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MARKET OVERVIEW

Sustainable Finance Market Overview

. According to Bloomberg New Energy Finance,
sustainable debt issuance year to date as at Nov 30
2021 has surpassed US$1.5 trillion.

. Green bonds were the most popular format,
comprising 39.3% of total issuance, followed by
sustainability linked loans comprising 24.3%.

. With the exception of green loans, all formats have
exceeded their total 2020 annual issuance.

Global Sus_tainable Debt Annual Issuance

Source: BNEF S Debt Tool ( ber 30, 2021)
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SELECTED RECENT DEALS

KiwiRail closes the world’s first Green Shipping Loan to

be certified by the Climate Bond Initiative

e KiwiRail’s NZ$350m green loan will be used to finance
the acquisition of two new Interisland ferries.

e In order to achieve certification against Climate Bonds
standards, KiwiRail had to demonstrate a clear path for
fuel and propulsion systems to achieve zero carbon
emissions by 2050.

e NAB acted as a Lender, Arranger & Hedge
Counterparty.

Coles refinancing includes Sustainability Linked Loans

e Coles Group Limited has refinanced its bilateral debt
facilities with 4-year sustainability linked loans (SLLs)
with a total of A$1.3bn.

Loan margins are linked to the reduction of Scope 1 and
Scope 2 CO2e emissions, total waste diverted from
landfill, and the increase of women in leadership roles.
NAB acted as Lender.

Summerset completes New Zealand’s largest SLL to date
and a first in the NZ retirement village sector

Summerset Group Holdings has incorporated a
~NZ$700m multicurrency SLL as part of a loan facility
refinance.

Pricing of the loan is linked to the reduction of
construction waste to landfill, reduction in emissions
intensity, and continued delivery of additional Memory
Care Beds and Dementia Friendly Accreditation.

NAB and BNZ acted as Lenders.

Auckland Council issues retail Green Bond

The Auckland Council has raised NZ$300m through a
retail green bond, marking over NZ$1bn in funds raised
through the Council’s Sustainable Finance Framework.
Proceeds from the bond will go towards eligible sectors
for investment.

BNZ acted as Joint Lead Manager.

ICBC issues carbon neutrality-themed Green Bond

Industrial and Commercial Bank of China Ltd (ICBC) has
raised US$3.23bn equivalent from a multi-currency
carbon neutrality-themed green bond via five branches
of the bank.

Proceeds from the bond will go towards eligible green
projects under ICBC’s Green Bond Framework.

NAB acted as Joint Global Coordinator, Joint Lead
Manager and Joint Bookrunner.

The UK’s Green Gilt becomes the largest inaugural
sovereign issuance

The UK has raised £10bn from the sale of its first green
gilt maturing in July 2033.

The green gilt is the largest-ever sovereign issuance and
set a new record for the largest order book. The record
was previously held by Italy’s €8.5bn green bond issued
earlier in the year.

Proceeds from the bond will be used to finance eligible
expenditures set out in the Government’s Green
Financing Framework that was published earlier in the
year.

The UK Government plans to align the Framework with
the developing classification of environmentally
sustainable economic activities, with the first set of
screening criteria planned to be legislated no later than 1
January 2023.
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Sustainable Finance Update

QTC prints largest A$ Green Bond to date

The Queensland Treasury Corporation (QTC) has issued
a AS3bn March 2032 green bond.

Net proceeds from the bond will be allocated against
eligible projects and assets that have an environmental
benefit, outlined in QTC’s Green Bond Framework.

Woolworths issues Sustainability Linked Bonds

Woolworths Group has issued its inaugural £550m 7-
year sustainability linked bond (SLB). The bond’s margin
is linked to a reduction in scope 1 and 2 emissions,
tested at the end of FY26. The reduction target is in line
with the Group’s 2030 carbon emissions reduction goal.
This is followed by a dual-tranche A$700m SLB.
Similarly, margins on the notes are linked to scope 1
and 2 emissions reduction targets with test dates for the
6-year and 10-year notes at the end of FY25 and FY29
respectively.

Charter Hall finalises Australia’s first CBI certified Green
Development Loan

Charter Hall Group’s A$202m five-year green
development loan will support the construction of a
commercial office development at 480 Swan Street in
Richmond, Victoria.

The building, which will become Australia Post’s
Melbourne headquarters, will target a 6-star Green Star
rating and a 5-star NABERS Energy rating, and plan for a
carbon-neutral construction.

This is the first Green Loan drawn under Charter Hall’s
Green Financing Framework.

