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Did you know?
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Talks are in progress for a universal climate agreement to be signed in Paris in December 2015

The Green Bond market is growing very rapidly. As of today, Green Bond issuance has reached over
USD33bn, treble the USD11bn issued during the whole of 2013

The Intergovernmental Panel on Climate Change (IPCC) estimate that over 2010-2012 some
USD343-385bn flowed towards low-carbon activities. Around 95% of this was for reducing emissions
(mitigation).

Implementing smart climate policies could result in GDP growth. For example, the World Bank
estimates that the annual benefits of such policies in just six regions (Brazil, China, EU, India, Mexico,
US) would result in GDP growth in 2030 equivalent to USD1.8-2.6 trillion.

The sources of pollution and climate change are similar, so tackling climate change through policy
and innovation could bring other co-benefits such as reduced health costs.


http://www.google.ae/url?url=http://www.clipartbest.com/tick-gif&rct=j&frm=1&q=&esrc=s&sa=U&ei=JRZWVMiJI8zsaMWLgNgM&ved=0CDAQ9QEwDjgU&usg=AFQjCNFg3chmYH6oypROiuChzZXc2W5OQA
http://www.google.ae/url?url=http://www.clipartbest.com/tick-gif&rct=j&frm=1&q=&esrc=s&sa=U&ei=JRZWVMiJI8zsaMWLgNgM&ved=0CDAQ9QEwDjgU&usg=AFQjCNFg3chmYH6oypROiuChzZXc2W5OQA
http://www.google.ae/url?url=http://www.clipartbest.com/tick-gif&rct=j&frm=1&q=&esrc=s&sa=U&ei=JRZWVMiJI8zsaMWLgNgM&ved=0CDAQ9QEwDjgU&usg=AFQjCNFg3chmYH6oypROiuChzZXc2W5OQA
http://www.google.ae/url?url=http://www.clipartbest.com/tick-gif&rct=j&frm=1&q=&esrc=s&sa=U&ei=JRZWVMiJI8zsaMWLgNgM&ved=0CDAQ9QEwDjgU&usg=AFQjCNFg3chmYH6oypROiuChzZXc2W5OQA
http://www.google.ae/url?url=http://www.clipartbest.com/tick-gif&rct=j&frm=1&q=&esrc=s&sa=U&ei=JRZWVMiJI8zsaMWLgNgM&ved=0CDAQ9QEwDjgU&usg=AFQjCNFg3chmYH6oypROiuChzZXc2W5OQA

What is a Green Bond?




What is a Green Bond?

HSBC <>

The Green Bond Principles ("GBP”)

The Green Bond
principles were
published in January
2014

HSBC was an early
member and was
involved in the active
dialogue and feedback
period ahead of the
publication of the GBP

Initial executive
committee of the Green
Bond Principles run by

ICMA: In May 2014,

HSBC was also

appointed a member of
the initial executive
committee of the Green
Bond Principles run by
ICMA, which is made
up of 18 organisations
across investors,
issuers and banks

Use of Proceeds

—  Currently, the extent of disclosure varies greatly among issuers

— Allissuers should state eligible green categories in the Use of Proceeds section of the prospectus
Process for Project Evaluation and Selection

— Issuers are encouraged to establish a formal review process to select green projects

—  Such processes can be made public and/or reviewed by a third party
Management of Proceeds

—  The recommendations are ring-fencing, increased disclosure and the appointment of an auditor to improve
the transparency and integrity of the process

Reporting
— Annual, if not semi-annual reporting is encouraged

They assume four key types of Green Bonds:

— Green Use of Proceeds Bond: Senior debt, where proceeds allocated to specific sub-portfolio awaiting
disbursement to Green projects

— Green Project Bond: For single/multiple Green project(s) where investor has direct exposure to risk or
project

— Green Securitised Bond: Structure collateralized by one or more specific projects (eg. Covered Bond and
ABS)

— Green Use of Proceeds Revenue Bond
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Currently, the extent of e The cornerstone of a Green Bond is the utilization of the proceeds of the bond

disclosure varies greatly

. e For a Green Use of Proceeds Bond or a Green Use of Proceeds Revenue Bond, the issuer should declare the
among issuers

eligible Green Project categories (including types of investments made indirectly through financial

