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Sustainable investment under the definition of SFDR

SFDR defines Sustainable Investment as an investment in economic
activities that contribute to an environmental objective, as measured,
for example, by key resource efficiency indicators on the use of
energy, renewable energy, raw materials, water and land, on the
production of waste, and greenhouse gas emissions, or on its impact
on biodiversity and the circular economy, or an investment in
economic activities that contribute to a social objective, in particular
an investment that contributes to tackling inequality or that fosters
social cohesion, social integration and labour relations, or an
investment in human capital or economically or socially
disadvantaged communities, provided that such investments do not
significantly harm any of those objectives and that the investee
companies follow good governance practices, in particular with
respect to sound management structures, employee relations,
remuneration of staff and tax compliance.

----- O— » Our definition of SFDR Article 8 and 9 products
00—

HSBC Asset Management established investment frameworks for SFDR Article 8 and Article 9
fund classifications. Article 9 funds have sustainable investment as their primary objective
and/or invest wholly in sustainable investments to fulfil their primary investment objective.
We have defined 'wholly" as a minimum of 90% of AUM invested in sustainable investments.
When an issuer is deemed to be sustainable, it can be considered eligible for an Article 9 fund
as long as its economic activities are aligned to the sustainable investment objective of the
fund. The objective can either be focused on advancements in the environmental aspect (with
carbon reduction included), in the social aspect or a combination of the two. The SFDR
regulation does not require Article 8 funds to be wholly invested in Sl nor is there a minimum
% of AUM invested in SI. Therefore, Article 8 funds can have less than 90% of their AUM
invested in Sl.

Source: HSBC Asset Management. Representative overview of the investment process, which may differ by product, client mandate or market
conditions.
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[Iby ) Assessing whether an instrument or issuer is sustainable

Our proprietary investment framework (‘methodology’) determines whether an
instrument/issuer is a sustainable investment under SFDR. The sustainable investment
methodology laid out below was initially modelled based on our Article 9 framework, which
considers types of qualifying criteria considered to be ‘sustainable’ along with thresholds to
provide transparency to our stakeholders. Our proprietary methodology has been developed
and approved in 2022 by our ESG oversight committee, which is chaired by the Global CIO,
and attended by Asset Class ClOs, Head of Risk, Head of Stewardship, Head of Responsible
Investment and Head of Sustainability.

In our methodology, there are multiple ways that an instrument or issuer can be deemed
‘sustainable’, which underpins the assessment of a company’s sutainability characteristics.
We take into consideration the companies’ contribution to sustainability objectives based on
their source of revenue and areas such as their business models, operational activities and
ambitions. In-depth analyses are conducted based on several third-party data sources and
internal extra-financial analysis.

Source: HSBC Asset Management. Representative overview of the investment process, which may differ by product, client mandate or market
conditions.
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To be more precise, our evaluation on whether the investment can contribute to sustainability
objectives considers 6 potential areas as listed below.

Current and projected
sustainable product
and services

e.g. revenues, capex and
opex, leading market
share

4

Sustainable ambition/
practice

Relevant KPIs linked to
Paris Aligned transition
plan with demonstrated
progress towards
achieving significant
contribution towards
regional sustainability
challenges or ambition to
address inequality in
accessibility of services
for underprivileged
communities

2

Sustainable thematic

e.g. metrics specific to a
theme such as Circular
Economy

5

Sustainable Transitioning
Industries

e.g. investments in
transition sectors that meet
our sector specific
guidelines as per our Article
9 Framework

3

Sustainable Business
models

e.g. proprietary
assessment to
quantitatively assess the
alignment of issuer

6

Sustainable Bonds

Green or social use of
proceeds. For bond
instruments, we also
consider the green, social
and sustainability bonds as
sustainable investments
based on the fact that there
is a clear and direct
contribution to
environmental and social
objectives.

Internal sustainability thresholds have been established and companies that meet the criteria

in one of the 6 listed areas can be considered as sustainable.

Source: HSBC Asset Management. Representative overview of the investment process, which may differ by product, client mandate or market

conditions.
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In addition, our investible universe is screened
based on a systematic scoring on net sustainable
product revenue. The net contribution score is
calculated using internal and third-party data based
on the company’s reports under sustainable revenue
frameworks. Data sources include Sustainalytics,
Trucost, FTSE Green Revenue, S&P Trucost EU
Taxonomy, and our proprietary GreenShare and EU
Taxonomy data. Data is refreshed automatically on a
regular basis in internal systems that are available to
all investment teams.

Finally, Do No Significant Harm (DNSH) is
considered by netting out activities according to our
sustainable and standard exclusions. Article 9 funds
may have additional exclusions beyond the DNSH
criteria set out in our SFDR sustainable investment
methodology, such as degrees of controversies.
DNSH is considered alongside good governance,
which is a basic requirement in our fundamental
analysis and investment process.

