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Sustainable Finance Flow Chart
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Global Green, Social, Sustainability & Sustainability-Linked (GSS) Bond Market
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¢ The rollout of the new ICMA General Corporate Purposes
Sustainability-Linked Bond (SLB) Principles in June
2020 has brought new diversity to the market and has led
to more granular discussions around issuers’ materiality
and sustainability ambitions.

©
8
o
c
©
=
LL

® The SLB market is steadily developing with issuance to
date at ca. USD46bn including over USD30bn printed
solely in 2021YTD.

® The market comprises an increasing number of issuers 250 800
to date in both the IG and HY space including, among 200 [ = ;gg
others, Enel, Suzano, Novartis, Chanel, H&M, 500
LafargeHolcim, Hulic, Tesco, Ahold, Verbund, Verallia, 400
Eni, etc. — the most recent breakthroughs are coming from — e ggg
the Oil & Gas space where issuers such as Eni, Total, 50 | o~ - . . . 100
Repsol are now able to finance their energy transition via 0 - — O Bl
SLBs. B N ) N LR R IS P N0
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Source: Bloomberg, SMBC Nikko as of 15 June 2021
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The

Green Bond

Principles

Green Bond Issuance Overview

Green Bond Issuance: Key Points Quarterly Green Bond Issuance by Region (in $bn)

e Green Bonds achieved a new quarterly record in Q1 2021 (more than 2x

the volume of 1Q 2020 when the Covid-19 pandemic started) though its
share vs the total GSS Bond market has been decreasing as

mmmm Asia ex-Japan
s China

m— Japan

mmes Middle East & Africa

Aust/NZ

s Europe
= | atin America

North America
% of Total GSS Issuance (RHS)

Social/Sustainability Bond and, more recently, Sustainability-Linked Bond 140 = Supranational 100%
primary activity increased.

e Though the market is mainly dominated by Europe, Asia ex-Japan issuers
are balancing a decreasing Chinese supply while North American
primary activity is catching up.

e Corporate Green Bond issuance remains dominated by Utilities and Real 80
Estate though new sectors such as Energy, Industrials and Auto are
contributing to increased diversification.

¢ Financials and SSAs Green Bond supply remain sustained thanks to new 40
issuers (e.g. Deutsche Bank, Italy, Hungary, etc.) though more
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concentrated towards Social/Sustainability offerings as more aligned. i 10%
e Given the economic recovery path and issuer appetite to finance climate 0 - 0%
iti i i i i AD AD AD AD AQ AQ A AQ 20 20 a0 00 VA VA
mitigation and adaptation projects with Green Bonds, the market expects 2T T @ B a B g @B p B (B g g S (o g

2021 Green volumes to easily exceed last years’.
Annual Global Green Bond Issuance by Issuer Type (in $bn)
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Social Bond Issuance Overview (\ Social Bond

Principles
Social Bond Issuance: Key Points Quarterly Social Bond Issuance by Region (in $bn)
— Asi.a ex-Japan Aust/NZ

o Socia! Bond v_olumes recently remained extremely strong as a few — JC:,')'; e Lot America

large issuers in the SSA space continued to support the market by hS/Iiddle E?steTAfrica TonthAtmnlegchI rus

; g 5 g 5 5 — %

issuing to finance their response to the Covid-19 pandemic — the EU 100 Hpraatona of Total GSS Issuance (RHS). 5094

via its SURE Programme, CADES and UNEDIC combined for $73 billion of 90 90%

Social Bond volume in 1Q 2021 only. 80 80%
e Though Social Bond issuance remains mainly concentrated among SSAs 70 70%

and, to a lesser extent, Financials, the market anticipates that Social Bonds 60
will remain a meaningful part of the GSS Bond market over the long term as
governments and companies increasingly focus on a broader array of
social issues.
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e Sector innovation among Corporates has mainly originated outside =
Europe (except EDF in France), and particularly in Japan where 20 20%
inaugural issuers such ANA, East Nippon Expressway, The University of 10 o . 10%
Tokyo, etc. have brought breakthrough Social Bond transactions within 0 == w= H XL W M = H N =N 0%
their respective sector contributing to further diversification in the market. O,\@“Q’O,L@\%O%@“‘Z’Ou@@o\@@O,Lm%“go%mﬁ)\go@“go\@"‘“dﬂ@“ On_,m“"“ Oﬂ“@ 0@@\ OA;L“"‘\