_ intermediaries) in the Use of Proceeds section of the legal documentation for the security
All issuers should state

eligible green categories e The GBP recognize several broad categories of potential eligible Green Projects for the Use of Proceeds
in the Use of Proceeds
section of the
prospectus

including but not limited to :

Renewable Energy
Energy Efficiency
Sustainable Waste Management

Biodiversity Conservation

Clean Transportation
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Clean Water and / or Drinking Water

*Source: HSBC Research, Green Bond Principles
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Use of Proceeds

The Green Bond Family*
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Green Bonds

Low Carbon Energy

Management

Energy Efficiency &

: Carbon
Gl Capture
Fuel
ST Switching
Other Waste to
Energy

*Source: HSBC Research, Green Bond Principles
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Ongoing periodic
reporting and
traceability of funds
are integral to
successful Green
Bond issuance

These two elements
are vital for fostering
investor interest and
for building a market
with integrity and
consistency

Periodic reporting is aimed at achieving transparency towards investors and the market on an ongoing and

consistent basis

If the issuer plans to be a repeat issuer in the Green Bond market, ongoing reporting is essential

To ensure transparency, the issuer should report to investors through an investor letter

— A dedicated website of webpages can also be developed into an important information distribution

tool

The investor letter/website should include:

— Alist of projects financed
— Detalil on selected projects

— Asummary of the issuer’s Green progress

e Transparency allows investor to understand what they are lending to and thus diversify their risk
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Key Examples

* An independent research centre associated with the University of Oslo established by royal decree in 1990
°C|CE RO » Conducts research on and provides information and expert advice about national and international issues related to climate change and
Glimate and Envionmental climate policy
e » Have certified IFC’s and IBRD’s Green bonds

» Since its foundation as of 12 of September in 2013, the firm has taken position as one of the top three certification bodies in the world.
+ Certified Unilever's GBP250m 2% due 2018 Green Bond

DNV-GL

» Vigeo rating is the leading expert in Europe in responsible performance. It measures the performances and risks of companies in 6 fields of
social responsibility
H e@ » The Sustainable Country Rating database comprises the ESG scores and benchmarks of over 170 sovereign countries, based on the
i’ I ; analysis of more than 130 ESG risk and performance indicators in three domains:
at . .
e - Environmental protection
- Social protection and solidarity
- Rule of law and governance
7 * Provides a certification scheme for “Climate” bonds, which acts as a screening tool for investors and governments to support investment
/’ (B:gnm;te * The implementation of the Climate Bond Standard and Certification Scheme is coordinated through the work of dedicated groups overseen
Certified by a board representing investors and environmental NGOs

+ Certification requires a third party verification by DNV-Kema, KPMG or Bureau Veritas and will cost approximately €15,000 - €40,000

+ Ekom Research is a leading rating agency worldwide in the field of sustainable investment
ekomriesearch - Analyses companies and countries with regard to their environmental and social performance
» The cost for a rating ranges between €20,000 and €40,000 and require 3 to 6 weeks

» A leader in sustainability research and analysis, for global investors and financial institutions
SUSTAINALYTICS * Research is used by investors to integrate environmental, social and governance factors into their investment processes
» Have certified EIB’s “Climate Awareness Bonds” and Lloyds “ESG Bond”

« MSCI ESG Research provides in-depth research, ratings and analysis of the environmental, social and governance-related business
practices

+ Ratings and data from MSCI ESG Research are also used in the construction of the MSCI ESG indices

MSCI

Indices

The MSCI ESG Research team consists of more than 150 ESG specialists worldwide, including more than 90 dedicated ESG analysts and
researchers
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Overview of the Green Bond Market




I Types of Issuers in the Green Bond Market
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Clients marked in red denote HSBC-Lead Managed trades

*Source: Dealogic, Bloomberg, Euroweek, IFR, HSBC Research

The data presented above is to the best of our knowledge and may not be fully
representative of the SRI market
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Sukuk next?...
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I Green Bond Overview

Green Bond Issuance By Currency (USDm Equiv)
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« Significant volume growth in past 2 yrs
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I Green Bond Investor Mapping and Classification

Many issuers have made
reference to a number of
external sources to assess
the “Greenness” of
investors

