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0 Ongoing efforts in promoting sustainable growth
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Building blocks towards
sustainable development
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Climate-related risks faced by the finance sector

Pacific Gas and
: Electric Company o
3 40
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California’s largest utility
20
- BEFLERERESUEHAERS
Filed for Chapter 11 bankruptcy 10
protection and reorganisation 0

_ BRIFRSource: The Washington Post, 2019
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Recent Stock Price Trend
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PG&E stock price plunges as
California wildfires burn

0

BUSINESS

ByRussell Gold
Jan.18,2019 9:00 am.ET

THE WALL STREET JOURNAL.

WaJ

PG&E: The First Climate-Change
Bankruptcy, Probably Not the Last

The fast fall of PG&E after California’s wildfires is a jolt for companies
considering the uncertain risks of a warming planet
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Climate change
could result in
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Transition Risk
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Climate Minsky Moment

= /E bR
Liability Risk
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Mark Carney, Governor of Bank of England
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Fast-Growing Global ESG Assets

I O
Wl 35,000
'
:®,_ +131%
q. L 30,000
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A (ESG ) ARBBHRUB A A
HEENRERT - ’
15,000
ESG Investment
is the incorporation of Environmental,
Social and Governance (ESG) 108
considerations into investment
processes alongside traditional 5,000

financial analysis.

(LAt{E3=7cat) (in USD bn)

30,683

2018

EI2RESource: Global Sustainable Investment Alliance (GSIA), 2015, 2017, 2019
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BZH9455 - Note: There could be inconsistencies across years due to changes in methodologies and definitions, but not to
an extent that would influence the overall trend of development.
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Global ESG development has lots of momentum
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International platforms
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Task Force on Climate-related
Financial Disclosure (TCFD)

314 Meeting of China-UK
Green Finance Taskforce

hiEgEEht TIEHE
UK-China
Green Finance Taskforce
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Regulators
lead
ESG/TCFD
integration

Supranational collaborations

*
* Technical Expert Group
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on Sustainable Finance

(TEG) INTERNATIONAL ORGANISATION
OF PENSION SUPERVISORS

=xzze IHIS =zzzezzzs4

A{7 Central banks B/ £775/] National governments Securltles commissions  Pension supervisors

NGFS  Gropean

Central Banks and Supervisors TPy
Network for Greening the Financial System commlss'0n

International
Finance Corporation
WORLD BANKGROUP
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Setting \\ International Capital Market Association £ 22 & 581 7 £=5 781 58 11 2= )
principles EEE) Operating Principles for

Green Bond Principles Impact Management
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Global ESG development has lots of momentum

Reporting-side initiatives

REAER Investor reporting *{EEFEER Corporate reporting

PR| ReSpONSIDIE ERIERRS
- Investment Align Corporate
reporting Reporting
2020 £ 57 % #)/ZHKTCFD E#7 Dialogue IFRS

frameworks

CDP International Financial

Mandate TCFD by 2020 Reporting Standards

Y

The
Reporting
Exchange

wbcsd

REHE S

Investment-side initiatives

~

REIRES - TPG
Institutional RISE
investors- AXEfTEELREEZ (ZHER . — oes
led PREANEEESE  AMARELED) ERESCES __ HEIEET  EEETEE
T LNEIEIESG Japan’s Government Pension 2 1820 57047 ?/\5715—7@%%/&%&%1—*
initiatives P 2REE AR he |
The world’s largest Investment Fund, the world’s iaidiond Raised $700m, the largest
asset manager largest public pension fund A $2 billion global private equity fund raised by
supports ESG requires ESG integration impact fund dedicated impact fund

[IGCC

Institutional Investars Group on Climate Change

Climate
Action 10@

BBEREZHIRIZITE %
Institutional investors’
climate advocacy




BREEES

BaBIRIRE EREETCFDE{TAT S
UNEP FI Pilot Project on TCFD Adoption

ADDENDA
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Kennedy
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investing logether
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joined as pilots to assess climate-related risks and opportunities of
their portfolios
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TCFDE

Soesey - TCFD - Towards forward-looking climate disclosure

MEABARBESBAS Y — - HZ2018578318 - |
TD Asset BT EA IR R E SIEBIBI20E TR E

Management one of Canada’s largest investment management firms,
managing more than C$312.9 billion in assets on behalf

of retail and institutional investors as at July 31, 2018

RIRAREERTEMDSD (RRREREES)] T
Breakdown of Climate Value at Risk (VaR) by sector [Global Equity portfolio] weight