Annual Global Social Bond Issuance by Issuer Type (in $bn)
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Sustainability Bond Issuance Overview

The
ﬂ Sustainability Bond

Guidelines

Sustainability Bond Issuance: Key Points

e Greater participation from financial and non-financial companies
seeking to highlight both their environmental and social objectives,
adding up to the historical large supply from SSAs, has led to new quarterly
issuance records of Sustainability Bonds coupled with a meaningful
increase of the share vs total GSS Bond market.

e Supranational issuers continue to be the leading regional segment for
Sustainability Bonds though the market continues to be more diverse.

* From a sector perspective the market is seeing corporate issuance
following SSAs, with Asian and selected Emerging Market issuers (e.g.
Kookmin Bank, Southern Water, Toyota, TSKB, VakifBank, Goldman
Sachs, etc.) recently contributing to more diversification.

¢ Inthe Communications sector we highlight how recent issuance only
came in Sustainability Bond format mainly through offerings from
Telefonica, Telecom lItalia, Orange securing funding in both senior and,
for the Spanish operator, in hybrid format, too showing further diversity.

Annual Global Sustainability Bond Issuance by Issuer Type (in $bn)
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Corporate Financials
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Sustainability-Linked Bond Issuance Overview ) Sustainabitey-Linked

Sustainability-Linked Bond Issuance: Key Points Quarterly Sustainability-Linked Bond Issuance by Region (in $bn)

e Sustainability-Linked Bonds (SLB) are the most dynamic area of the GSS — éiii?]:X-Japan f— éﬂfg,?ez
Bond markets following the publication of ICMA’s Sustainability-Linked m—Japan m— | atin America
Bond Principles in June 2020. 25 — Z&%?;Eﬁs;; Airca ‘E\IA:Otl;hT/?)tn;?chZiS Issuance (RHS) 100%
e Sustainability-Linked Bonds have brought new diversity to the market in 0
terms of issuer type and bond structure and have led to more granular 90%
discussions around each issuer’ sustainability ambitions. 20 80%
¢ Nearly all SLBs have been issued by corporates to date, in both the IG and 70%
HY space, these come from a broad range of sectors, including utilities, 15 60%
shipping, cement, apparel, pharmaceuticals, and lately Oil & Gas. (e.g. 50%
Enel, Suzano, Novartis, Chanel, H&M, LafargeHolcim, Hulic, Tesco, Ahold, 10 20%
Verbund, Verallia, Eni, etc.). 20%
e Within Oil & Gas, Eni SpA is the only one to have issued an SLB, 5 20%
whereas TotalEnergies and Repsol have so far only disclosed their I 10%
intentions, framework (for Repsol only) and potential KPIs/SPTs. - H . o
0 IR S i EE S _ 0%
e Berlin Hyp and China Construction Bank were the first banks globally N Wb W
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Annual Global Sustainability-Linked Bond Issuance by Issuer Type (in $bn)
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Guidance and expectations in Climate Transition Finance Handbook

Climate Transition Finance Handbook provides guidance and expectations to capital markets participants as below:

Issuer’s Climate
Transition Strategy and
Governance

Business Model
Environmental
Materiality

Climate Transition
Strategy to be Science-
based including
Targets and Pathways

Implementation
Transparency

Establishment of a corporate strategy to address climate change-related risks is a pre-requisite to issuing a transition-labelled instrument

A range of climate change scenario providers exist in the market today4 to inform strategy design. The choice of relevant provider, or the decision to design an in-
house scenario, are up to the issuer. However, regardless of the source, an issuer’s strategy should be guided by the objective of limiting global temperature
increases ideally to 1.5° C and, at the very least, to well below 2° C