For example, the
Institutional Investors
Group on Climate Change
(IIGCC) provides investors
with a collaborative
platform to encourage
public policies, investment
practices, and corporate
behaviour that address
long-term risks and
opportunities associated
with climate change

The UN Principles for
Responsible Investment
(PRI), has agoal to
understand the implications
of sustainability for
investors and support
signatories to incorporate
these issues into their
investment decision making
and ownership practices

HSBC <>

Types of investor

i. Dedicated SRI Buyers
— Investors who have a specific, dedicated mandate/portfolio for buying Green bonds
—  Tickets size is generally small
— These investors provide a pure diversification element for the issuer

— Avrise from the ESG Equity side and are dedicated green bond buyers

ii. Committed Investors
— Recent large/frequent buyers of SRI/Green bonds qualifying as “committed investors”
—  These accounts have sustainable policies around their general investment portfolio

— These are the majority of the buyers and typically the drivers behind transactions

iii. Opportunistic Buyers
—  Other “committed investors”, however less regular/smaller in size in comparison to the “priority” investors
—  They buy the bonds and like to be seen as Green Bond buyers, however they do not have a specific SRI

internal strategy/fund

13



Considerations for Green Bond issuance HSBC <»

How do we grow the Socially Responsible Investment (SRI ) market?

SRI Bond Market Appeal

Growing focus and issuance volumes

* Building on the issuer’s profile in the Green Bond market
* Increasing sustainable investments
* Fostering investor diversification

Driving Investments Growing Issuance

Transparency is key Using existing EMTN programme

* Use of proceeds should be associated with clear

and quantifiable environmental and/or social
benefits.

*  These will ideally be flagged in advance, however
there have been examples where use of proceeds

have been flagged retrospectively

*  Green project criteria are set out in the framework
* Obtaining external certification/second opinions is

strongly recommended
* Transparency is maintained through regular
reporting (e.g. investor letters)

Issued under the same documentation as regular
bonds

Bond terms and format are the same as for
conventional bonds

Pricing comparable to conventional bonds

Builds on an the issuer’s existing investor base by
introducing new investors who have dedicated
Green portfolios
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New Issues September / October 2014 HSBC <»

New issuances in September/October 2014 (> EUR 250 Mio.; ex Taps/PPs)

Maturity HSBC-led

Issuer Sector - Description -

Pricing date Currency Amount

Environmental Bond - NIB Environmental Bond

NIB SSA 23.09.2014 USD 500m 30.09.2021 Global (NEB) - inaugrial Green Bond issue
AFD SSA 10.09.2014  EUR 1bn 17.09.2024 Eurobond gé'gr‘]it; Bond —first Climate Bond of a french <r
st EIB SSA 18.09.2014  EUR 750m 13.11.2026 Eurobond Climate Awareness Bond
MIT SSA 22.09.2014  USD 370m 01.07.2038 US Inland Green Bond for the realsiation of ecological
sustainable projects
MinchenerHyp Muenchener Hypo Financials 17.09.2014 EUR 300m 24.09.2019 Pfandbrief ESG labeled — first Pfandbrief
ABENGOA Abengoa Corporates 2509 2014 EUR 265m 01.10.2019 144A/IRegS Green Bond - First European high yield Green ‘X}
UsD 300m Bond
I( F\V KfwW SSA 07.10.2014 USD 1500m 15.10.2019 Global Green Bond
(m
wDB) By SSA 30.09.2014 EUR 250m 06.10.2017 Euro MTN Green Bond
< = Province of Ontario SSA 02.10.2014  CAD 500m 09.10.2018 Global Green Bond >
Tvenament
"' Bank EIB SSA 08.10.2014 UsD 1bn 15.10.2024 Global Green Bond
=
@ME— BNG SSA 06.10.2014 EUR 500m 14.10.2019 Euro MTN Green Bond
Stockland Corporates 23.10.2014 EUR 300m 03.11.2021 Euro MTN Green Bond ‘x}
& s NRW.BANK SSA 28.10.2014 EUR 500m XX.XX.2018 Euro MTN Green Bond )€

Source: Dealogic, Bloomberg
The data presented above is to the best of our knowledge and may not be fully representative of the SRI market
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Why should MENA Issuers consider Green
Bonds?




Green Bonds: Promoting Ethical and Corporate Image

Why is this attractive?

