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Sustainabillity

Development which meets the needs of the currargrgéion without
compromising the ability of future generations teantheir own needs.

(UN Definition of Sustainability)




Sustainability at the Forefront — Global Warming

Hadley Centre




Sustainability at the Forefront — Climate Change

Source: WWF




Sustainablility at the Forefront — NGO action




Sustainablilityimperative for Corporates




Role of Financial Sector in Sustainabilit

ENVIRONMENTAL DUE
DILIGENCE

* Develop guidelines and toolkits for high risk
sectors like forestry, plantations, chemicals,
mining, energy.

» Benchmark guidelines with international
standards of UN, Equator Principles, World
Bank/IFC, EU, ISO and Round Tables like RSPO.

 Enforce country specific compliances - PROPER

» Educate customers on higher standards related
to pollution control, climate change, waste
management, and sustainable raw materials usage.

* Monitor client progress on ‘credible path’ to
compliance.

ENGAGEMENT WITH
EXTERNAL STAKEHOLDERS

* There is considerable expertise on issues like
climate change with stakeholders like scientific
institutions, research bodies like IPCC, regulators
academic institutions and NGOs.
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 Banks and financial institutions need to proactivel
engage with external stakeholders to develop an
understanding of complex issues and tailor policies
accordingly.

 Multi stakeholder groups like RSPO or WWF forest
certification program offer practical solutions in
challenging sectors.

« External stakeholders can help in implementation of
best practices.
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INCENTIVIZE SUSTAINABLE
BUSINESS DEVELOPMENT

* The response to climate change, cleaner
technologies, alternative energy and waste
management/recycling will result in business
opportunities for the financial sector.

« Banks/financial institutions can act as the
intermediary between buyers and suppliers.

» Opportunities arising from CDM (Clean Development
Mechanism) and other framework also provide
avenues for sustainable funding.

* There is vast potential to incentivize sustainable
€rs SMEs and this can make a big difference in
encouraging widespread responsible behaviour.

ENVIRONMENT AS A
CSR PILLAR

» Environment compliance will increasingly impact
an institution’s brand and reputation.

« Environmental CSR provides opportunities to
communicate “green” vision and actions to
customers, employees, regulators and the
community as a whole.

* A partnership approach involving employees and
customers can help maximize reach and benefits.

« Financial institutions need to determine their own

“carbon footprint” and demonstrate their own

progress in reducing emissions, energy use,

sustainable sourcing practices and enlightened
loyee behaviour.




Climate change matters...

We believe that climate change represents the large st single
environmental challenge this century and that finan cial

Institutions will play an important role in the shi
energy.

“Climate change confronts us all, making the duty t 0
protect the world’s finite resources one that appli es to
governments, businesses and individuals alike”

(Stephen Green, Group Chairman, HSBC Holdings plc N ovember 2007)
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Why Climate Change matters to Financial Institutions

Climate change is happening and is urgent

Our 125 million customers around the world will be affected by
climate change

We need to support them in managing climate risks
We can finance the shift to low carbon technologies

Climate change can be tackled without damaging econ  omic
prospects

There is a wide range of options for reducing emiss lons




Climate change: The Stern review

“We have the time and knowledge to
act, but only if we act internationally,
strongly and urgently”

(Sir Nicholas Stern)

CO, emissions: reduce by 80% by 2100
Technically and commercially viable solutions exist
Costs of doing so now: 1% of global GDP (USD184bn)

Costs of doing nothing: 5-20% of global GDP by 2050




Sustainability Commitments




DIRECT IMPACT
MANAGEMENT

» Reducing HSBC Group’s direct environmental
impact from building and business travel including
energy, waste, water and carbon dioxide
emissions, and incorporating sustainability into
purchasing decisions.

» Managing the Group’s carbon neutrality policy
and offering guidance on managing, reducing and
neutralizing carbon dioxide emissions.

« Communicate progress in a transparent way to
internal and stakeholders.

ENGAGEMENT WITH
EXTERNAL STAKEHOLDERS

* HSBC Climate Partnership USD 100 M 5 years
partnership with The Climate Group, Earthwatch
Institute, Smithsonian Tropical Research Institute
WWF.

* The largest ever single corporate donation to each
of the charity partners and the largest employee
engagement program (312,000 employees in 82
countries) by any organizations on climate change.

* The partnership aims to help HSBC employees use
their business skills and climate change knowledge
to build a more sustainable future.

and

INDIRECT IMPACT
MANAGEMENT

* Sustainable Risk Management — Developing policies

and standards (including credit guidelines) in rela tion

to the banks sustainability risks with respect to
lending and investment businesses.

» Develop specific policies for high risk areas like
Forest Land and Forest Products, Freshwater
Infrastructure, Chemicals, Energy, Mining and Metal

» Managing adherence to the Equator Principles and
Defense Equipment Policy.

» Sustainable Business Development — Identify
opportunities that have an environmental and/or soc
dimension; identify ‘green’ retail, insurance,
investment and micro finance opportunities.

PHILANTHROPY &
COMMUNITY INVESTMENT

» Environment, Community and Education are three
pillars of HSBC's Corporate Sustainability program.

