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Learning About ESG is an educational series that connects
environmental, social and governance topics with investing.

Join us each issue to see how global developments can have
implications for investors. The better we understand ESG, the
bigger the role it can play in our everyday lives — and investment
portfolios — contributing to a better world.

Key takeaways

¢ With our current lifestyles dependent on electronic devices and equipment,
e-waste has become a huge waste stream growing at a far faster rate than the r
global economy. B

€ This has important long-term sustainability implications, including impacts to
climate change and demand for key materials that have contributed to recent _
inflation pressures. \\\

& Opportunity lies in the emerging shift to a circular economy, where a more
efficient approach to electronic goods can deliver much improved sustainability
and business success.




What Is
happening?

Learning about ESG p

The global economy currently
follows a linear path in which we
continuously consume natural
resources to produce, use and
dispose of goods. We consume 80%
more resources than the planet can
regenerate. This is clearly
unsustainable. A shift to a circular
economy (Figure 1) is required.

Figure 1 - Shift underway in the global economic model
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E-waste, or electronic goods that have
ceased to be of value to their users, is a 50-
million-ton! waste stream growing at
double the rate of the global economy?.
This is primarily due to the proliferation of
electronic devices in our daily lives and
rapid innovation cycles which leave

older devices defunct. Beyond the
negatives from filling expanding landfills,
the wasted resources contribute to climate
change along with elevated demand for
many metals and minerals whose costs
have risen substantially in recent years.

Despite the majority of the global
population being covered by e-waste
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recycling regulation, only around one-fifth
of e-waste is recycleds. These rates are low
for a number of reasons, including:

= Consumers are often unwilling to part
with personal electronics, mostly for
understandable data privacy concerns,
so ‘hoard’ devices at home.

= Recycling is expensive given that as new
devices are frequently developed,
recyclers must invest in new machinery
to process them. Often, the cost of this
work is not offset by the gain from the
materials recovered.

1. Baldé, C., Forti, V., Gray, V., Kuehr, R. and Stegmann, P. (2020). The Global E-waste Monitor 2020.
2 & 3. World Economic Forum — A New Circular Vision for Electronics (2019)
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Most of the positive trends involve ways

\Nh e re Ca ﬂ of extending product life. For instance,

some technology hardware companies
C h a n g e are shifting business models to be more

service based, either through software

sales and upgrades instead of new

CO m e fro m ? devices, or through subscription services

which enable hardware products to be
re-used. Motivation lies in the
opportunity to grow revenues and
profitability through recurring income as
opposed to one-off sales.

It is easy for old electronic devices to be risks to human health from the toxic fumes
either kept at home, dumped in landfill, or generated by burning the devices. There is
even sent to the poorest parts of the world also local environmental damage, as toxins
for informal disassembly. This informal leak from devices into water bodies.

recycling creates many issues, including

Scale and environmental impact of e-waste
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Source: HSBC Asset Management research and UN Global E-waste monitor data as of 2017.

Most efforts to reduce e-waste have devices being made, used and disposed of
focused on trying to better process it. in a short time frame. This is particularly
Whilst these schemes have had success in problematic for smaller devices, whose
some regions, more needs to be done to carbon emissions are concentrated in the
target the resource inefficiency problem of production stages.

Split of C02 emissions over lifecycle of consumer electronic products
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Source: HSBC Asset Management research, from consumer electronics company annual reports 2020-2021. Reflects best practice disclosures in tech
hardware sector.



Where may
opportunities
for investors
present
themselves/

Extending the product lifecycle and reusing
materials lies at the heart of the transition to
a circular economy. Emerging industries
aligned with the shift to circular electronics
include specialist reuse and resale platforms,
which enable consumers to monetise old
devices and/or buy second-hand ones.
These platforms have invested heavily in
product inspection, data privacy, and quality
classification, removing barriers to
consumers releasing old tech, and buying
second-hand instead of new.

An overwhelming four-fifths of those who
have purchased pre-owned, repaired, or
renewed products plan to continue to do
so' A consequence of a shift in preferences
towards reselling and second-hand buying is
greater consumer attention to design
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There is a need for high quality
recycling, whereby devices genuinely at
the end of their usable lives are
deconstructed safely and efficiently. We
see Interesting developments in mass

scale robotic recycling where individual
components of devices are salvaged for
reuse. This eliminates the need for
devices to be deconstructed, at great
energy cost, into base raw materials for
full reworking into new parts.

quality, as even when buying new, the
consumers know they are likely to sell again
one day. A focus on durability and the larger
customer journey can create opportunities
for electronics producers, along with the
enablers such as reuse and resale platforms.