Suggested information and indicators:

— Along-term target to align with the goals of the Paris Agreement (e.g. the objective of limiting global warming ideally to 1.5° C and, at the very least, to well below
2° C);

— Relevant interim targets on the trajectory towards the long-term goal,

— Disclosure on the issuer’s levers towards decarbonisation, and strategic planning towards a long-term target to align with the goals of the Paris Agreement;

— Clear oversight and governance of transition strategy;

— Evidence of a broader Sustainability strategy to mitigate relevant environmental and social externalities and contribute to the UN Sustainable Development Goals

The climate transition trajectory as far as it relates to financing should also be a material factor to the future success of the business model, as opposed to being an
incidental aspect. The trajectory should also consider the salience of an issuer’s climate impacts on the environment and society, and seek to mitigate negative
externalities.

Issuer’s climate strategy should reference science-based targets and transition pathways. The planned transition trajectory should:
— be quantitatively measurable (based on a measurement methodology which is consistent over time);

— be aligned with, benchmarked or otherwise referenced to recognized, science-based trajectories where such trajectories exist;
— be publicly disclosed (ideally in mainstream financing filings), include interim milestones;

— be supported by independent assurance or verification

Suggested information and indicators

— Short, medium, and long-term greenhouse gas reduction targets aligned with Paris Agreement;

— Baseline;

— Scenario utilised, and methodology applied (e.g. ACT, SBTi, etc.);

— Greenhouse gas objectives covering all scopes (Scope 1, 2 and 3);

— Targets formulated both in intensity and absolute terms.

Market communication in connection with the offer of a financing instrument which has the aim of funding the issuer’s climate transition strategy should also provide
transparency to the extent practicable, of the underlying investment program including capital and operational expenditure. This may include R&D-related expenditure
where relevant, and details of where any such operating expenditure is deemed ‘non-Business as Usual’, as well as other relevant information indicating how this
program supports implementation of the transition strategy, including details of any divestments, governance and process changes.

Suggested information and indicators
— Disclosure on the percentage of assets/revenues/expenditures/divestments aligned to the various levers of the strategies and pathways ;
— Capex roll-out plan consistent with the overall strategy and climate science

Source: SMBC Nikko, based on “Climate Transition Finance Handbook” (ICMA) i
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Qualification & Credentials on Green, Social, Sustainability (GSS) bond Issuance

I SMBC Nikko’s Track Record as Structuring Agent(SA)
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Business Alliance with Affirmative Investment Management (AIM)

AlIM

On July 17, 2020, SMBC Group announced a business alliance with Affirmative Investment Management (AIM), a leading ESG investor based in
Europe. AIM is very well known in the market as a dark green investor and utilizes its expertise to support ESG finance on a global scale.

Corporate Profile

ESG criteria for investment "SPECTRUM"

e Established in 2014 to create a positive impact on society and the
environment through its investment portfolio

* Aims to invest 100% in impact investments, reporting is highly regarded
globally

e Reporting includes quantitative impacts on environment, as well as disclosure
of the regions in which the proceeds are used, and case studies concerning
the use of proceeds.

Total $1.18bn Full amount

=iPRI

Support for issuers through Collaboration between
SMBC Nikko and AIM

scioeie  February, 2016

nyesziment

“S”ustainable Consistency with SDGs and the Paris Agreement

“P”ositive There is an environmental and/or social externality
“E”xternality associated with the issue
“C’redit Being eligible from financial and ESG aspect

Clear and transparent investment policies and

“T”ransparenc . . .
P y information disclosure

Issuer's commitment to sustainability in its business

R”esponsible model

“U”se of proceeds Use of proceeds that meet AIM's criteria

“M”aterial impact Material and measurable impact reporting

Achievement and external evaluation of AIM’s impact investment

e As animpact investor, AIM focuses on the
greenness of the use of proceeds and the

Support for ESG Bond contents of reporting

Framework construction by
providing comments as an
ESG Investor

e Enhance the appeal of the issuers’ ESG
framework by providing advice from the
perspective of dark green European
Investors

Confirmation of the e Having IR meetings with dark green
perspective of dark green investors would help issuers to optimise
investors through IR ESG engagement

* Possibility for expansion of investor base
by following AIM invest policies

Expansion of investor base

Energy saving effect

Introduction of renewable

o 66MW
energy facilities
J\BEE | Do oo i e

Production of clean energy EEPEERKEVIU]
) ,\ln.nl.lilm‘llr awprded 1«
VoS!

