5. Stewardship themes

Climate change

Why we engage

Climate change continues to reshape our world, with far-reaching and
systemic implications for investors. The Intergovernmental Panel on
Climate Change (IPCC), in its most recent Synthesis Report, estimates that
emissions have already resulted in a 1.1°C rise, with 1.5°C likely to be
reached by 2030."9 Without significant action, global temperatures are
projected to rise between 2.2°C and 3.5°C by 2100."" Such an increase
would result in more frequent extreme weather events, rising sea levels,
and irreversible ecological damage.

Increased exposure to extremely high temperatures is linked to a
reduction in firms’ revenues and operating income,'? while changing
temperatures and weather shocks are associated with negative economic
impacts.'3

To address climate risks, policymakers and regulators have acted, aiming
to reduce emissions, improve climate reporting, and enhance risk
management while also facilitating the movement of capital to companies
at the forefront of the transition to a low-carbon economy. However, the
global regulatory environment remains volatile, with shifting political
dynamics adding further uncertainty. For our investee companies, this
means growing exposure to transition risks and the need to adopt flexible
and forward-looking strategies that align with sustainability goals while
also navigating evolving regulatory frameworks. 4

The cost of inaction is estimated to far outweigh the cost of mitigation
needed to limit global warming to within 2°C. Adaptation alone requires
huge investment; developing countries, for example, are estimated to
need between $215 billion and $387 billion per year this decade alone to
adapt to climate change.’®

For investors, addressing physical climate risks within portfolios and
actively pursuing investments in adaptation solutions, may enhance the
resilience of their portfolios to the impacts of climate change.

Corporate stewardship plays a key role in integrating climate risks and
opportunities into investment strategies by encouraging companies to
prepare for a changing climate landscape.

10. Intergovernmental Panel on Climate Change (IPCC). (2023). Summary for policymakers. In H. Lee & J.
Romero (Eds.), Climate change 2023: Synthesis report. Contribution of Working Groups |, Il and Ill to
the Sixth Assessment Report of the Intergovernmental Panel on Climate Change (pp. 1-34). IPCC.
https.//doi.org/10.59327/IPCC/ARG-9789291691647.001.

11, lbid.

12.  Pankratz, N., Bauer, R., & Derwall, J. {2023). Climate change, firm performance, and investor
surprises. Management Science, 69(12). https:/doi.org/10.1287/mnsc.2023.4685.

13. Tol, R. S. J. (2024). A meta-analysis of the total economic impact of climate change. Energy Policy,
185, 113922. https://doi.org/10.1016/j.enpol.2023.113922.

14.  See the following paper for a study on how transition risk impacts firm performance in different
regions: Reboredo, J. C., & Ugolini, A. (2022). Climate transition risk, profitability, and stock prices.
International Review of Financial Analysis, 83, 102271. https://doi.org/10.1016/].irfa.2022.102271.

15, United Nations Environment Programme (UNEP). (2023). Adaptation gap report 2023.
https:.//www.unep.org/resources/adaptation-gap-report-2023.
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5. Stewardship themes 2

Climate change

Issues relating to this theme include:

Climate Green Net Zero Energy
Transition Risk Solutions Strategy Management
Just Physical GHG

Transition Risk Climate Risk Emissions

Responsible Investing Policies

Our global responsible investing policies have been developed to guide our investment and
engagement activities.'® Our policies are subject to change over time to respond to
evolving global norms, regulatory developments, and client preferences.

Coal Policy

Under the HSBC AM Coal Policy, we engage with companies with more than 10 per cent
revenue exposure to thermal and/or metallurgical coal, prioritising those in which we have
the highest exposure.

Energy Policy

Under the HSBC AM Energy Policy, we will engage with and assess transition plans of
listed issuers responsible for around 70 per cent of relevant emissions. We have
commenced engagement with Oil and Gas, and Power and Utilities companies in this
group, and will continue to have conversations with these companies as they transition.

16. HSBC AM policies, including our Coal and Energy policies, are available via this link:
https://www.assetmanagement.hsbc.com.hk/en/intermediary/about-us/responsible-investing/policies.
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Climate change

Engagement approach

When engaging with companies, we consider a variety of risks and potential value creation opportunities,
including our internal net zero alignment assessment of those constituting our top 70% of financed emissions. We
highlight good practices below and encourage priority companies, where climate change is a relevant issue, to
work towards these.

