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TRENDS IN SUSTAINBLE FINANCE

Growth on the Demand Side — Investor Interest
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Source: Bloomberg Finance L.P, and IMF staff calculations.
Note: Refers only to ESG-mandated funds, but the universe of funds that use ESG principles IFc
is significantly larger. Creating Markets, Creating Opportunities



TRENDS IN SUSTAINBLE FINANCE

Growth on the Supply Side — Issuance of Financial Products

Green and sustainability debt sales have surged to more than $460 billion in 2019
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TRENDS IN SUSTAINBLE FINANCE

Multiplication of Normative Frameworks

International Capital Market Association (ICMA) Climate Bond Initiative
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Loan Market Association (LMA)

Green Loan Principles Sustainability Linked Loan Principles

European Union (EU)

EU G ; ¥ . European Central Bank makes
' sustainability bonds eligible as collateral
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Top-line
growth

Cost
reductions

Regulatory
and legal
interventions

Productivity
uplift

Investment
and asset
optimization

Strong ESG proposition (examples)

Attract B2B and B2C customers
with more sustainable products

Achieve better access to resources

through stronger community and
government relations

Lower energy consumption
Reduce water intake

Achieve greater strategic freedom

through deregulation

Earn subsidies and government
support

Boost employee motivation

Attract talent through greater
social credibility

Enhance investment returns by
better allocating capital for the
long term (eg, more sustainable
plant and equipment)

Avoid investments that may not
pay off because of longer-term
environmental issues

Source: McKinsey & Company

DISCLOSURE & TRANSPARENCY SUPPORTS SUSTAINABLE FINANCE

Integration of sustainability in financial analysis

Weak ESG proposition (examples)

Lose customers through poor sustainability
practices (eg, human rights, supply chain) or a
perception of unsustainable/unsafe products

Lose access to resources (including from
operational shutdowns) as a result of poor
community and labor relations

Generate unnecessary waste and pay
correspondingly higher waste-disposal costs

Expend more in packaging costs

Suffer restrictions on advertising
and point of sale

Incur fines, penalties, and
enforcement actions

Deal with “social stigma,” which restricts
talent pool

Lose talent as a result of weak purpose

Suffer stranded assets as a result of
premature write-downs

Fall behind competitors that have invested
to be less “energy hungry”



DISCLOSURE & TRANSPARENCY SUPPORTS SUSTAINABLE FINANCE

Increasing use of sustainable finance frameworks

U Framework for issuance of all sustainable finance instruments

O Outline the entity’s strategic goals and targets on key sustainability issues
O Link to integrated report for:

= Source of strategy and target info
= Update on performance on those targets

FIVE-YEAR SUSTAINABILITY STRATEGY OVERVIEW

We strive to build sustainability into everything we do
Alphabet / VRS

Accelerate carbon-free and circular Empower with technology Benefit people and places
Decouple business growth Google products, tools, and Share benefits with communities
from growth of carbon platforms inform or where we operate
intensity and material use enable sustainability

We have set ambitious public targets to support these efforts, including:
verizon\/ e Be carbon neutral in our operations (Scope 1and 2 emissions) by 2035.
e Source or generate renewable energy equivalent to 50% of our total annual electricity consumption by 2025.

e By 2022, Verizon's networks and connected solutions will save more than double the amount of global
6 emissions that our operations create.



FROM ESG PERFORMANCE TO SUSTAINABLE FINANCE

Sustainability-Linked Bond Principles

Selection of Key Performance
Indicators (KPIs)

The KPIs chosen should be
relevant, material, follow a
consistent methodology and
able to be benchmarked

Reporting

Transparently report on
the KPI performance on an
annual basis

Calibration of Sustainability
Performance Targets (SPTs)

SPTs should be ambitious
using benchmarks and should
consistent with the issuer's
sustainability strategy

Bond characteristics

Disclose how the bond financial
and/or structural characteristics
are adjusted depending on the
SPTs being met or not met

Verification

Issuer’s should seek
independent and external
verification of the SPTs
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IFC FRAMEWORK FOR TRANSPARENCY AND DISCLOSURE

Enabling Sustainable Finance

Framework built on three pillars of strategy, governance and performance
provides a ready-made framework for sustainable finance

As contemplated in emerging models for
sustainable finance, the framework guides
companies to:

» Set strategic goals and targets on material
sustainability issue

* Incorporate sustainability issues in corporate
governance oversight and controls

« account and report on performance
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IFC FRAMEWORK FOR TRANSPARENCY AND DISCLOSURE

Enabling Sustainable Finance

Governance Structure

* Integrate E&S in corporate
culture and commitment

¢ Governance structure to
manage E&S issues

¢ Control environment for E&S
issues (risk management,
compliance, reporting)

Identify Material E&S Issues

* Assess impact of core E&S
issues based on the IFC
Performance Standards and

other frameworks Stakeholder Engagement

¢ |dentify key stakeholders and

* Identify industry- or context-
oversee engagement process

specific E&S issues based
on industry or location
(e.g., climate change,

product footprint)
Performance Report

¢ Management discussion and
analysis of performance on key
E&S opportunities and risks,

Create an E&S Strategy

* Develop/modify strategy and
risk management based on

material issues (entity-specific including KPIs
E&S issues) . -

» Develop key performance SUStalnablllty Statements
indicators (KPIs) * Performance measures (or

metrics) for key E&S issues,
including core issues, industry-
or context-specific issues and
entity-specific issues