Daily passenger volume Avznls \lM
through clean 30,751 2019 Winner

transportation

Amount of purified water 250,625m?3

Re(_iuc_tlon in CO2 70,085t-CO2
emissions Wi NNEHM
54% O ESG Investing

Lo eenrrmnesd ¢ N X
Green Building Area 6,297 /\W\.... cmmml:'mmmm year
Number of students with ) ‘
umper or students wi J P /
17,790 Jr ‘r\' M

access to green education

Source: AIM Website, SMBC Nikko
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Disclaimer

This document has been prepared by one or more of the
companies forming part of “SMBC Group”, being Sumitomo
Mitsui Financial Group, Inc. (SMFG) and each of its direct and
indirect subsidiaries globally including, without limitation,
Sumitomo Mitsui Banking Corporation (SMBC), SMBC Bank
International plc (SMBC BIl), SMBC Bank EU AG (SMBC EU),
SMBC Nikko Capital Markets Limited (SMBC Nikko) and SMBC
Nikko Capital Markets Europe GmbH (SMBC Nikko CM
Europe).

This document is provided for information purposes only. It does
not constitute or solicit an offer or commitment by any member
of SMBC Group to underwrite or extend any credit, subscribe
for or place any securities, buy or sell any security or financial
instrument or to provide any other services nor (save to the
extent explicitly contracted for outside of this document) is it
intended as investment or other advice or as a recommendation
that you, or any other person, participate in any transaction.
Prior to participating in any transaction you should (a) make
your own independent judgment if such transaction is suitable
for you (without reliance upon any information contained in this
document or provided by any member of SMBC Group or any of
their advisers); (b) consult your own independent, competent,
legal, financial, accounting, regulatory and/or other professional
advisers; and (c) take full responsibility for the economic risks
and merits as well as the legal, financial, corporate, tax and
accounting characteristics and consequences of the proposed
transaction. This document is not intended to form the basis of
any investment decision. There may be, amongst others, tax,
corporate, financial, accounting, legal or regulatory
consequences to the proposed transaction and no member of
SMBC Group nor any of their advisers express any opinion on
these matters; you should consult with experienced advisers on
tax, accounting, legal, financial and regulatory matters.
Members of SMBC Group and/or their connected companies
may have a position in any of the instruments, indices or rates
mentioned in this document. In preparing this document,
members of SMBC Group may have relied upon information
available from third parties, including public sources. Members
of SMBC Group have assumed, without independent
verification, the accuracy and completeness of such information.
No member of SMBC Group makes any representations or shall
have any liability for the accuracy and completeness of (or
otherwise in relation to) this document. SMBC Group may have
made assumptions that (i) future market conditions are not
indicative of actual market performance and actual events or (ii)
conditions are unlikely to be consistent

with, and may differ materially from those assumed. Not all
relevant events or conditions may have been considered in
developing such assumptions. No member of SMBC Group nor
any of their advisers undertakes to provide you with additional
information or to update this document or any additional
information, or to correct any inaccuracies which may become
apparent.

Capital markets, derivatives and other investment banking
activities may be performed by a combination of SMBC Nikko
Securities America, Inc., SMBC Nikko Securities, Inc., SMBC
Capital Markets, Inc., SMBC Derivative Products Limited,
SMBC Nikko and SMBC Nikko CM Europe. SMBC Nikko and
SMBC Nikko CM Europe may also provide M&A services to
customers in EMEA and may co-advise with SMBC Nikko
Securities Inc.. Lending and other commercial banking activities
are performed by, various members of SMBC Group including
(without limitation) SMBC, SMBC Bl and SMBC EU.