GWOF prices inaugural Green Bond

GPT Wholesale Office Fund (GWOF) has priced its first
AS$250m 10-year CBI certified green bond, issued under
GPT Group’s Sustainable Debt Framework.

Proceeds from the bond will be used to refinance
existing GWOF assets that meet CBI’s Low Carbon
Buildings Criteria.

Christchurch City issues Sustainability Bond

Christchurch City has issued NZ$150m 5-year
sustainability bond.

In accordance with the Christchurch City Sustainable
Finance Framework, proceeds from the bond will be
used to refinance existing debt relating to the fibre
network in greater Christchurch.

Estia completes refinancing with a SLL

Australian aged care provider, Estia Health Group, has
obtained a A$330m syndicated Sustainability Linked
Loan to refinance existing facilities.

The loan’s margin is linked to the reduction of
greenhouse emissions, improved resident engagement
and satisfaction, support for employee well-being and
improved environmental performance aligned to the
NABERS Star Ratings for residential aged care.

APPF Commercial prints SLB

Lendlease managed Australian Prime Property Fund
Commercial (APPF Commercial) has printed its $250m

10-year SLB.

Genesis Energy launches Sustainable Finance Programme

Genesis Energy has designated an existing bond as a
green bond and incorporated a NZ$100m sustainability
linked loan.

e Interest rate on the loan is linked to reductions across
all scopes of emissions, renewable energy generation
and a future of work programme, in line with their
Framework.

Pamu signs Sustainability Linked Loan

e Pamu, also known as Landcorp Farming Limited, is a
New Zealand state-owned farming business and has
signed a NZ$85m 3-year SLL.

e  Pricing on the loan is linked to a 1.5-degree Science-
Based emissions reduction target, on-farm sustainability
performance and improving employee wellbeing.

Contact Energy readies for Green Bond offer

e Contact Energy Limited has registered a product
disclosure statement for a green bond offering of up to
NzZ$200m.

e  Proceeds from the Offer will be used to finance and
refinance renewable generation and other eligible
green assets under Contact Energy’s Green Borrowing
Program Framework.

ADB issues its first Blue Bonds

e The Asian Development Bank (ADB) has issued its first
dual-tranche blue bonds — A$208m 15-year and NZ$217m
10-year.

e The bonds were issued under ADB’s expanded Green and
Blue Bond Framework and will finance ocean-related
projects in Asia and the Pacific.

e ADB'’s expanded Green and Blue Bond Framework has
received an SPO from CICERO Shades of Green to confirm
alignment with the ICMA Green Bond Principles.

BOC issues world first Sustainability Re-Linked Bond

e The Bank of China has issued the world’s first US$300m
3-year sustainability re-linked bond (SRLB).

e Coupon on the bond will be re-linked to underlying SLLs
with net proceeds earmarked towards a portfolio of
eligible SLLs in accordance with BOC’s guidelines.

Global Diversified Infrastructure Fund executes a cash

advance facility with a green tranche

e  Global Diversified Infrastructure Fund, managed by First
Sentier Investors, has signed a A$750m cash advance
facility (CAF) which includes a Climate Bonds certified
green tranche.

e Proceeds from the green tranche will go towards
eligible projects under the fund’s Green Financing
Framework, including renewable energy, energy
efficiency, waste management, etc.

e NAB acted as Joint Lead Arranger.

Spark New Zealand executes debut SLL

e Spark New Zealand has completed refinancing of three
existing loans through sustainability-linked revolving
credit facilities totalling NZ$425m.

e The sustainability targets are based on emissions
reduction, suppliers establishing science-based
emissions reduction targets as well as diversity and
inclusion.

Brighte completes a second Green ABS transaction

e Brighte Capital has completed its second Climate Bonds
certified Green ABS transaction, with A$185m of notes
issued, comprising Australian unsecured green and non-
green consumer-loan receivables.
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e The pool of assets consisted predominantly of solar
receivables.
e NAB acted as Sole Arranger and Lead Manager.

Treasury Corporation of Victoria issues a Sustainability

Bond

e  Treasury Corporation of Victoria (TCV) has issued
AS$2.5bn sustainability bond under its Sustainability
Bond Framework.

e This is the second green issuance for TCV, having first
come to market in 2016 with a A$300m five-year Green
Bond, the first Green Bond in the Australia/Asia Pacific
region Government sector.

e NAB acted as Joint Lead Manager.

Optus issues a SLB

e  Optus has issued a A$300m 7-year sustainability linked
bond, becoming the first telco in the Asia-Pacific region
to issue a SLB.

e  Optus has committed to reducing its absolute
greenhouse gas emissions by 25% (scope 1 and 2 in
tCO2e) by 2025, compared to a 2015 baseline.

e The SLB has been issued under the parent company,
Singtel Group’s Sustainability-Linked Bond Framework.