& Set a net zero ambition from the company that covers all material areas of business and operations,
Climate aligned with the objectives of the Paris Agreement.

strategy @ Develop clear short and medium-term emission reduction targets, for scope 1, scope 2 and material
”A‘Cmqu scope 3 emissions.

® Set out sector-based decarbonisation strategies supporting the achievement of the company’s net zero

NISSIONS target, including climate solutions and objectives to grow green revenue.
SS S

& Setout capital expenditure plans to support the company’s climate targets and objectives.
reduction P P P PP pany g j

& For companies covered under our Coal or Energy policies, set out a credible transition plan.

@ Disclose emissions data and seek independent assurance of this information.

Climate ”s_k @ Publish comprehensive climate risk disclosures and scenario planning, including details on assumptions
and reporting used e.g., carbon pricing. We strongly encourage companies to align with the recommendations of the
TCFD and report in accordance with IFRS S2.

@ Evaluate and disclose potential risks, resilience gaps and opportunities related to physical climate impacts
over short, medium and long-term horizons against established pathways. This should encompass the
company’s assets, operations and value chain.

& Develop a clear plan to manage, monitor and adapt to physical risks, including measures to strengthen
operational and value chain resilience, as well as metrics and targets to track progress over a period of
Climate time.

adaptation and ® Embed physical climate risk considerations into corporate strategy, capital expenditure plans and risk
physical risks management processes to support business resilience.

@ Disclose the impacts of physical events on the company’s operations and value chain, where significant.

& Assess how physical climate hazards - such as heat stress, wildfire smoke, extreme weather, and vector-
borne disease — affect the health of workers, customers, communities and other stakeholders, and
disclose the company’s response, including mitigation measures and/or related opportunities if relevant
for sector.

& Setout how the company has engaged with stakeholders, including workers, suppliers, and communities
to identify impacts associated with the energy transition in their climate strategy.
Just @ |dentify risks and opportunities related to a Just Transition and develop a suitable approach to addressing

Transition these considerations.
& Integrate Just Transition objectives within transition plans, for example, specific metrics or objectives in
relation to employee training and development, green job creation, and dialogue, among others.

Climate @ Ensure senior management is accountable for the company’s climate strategy and that there is sufficient
governance board oversight of material climate risks.

includi J @ To publish the company's climate policy engagement position and assess alignment of lobbying activities
lo} with the goals of the Paris Agreement.

PUBLIC



ceccoce

5. Stewardship themes 4

Climate change

Spotlight: Methane Emissions

Methane is a significant contributor to global warming, with the fossil fuel sector producing more than 35% of
methane emissions caused by human activities.!” To align with the IEA’s Net Zero by 2050 scenario, emissions
must decrease by 75% by 2030, with the IEA estimating that 30% of methane emissions can be avoided at no net
cost for the fossil fuel sector.'8

Reducing methane emissions in the coal mining and the oil and gas sectors presents the largest and most
immediate opportunity. Methane is released during coal extraction and from leaks, venting, and flaring in oil and
gas operations, leading to inefficiencies and financial losses. These sectors face increasing scrutiny due to
tightening global regulations.

We encourage companies in these sectors to actively reduce methane emissions by measuring and transparently
reporting them, setting reduction strategies with clear targets, and participating in initiatives like the Oil and Gas
Methane Partnership (OGMP) 2.0.1°

Investors can facilitate transformation by engaging with companies, supporting policy development, and refining
assessment methodologies. Addressing methane emissions is both a regulatory necessity and an opportunity to
enhance operational efficiency and financial performance. By meeting these expectations, companies can
demonstrate leadership in methane management, mitigate regulatory and market risks, and contribute to global
climate goals, ultimately protecting and enhancing long-term investor returns.

17. International Energy Agency. (2025). Global Methane Tracker 2025: Understanding methane emissions.
https://www.iea.org/reports/global-methane-tracker-2025/understanding-methane-emissions.