* There is strong focus on employee engagement
and volunteering in the delivery of these programs.

» The bank seeks to work closely with our wide
customer base in implementing sustainability
initiatives like those on climate change.

 Education initiatives are implemented through
specific programs like Future First.

* Group offices like HSBC Indonesia actively support
and implement all major initiatives.




The 360 Degree Sustainability Approach

Customers o
Scientific
Community(e.g
Smithsonian)

Environmental
Partners (e.g Earth
Watch, Climate
Group)

NGOs (e.g WWF) QY == Philanthropy
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Employees

Sustainability Risk
Managers




HSBC'’s Sector Specific Sustainability Guidelines

Forestry
Fresh Water Infrastructure
Chemicals
Energy
Mining
(Best practices from

International standards and
conventions)




Sustainability Risk Assesment
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Sustainability Risk Assesment

SUSTAINABILITY
TOOLKIT




Sustainability Risk Compliance

Bank Indonesia PROPER - Program for Pollution Control, Evaluation & Rating

RATING DESCRIPTION INCENTIVE/ Bl RATING
DISCENTIVE

Clean tech, waste minimization, pollution
prevention, conservation, etc.

Above standards & good maintenance, house
keeping, sludge management, etc. ) )
Public praise

Effort meets minimum standards

Effort does not meet minimum standards

Public pressure

- - & legal enforcement
No pollution control efforts, serious

environmental damage




Partnership Approach to Sustainability in Indonesia

Multi stake holder approach involving customers, en  vironmental experts, NGOs,
regulatory bodies and associations

Partners in Indonesia include WWF, Tropical Forest  Trust, Tropical Forest Foundation,
SGS, Certisource, ERM, URS Forestry, LEI, Smartwood and others

HSBC is playing an active role in sector specific s  ustainability initiatives like RSPO
ending institutions and help create




Sustainability initiatives Iin Indonesia links to global
HSBC Group commitments

Strong Board level
commitment to sustainability

Sir Nicholas Stern, expert on
climate change appointed as
advisor to the Board

According to Stephen Green,
Group Chairman, climate
change is the key issue facing
humanity in the 21 st century

Sustainability is closely linked
to reputational risk

USD 100 Million global
program over 5 years with
partners like WWF,
Earthwatch, The Climate
Group and Smithsonian
Institution

Commitment to carbon
neutrality and internal energy
saving initiatives




As a first stage, net zero carbon emissions....

HSBC is the world’s first carbon neutral bank

We have 813,000 CO,to manage....

BUY
RENEWABLES




Step 1. Measure
Sources of our CO, emissions

Electricity
69%

Air Travel

14% Road Travel

7%
Other Travel

2%

Gas, Fuel Oll
8%




Step 2: Reduce, Step 3: Buy Renewables
Global Environmental Efficiency Programme

Minimising CO , in Hong Kong
India’s coolest building

Bricket Wood wind and solar trial
Mexico City Head Office

New York’s zero carbon branch




Step 4: Offset
Our 2006 offset portfolio

HSBC purchased 813,000 carbon credits to offset 200 6

emissions

Three projects were chosen:
Hydroelectric Facilities in China
Energy Efficiency in Steel Making, China

Water Treatment in a Starch Manufacturing Facility in
Thailand




Sustainability Challenges in Indonesia have
Escalated




Sustainability Challenges in Indonesia have
Escalated

Deforestation — Riau, Heart of
Borneo, Papua

Endangered species and
habitat issues

Balancing development &
economic growth with
environmental issues — oll
palm, bio fuels, mining, energy

Country has moved from 21 st
rank to 3 " as contributor to
greenhouse emissions — forest
fires, peatland emissions,
future coal fired plants

Vulnerability to climate change
— flooding, changing weather
patterns, droughts




Sustainability Imperatives for the Future

Partnership approach
between stakeholders which
IS constructive

Clarity and consistency in
guidelines (e.g “legality™)

Alignment/Convergence of
local with international
standards (e.g RSPO)

Urgent and wider corporate
engagement and financial
sector support for
progressive companies

Educating Customers to
modify behaviors —
awareness levels and
sustainable product options
remain low

Greater corporate _
involvement in conservation




Crisis = Danger + Opportunity
Sustainablility Is about Opportunity not just Risk




Investment Billions to support adaptation — Opportun ity for Global
Financial Institutions like HSBC

Source: UNFCCC, Investment & Financial Flows, 2007




Indonesia can benefit from a sustainable growth
model

Given its abundant resources
Indonesia will command
attention from resource hungry
economies/corporates

It can command a sustainability
premium if it taps these
resources responsibly

A sustainable growth model
requires a drive for higher
standards, balanced growth,
strong policy & enforcement
mechanisms, increased
transparency and a multi
stakeholder approach

The financial sector has a key
role and responsibility in such a
sustainable growth model




A five year, US$100 million programme to tackle the impacts of climate change on
people, forests, water and cities




Awards and recognition...

Member of the Carbon Disclosure
Leadership Index 2007

Top financial company
In ethical business survey for
2006

HSBC - Winner of the Climate Protection
Award 2007 for exceptional contribution
to global environmental protection

FT ‘Sustainable Bank of the Year’ 2006
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