INVESTOR & MARKET NEWS

Australian Government announces plan to pursue net

zero emissions by 2050

e The Australian Prime Minister has announced its goal to
pursue net zero emissions by 2050.

e The plan relies on existing and emerging ‘low emissions
technologies’ with plans to invest over AUD20bn in the
next decade. This is expected to get the country 85% of
the way to net zero.

e The plan also prioritises ‘clean hydrogen’ and ‘ultra-low-
cost solar’.

NSW Government sets more ambitious target to deliver

50% emissions cut by 2030

e The NSW Government has raised the bar from its
previous target of 35% to 50% emissions reduction
below 2005 levels by 2030.

e The State has published its Net Zero Plan Stage 1: 2020-
2030 which outlines the State’s climate action and how
the Government plans to grow the economy and create
jobs during this period.

APRA finalises prudential guidance on managing the

financial risks of climate change

e APRA has published Prudential Practice Guide CPG 229
Climate Change Financial Risks (CPG 229). The guide is
designed to assist APRA-regulated entities to manage
climate-related risks and opportunities within existing
risk management and governance process.

e The guide imposes no new regulatory requirements or
obligations.

COP26 closes with several key outcomes for the global
economy including:

e The Glasgow Financial Alliance for Net Zero (GFANZ)
announced, representing over US$130 trillion of financial

assets committed to accelerating the decarbonisation of
the economy.

e 100 central banks have signed the NGFS Glasgow
Declaration, including a continued commitment to
advance supervisory practices.

e Article 6 of the Paris Climate Agreement adopted by
almost 200 nations and to provide pathway for global
carbon markets.

GRI revises its Universal Standards

e The Global Reporting Initiative (GRI) has set a new global
benchmark with a major revision to its Universal
Standards. The revised standards will be in effect for
reporting from 1 January 2023 with early adoption
encouraged.

e The revision is supposed to position organisations with
GRI aligned reporting to respond to emerging regulatory
disclosure needs, such as the EU Corporate Sustainability
Reporting Directive and the IFRS plans for enterprise
value standards.

SBTi publishes Net-Zero Standard Framework for

Corporates and Financial Institutions

e The Science Based Targets Initiative (SBTi) has published
the world’s first frameworks for corporate and financial
institutions net-zero target setting that are in line with
climate science.

e The Frameworks are consistent with limiting global
temperature rise to 1.5°C.

ICMA updates the EU sustainability disclosure regime

e The International Capital Market Association (ICMA) has
published a summary of various sustainability and ESG
related disclosure requirements from the new and
amended EU legislation.

e The paper aims to provide a comprehensive and practical
overview for all participants in the European capital
markets.

CME Group launches sustainable derivatives clearing

service

e Financial derivatives exchange operator, CME Group, has
launched the ‘first-ever’ sustainable derivatives clearing
service and accompanying sustainability guidelines.

e Sustainable derivatives include products such as carbon
offsets, battery metals and bioenergy as well as interest
rate and foreign exchange futures hedging activity that is
carried out to support a sustainable business.

Moody’s ESG claim that a materiality lens is key to SPOs

e Moody’s ESG has enhanced its methodology for Second
Party Opinions (SPOs) to explicitly quantify the scope of
selected Key Performance Indicators (KPls) in addressing
an entity’s core sustainability and busines strategy and
addressing relevant sector ESG challenges.

ECB publishes results from its economy-wide climate

stress test

e The European Central Bank (ECB) has tested the impact
of climate change under three climate policy scenarios
on more than four million firms worldwide and 1,600
euro area banks.
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e The results highlight the benefit for firms and banks from
adopting green policies early on to foster the transition
to a zero-carbon economy.

BlackRock, on behalf of the European Commission,

releases report on Banks’ ESG integration

e Lenders need to speed up integrating ESG criteria into
their risk management and business strategies according
to the report released by BlackRock, on behalf of the
European Commission.

e EU banks need to improve their definitions of ESG, and a
lack of data as well as common standards remain key
challenges. The report also found that collaboration
across all stakeholders will be required, including
sufficient supervisory guidance and engagement, and
cross-bank collaboration.

Litigation by and against the private sector over climate

change targets

e Energy companies, TC Energy, RWE, Uniper, Rockhopper,
and Ascent are suing governments through investor-
state dispute settlements (ISDS) for taking climate action
that could harm profits.

e Conversely, German climate activists have filed lawsuits
against BMW, Volkswagen and Daimler for refusing to
tighten carbon emissions targets and exacerbating
climate change.