Where this document relates to mergers, acquisitions and/or
disposals (“M&A Engagement”) please note that these topics
are covered for discussion purposes only and no member of
SMBC Group intends to express any formal opinion. SMBC
Group has not obtained prior agreement from any of the parties
relating to the M&A Engagement, or their shareholders, or your
company’s shareholders (hereinafter “Parties”), and has not
confirmed with the Parties in respect of the feasibility of the
M&A Engagement.

Certain members of SMBC Group may provide (or propose to
provide) commercial banking transactions such as loans and
deposits (“Commercial Banking Transactions”) to your company
and/or the Parties. Therefore, if your company pursues these
M&A Engagements, those members of SMBC Group may
benefit, to a certain extent, from such transactions as a result.
Furthermore, please note that there are cases in which conflicts
of interest may arise between members of SMBC Group and
your company. Since SMBC Group has (or will have in the
future) information about all or part of the Commercial Banking
Transactions with your company and/or the Parties, SMBC
Group may utilise information which you disclose to SMBC
Group in discussions (regardless of whether the information is
presented in a written, electronic or verbal form, or whether the
information is publicly available or not) for SMBC Group’s
Commercial Banking Transactions.

If you are considering transactions involving interest rate
hedging, please consult with your own professional advisers
outside of SMBC Group on how any fluctuations in interest
rates (including, amongst other things, negative

interest rates) might impact upon your transaction. In the event
that a loan agreement entered into with SMBC Group contains
a floor in the reference rate (so that the reference rate cannot
go below zero or another point), in the absence of a
corresponding floor in the interest rate hedging transaction,
there may be a mismatch between the position under the loan
agreement and under the swap transaction. You should
carefully review the terms of the loan and swap agreements,
including without limitation in regard to any such potential
mismatch, and should take your own advice and make your
own independent decisions based on such advice.

The London Interbank Offered Rate (“Libor”) is an interest rate
benchmark administered by ICE Benchmark Administration
Limited. Libor is likely to be discontinued after the end of 2021
and replaced with an alternative benchmark calculated
differently. Any change to the interest rate benchmark used for
a product may have an impact on that product, whether to its
value, the purpose that product is intended to serve,
secondary uses such as discount rates or performance ratio
calculations, or otherwise.

General information about Libor discontinuation can be found
on the SMBC Group website:
https://www.smbcgroup.com/pdf/emea/libor-fags.pdf/

SMBC Group is not providing any advice or recommendation,
nor is it assuming a responsibility to provide advice. Where
relevant, SMBC Group will engage with its customers to
transition to a new benchmark or rate in due course. If you so
wish, you should seek independent professional advice on the
potential impact of Libor discontinuation on your business.
This document may not be forwarded or distributed to any
other person and may not be reproduced in any manner
whatsoever. Any forwarding, distribution or reproduction of this
document in whole or in part is unauthorised, without our prior
written consent, except to your professional advisers to assist
you in evaluating these materials. By accepting a copy of this
document, you agree to be bound by the foregoing limitations
and conditions. Subject to any contradictory governing law
clause elsewhere in this document, this document and any
noncontractual obligations arising out of or in connection with
it shall be governed by English law and subject to the
jurisdiction of the English courts.
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Authorisations & Regulation

SMBC

The Japanese Financial Services Agency (JFSA) is the
‘home’ regulator of Sumitomo Mitsui Banking
Corporation (SMBC) and has a shared responsibility for
regulating branches with the individual branch’s ‘host’
regulator. Whilst the JFSA does not have direct
responsibility for individual overseas subsidiaries, it
does regulate them indirectly through its responsibilities
for SMBC as a whole.

SMBC Brussels Branch
Financial Services & Markets Authority and National
Bank of Belgium.

SMBC DIFC Branch — Dubai

Regulated by Dubai Financial Services Authority (DFSA).
SMBC DIFC Branch — Dubai has been granted a Category
1 license which allows them to only deal with those
persons defined as a “Professional Clients” or a “Market
Counterparty”.

