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Key takeaways

& The official Pre-COP was held in the last weekend of September, bringing together
climate and energy ministers, representatives from the UN Framework Convention
on Climate Change, as well as members of the civil society. l

€ The forum focused on unresolved issues from the previous COP in 2019, including ‘
carbon trading negotiations and climate financing targets. These topics have ’
amounted to growing pressure for resolution and more ambitious targets to be
met by governments across the globe. M '

€ A key to raising climate ambition will depend on financing. Investors are
encouraged to take advantage of sustainable technologies with focus on
decarbonisation, particularly for the carbon-heavy energy sector.
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Ahead of the UN Climate Change Conference
(COP26), an official preparatory meeting known
as “Pre-COP”, was held in Milan, Italy from

What' has
happened
recently?

Sept 30t to Oct 2nd. The forum brought
together climate and energy ministers from fifty
economies, representatives from the UN
Framework Convention on Climate Change, as
well as those from civil society (including non-
governmental organisations)’.

Pre-COP Milan was the last formal ministerial
meeting before COP26, held under the UK's
presidency and in collaboration with Italy. Its
purpose is to strengthen the Nationally
Determined Contributions (NDCs), or the climate
action plans by the parties who ratified the Paris
Agreement. The treaty’s core target is to prevent
global temperature rise from exceeding 2°C
(ideally 1.5°C) by century’s end.

Whilst the UN had set Jul 318t as the original
deadline for NDC submission, only 113 parties
have delivered new commitments (out of the
191 who initially ratified the Agreement). The
remaining 78 economies account for half of the
world’s emissions, including Mainland China,
India, Turkey and Saudi Arabia.

Figure 1: Number of national zero pledges and share of global CO, emissions covered
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Other themes discussed at Pre-COP Milan were:

* Increase ambition for emission reductions
to stay within the 1.5°C reach

* Increase ambition and enable climate
financing and support for developing
countries

* Improve approaches to avoid, minimise and
address loss and damage caused by
climatic extremes

» Set a global adaptation goal to reduce

vulnerability and build resilience through
planning and implementation of actions

* Advance the technical aspects for
economies to transparently report on
climate actions and the support needed or
received

» Advance the rules on how economies can
cooperate to achieve their emission
reduction targets

1. UKcop26.org
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Whatare,the'calls
for government

pledges from Pre-
COP'and around the
world?

Economies such as Mainland China, France, the
UK, Germany and Chile have pledged to not
build new coal-fired power plants. They have
also called on other governments to join the
action of "relegating coal to past history” as an
objective of COP26. Meanwhile, Costa Rica and
Denmark are also behind a diplomatic initiative
to phase out oil and gas.

In other steps forward, the US announced that it
would double its climate financing funds by
2024 to USD11.4bn per year to help developing
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Pre-COP Milan focused on unresolved issues
left from COP25 in 2019, including
negotiations on carbon trading and climate
financing targets for less developed countries.
These topics have amounted to growing
pressure (inclusive of investors) for resolution
and more ambitious targets to be met by
governments across the globe.

countries. South Africa has submitted new
NDCs with much more ambitious targets.
Turkey, who had signed the Paris Agreement in
2016, promised to ratify and have the country
enter force within one month from Pre-COP.

Yet despite some progress, many economies
have yet to present climate plans aimed at
complying with the commitments made in Paris
in 2015. This will remain a focus at COP26 in
Glasgow.

Global investors have also placed pressure on
governments, in particular to rapidly implement
five actions that can enable investment towards
the climate crisis. The 2021 Global Investor
Statement to Governments on the Climate Crisis,
signed by 500+ investors representing over
USD46trn in assets, was established in
September and called for governments to:

1. Strengthen NDCs before COP26, to align
with Paris Agreement goals and a planned
transition to net-zero by 2050 or sooner

2. Commit to a mid-century, net-zero emissions
target and outline decarbonisation roadmaps
for carbon-intensive sectors

3. Implement domestic policies to deliver

2. UN Environment Program Finance Initiative

climate targets and incentivise private
investment into zero-emissions solutions

4. Ensure that COVID-19 recovery plans
support net-zero transition and enhance
resilience, including investing in zero-
emission energy and transport infrastructure