Policy Risk 9%
SEE el — S m T —————— I
VaR P ndustrals  qg95

B Consumer Staples 9%
Physical
Risk VaR B Ereey 11%

. Materials 4%

| Communication Services  goy
| Real Estate 3%
- Heaith Care 3%
B Consumer Discretionary
| Information Technology 4%

30 25 20 -5 -0 05 O

~ FEERFZA2°C &= under a 2°C scenario in line with the Paris Agreement 8

ZE Rl RESource : TDAM, Carbon Delta
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cveser  TCFD - Towards forward-looking climate disclosure
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National actions on TCFD in 2019 UNEP FI TCFD pilot group (banking)

ﬁ
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w iz bE R E A HERTTEE
Climate l:‘isk CPR %ﬂ*gﬁggﬁ The Australian Bradesco
the French Prudential . b \%
supervisor Authority Rabobank UA®
SOCIETE Standard
= GENERALE Chartered § E % U]ﬁ
AERERE R N \ ]
Ejj;ﬂ‘“ Eit DeNederlandscheBank /E?r/fqi)%fﬁfj
Stress test EURGSYSTEEM € butc
central bank
/—
16@EERTTbanks
=R &> . SEZEHE - LERREE
Eﬁﬁ?sgl A LN Py —— 1 A Lt . f :/_‘Q/\n/(l] __‘_“ g m A=
Policy %ﬁﬂfﬁf?’%?ﬁ%?ﬁ N METI ' j"“ INC | ouEKTENDING %TCDFE_E% S B/Q\ZO:I.QEEP
c d I’ & ) "{ ’ ) B;tnk_o{ Englalnd. ' Ministry of Economy, Trade and Industry ‘ : B ZBIETTY)DIKEE
guigeiine 3 rudentia’ Regulation joined as pilots to implement

statement N5 Authority H A4S EEZE Japan’s Ministry of
Economy, Trade and Industry

TCDF recommendations
and each publish initial
disclosure by mid-2019 2]
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Green Finance Task Force

recommended mandatory

environmental disclosure of listed

companies

2015

e (EAEXHFFEH
KEZ e 75 )
Integrated Reform Plan for

Promoting Ecological
Progress

2016

G204 E 5

Chinese co-chairmanship
at G20 Green Finance

=74, BEEZ#E
HREZHRE
13th Five-Year Plan
established importance of
green finance

b Bl 71122 E 5] £ 75

Study Group with UK

(ERBEREZHES
HIIEEEE)

Dzess

coesie China embraces green finance in strategic agenda

( PEE I KR E
RIZEEEIE152)

Environmental Risk
Management Initiative for
China’s Overseas Investment

PEEEEE
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UK-China Climate and
Environmental Information
Disclosure Pilot

LT BRI I IR I A

CSRC announcement of mandatory
disclosure of environmental information

by all listed companies by 2020

Guidelines for Establishing Green
Financial System

E5IA

FER

#552020 fEZﬁ/xIﬁfﬁ

Ly e

o il 1
IRIREMIKE
Mandatory
environmental
disclosure
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cvosol - Development of HK’s ESG regulatory framework

_‘@’_ EEEHN (Gesm

S~ REBHEZR) KI5 NV -
Y. BRFEESG—MRIBER L. rwone ©  TCFDMIES -(0)- TERL®
/@\ HE FZ: EFMMEERE . B =, pucrpezes _ N OIEEIRITR RS
T pEER I F RO IS I SFC pu_bllshed the /\/@75,172;7—# SRS S
ded ESG HKEX upgraded Strategic Framework ((f;=fﬁ ﬁ‘ ERES _
gegeral disclosures “comply or explain” and has signed up as HKEX pub“Sh?d a key measures on
to “comply or disclosures a supporter of TCFD step-by-step guide to sustainable banking
explain” provisions =50 [EpOlg and green finance

2016
BEERR /E?Fi”2017ﬁ—fiﬁﬁfﬁi/\ EL /% i’i&iL/ Ef@%fﬁ/ﬁ I g 5 2 B 0 2 B A o nﬁgﬁ’fﬂﬁﬁfféﬁf
(B EFHEEIEIRA) . HRRITHEE /fgf ) TRESCREEBHZRE BEESGAEMHE ~ HESCEEZAIRERLIES]
overnment green bon MPFA issued a circular letter SFC issued a circular to
dthe P I : , . SFC launched a survey on
ngCRgl;b“She.’ c r|nC|p_es issuance announced in Policy encouraging trustees to ESG intearation in as>s/et enhance the disclosure
ponsible Ownership Add 2017 : g
ress consider ESG and green bond management standard of green or ESG

investment funds 11
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@ Hong Kong is significantly lagging behind