The benefits extend beyond opportunities to
grow sales and improve the bottom line. In
addition to clear improvement in
environmental outcomes, circularity brings
direct social benefits. For instance, resale
platforms with a global remit can sell
devices into lower income countries, thus
widening access to high quality technology
hardware globally. For investors, prioritising
companies’ environmental and societal
Impact can ensure exposure to leaders of
tomorrow’s economy.

4. IBM Institute for Business Value, 2020. Research Insights Report — Meet the 2020 consumers driving change

Glossary

ESG: a set of Environmental, Social and Governance criteria that
investors can apply to analyse and identify material risks and growth

opportunities in investments.

Linear economy: a traditional model where raw materials are
mined and transformed into products that consumers use until

discarding them as waste.

Circular economy: a closed loop model based on the reuse and
regeneration of materials or products. It reduces material use,

Oliver Wilcock
. HSBC Asset Management
ESG Stewardship Analyst

Travis Tucker

HSBC Asset Management
Research & Insights
Senior Manager

redesigns materials/products/services to be less resource intensive,
and recaptures ‘waste’ as a resource to manufacture new items.

Carbon emissions: are emissions stemming from the burning of
fossil fuels during any kind of manufacturing processes.
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Disclaimer

This document is prepared by The Hongkong and Shanghai Banking
Corporation Limited ("HBAP’), 1 Queen’s Road Central, Hong Kong. HBAP is
incorporated in Hong Kong and is part of the HSBC Group. This document is
distributed and/or made available by HSBC Bank Canada (including one or
more of its subsidiaries HSBC Investment Funds (Canada) Inc. (“HIFC”), HSBC
Private Investment Counsel (Canada) Inc. (“HPIC”) and HSBC InvestDirect
division of HSBC Securities (Canada) Inc. (“HIDC")), HSBC Bank (China)
Company Limited, HSBC Continental Europe, HBAP, HSBC Bank (Singapore)
Limited, HSBC Bank Middle East Limited (UAE), HSBC UK Bank Plc, HSBC
Bank Malaysia Berhad (127776-V)/HSBC Amanah Malaysia Berhad (807705-X),
HSBC Bank (Taiwan) Limited, HSBC Bank plc, Jersey Branch, HSBC Bank plc,
Guernsey Branch, HSBC Bank plc in the Isle of Man, HSBC Continental Europe,
Greece, The Hongkong and Shanghai Banking Corporation Limited, India
(HSBC India), HSBC Bank (Vietnam) Limited, PT Bank HSBC Indonesia (HBID),
HSBC Bank (Uruguay) S.A. (HSBC Uruguay is authorised and oversought by
Banco Central del Uruguay), HBAP Sri Lanka Branch, The Hongkong and
Shanghai Banking Corporation Limited — Philippine Branch and HSBC Savings
Bank (Philippines), Inc., and HSBC FinTech Services (Shanghai) Company
Limited (collectively, the “Distributors”) to their respective clients. This
document is for general circulation and information purposes only.

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. This
document must not be distributed in any jurisdiction where its distribution is
unlawful. 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 investment research or 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. HBAP and the Distributors 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 are based on the
HSBC Global Investment Committee at the time of preparation, and are subject
to change at any time. These views may not necessarily indicate HSBC Asset
Management's current portfolios’ composition. Individual portfolios managed
by HSBC Asset Management primarily reflect individual clients’ objectives, risk
preferences, time horizon, and market liquidity.

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. Past
performance contained in this document is not a reliable indicator of future
performance whilst any forecasts, projections and simulations contained herein
should not be relied upon as an indication of future results. 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 with which they trade. These
economies also have been and may continue to be affected adversely by
economic conditions in the countries in which they trade. Investments are
subject to market risks, read all investment related documents carefully.

This document provides a high level overview of the recent economic
environment and has been prepared for information purposes only. The views
presented are those of HBAP and are based on HBAP's global views and may
not necessarily align with the distributors’ local views. 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. It is not intended to provide and should not be relied on for
accounting, legal or tax advice. Before you make any investment decision, you
may wish to consult a financial adviser. In the event that you choose not to
seek advice from a financial adviser, you should carefully consider whether the
investment product is suitable for you. You are advised to obtain appropriate
professional advice where necessary.

