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Sustainable Bond market at a glance

As of end of Q3 2024, 16.4% of EMEA bonds issued were in ESG format, and 10.8% globally
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ESG Strategy | Focus on Transition

Investor mindsets are evolving and there appears to be more openness to allocate capital to sectors / companies that were
previously less in focus

The rise of transition

Defining transition

Integrating transition in fund criteria

The shift in perspective is driven by: (i) in
order to meet the Paris targets, some of
the more challenging / harder to abate
sectors need to be supported and (ii) the
fact that a lot of progress has been made
with the “ower hanging fruit” (e.g. utilities
sector)

This approach also allows investors to
demonstrate more tangible positive
impact in their investment portfolios

We know many of the more sophisticated
ESG investors are currently incorporating
transition assessments within their
models

A smaller proportion of investors are still
not supportive of adjusting their approach
given the potential greenwashing
concerns

“Are investors more open to include
transition within ESG strategies?”

Already Yes,
included in transition
existing has a key
criteria role to
8% play
Not
supportive

“How is credibility of transition pathways assessed?”

100%
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assessment from 3rd Temperature  Transition
parties Rise (‘ITR’) Rating
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B Defining transition, however, is challenging and investors are working on
both:
1. defining what is a credible transition path / plan which clearly
varies depending on sector, region and individual business models
2. defining transition activities for direct transition financing / inclusion
in labelled transition bonds

B Regarding #1, investors have been working on this for some time, most
commonly defining transition internally, but also using 3rd party provider
information as a way to verify or sense check their own assessment

B Regarding #2, investors are assessing what products are suitable for
transition activities and we know some investors’ transition products
sit outside of their Art. 8 & 9 funds

B Once credibility of transition pathways or ESG credentials
are assessed, investors then tend to define certain issuers
as leaders and laggards, the latter of which are often
excluded from ESG funds / strategies. When asked how
investors define laggards, 60% said that they define a
laggard as the bottom 20% in each industry

B As well as excluding ESG laggards (which majority of
investors employ as a criteria), other common criteria for
transition funds include: Portfolio emissions reduction &
aligning to a specific temperature scenario

“What are the most used criteria for transition
strategies / funds?”

Portfolio
carbon
footprint
reduction

Exclude climate transition
laggards

[ Beat the benchmark: EU PAB [ Beat the benchmark: CTB

“How do you define transition laggard?”
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ESG Labelled Issuance | Transition bonds

In order to facilitate investing in the transition, the market is working to define activities that should be eligible for transition
bonds

Defining transition activities Which sectors are more likely to be more eligible...

B ICMA are contributing to this through

’ e ... for ‘transition’ vs ‘green’?
their transition workstream. The LMA or ‘transitio S gree

“Do you have a dedicated framework for

assessing transition bonds?” M Transition strategy

are defining a list of eligible activities
for their loan transition label. Some
countries are implementing Transition
Taxonomies (Australia, Canada,
Singapore, Japan etc.)

B Some investors are beginning to draft
their own transition activity frameworks
that they can reference as the market
evolves. In our survey, 19% of
investors said they already have
such a dedicated framework while
27% said that they were in the
process of developing one

“Would transitions qualify as a
sustainable investment?”

67%

HYes No

54%

B Yes M InProgress No

One important consideration is defining
DNSH (“Do No Significant Harm”) and
mitigating greenwashing. Whilst there
are standards emerging on how to define
this (e.g. PAB/CTB exclusions, SRI
labels) investors view on what is
acceptable for certain labels / funds will
vary. In this respect, only 33% of
investors surveyed said that a
transition bond would, in their view,
qualify as a sustainable investment

This further supports the call for
increased transparency on transition
strategy and reporting at both asset and
company level and will ensure investors
get the comfort they need to invest

B The eligibility of different activities and
sectors for “transition” varies from

investor to investor. In fact, only 25% of the @ EM focused

investors asked stated that their transition
strategies are focused on hard to abate
sectors, with most investors (54%) seeing
transition as more general (transcending
sectors and geographies) and 21% focusing
their strategies on emerging markets

applied broadly

transition strategy

“Hard to abate”
focused transition
strategy

“Which sectors would you consider as transition eligible?”

B Investors view the most transition eligible sectors as shipping, cement, steel,

chemicals, natural gas and aviation

B Opinions also differ on what is an acceptable timeframe to ‘lock in’ @ transition assets
Sectors where investors are more tolerant of locking in transition assets longer term (6yrs+)
include nuclear, aviation, grid operators and cement

Transition Eligible

[l Green Eligible

Acceptable lock-in period

Shipping || Mid-term (3-6yrs)
Cement | ]
Steel | ] Mid-term (3-6yrs)
Chemical | ] Mid-term (3-6yrs)
Natural gas power generation | ] Mid-term (3-6yrs)
Aviation
Natural gas distribution | ] Mid-term (3-6yrs)
Mining | | Mid-term (3-6yrs)
Methane abatement | ]
Grid operator |
Auto manufacturer | Short-term (0-2yrs)
Packaging | Mid-term (3-6yrs)
Auto part | Short-term (0-2yrs)
Nuclear power generation ]
20% 40% 60% 80% 100%

Eligible for Neither

(M Jock-in’ typically refers to when high-emitting infrastructure or assets continue to be used, despite the possibility of substitution with low-carbon alternatives
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Disclaimer