SMBC Diisseldorf Branch

Supervised by Bundesanstalt fur
Finanzdienstleistungsaufsicht (Federal Financial
Supervisory Authority) (BaFin).

SMBC London Branch

Authorised and regulated by the JFSA. Authorised by the
Prudential Regulation Authority. Subject to regulation
by the Financial Conduct Authority and limited
regulation by the Prudential Regulation Authority.
Details about the extent of our regulation by the
Prudential Regulation Authority are available from us on
request.

SMBC EU

SMBC Bank EU AG (SMBC EU) is a CRR* credit institution
established in Germany, authorised by the European
Central Bank (ECB) and supervised by BaFin. BaFin is the
‘home’ regulator of SMBC EU and has a shared
responsibility for regulating SMBC EU branches with the
‘host’ regulators of the branches as stated below.
*Capital Requirements Regulation (EU) No. 575/2013.

SMBC EU Amsterdam Branch

SMBC EU has been granted permission by De
Nederlandsche Bank (Dutch Central Bank) to provide
services in the Netherlands as meant in Article 2:14 of
Wet op het financieel toezicht (Dutch Financial
Supervision Act) (Wft). The Amsterdam office is a
branch of SMBC EU as defined in Article 2:14 of Wft and
is registered as such with DNB and Autoriteit Financiele
Markten (the Netherlands Authority for the Financial
Markets) (AFM).

SMBC EU Dublin Branch
Regulated by the Central Bank of Ireland for conduct of
business rules.

SMBC EU Diisseldorf Branch
Supervised by BaFin.

SMBC EU Sucursal en Espafia (Branch in Spain) —
Madrid
Banco de Espana (Bank of Spain).

SMBC EU Milan Branch

Banca d’Italia (Bank of Italy) and Commissione
Nazionale per le Societa e la Borsa (Italian Companies &
Exchange Commission) (Consob).

SMBC EU Paris Branch

Autorite de Controle Prudentiel et de Resolution
(Prudential Supervision & Resolution Authority) (ACPR)
and Autorite des Marches Financiers (Financial Markets
Authority) (AMF).

SMBC EU Prague Branch
Ceska Narodni Banka (Czech National Bank).

SMBC BI

SMBC Bank International plc (SMBC BI) is authorised by
the Prudential Regulation Authority and regulated by
the Financial Conduct Authority (FCA) and the
Prudential Regulation Authority (PRA). Both regulators
are the ‘home’ regulators of SMBC Bl in the United
Kingdom, and have a shared responsibility for regulating
the SMBC Bl Paris branch with the ‘host’ regulators as
stated below.

SMBC BI Paris Branch
Authorised by the ACPR. Supervised and regulated by
the ACPR and the AMF.

SMBC Nikko

SMBC Nikko Capital Markets Limited is authorised and
regulated by the Financial Conduct Authority (FRN
171935).

SMBC Derivative Products Limited is authorised and
regulated by the Financial Conduct Authority (FRN
172073).

SMBC Nikko ADGM Branch

SMBC Nikko Capital Markets Limited Abu Dhabi Global
Market (ADGM) Branch is regulated by the ADGM
Financial Services Regulatory Authority.

SMBC Nikko CM Europe

SMBC Nikko Capital Markets Europe GmbH is supervised
by BaFin.

SMBCR

JSC Sumitomo Mitsui Rus Bank (SMBCR) is authorised
and regulated by the Central Bank of the Russian
Federation.

Where other members of SMBC Group have
contributed to the preparation of this pitchbook, those
members of SMBC Group shall be regulated by their
respective local regulators.

SMBC Saudi

SMBC Advisory Services Saudi Arabia LLC (SMBC Saudi)
is licensed by the Capital Market Authority (CMA) to
conduct arranging business activities under under
licence number 19190-30, obtained on 18 February
2019 and commenced security business on 30 January
2020.

Other entities

Where other members of SMBC Group have
contributed to the preparation of this pitchbook, those
members of SMBC Group shall be regulated by their
respective local regulators.