We accept no responsibility for the accuracy and/or completeness of any third
party information obtained from sources we believe to be reliable but which
have not been independently verified.

Important Information about HSBC Global Asset Management (Canada) Limited
(“AMCA")

HSBC Asset Management is a group of companies, including AMCA, that are
engaged in investment advisory and fund management activities, which are

ultimately owned by HSBC Holdings plc. AMCA is a wholly owned subsidiary
of, but separate entity from, HSBC Bank Canada.

Important Information about HSBC Investment Funds (Canada) Inc. (“HIFC")

HIFC is the principal distributor of the HSBC Mutual Funds and offers the HSBC
Mutual Funds and/or the HSBC Pooled Funds through the HSBC World
Selection® Portfolio service. HIFC is a subsidiary of AMCA, and indirect
subsidiary of HSBC Bank Canada, and provides its products and services in all
provinces of Canada except Prince Edward Island. Mutual fund investments are
subject to risks. Please read the Fund Facts before investing.

®World Selection is a registered trademark of HSBC Group Management
Services Limited.

Important Information about HSBC Private Investment Counsel (Canada) Inc.
("HPIC")

HPIC is a direct subsidiary of HSBC Bank Canada and provides services in all
provinces of Canada except Prince Edward Island. The Private Investment
Counsel service is a discretionary portfolio management service offered by
HPIC. Under this discretionary service, assets of participating clients will be
invested by HPIC or its delegated portfolio manager, AMCA, in securities,
including but not limited to, stocks, bonds, mutual funds, pooled funds and
derivatives. The value of an investment in or purchased as part of the Private
Investment Counsel service may change frequently and past performance may
not be repeated.

Important Information about HSBC InvestDirect (“HIDC")

HIDC is a division of HSBC Securities (Canada) Inc., a direct subsidiary of, but
separate entity from, HSBC Bank Canada. HIDC is an order execution only
service. HIDC will not conduct suitability assessments of client account
holdings or of the orders submitted by clients or from anyone authorized to
trade on the client’s behalf. Clients have the sole responsibility for their
investment decisions and securities transactions.

The following statement is only applicable to HSBC Bank (Taiwan) Limited with
regard to how the publication is distributed to its customers: HSBC Bank
(Taiwan) Limited (“the Bank”) shall fulfill the fiduciary duty act as a reasonable
person once in exercising offering/conducting ordinary care in offering trust
services/ business. However, the Bank disclaims any guarantee on the
management or operation performance of the trust business.

THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY
REGULATORY AUTHORITY IN HONG KONG OR ANY OTHER JURISDICTION.

YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO THE
INVESTMENT AND THIS DOCUMENT. IF YOU ARE IN DOUBT ABOUT ANY OF
THE CONTENTS OF THIS DOCUMENT, YOU SHOULD OBTAIN INDEPENDENT
PROFESSIONAL ADVICE.

© Copyright 2023. The Hongkong and Shanghai Banking Corporation Limited,
ALL RIGHTS RESERVED.

No part of this document 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
The Hongkong and Shanghai Banking Corporation Limited.

Important information on sustainable investing

“Sustainable investments” include investment approaches or instruments
which consider environmental, social, governance and/or other sustainability
factors (collectively, “sustainability”) to varying degrees. Certain instruments we
include within this category may be in the process of changing to deliver
sustainability outcomes.

There is no guarantee that sustainable investments will produce returns similar
to those which don’t consider these factors. Sustainable investments may
diverge from traditional market benchmarks.

In addition, there is no standard definition of, or measurement criteria for
sustainable investments, or the impact of sustainable investments
(“sustainability impact”). Sustainable investment and sustainability impact
measurement criteria are (a) highly subjective and (b) may vary significantly
across and within sectors.

HSBC may rely on measurement criteria devised and/or reported by third party
providers or issuers. HSBC does not always conduct its own specific due
diligence in relation to measurement criteria. There is no guarantee: (a) that the
nature of the sustainability impact or measurement criteria of an investment will
be aligned with any particular investor’s sustainability goals; or (b) that the
stated level or target level of sustainability impact will be achieved.

Sustainable investing is an evolving area and new regulations may come into
effect which may affect how an investment is categorised or labelled. An
investment which is considered to fulfil sustainable criteria today may not meet
those criteria at some point in the future.
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