5. Commit to implementing mandatory climate
risk disclosure requirements aligned with the
Task Force on Climate-related Financial
Disclosures recommendations

This collective call supports the conviction that
strong policies, in line with limiting global
warming to no more than 1.5-degrees Celsius,
can accelerate and scale up funding towards the
net-zero transition.
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A key to raising climate ambition in mitigation
and adaptation will depend on financing.
Developed countries have previously pledged
to support developing countries (to mobilise
USD100bn annually by 2020), though the
objective remains unmet.

Where can
iInvestors focus to

help deliver
sustainable
change?

Whilst large-scale climate financing will require
time to negotiate, investors are encouraged to
explore sustainable technologies with focus on
decarbonisation, particularly for the carbon-
heavy energy sector.

For investors, full implementation of the Paris
Agreement can create significant opportunities
in clean technologies, green infrastructure and
other solutions needed for a net-zero future.
Investors are encouraged to support sustainable
activities that generate jobs and economic
growth, transition away from carbon-intensive
activities and increase resilience.

Ceasing deforestation and increasing
reforestation

Accelerating the phase out of coal and coal-
fired plants

Electrification of transport (including road and
heavy transport)

Accelerating decarbonisation in buildings and
Energy is responsible for three-quarters of global heavy industrials
emissions today and holds the key to averting

the effects of climate change. According to the

Improving energy and resource efficiency

Energy Transitions Commission, whilst COP26
can be the catalyst to accelerate climate
policies, technological advances on
decarbonisation should meanwhile focus on3:

Rapid reductions in methane emissions (40%
of global emissions)

Glossary

As the world anticipates outcomes from COP26,
winning the climate race no doubt requires
immediate, decisive, collective action from
policymakers, industry players, financial
institutions and civil society organisations.

COP26: the 2021 United Nations Climate Change Conference, also known as the 26t

Conference of the Parties to the UN Framew
Glasgow, Scotland from Oct 215t to Nov 12t

ork Convention on Climate Change held in

Environmental, Social and Governance (ESG) score: a numerical evaluation designed to

measure a company's relative performance,

commitment and effectiveness across the E, S and

G pillars based on publicly-reported data®; scoring criteria and methodology can differ within

the industry

Pre-COP Milan: the official preparatory meeting held in Milan, Italy from Sept 30t to Oct 2nd

bringing together climate and energy ministers, UN representations and those from civil society

UN Sustainable Development Goals (SDGs): the 17 SDGs were adopted by all UN Member
States to end poverty and other deprivations, improve health and education, reduce inequality,
generate economic growth — while tackling climate change by 2030

3. Energy Transitions Commission
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Important Information:

This document has been issued by The Hongkong and Shanghai Banking Corporation
Limited and HSBC Savings Bank (Philippines), Inc. (“the Bank”) in the conduct of its
regulated business in the Philippines with information provided by The Hongkong and
Shanghai Banking Corporation Limited, 1 Queen's Road Central, Hong Kong. It must not be
distributed to the United States, Canada, or Australia or to any other jurisdiction where its
distribution is unlawful. 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 a
nd may lead to legal proceedings.

The information contained in this document is general market information. As such, it
has no contractual value and should not be taken as an offer, the solicitation of an offer, a
recommendation, or advise for the purchase or sale of any investment, product or service.

We do not have any obligation to issue any further publications to you or update the
contents of this document. Contents are subject to changes at any time without notice. We
make no guarantee, representation or warranty and accept no responsibility for the timeliness
of receipt, accuracy, and/or completeness of the information contained in this document.

Investment involves a variety of risks and investors may not get back the amount
originally invested. Hence, information contained in this document such as past
performance, forecasts, projections, simulations, and other forward-looking statements
should not be relied upon as an indication of future performance or results. If you are
considering making an investment, please conduct your own due diligence.

Copyright © The Hongkong and Shanghai Banking Corporation Limited and HSBC Savings
Bank (Philippines), Inc.
2021. 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.
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