This document is confidential and is submitted to selected recipients only. The material in this document was produced by BNP Paribas, BNP Paribas Fortis SA/NV, BNP Paribas Securities Corp., or one or more of
their branches or affiliates (each, “BNPP”) for information purposes only. It may not be reproduced (in whole or in part), summarised, forwarded or distributed to, in any manner whatsoever, or review by anyone
other than you without the prior written permission of BNPP. Although the information and opinions contained in this document have been obtained from you or public sources believed to be reliable, it has not been
independently verified, and BNPP makes no representation, warranty, or undertaking, express or implied, whether such information is accurate or complete, and it should not be relied upon as such. There can be no
assurance that any estimates, targets, or projections are attainable or will be realised. Past performance is not a guide to future performance, and future returns are not guaranteed. Any views expressed herein
reflect the judgment of BNPP as of the date of this document and may be subject to change without notice. A credit rating (i) is subject to downward revision, suspension or withdrawal at any time by the assigning
rating organisation; (ii) does not take into account market risk or the performance-related risks of the investment; and (iii) is not a recommendation to buy, sell or hold securities. Any views expressed herein reflect
the judgment of BNPP as of the date of this document and may be subject to change, without notice, if BNPP becomes aware of any information, whether specific to a transaction or general (including changes in
prevailing capital markets conditions), which may have an impact on any such views. These views also may differ from or be contrary to views expressed by other departments and/or affiliates of BNPP. This
document does not constitute, and should not be construed as, an offer, solicitation or recommendation to buy or sell any security or instrument or to enter into any trading strategy or transaction, nor should it form
the basis of or be relied upon in connection with any contract or commitment whatsoever or be taken as investment advice, and BNPP makes no representation as to the actual terms on which a transaction may be
entered into. There shall not be any offer, solicitation or sale of securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification of such securities under the
securities laws of any such jurisdiction. BNPP will not be responsible for the adequacy or appropriateness of this information for your purposes or any consequences resulting from the use of this document or
reliance upon any view or statement contained herein or for any omission. This document is not intended to provide the sole basis for any evaluation of any transaction, securities or other financial instruments
mentioned herein. BNPP accepts no liability or responsibility whatsoever for any direct or consequential loss arising from any use of material contained in this document. Accordingly, you should make your own
judgment and assessment of the information contained in this document, which is not intended to be the sole basis upon which a determination as to the advisability of any transaction contemplated herein should be
made. To the extent that any transaction is subsequently entered between the recipient and BNPP, such transaction will be entered into upon such terms as may be agreed by the parties in the relevant
documentation. In particular, BNPP owes no duty to any person who receives this document (except as required by law or regulation) to exercise any judgement on such person’s behalf as to the merits or suitability
of any such transaction, security or other financial instruments. BNPP does not provide any tax, accounting, or legal advice, and you should seek independent professional advice, as appropriate. Any products
mentioned herein may not be registered for public sale in a particular jurisdiction, and their availability for investment or distribution is restricted and subject to local applicable laws and regulations, including sale only
to professional or institutional investors. In relation to the securities, related derivatives, and other financial instruments and the companies, issuers, institutions, entities, and persons referred to in this document,
BNPP may (or may have within the previous twelve months or may in the future), from time to time: act as manager, co-manager, underwriter of a public offering or otherwise, in the capacity of principal or agent;
deal in, hold a position, or act as market maker; provide significant advice or investment services; act as an advisor, broker, investment banker, commercial banker, or lender; solicit or perform investment banking or
other services and receive or intend to receive compensation for those services; and acquire non-public information. As an investment bank with a wide range of activities, BNPP may face conflicts of interest, which
are resolved under applicable legal provisions and internal guidelines. You should be aware, however, that BNPP may have previously used the information contained herein or the analysis upon which it is based
and may engage or have engaged in transactions in a manner inconsistent with the views expressed herein, either for its own account or the account of its clients. BNPP and/or persons connected with it may effect
or have effected a transaction for their own account in any investment referred to in this document or any related investment before the material is provided to any BNPP clients. On the date of this document,
BNPP, persons connected with it, and its respective directors and/or representatives and/or employees may have a long or short position in any of the investments mentioned and may purchase and/or sell the
investments at any time in the open market or otherwise, in each case either as principal or agent. This document is prepared for and is directed at (a) professional clients and eligible counterparties and is not
intended for retail clients, as defined in Directive 2014/65/EU as amended and/or the UK equivalent (as the context requires) (MiFID), and should not be provided to any such persons, (b) where relevant, persons
who have professional experience in matters relating to investments falling within article 19(1) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, and (c) other persons to whom it
may lawfully be communicated. BNPP’s Allocation Policy and the information BNPP is required to disclose under Art 38(1) of Commission Delegated Regulation EU 2017/565 and or the UK equivalent (as the
context requires) where it provides corporate finance advice, as set out in Section B(3) of Annex | of MiFID, and the service of underwriting or placing of financial instruments can be found in the “BNP Paribas Pre-
mandate disclosures letter” available to all issuers via our MIiFID 1l website (https://cib.bnpparibas.com/MIFID). Without limiting the foregoing, in the event that you have not formally engaged BNPP as financial
advisor, the provision of this document shall not be deemed to create any advisory relationship.

United Kingdom — This document has been communicated by BNP Paribas, London Branch. BNP Paribas is authorised and regulated by the European Central Bank and the Autorité de contr6le prudentiel et de
resolution. In the UK, BNP Paribas is authorised by the Prudential Regulation Authority and is 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. BNP Paribas London Branch is registered in the UK under number FC13447. UK establishment
number: BR000170. UK establishment office address: 10 Harewood Avenue, London NW1 6AA.

By accepting this document you agree to be bound by the foregoing limitations.
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