Where proprietary data and analysis are concerned
when determining sustainability investment, the
ESG Oversight Committee approves the research
framework and the asset class ESG oversight
committees evaluates the quality of the analysis and
approves the use of such input.

For further details, please refer to the table in the
appendix.

Source: HSBC Asset Management. Representative overview of the investment process,
which may differ by product, client mandate or market conditions.
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Appendix 5

Detailing sustainable investment criteria

An issuer or instrument can be deemed ‘sustainable’ if it meets the criteria in one of the following 6 areas:

1. Sustainable Product & Services - Quantifiable financial metrics

+ Net sustainable product & service revenue or net projected in 3-5 years >=30% OR
- Lower threshold (net-positive) may be applied to companies in EM in order to enable the transition towards sustainable activities
¢ (Net) EBIT/EBITDA in sustainable product & services or (net) projected EBIT/EBITDA in 3-5 years >=30% OR
¢ Growth CAPEX related to sustainable development>= 30% for transitioning companies OR
- Growth CAPEX related to sustainable development >= 10% for hard to abate sectors (steel, cement, and those where green
solutions are not yet readily available as of today)
¢ CAPEX % in sustainable product & services exceeding revenue % in product & services OR
¢ Sustainable R&D as % of OPEX >= 5%
¢ [eading market share (top 5) in sustainable product & services globally or in local markets

2. Sustainable Thematic - Expanding thematic expertise

Circular Economy (Note that ‘sustainable thematic’ will not be limited to a single theme/SDG. Metrics are based on specific themes

and aligned to proprietary assessment processes. This example is only for illustration purposes.)

¢ Enabler: >=20% thematic revenue (this is a new and developing trend hence lower threshold to capture most players) OR
>=b5% + leading market share (Top B) ; this is adapted for emerging industries enabling sustainable economy practices in a
growing and/or fragmented industry OR

¢ Trailblazers: score >=30 in sustainable theme guestionnaire

3. Sustainable Business Model - Balanced sustainability assessment

Sustainable Business Model Scorecard
* >=50% of the scorecard achieving highest rating

4. Sustainable Ambitions & Practice - Verified ambition and practice

Where positive SDG contribution is identified but the financial metrics mentioned in the above categories are not satisfied, an issuer
review can be trigged. The verified ambition could be considered as ‘sustainable’ if the issuer has demonstrated progress and
practice towards its ambitions through relevant material KPIs, using standards established by relevant industry bodies. Ambitions
considered:

¢ Has approved SBTi targets or has verified carbon reduction targets OR

¢ Has significant contribution to regional sustainability challenges OR

¢ Has ambition to address inequality in access of services for underprivileged communities

5. Sustainable Transitioning Asset - Sector specific considerations

Criteria are set out for the sectors traditional energy (oil & gas) and power generation to be considered as ‘sustainable’ based on
Towards Sustainability Label (previously know as Febelfin Label).

6. Sustainable Bonds - Specific use of proceeds

Sustainable bonds (includes Green bonds, Social bonds and Sustainability bonds)

Do No Significant Harm Exclusions

For Corporate issuers: For Sustainable Sovereign Issuers:
¢ Banned & controversial weapon score' = 10 or 8 * Social Violation Flags 2 =b

¢ Tobacco production revenue > 0% ¢ Any of the countries on the

¢ Thermal coal extraction revenue > 10% HSBC sanction list

¢ Thermal coal power generation revenue > 10% (2.5% for SFDR Article 9 product)

¢ UNGC = non-compliant

¢ Highest Controversies Flag 2 = Category b (Category 3 for SFDR Article 9 product)

Good governance
is a basic requirement in our fundamental analysis and investment process. Our consideration goes beyond governance or ESG

ratings. The minimum threshold is no high governance controversies for active funds. Tail risk policies are also in place to monitor
governance risks.

1. Data sources include ISS-Ethix
2. Data sources include Sustainalytics
Source: HSBC Asset Management. Representative overview of the investment process, which may differ by product, client mandate or market

conditions. PUBLIC



Important information 6

This document is distributed by HSBC Asset Management and can be distributed to professional and non-professional investors as defined by
MIFID. The information contained herein is subject to change without notice. All non-authorised reproduction or use of this commentary and
analysis will be the responsibility of the user and will be likely to lead to legal proceedings. This document has no contractual value and is not by any
means intended as a solicitation, nor a recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an
offer is not lawful. The commentary and analysis presented in this document reflect the opinion of HSBC Asset Management on the markets,
according to the information available to date. They do not constitute any kind of commitment from HSBC Asset Management. If necessary,
investors can refer to the complaints handling charter available in the banner of our website.