The Port of Newcastle Green Hydrogen Hub

e The Port of Newcastle has announced a partnership with
Macquarie Group’s Green investment Group and the
Commonwealth Government’s Australian Renewable
Energy Agency (ARENA) to support the development of a
hydrogen economy in the Hunter Region.

e The Green Hydrogen Hub will start with a 40MW
electrolyser in its first phase with plans to reach a
capacity of at least 1GW.

The IFRS Foundation has announced a new International
Sustainability Standards Board

e The International Sustainability Standards Board (ISSB) is
intended to meet the increasing demand for high quality,
transparent, reliable and comparable reporting by

companies on climate and other environmental, social
and governance matters.

e ISSB will deliver a comprehensive global baseline of
sustainability-related disclosure standards to inform
investors and other capital market participants.

Deutsche Bank to increase sustainable business activities

and link to compensation

e Deutsche Bank has announced annual growth targets for
sustainable business activities to reach over EUR20bn by
2025.

e The bank has also announced plans to tie management
compensation to sustainability criteria from 2021.

Rio Tinto steps up decarbonisation activity

e Rio Tinto has unveiled its new target to reduce Scope 1
and 2 carbon emissions by 50% from a 2018 baseline by
2050.

e As part of its longer-term business, the company also
announced a ~AUD$7.5bn direct capital expenditure to
decarbonise its assets, along with other initiatives.

NSW Circular: COP26 opportunity

e NSW Circular is a NSW government-funded body with
environmental, economic and social goals embedded
into its work.

e (Circular economy concepts will be at the forefront of
Australia’s transition to net-zero by 2050 as 45% of
emission reductions is embedded in the way products
and foods are produced, managed and disposed.

Potential expansion of scope of Directors’ Duties

e Abillis being debated in New Zealand Parliament which,
if enacted, would amend the Companies Act to say that
directors may consider things such as governance
factors, social outcomes and environmental issues in
determining the best interest of the company, rather
than the financial bottom-line.

e The introduction of the bill to Parliament follows a paper
by the Institute of Directors and MinterEllisonRuddWatts
which looked at the evolving corporate governance
landscape in relation to stakeholders.
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information which has been obtained from sources internal and external to NABL. Any opinions herein are based upon
sources believed to be reliable and no guarantees, representations or warranties are made as to its accuracy, completeness
or suitability for any purpose. These opinions are subject to change without notice.

This is not independent investment research and is not produced by the NAB research desk. Whilst NAB is not subject to any
legal prohibition on dealing ahead of the dissemination of this report, NAB takes reasonable steps to identify and manage
conflicts of interest which may arise in the production of this report. NAB maintains an information barrier between the
NAB’s Debt Markets origination business and markets sales and the public side of the NAB’s business.

Part of the compensation of the author may be tied to transactions in financial services offered by NAB and/or trading fees
including fees, margins or other revenue received from transactions connected with a recommendation or view included in
the information. The author also receives compensation based upon, among other factors, the overall profitability of the
Corporate Finance Division of NAB.

This publication has been prepared for NAB clients who are wholesale clients and professional investors. It is for information
purposes only. It is not for publication in the press or elsewhere. No part of this document may be distributed, published or
reproduced without the prior permission of the NAB.

Any statements as to past performance are not representations as to future performance. All statements as to future matters
are not guaranteed to be accurate. This publication does not purport to contain all matters relevant to any particular
investment or financial instrument. Recipients should independently verify and check the accuracy, completeness, reliability
and suitability of the information herein. Recipients should make their own assessment and obtain independent and specific
advice from appropriate professionals or experts relevant to their circumstances.

This is not an offer or solicitation of securities or financial products. The NAB does not intend to create legal relations on the
basis of the information contained herein.

So far as the law and applicable rules and regulations allow, NAB disclaims any warranty or representation as to the accuracy,
reliability completeness or currency of the information and statements in this document. NAB shall not be liable for any
errors, omissions, defects or misrepresentations in the Information or for any loss or damage suffered by persons who use or
rely on such Information (including by reason of negligence, negligent misstatement or otherwise). If any law prohibits the
exclusion of such liability, the NAB limits its liability to the re-supply of the information, provided that such limitation is
permitted by law and is fair and reasonable.

The NAB may have proprietary positions in the products described in this document. The NAB, its affiliates and employees
may hold a position, deal or act as a price maker in the financial instruments of any issuer discussed within this document or
act as an underwriter, placement agent, adviser or lender to such issuer. The NAB and/or its affiliates may hold or transact
derivative instruments, including options, warrants or rights with securities, or may act as a market maker in the securities
and other financial products discussed herein and may sell such securities or financial products to or buy from customers on
a principal basis.