2016 = IKESGIRE @15 70
Regional Share of Global ESG Investment in 2016

52.60%

Europe
BR M

—_— United States
£ Yo o

‘\‘*) gﬁg@ga I 4.74% : 720165 - EHRMNEXEEETED - A
A G o : 26.3%BESGEE
. ustrali
New Zealand I 2.25% 26.3% of 2016 global assets under
BN B P Bl professional management were ESG
| Japan 207% I _ investment
(& B L™ N
| e R
[ Hong Kong 14 B ]
1 &P == 0.06% :

ERHGESource: GSIA, 2017
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0 Policy interventions enable growth of ESG market

*ERELRMR PR
The Ecosystem 1
\ /
HEHNES
Poli k
Intervention FraiEH e FRIER Intervention

v

ESG Reporting

nRE Fiduciary Duties REEBA
ESG Investment

Companies Investors Asset Owners

2F]

HERERFREEERHAIREEMESEE D RIMERFEMNIcEETHE
IREFALERARMARRZSP -

Hong Kong needs to ensure its regulatory regime is conducive to facilitating integration
of ESG considerations into business and investment decisions.
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coeser Global Comparison: ESG Reporting Regulations

ESG Reporting ESG Policies ESG KPIs
| | |

All The European Parliament ) ia
European Union and The Council of e gﬁg ci:c:ggiﬁgf%ﬁtmg Coer;ﬂpigxmor Mandatory
member states The European Union B
Article 225 of the
Grenelle Il Act Mandatory  Comply-or-explain
France French Government
Article 173 of the French Mandatory In
Energy Transition Law b AT carbon disclosure
The Companies Act 2006 Mandatory in
K‘;’“'éed Government O the  (strategic Report and Directors’  Mandatory greenhouse
frguom g Report) Regulations 2013 gas emissions
Singapore Exchange Sustainability Comply-or-
Singapore Limited Reporting Guide explain Not specified
—_— —_— 1
Environmental, Social .
Hong Kong* Hong gg;ﬁf gx E?P?‘Rggs and and Governance COeTpﬁgmor Comply-or-explain |
Reporting Guide |
Corporate Governance
Australian Securities Principles and Comply-or-
Australia Exchange Limited Recommendations explain Not specified
(4™ Edition)
@ Japan Tokyo Stock Exchange %m?:uﬁocrepgr;g: COETDFE;WOF Not specified
Commission Guidance
United Securities and Only if
States Exchange Commission Regarding Disclosure Related Not specified 14

| | to Climate Change | rmaterial
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Global Comparison: Fiduciary Duty Regulations

Jurisdiction m Regulation ESG Integration Policies

Article 224 of the ‘Grenelle II' Act

Mandatory

(investment managers)

E—— French
SRemment Article 173 of the French Energy Comply-or-explain
Transition Law (institutional investors)
Comply-or-explain
Shareholders Rights Directive ||
The E (SRD II) (asset managers and
All € EUropean institutional investors)

European Union
member states

Parliament and the
Council of the
European Union

Directive on Institutions for
Occupational Retirement
Provision (IORP 1)

Mandatory

Financial Reporting

Complhy-or-explain

c | Stewardship Code (proposed in 2019)
United ° b (asset managers)
Kingdom
Government of the Occupational Pension Schemes Mandat
United Kingdom (Investment) Regulations andatory
Mot specified
Japan Flmnfﬂl services Japan's Stewardship Code (voluntary in monitoring investee
gency companies regarding ESG factors)
Mot specified
Hong Kong Securities and Principles of (voluntary in engaging investee

Futures Commission

Responsible Ownership

companies on ESG issues)

1

15
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~vwiiol Problems related to HK’s ESG regulatory framework

BREEES

BIEERRIBEZRESGHER
Strategic Integration of ESG Considerations

ESGREEER - RBENEEAATHNESTEAMR - FESGEREFZFN NEH "HIITAE.,

=p=
The integration of ESG considerations into governance, strategy and management system is limited in general, such that ESG reporting has

simply turned into a “box-ticking” exercise in many circumstances j

ESGJE| g AV 58 Bl & B 1 5T 4

Identification and Materiality Assessment of ESG Risks

ALV AT REARMEBIESGREEETER L - SREMIKELE
Many companies are not very effective in identifying ESG risks or conducting materiality assessments, which results in limited disclosures j

EE #RAYE & Quality of Reporting

ESGHREBERMRE=FiE - MP/NETETRZ GRS ERESGHREFIENIENNEIR
ESG reports are generally not assured, whereas small and medium-sized companies lack the necessary capacity to produce quality ESG

reports.