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. The
capital invested in the fund can increase or decrease and is not guaranteed. The performance figures contained in this document relate to past
performance, which should not be seen as an indication of future returns. Future returns will depend, inter alia, on market conditions, fund
manager’s skill, fund risk level and fees. Where overseas investments are held the rate of currency exchange may cause the value of such
investments to go down as well as up. Investments in emerging markets are by their nature higher risk and potentially more volatile than those
inherent in some established markets. Economies in Emerging Markets generally are heavily dependent upon international trade and, accordingly,
have been and may continue to be affected adversely by trade barriers, exchange controls, managed adjustments in relative currency values and
other protectionist measures imposed or negotiated by the countries and territories with which they trade. These economies also have been and
may continue to be affected adversely by economic conditions in the countries and territories in which they trade. Mutual fund investments are
subject to market risks, read all scheme related documents carefully.

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. All
non-authorised reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings. The material contained
in this document is for general information purposes only and does not constitute advice or a recommendation to buy or sell investments. Some of
the statements contained in this document may be considered forward looking statements which provide current expectations or forecasts of future
events. Such forward looking statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results may
differ materially from those described in such forward-looking statements as a result of various factors. We do not undertake any obligation to
update the forward-looking statements contained herein, or to update the reasons why actual results could differ from those projected in the
forward-looking statements. This document has no contractual value and is not by any means intended as a solicitation, nor a recommendation for
the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The views and opinions expressed herein are
those of HSBC Asset Management at the time of preparation, and are subject to change at any time. These views may not necessarily indicate
current portfolios' composition. Individual portfolios managed by HSBC Asset Management primarily reflect individual clients' objectives, risk
preferences, time horizon, and market liquidity. Foreign and emerging markets. Investments in foreign markets involve risks such as currency rate
fluctuations, potential differences in accounting and taxation policies, as well as possible political, economic, and market risks. These risks are
heightened for investments in emerging markets which are also subject to greater illiquidity and volatility than developed foreign markets. This
commentary is for information purposes only. It is a marketing communication and does not constitute investment advice or a recommendation to
any reader of this content to buy or sell investments nor should it be regarded as investment research. It has not been prepared in accordance with
legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of its
dissemination. This document is not contractually binding nor are we required to provide this to you by any legislative provision.

All data from HSBC Asset Management unless otherwise specified. Any third party information has been obtained from sources we believe to be
reliable, but which we have not independently verified.

HSBC Asset Management is the brand name for the asset management business of HSBC Group, which includes the investment activities provided
through our local regulated entities. HSBC Asset Management is a group of companies in many countries and territories throughout the world that

are engaged in investment advisory and fund management activities, which are ultimately owned by HSBC Holdings Plc. (HSBC Group). The above
communication is distributed by the following entities:

* In Finland, Norway, Denmark and Sweden by HSBC Global Asset Management (France), a Portfolio Management Company authorised by
the French regulatory authority AMF (no. GP99026) and through the Stockholm branch of HSBC Global Asset Management (France), regulated
by the Swedish Financial Supervisory Authority (Finansinspektionen);

* In France, Belgium, Netherlands, Luxembourg, Portugal, Greece by HSBC Global Asset Management (France), a Portfolio Management
Company authorised by the French regulatory authority AMF (no. GP99026);

* In Germany by HSBC Global Asset Management (Deutschland) GmbH which is regulated by BaFin (German clients) respective by the Austrian
Financial Market Supervision FMA (Austrian clients);

* In Hong Kong by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the Securities and Futures Commission. This document has
not been reviewed by the Securities and Futures Commission;

* InItaly and Spain by HSBC Global Asset Management (France), a Portfolio Management Company authorised by the French regulatory
authority AMF (no. GP99026) and through the Italian and Spanish branches of HSBC Global Asset Management (France), regulated respectively
by Banca d'ltalia and Commissione Nazionale per le Societa e la Borsa (Consob) in Italy, and the Comision Nacional del Mercado de Valores
(CNMV) in Spain;

+ In Switzerland by HSBC Global Asset Management (Switzerland) AG whose activities are regulated in Switzerland and which activities are,
where applicable, duly authorised by the Swiss Financial Market Supervisory Authority. Intended exclusively towards qualified investors in the
meaning of Art. 10 para 3, 3bis and 3ter of the Federal Collective Investment Schemes Act (CISA);

+ NOT FDIC INSURED ¢ NO BANK GUARANTEE 4 MAY LOSE VALUE

Investment involves risk. Past performance is not indicative of future performance. Please refer to the offering document for further details including the risk
factors. This document has not been reviewed by the Securities and Futures Commission. HSBC Asset Management is the brand name for the asset
management business of HSBC Group. The above communication is distributed in Hong Kong by HSBC Global Asset Management (Hong Kong) Limited.
Copyright © HSBC Global Asset Management (Hong Kong) Limited 2023. All rights reserved. No part of this publication may be reproduced, stored in a retrieval
system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of
HSBC Global Asset Management (Hong Kong) Limited.






