2050 (with photos), The Government of HKSAR Press Release, 8 October 2021 https.//www.info.gov.hk/gia/general/202110/08/P2021100800588.htm?fontSize=1
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http://www.chinadaily.com.cn/a/201804/18/WS5ad69dc6a3105cdcf6518f2c.html
https://www.info.gov.hk/gia/general/202110/08/P2021100800588.htm?fontSize=1
https://unfccc.int/sites/default/files/resource/China%E2%80%99s%20Mid-Century%20Long-Term%20Low%20Greenhouse%20Gas%20Emission%20Development%20Strategy.pdf

[Ne ol adenda IS more urgent and more Compiex

Key Drivers

©@ 0 © O

Increased Changing Growth of Pressure on and

Awareness of consumer & Sustainable from Governments

Climate & Social employee Finance & Regulators
Risks expectations
75% of leading global 76% of millennials China, HK & Taiwan - 41 Hong Kong will introduce
companies have strategies consider a firm’s ESG sustainable bond mandatory TCFD aligned
and targets for commitments before transactions worth US$19bn climate disclosures by 2025 or
decarbonisation deciding to work there in first 6 months of 2021 earlier

Increasing standards for Social License to Operate (SLO)
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FSGrisks have a financial value impact

Impacts of a changing and Regulator and market response
more variable climate to curbing physical risks

: Changes in consumer
’ Meeting consumer «—
(]

6 Water stress & Wildfires —> preferences and

£aRee lions spending trends
). Droughts or 1T Rising sea :
g floodg RN Ievelsg ®.o _ —.= Policy change (eg. energy
Y~ Talent retention =¥ efficiency standards,

N % access to capital)

Which could lead to consequential risks and opportunities to businesses,

such as:
>
Opportunities to access new Prolonged business A need to reduce and Damage to brands
markets driven by changing interruption in key locations decarbonize energy reducing customer
customer sentiment or stranded assets consumption demand
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Fob dNves profitand resiience

REVENUES INTANGIBLES

Making more $ Ensuring future $

UPSIDE *Product innovation *Product differentiation
*Increased market share *Customer loyalty
*Higher prices *Talent attraction & retention

Higher Business Value

COSTS RISKS

DOWNSIDE Spending less $ More reliable $

*Eco-efficiency *Supply chain reliability
*Asset efficiency sLower volatility in input prices
*Insurance costs *Business continuity/resilience

MORE CERTAIN LESS CERTAIN

Source: A. Winston, Harvard Business Review, 2016
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£ob NgNHpErtormers continue to outperform

CUMULATIVE INDEX PERFORMANCE — GROSS RETURNS (USD) ANNUAL PERFORMANCE (%)
(SEP 2007 - JUL 2021} Year MSCI EM MSCI Emerging
ESG Leaders Markets
300 - MSCI EM ESG Leaders 2020 20.46 18.69
2019 20.18 18.88
2018 -14.64 -14.24
24019 2017 40.90 37.75
200 2016 13.83 11.60
2015 -11.99 -14.60
2014 5.20 -1.82
2013 1.63 -2.27
2012 21.64 18.63
100 2011 -12.78 -18.17
2010 25.88 19.20
2009 76.07 79.02
2008 -48.32 -53.18
0
Sep07 Nov08 Jan10 Mar11 May12 Jul13 Aug14 Oct15 Decl16 Feb18 Apr19 Jun20 Jul 21

Source: MSCI Emerging Markets ESG Leaders Index factsheet
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poardroom Approaches to foster tsi Principles Implementation

Board governance — ensure that ESG oversight is built into board
composition, structure, and processes

Communication — set the tone for disclosure and stakeholder
engagement

Risk Assessment — take a comprehensive look at ESG
risks for your business

Opportunity assessment — re-evaluate your strategies to identify
opportunities for growth and transformation

Integration — encourage engagement across the entire enterprise

Source: Board climate competence: Getting ahead of the curve, KPMG, https.//boardleadership.kpmg.us/relevant-topics/articles/2021/boardroom-climate-competence-getting-ahead-curve.html
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