ESG#% ¥ ESG Investment

BEARAREERBENEERTITHEHNER - SR REESGRENE—DERE
The regulatory regime for investor disclosures in Hong Kong is also relatively lax, which is probably not helpful to facilitate further G

development in ESG investment
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® Policy Recommendations Overview

ESGEHRAER "BIITAE.,
ESG reporting: Not a “box-ticking” exercise

ESG B & % il i 2 B PR 432

4 To be aligned with international standards

ESGHHAERER AR
The urgency to upgrade ESG-related infrastructure

17



B#&##Z Policy Recommendations

1. ESGEHRAEZ "HI1TA

BREEES

5

Ise

ESG reporting: Not a “box-ticking” exerc

BRPTEEE (REEEARTHD &

=Pi=h)
ERSIRESEE
ARESGE ANERMNEE

Clarify in HKEX’s
Corporate Governance Code
the role of board in
ESG governance and reporting

ESG Guide
BRFR (ORI - HERERHBSIES HI:_"Esf()fcu"em'
B8 BB 15 ST 2= visions L :
ESGEA - Rig - EHKEEMALIBIE D-lsdosure\"" Proposed provisions:

B ESG governance
[ Strategy

B Management

Expand the disclosure provisions of
HKEX ESG Guide to cover
ESG governance, strategy, management,
and materiality assessment

Disclosure

A

B Materiality assessment

\

\
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ESG reporting: Not a “box-ticking” exercise

=
_ . g s g
E 5] - EEWEESGIRE HE - 7 rnance = KB XC
EiIRHITERERES] - S

EEXBEF
1= Refine and potentially narrow ESG A/ T \ S —
e reporting requirements l':g""_._...
in a sector-specific direction and — =) (8

s 000000 offer sector-specific guidance O el PP

hﬁm?d Logistics E - Telecom

BRATREHREERN S —
— SRE=1 T - =
V] T B P I E T T LU @ V=

N
. -
_ Encourage companies to l l “
Aity A assure the few important criteria to be
Assurance reported mandatorily and assurance a's'f___
costs should be subsidised by Industry A g—
Government o

19
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ESG reporting: Not a “box-ticking” exercise

\ BUTERAEHRER (H1F)

' Sector-specific approach (example)

= :lz .. BEEES IR
N v PN T

@ IRITERER

% Current approach

e Use of Environment and . || Management
Emissions resources natural resources X ;
e 00000 o 7 E';E I]
. = ~A-A.-
AR, ) SKER
] = — Water &
Health and Development ' wastewater
Employment safety and training Management
Q)
O 00\‘0 T .
% \& -V HhEE (T | ESREtAl
' Product i EHEIR
Labor Supply chain roduct Real Estate Sector AR ERAE
standards management reponsiblity |—— Product design

and lifecycle

R k ﬁ‘ management

g
Anti-corruption Community SES(LEEE
Y investment L___  Physical impacts

of climate change 20

BJ3RSource: HKEX & The SASB Foundation, n.d.



B #ZE Policy Recommendations 2. ESG ﬁ*ﬁ*%%“’féﬁ_\dﬁi EE B—/’_T% %ﬁn
sued Il To be aligned with international standards

BREEES

BIFRE TR
HthBEPRARAYESGEERIELS -
R LABRETH (GRIE - HERE
AWEESD NERER

IR

Allow the use of

e - - -
i other internationally recognised |, ~rispa oizipm o FRLSDS R4 AEH0 . =2 e it
porting - 1Z#E (GRI) (International ZE 124 (SASB)
as an alternative to adopting the Integrated Reporting
refined HKEX ESG Guide Framework)

ESG
Reporti_ng
.(- @‘ B ESI— AR EEEET . Blueprint
|\ BEBWESGEREEITHEER

Establish a cross-sector steering
committee to formulate a clear blueprint
to incrementally develop ESG reporting

BEEEE
Committee

21
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To be aligned with international standards

REEEELG ;“1:“:: EE
RTM (EEENEREERAD) &8 Principles of ﬁ . PRI
(BEERERA) #28 - Emig A EEE mtegratlon
ESGRAZMAREBREZD
3] (BEER SFC should align current PRO r’\ M only ESG O
PERREEAD) with PRI such that ESG l engagement
PRO Revision considerations are integrated C—— O = = =0
into investment processes
b Asset Asset owner
company manager

