Climate Bonds

CREDIBLE TRANSITION FINANCE

The role of transition finance in promoting
resilience and achieving a low-carbon fut
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BENEFITS OF LABELLED BONDS

Conclusions of one year of volatile market and yield increase

Higher average oversubscription
Book cover Higher spread compression

Pricing Better pricing

Green label supported deal placementin volatile

. markets
Reputation

Issuers can rely on a strong appetite from dedicated
investors

GREEN BOND PRICING
IN THE PRIMARY MARKET:
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TRANSITION PROGRAMME

TRANSITION
MARKET

DEVELOPMENT

* The programme is focused
on developing definitions,
identifying the necessary
policy levers for change and
establishing market
credibility for transition
finance. The sector focus
includes hard-to-abate
sectors from energy, heavy
industry, aviation and
agriculture.

CREDIBILE TRANSITION
*To help guide the
market, Climate Bonds

published guidance for a
credible corporate
transition planin 2021,
we see transition plans
as fundamental for
reaching net zero and
expect regulations
mandating these and
establishing minimum
content and disclosure
to increasein the
coming years.

TRANSITION CRITERIA

* The core of the work is the

development of our Climate
Bonds eligibility criteria. To
date, we have published criteria
to certify Cement production,
Basic Chemicals production,

Steel production and Hydrogen

Production.

Work on criteria for the
transition of electricity utility
companies, hydrogen
infrastructure, and mining has
also started, with criteria
scheduled for completion in
2023.

TRANSITION POLICY ADVOCACY

* Climate Bonds works with policy makers
globally to identify risks and opportunities
for transition, supporting central banks and
supervisors to manage climate related
financial risk as well as providing sector-wide
guidance for the transition of steel and fossil
gasin the EU, covering both real economy
and financial policy levers.

* Climate Bonds is also working with policy
makers and investors in Brazil, China and the
EU on transitioning the agri-food systems to
net -zero, and the development of criteria
to guide Commodity Supply Chain, Livestock
and Crop Production has also started and is
scheduled for completion in 2023.

e Transition Finance Microsite

Home Page:
https://www.climatebonds.net/transition-
finance-home



https://www.climatebonds.net/transition-finance-transforming-companies
https://www.climatebonds.net/transition-finance-transforming-companies
https://www.climatebonds.net/transition-finance-transforming-companies
https://www.climatebonds.net/standard/cement
https://www.climatebonds.net/standard/basic-chemicals
https://www.climatebonds.net/standard/Steel
https://www.climatebonds.net/standard/hydrogen-production
https://www.climatebonds.net/standard/hydrogen-production
https://www.climatebonds.net/resources/reports/asean-economies-exposure-climate-transition-risks
https://www.climatebonds.net/resources/reports/identifying-managing-and-disclosing-climate-related-financial-risks-options
https://www.climatebonds.net/resources/reports/identifying-managing-and-disclosing-climate-related-financial-risks-options
https://www.climatebonds.net/resources/reports/green-future-steel
https://www.climatebonds.net/resources/reports/accelerating-fossil-gas-transition-net-zero
https://www.climatebonds.net/resources/reports/accelerating-fossil-gas-transition-net-zero
https://www.climatebonds.net/transition-finance-home
https://www.climatebonds.net/transition-finance-home

WHO NEEDS TO TRANSITION?

T 9

ALL SECTORS OF THE ALL REGIONS
ECONOMY
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The five hallmarks of a credible company transition
AN

Ambition Performance targets

\

@ Foundation and Vision

Action \

@ Implementation Plans

|

@ Internal monitoring - Governance

External reporting - Disclosure

Accountability
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CLIMATE BONDS STANDARD

TECHNICAL WORKING GROUP (TWG) INDUSTRY WORKING GROUP (IWG)

Academia, public
entities, research
institutes and
international policy
bodies worldwide

Industry experts to
m— review the TWG's draft
criteria and provide
advice
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Certification Certification for part of Certification
available the sector only pending 2023

Under our expanded Certification Scheme, e eﬁ.*ﬁa.%;«.::
we can certify: e, ., “,
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EXAMPLE IN STEEL SECTOR

USE OF PROCEEDS ENTITY/SLB

» Decarbonisation measures for e Align with 1.5¢c pathway
existing assets. Ex. Electrification

e New assets: »

BF-BOF / Smelting reduction + CCUS

1.5
Fossil gas-based DRI - EAF + CCUS

Scrap based Electric Arc Furnace (EAF)

Intensity (t CO2/t steel)

Primary steel

emmSccondary steel

0.5
(100%) Hydrogen-based DRI-EAF ¥

2020 2025 2030

Flectrolysis of iron ore steelmaking

2035 2040 2045 2050
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EXAMPLE FOR CEMENT PRODUCTION

THRESHOLDS FOR USE-OF-PROCEEDS AND SLB

Carbon intensity (tonnes CO2 per tonne of cementitious product) ——Company Pathway ——Plant pathway
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EXAMPLE FOR HYDROGEN PRODUCTION
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HYDROGEN CRITERIA

2023 2030 2040 2050

2.5

<31tCO,e/tH,, | 1.5tCO,e/tH, | 0.6tCO,e/tH, | 0tCO,e/tH,

Net-zero

Fossil-based +CCUS (90%
capture rate, 0,45%
upstream methane leaks)

kgCO2e/kgH?2
|_‘l
un

1 Fossil-based + CCUS (95%
capture rate, 0,75%
upstream methane leaks)

Fossil gas pyrolysis (0,7%

0.5 upstream methane leaks)
. Electrolytic hydrogen (62
gCO,e/kWh- aprox 90% Electrolytic hydrogen (31 Electrolytic hydro Electrolytic  hydrogen
0 share from renewables) gCO5e/kWh) (98% zero carbon) (100% zero carbon)
2022 2030 2040 2050
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OVERVI

NEW HARD-TO-ABATE CRITERIA FOR USE-OF-PROCEEDS

Steel Cement Basic chemicals Hydrogen
Mitigation criteria v v v v
Adaptation & resilience v v v v

Use-of proceeds Investments
excludes mining, stainless & high excludes concrete mixing & standalone limestone

Coverage alloy steels quarmying Only basic chemicals Hydrogen production
New Assets v v v v
Mitigation measures/retrofits v v v v

Estimations and assumptions
based on EU taxonomy

3-year pathway check OR meet average pathway

TEEEIREY SPEEhle value for bond tenor at time of certification

Pathway tresholds EU taxonomy

Entity-level investments

Entity-level pathway v v For basic chemicals only For hydrogen only
Scope coverage Scope 1and 2 Scope 1and 2 Scope 1and 2 Scope 1and 2
Scope 3 Selectively” Selectively** Qualitative criteria Upstream scope 3

*Scope 3is not included, however, emissions from all processes within the "fix" boundary (figure 7 in criteria document) need to be consider even if these are not occurring within the facility (e.g. if the producer purchases pellets, instead of producing their own iron, they need to
account for the emissions of making those pellets)

** Some upstream and downstream depending on the supply chain structure. I.e., if you do not produce clinker, but rather you purchase it to make cement, emissions of that clinker (upstream scope 3). Vice versa, if you produce clinker, but sell it to others who produce cement, you
need the emissions of the final blended cement (downstream scope 3).
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THANKYOU

www.climatebonds.net

Cllmate Bonds
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http://www.climatebonds.net/
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