Funding activities can
reinforce the Issuers
corporate strategy
and ethics, as well as
brand image

The growing
awareness of
environmental issues
and the associated
business impact have
incentivised issuers
to take a greater
responsibility to
support a sustainable
environment

Issuers are forming
environmental
policies which are
implemented in their
strategies and in the
way they build their
brands externally as
well as internally

The treasury function is normally
disconnected from an issuer’s
environmental policies

— These are normally handled and
communicated by senior
management

For example, a regular bond issue is
often exclusively driven by financing
needs and rarely involves departments
other than the treasury and corporate
communications

However, the issuance of a Green Bond
allows treasury to play an important role
in an issuer’s environmental strategy
and also invites a wider range business
functions to take part in the issue
process

This, in turn, allows more business
areas to share the benefits of the
publicity of the Green Bond issuance
and adds to the understanding of the
company’s efforts to support the
environment

Green bond issue
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Why Issue in the Green Bond Market?
Benefits to Issuers

Raising Issuer Profile

Highlights Sustainability Credentials

* Image: Perfect way to show your
commitment to the sustainable economy

* Products: Helps grow sustainable lending
business by providing opportunities to cross-
market with clients in green/sustainability
sectors

« Trailblazing: Early mover advantage

Complementary Funding Tool

Using existing EMTN programme

* Investor diversification

* Issued under the same documentation as
regular bonds

* Bond terms and format are the same as for
vanilla bonds

* Pricing comparable to regular bonds

« Simple reporting requirements

HSBC <»

/ Socially Responsible Market Appeal
Growing focus and issuance volumes
* Investor loyalty

» Building on and/or raising profile in the
Socially Responsible Investment (SRI)
market

* Introducing brand new investors and/or
investments from existing investors’ specific
SRI portfolios

/ Capture a Growing Trend
SRI Issuance is Booming

* SRIlissuance in 2014 YTD has tripled the
size of supply in 2013.

* Issuers are tapping into latent demand from
SRI investors for fixed income assets
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SRI Bond Issuance HSBC <»

Key Considerations and Characteristics

Key considerations for issuing a SRI bond: SRI bond execution/characteristics

uestion ernative nswer
Questi Alternati A
1.a. New - General SRI fund Documentation EMTN programme
project or Renewable energy
existing project Energy efficiency
Step 1: How do ? Specific Water management
you pllan Ty | theme or Poverty reduction
the proceeds of general SRI Possibility to give a precise list of projects you are e p—
the bond 2 fund? planning on investing in Use of . For maximum impact in terms of publicity and investors, formal accreditation and a
SOE specific use of proceeds are recommended
1.b. Proceeds

Step 2: Do you
plan to ring-fence
the proceeds of
the bond? It is not
an absolute

requirement but it

SOVERGEESIEREN «ing-fenced” instruments and treated separately, for instance as a
investor concerns sub-portfolio (e.g. IFC) or a special fund (e.g. EBRD) Same as in vanilla bond market
The issuer can opt for better transparency regarding

3a the projects invested in by communicating via, for
Transparency examp_le: | tor lett
about the use _ ggﬁfse?éniesers Maturity Same as in vanilla bond market
ol s - Online updates

Step 3: Enhanced | VR p > .

ST EEER / - Corporate Social Responsibility reports

transparency to - et

the market ? Various Social and Environmental certification Pricing Precedent transactions have priced in line with vanilla bonds
3b institutions exist, they can provide an evaluation on :

Communication
on investment
evaluation
processes?

No specific methodology, “best efforts” basis
Explicit description of the criteria used when
deciding to invest in a project

2.a. “Best
efforts” only

The use of proceeds section is included in the final
terms and is on a “best efforts” basis, otherwise the
remainder of the bond documentation is on the
whole unchanged

2.b. Funds are

The proceeds are distinct from other debt

Certification by
an SRI
specialised
rating agency

- Specific SRI bond issue
- The issuer as an entity

For example, Cicero, DVI, Vigeo and Oekom
Research are involved in SRI evaluation and
certification

Ring Fencing

Marketing

Investors

Ring fencing helps with “Green” story however may be unattractive

Physical marketing or investor call recommended to present the rationale of the
bond issue contemplated and obtain best possible publicity

Growing investor base with increasing dedicated SRI / green portfolios
supplemented by opportunistic traditional investors
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Disclaimer HSBC <»

By accepting this document, the recipient agrees to be bound by the following obligations and limitations.
This document has been prepared by HSBC bank plc, including, where relevant, its group undertakings and affiliates) (‘HSBC”).