BEYMERELEE

Z2m =5
E £ "TREBSrMERRE ) MERE L - EINERAY y ssssssssssss
v (BEEMNEEERRD) ETER it
& (BRI SFC should require asset managers Ounersnip oo
WmAREREA) to report on the enhanced PRO
PRO on a “comply-or-explain” basis
Upgrade

22
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To be aligned with international standards

S

4 SESGHERREAEARESMIEE
= B - GERENE LA CEEES
— RIBF (EETHNEAERA) s

- — Integrate ESG factors explicitly
ﬂé’/zf]- «__E*E*EE"J into investment policies of public
BEAERERRD JNH funds and require external managers
PRO AHER to adhere to higher standards than
Revision PUb“C FundS current PRO

& BEBESGE R (M
AHEEHE | —
Ry ~ MPFA should A4 ESG
; = incorporate ESG v —
Fiduciary factors into its A ARG BT
duty monitoring process NANDATORY HOVDENT D Trustees

23




B #ZE Policy Recommendations 3 : ESG *E Ea E ﬁ% fg %I'Q % 2E ?E }r
Urgency to upgrade ESG-related infrastructure

O

FERMEBNRIELEEERE
AEH B RIZHEFERIBEENGIR

Develop open-access datasets
of environmental and social data,
particularly of climate-related
data and scenarios

Quality ESG reporting

hnsggE NN - BUBE —{E

\\\Il//_l'
. ‘ =B EMESGERER LS
= ]

Expand capacity building
ae IS offerings to foster an ecosystem
Capacity for quality ESG reporting

24
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Urgency to upgrade ESG-related infrastructure

| oosammmeT ST S
Business-as-usual scenario "—1J8EE , - T EERIE=

Dataset ~ Variable ~ Time of year - !
High resolution future climate simulations Mean temperature Annual |

= Details Q| Q9 ¢ m

N

.y

M%m
Mean temperature 4 X =0

Septies
ATCHEWAN P ?.;:e

I 42125004, -78.874903 |

I »ask atoon F | 74 . J z
Latitude, longitude [Crubougamauls mousio . s
S — - v orkton) u‘m‘?&{, A
| Projected 20-year average changes in mean temperature| O F"""“"’" Halitax |
| (degree Celsius) I “f‘ jokn
I 42 | Y armouth

Learn more about statistically downscaled scenarios of
projected mean temperature change

+
Nebraska owa Eros —= Creo - —_—
2021-2040 2041-2060 I 2_061_20_80.I 2081-2100 = .
—3 = = ) - - i ?
A MEARBRE D OENFES -~ ] 3
-()- . 2. N - ~~
/©\ Canadian Centre for - 2 Il

Climate Services Website

— S6°41T' 08" N|73°30°S4"W — 3 400km

BRIASESource: Canadian Centre for Climate Services Website 25
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Urgency to upgrade ESG-related mfrastructure

LLIGEREE
| Bgz 35 0
Risk of landslide
Increases

Debris flow velocity

= B 52 R N

(m/s)
B High: 5.0 RIEBIREIEE

- Flooding area

: ; of climate-related data
e 5,000 landslide deposit (m?) 4 2 . and scenarios

0 05 1R =
———+—F—km

Open-access datasets

26

& RZRJRESource: in the presentation by Limin ZHANG at CARe2018
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Urgency to upgrade ESG-related infrastructure

Sustainable Development

RS B o5& R B 1R

AEEBNER - UAEERERE
Aol FE R R S

Conduct an Sustainable
sa 2| Development Goals review and
vos=d formulate a clear plan for
Blueprint sustainable development in HK

1 ATt .
Y- Emergency management and resiliency planning

\5" ‘W™ (SDG 11: Sustainable Cities and Communities)
l\ 4 | H2015F LR - ANH— BB RIBBIERENHAER - AN

M EETEI(SDG11.B)RIEM - HETEE f BREEBIRAERKZH

Global Vision

= Urban Action [ T@&ﬁ%ﬁ%ﬁﬁgﬂgﬁgiﬁﬁﬁg e
L/ N
// \\ Since 2015, the City has supported the resiliency planning of
.\ community. The evaluation of resiliency planning (SDG11.B)
_ encouraged related parties to improve accuracy of critical flooding data
Voluntary Local Review and insurance rate maps.

New York City’s Implementation of the
2030 Agenda for Sustainable Development

July 2018

NYC o aiens #ONENVYC 27
& RIFESource: New York City Voluntary Local Review 2018




o LT “Tragedy of the Horizon”
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