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Join us: Banking, Insurance or Investment Management

Gain sector-specific technical support and expert opinions to keep
you up to date in a fast-changing environment in:

+ Banking
* Insurance
* Investment Management
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Monthly Focus ebulletin
Access exclusive regulatory insights

Accessible resources from bite sized guides for NEDs to in-depth
technical guidance

Influence the regulatory and policy agenda by contributing to our
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Learn from fellow members' wide ranging experience

For more information, you can find us at Icaew.com/joinfsf
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Agenda

Embedding Sustainability into Strategy

1 The role of ESG and sustainability
2 The impact of sustainability on business strategy
3 The response from HSBC
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Embedding Sustainability into Strategy

Increased focus on sustainability challenges faced by society,
particularly climate change

Paris
Agreement

Landmark global agreement reached in Paris on 12 December 2015 and
approved by the leaders of 195 countries

Aims to reduce greenhouse gas emissions and limit global temperature
increase to below 2°C (3.6F) above pre-industrial levels by 2100

17 Sustainable Development Goals (‘SDGs’) adopted by UN Member
States and came into force 6 January 2016, for the year 2030

Universal call to action to end poverty, protect the planet and ensure
that all people enjoy peace and prosperity

Environmental, Social and Governance (ESG) are three central factors
In measuring the sustainability of an investment in a company

UN Principles for Responsible Investing (PRI) established in April
2006 to encourage the incorporation of ESG into investment practice

PUBLIC
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Embedding Sustainability into Strategy

Increasing expectations from across stakeholder groups

Investors | Consumers

¥ corporate performance

Other stakeholders
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Embedding Sustainability into Strategy

Millennials, Gen Z and Gen X are the most engaged

It is “extremely” or “very” important that companies
implement programs to improve the environment

% of global respondents

85%
80% 79%
12%

65%

GenZ Millennials Gen X Baby Boomers Silent Generation
(Aged 15-20) (21-34) (35-49) (50-64) (65+)

Source: The Conference Board® Global Consumer Confidence Survey conducted in collaboration with Nielson Q2 2017
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Embedding Sustainability into Strategy

Overall, 39% of investors allocate funds to sustainable investments

Percentage of investors with at least 1% of their investable assets in

Average allocation
to sustainable

sustainable investments investments
Overall 39% 36%
China 60% 46%
Brazil 53% 44%
UAE 53% 31%
Italy 51% 31%
Germany 42% 29%
Singapore 35% 27%
Switzerland 35% 29%
Hong Kong 34% 41%
UK 20% 38%
us 12% 49%

Source: UBS Investor Watch Survey (2018); Percentage of investors with at least 1% of their investable assets in sustainable investments
1. Percentage of investors with at least 1% of their investable assets in sustainable investments

PUBLIC
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Embedding Sustainability into Strategy

ESG factors are becoming increasingly mainstream

Sustainable investment assets that take into account ESG Investment needed to address
factors in portfolio selection and management climate change by 2033

USD90-100trn

—

@ USD30.7trn

—

UuSD22.9trn

/]

17

2016 2018 2033

1. Source: Global sustainable investment alliance (2019), Global Investment Review
2. Source: New Climate Economy, The sustainable infrastructure imperative : financing for better growth and development PUBLIC
3. Source: Global Commission on Economy and Climate

11



Embedding Sustainability into Strategy

HSBC decided to systematically integrate sustainability into strategy

= OQur customers: Improve customer = Customers at the = Aim to grow the
satisfaction in eight scale markets centre business in a

sustainable way

= Qur people: Improve employee

engagement = Ambition to create the
_ _ healthiest human = Achieving our
= $100bn sustainable finance target system in our industry ~ operational goals
= ESG: Improve ESG rating to
‘outperformer’

= 30% women in senior leadership
roles by 2020

= 100% of electricity from renewable
sources by 2030

Better financial outcomes

1. Source: HSBC ESG Update — published 8 April. www.hsbc.com/our-approach/esg-information/esg-reporting-and-policies
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Embedding Sustainability into Strategy

How does HSBC think about sustainability?

Environmental Social Governance

Low carbon transition

Our operational
sustainability

US$100bn
sustainable finance target

Our Our Cyber security
customers people
Mental Gend Financial Crime
health enaer Compliance

Improve customer satisfaction ESG rating:

in eight scale markets
Improved employee engagement

‘Outperformer’
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Embedding Sustainability into Strategy

Environmental: Supporting the global transition to the low-carbon

economy

Sustainable Finance

» Target: $100 billion of sustainable
financing and investment to be provided and

Disclosure (‘TCFD’)

Task Force on Climate-related Financial

% of total wholesale
loans and advances
to customers and
banks in 2018

facilitated by 2025 @I Sector
» Progress: $28.5 billion Oil & Gas

< 3.9%
cumulative progress since 2017 E f: Building & Construction < 3.8%
Chemicals <3.9%
Sustainable Operations Automotive <3.4%
Power & Utilities <3.0%
» Target: 100% of our electricity will be C[f_? Metals & Minin < 5 g0
from renewable sources by 2030 ] J £28%
Total < 20.8%
* Progress: 29% signed renewable /]

electricity from power purchase agreements

Ha

Source: HSBC ESG Update — published 8 April. www.hsbc.com/our-approach/esg-information/esg-reporting-and-policies
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Environmental: Supporting the global transition to the low-carbon

economy

TCFD recommendations

= Describe the board’s oversight of climate-related risks and opportunities.

= Describe management’s role in assessing and managing climate-related

Governance risks and opportunities.

= Describe the climate-related risks and opportunities the organization has
identified over the short, medium and long term.

Strategy = Describe the impact of climate-related risks and opportunities on the
organization’s businesses, strategy and financial planning.

= Describe the resilience of the organization’s strategy, taking into consideration
different climate-related scenarios, incl a 2°C or lower scenario.

= Describe the organization’s processes for identifying and assessing climate
related risks.

Risk = Describe the organization’s processes for managing climate-related risks.

Management _ o , , ,
= Describe how processes for identifying, assessing and managing climate

related risks are integrated into the organization’s overall risk management.

= Disclose the metrics used by the organization to assess climate-related risks
and opportunities in line with its strategy and risk management process.

Metrics and = Disclose Scope 1, Scope 2 and, if appropriate, Scope 3 greenhouse gas
Targets (GHG) emissions and the related risks.

= Describe the targets used by the organization to manage climate-related
risks and opportunities and performance against targets.

2017 and 2018
disclosure

v/ Two years of TCFD
disclosures published in
the Annual Report.

v Qualitative disclosure on
Governance, Strategy, and
Risk Management topics.

v Approach to transition risk
published in April 2018
ESG Update

v Quantitative data on
impacted industry sectors
published using a
materiality based
approach

Next steps

v/ Engage with academia,
industry associations and
civil society networks to
support robust scenario
analysis to price transition
and physical risk

v Develop transition metrics
and disclosures

PUBLIC
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Any questions?
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Future webinars and events

Webinars
¢ 21 January 2020, CASS Audits: what you need to know (60 minutes)
¢ 28 January 2020, Ethical use of big data (30 minutes)

¢ 13 February 2020, LIBOR transition: what banks, insurers and investment
managers need to do (60 minutes)

Find more detail on the Financial Services Faculty 2020 schedule can be
found at icaew.com/fsfevents

© ICAEW 2019
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Thank you for attending

Please take the time to fill out our short survey

Contact the Financial Services Faculty
®/ +44 (0)20 7920 8689

fsf@icaew.com

B icaew.com/fsf

ICAEW will not be liable for any reliance you place on the information in this presentation.
You should seek independent advice.
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