This document is for the exclusive use of the person to whom it is provided by HSBC. The recipient agrees to keep confidential at all times this document and information contained in it or made available by
HSBC in connection with it. It should be read in its entirety and shall not be photocopied, reproduced, distributed or disclosed in whole or in part to any other person without the prior written consent of
HSBC, nor should any other person act on it. This document is proprietary to HSBC and the recipient agrees on request to return or, if requested, to destroy this document and all other materials
received from HSBC relating to the information contained herein.
The information in this document is derived from sources that have not been independently verified by HSBC. Except in the case of fraudulent misrepresentation, no responsibility or liability is accepted by
HSBC or by any of its officers, employees, affiliates or agents in relation to the accuracy, completeness or sufficiency of any information contained herein or any other written or oral information made
available by HSBC in connection therewith or any data which any such information generates, or for any loss whatsoever arising from or in connection with the use of, or reliance on, this document
and any such liability is expressly disclaimed. HSBC gives no undertaking and is under no obligation to provide the recipient with access to any additional information or to update this document or to
correct any inaccuracies in it which may become apparent, and it reserves the right, without giving reasons, at any time and in any respect to amend or terminate the proposal(s) described herein.
HSBC is not responsible for providing the recipient with legal, tax or other specialist advice and the recipient should make its own arrangements accordingly. The recipient is solely responsible for
making its own independent appraisal of and investigation into the products, investments and transactions referred to in this document and should not rely on the information in this document as
constituting investment advice.

In particular, but without limitations, no representation or warranty, express or implied is given as to the achievement or reasonableness of and no reliance should be placed on, any projections, estimates,
forecasts, targets, prospects, returns or other forward-looking statements contained herein. Any such projections, estimates, forecasts, targets, prospects, returns or other forward-looking statements
are not a reliable indicator of future performance. Nothing in this document should be relied upon as a promise or representation as to the future.

The issue of this document shall not be regarded as creating any form of advisory or other relationship, and HSBC may only be regarded as acting on behalf of the recipient as financial adviser or otherwise
following the execution of an engagement letter on mutually satisfactory terms.

This document is for information purposes only and does not constitute or form any part of (i) any invitation or inducement to engage in investment activity, or (iij) any offer, solicitation or invitation by HSBC or
any of its officers, employees or agents for the sale or purchase of any securities or other investments described herein.

This document is directed only at, and made only to Professional Clients or Eligible Counterparties within the meaning of the Markets in Financial Instruments Directive 2004/39/EC (“MiFID”) (together, the
“Relevant Clients*) and is not intended for distribution to, or use by Retail Clients. Any person who is not a Relevant Client should not act or rely on this document or any of its contents. This document
also is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution would be contrary to law or regulation.

The foregoing does not exclude or restrict any obligation that HSBC may have under the rules of the FCA, or any liability that it may incur under the FCA Rules or the Financial Services and Markets Act 2000
(or any amendment thereof) for breach of any such obligation.

Unless the securities described in this document (i) are to be admitted to trading on a market that is a regulated market for the purposes of Directive 2004/39/EC, or (ii) are to be offered to the public in a
Member State (other than pursuant to one or more of the exemptions set out in Article 3.2 of Directive 2003/71/EC (as amended) (the "Prospectus Directive")), HSBC Bank plc is not required to
publish a prospectus in accordance with the Prospectus Directive and the Issuer may elect not to publish a prospectus which complies with the Prospectus Directive and Prospectus Directive
Regulation (EC/809/2004) (as amended). In the event that HSBC Bank plc has either elected to prepare a prospectus in accordance with the Prospectus Directive or is required to publish a
prospectus in accordance with the Prospectus Directive, a copy of the prospectus can be found at www.hsbc.com (please follow links to ‘Investor relations’, ‘Fixed income securities’ and ‘Issuance
programmes’).

HSBC Bank plc
is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority
Registered in England No. 14259
Registered Office: 8 Canada Square, London, E14 5HQ, United Kingdom
Member HSBC Group
DISCIPISSUER20110921
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