The opinions in this document accurately reflects the personal views of the author about the securities, issuers and other
subject matters discussed, and are based upon sources which the author reasonably believed to be reliable and accurate. The
views of the author do not necessarily reflect the views of the NAB Group.

United Kingdom: This document is intended for Investment Professionals (as such term is defined in The Financial Services
and Markets Act 2000 (Financial Promotion) Order 2001) and should not be passed to any other person to whom it may not
lawfully be directed. Issued in the UK by National Australia Bank Limited, 52 Lime Street, London EC3M7AF, registered in
England BR1924. In the UK, NAB is authorised by the Prudential Regulation Authority and is subject to regulation by the
Financial Conduct Authority and limited regulation by the Prudential Regulation Authority.

To the extent the information constitutes an Investment Recommendation (as defined in Regulation (EU) No 596/2014 of the
European Parliament and of the Council as it forms part of UK law by virtue of the European Union (Withdrawal) Act 2018 (as
amended), known as the UK Market Abuse Regulation), the relevant competent authority is the UK Financial Conduct
Authority.

USA: If this document is distributed in the United States, such distribution is by nabSecurities, LLC. This document is not
intended as an offer or solicitation for the purchase or sale of any securities, financial instrument or product or to provide
financial services. It is not the intention of nabSecurities to create legal relations on the basis of information provided herein.
Futures options and derivatives products are not suitable for all investors and trading in these instruments involves
substantial risk of loss.

Hong Kong: In Hong Kong this document is for distribution only to "professional investors" within the meaning of Schedule
1 to the Securities and Futures Ordinance (Cap. 571, Laws of Hong Kong) ("SFO") and any rules made thereunder and may
not be redistributed in whole or in part in Hong Kong to any person. Issued by National Australia Bank Limited incorporated
in Australia with limited liability, a licensed bank under the Banking Ordinance (Cap. 155, Laws of Hong Kong) and a
registered institution under the SFO (central entity number: AAO169).

Japan: In Japan this document is for distribution only to “Qualified Institutional Investors” (as defined under Financial
Instruments and Exchange Act) only. This material is provided for information purpose only and may be amended,
superseded or replaced in its entirety by subsequent material. Although the information contained herein has been compiled
or arrived at from sources believed to be reliable, no representation is made as to its accuracy or completeness. Neither
National Australia Bank Limited (“NAB”) nor any of its affiliates shall be held responsible for any misunderstanding arising
from this material. You may not copy, reproduce, distribute or incorporate into the other document all or any part of this
material without our written consent.

Singapore: This document is distributed in Singapore to institutional investors (as defined under the Financial Advisers
Regulations) only. If this document is distributed in Singapore, it is made available to you in Singapore by NAB, Singapore
branch, through general information circulation only and does not take into account of your specific investment objectives,
financial situation or particular needs. If you choose not to seek advice from a financial adviser, you should consider whether
the product in question is suitable. Recipients of this material in Singapore should contact NAB, Singapore branch at 12
Marina View, #20-02 Asia Square Tower 2, Singapore 018961, Tel (65) 6419 6875 for any matter arising from, or in connection
with, this material. The contents of the Materials have not been reviewed by any regulatory authority in Singapore. If you are
in any doubt about any of the contents of the Materials, you should obtain independent advice.

New Zealand: This publication has been provided for general information only. Although every effort has been made to
ensure this publication is accurate the contents should not be relied upon or used as a basis for entering into any products
described in this publication. To the extent that any information or recommendations in this publication constitute financial
advice, they do not take into account any person’s particular financial situation or goals. Bank of New Zealand strongly
recommends readers seek independent legal/financial advice prior to acting in relation to any of the matters discussed in this
publication. Neither Bank of New Zealand nor any person involved in this publication accepts any liability for any loss or
damage whatsoever may directly or indirectly result from any advice, opinion, information, representation or omission,
whether negligent or otherwise, contained in this publication. National Australia Bank Limited is not a registered bank in
New Zealand.

Other Jurisdictions: The distribution of this document may be restricted by law in certain jurisdictions and persons into
whose possession this document or other information referred to in it comes should inform themselves about and observe
any such restrictions. Any failure to comply with these restrictions may constitute a violation of the securities laws of any
such jurisdiction. Neither this document nor the information contained in this document is for publication, distribution or
release, in whole or in part, directly or indirectly.

If you would like to subscribe to the NAB Sustainable Finance Update, please send an email with “Subscribe” in the subject
line to: NAB.SustainableFinance.CIB@nab.com.au
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