18. Ibid.
19. Please refer to the following link for further information: https:.//www.ogmpartnership.org/.
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Important information

The value of investments and the income from them can go down as well as up and investors may not get back the amount origindly
invested. The performance figures contained in this document relate to past performance, which should not be seen as an indiation of
future returns. Future returns will depend, inter alia, on market conditions, investment manager’s skill, 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 markes.
Economies in Emerging Markets generally are heavily dependent upon international trade and, accordingly, have been and may cantinue
to be affected adversely by trade barriers, exchange controls, managed adjustments in relative currency values and other progctionist
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.

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in pat, 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 recommerdation 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 perbrmance or
events and involve risks and uncertainties. Actual results may differ materially from those described in such forwardlooking statements
as a result of various factors. We do not undertake any obligation to update the forwardlooking 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 fhancial
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 currert
portfolios' composition. Individual portfolios managed by HSBC Asset Management primarily reflect individual clients' objecties, 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, economt, and market
risks. These risks are heightened for investments in emerging markets which are also subject to greater illiquidity and volaility than
developed foreign markets. This commentary is for information purposes only. It is a marketing communication and does not corstitute
investment advice or a recommendation to any reader of this content to buy or sell investments nor should it be regarded as nvestment
research. It has not been prepared in accordance with legal requirements designed to promote the independence of investment esearch
and is not subject to any prohibition on dealing ahead of its dissemination. This document is not contractually binding nor ae 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 that may be provided through our local regulated entities. HSBC Asset Management is a group of companies in many ®untries
and territories throughout the world that are engaged in investment advisory and fund management activities, which are ultimaely
owned by HSBC Holdings Plc. (HSBC Group). The above communication is distributed by the following entities:

@ 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 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;

4 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;

4 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);
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& 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.
This video/content has not be reviewed 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 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 ltaly, and the Comisidén Nacional del
Mercado de Valores (CNMV) in Spain;

€ in Malta by HSBC Global Asset Management (Malta) Limited which is regulated and licensed to conduct Investment Services by the Malta
Financial Services Authority under the Investment Services Act;

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

@ in the United Arab Emirates, Qatar, Bahrain & Kuwait by HSBC Global Asset Management MENA, a unit within HSBC Bank Middle East
Limited, U.A.E Branch, PO Box 66 Dubai, UAE, regulated by the Central Bank of the U.A.E. and the Securities and Commodities Authority
in the UAE under SCA license number 602004 for the purpose of this promotion and lead regulated by the Dubai Financial Services
Authority. HSBC Bank Middle East Limited is a member of the HSBC Group and HSBC Global Asset Management MENA are marketing
the relevant product only in a sub-distributing capacity on a principal-to-principal basis. HSBC Global Asset Management MENA may not
be licensed under the laws of the recipient’s country of residence and therefore may not be subject to supervision of the local regulator in
the recipient’s country of residence. One of more of the products and services of the manufacturer may not have been approved by or
registered with the local regulator and the assets may be booked outside of the recipient’s country of residence.

@ in Peru: HSBC Bank USA NA has an authorized representative by the Superintendencia de Banca y Seguros in Perl 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 Perd and is not for public distribution;

@ in Singapore by HSBC Global Asset Management {Singapore) Limited, which is regulated by the Monetary Authority of Singapore. The
content in the document/video has not been reviewed 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; 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 Turkiye by HSBC Asset Management A.S. Turkiye (AMTU) which is regulated by Capital Markets Board of Turkiye. Any information here
is not intended to distribute in any jurisdiction where AMTU does not have a right to. Any views here should not be perceived as
investment advice, product/service offer and/or promise of income. Information given here might not be suitable for all investors and
investors should be giving their own independent decisions. The investment information, comments and advice given herein are not part
of investment advice activity. Investment advice services are provided by authorized institutions to persons and entities privately by
considering their risk and return preferences, whereas the comments and advice included herein are of a general nature. Therefore, they
may not fit your financial situation and risk and return preferences. For this reason, making an investment decision only by relying on the
information given herein may not give rise to results that fit your expectations.

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

@ andin the US by HSBC Global Asset Management (USA) Inc. which is an investment adviser registered with the US Securities and
Exchange Commission.
@ In Uruguay, operations by HSBC's headquarters or other offices of this bank located abroad are not subject to Uruguayan inspections or

regulations and are not covered by warranty of the Uruguayan state. Further information may be obtained about the state guarantee to
deposits at your bank or on www.bcu.gub.uy.

Copyright © HSBC Global Asset Management Limited 2025. 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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