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WWEF research on regional bank loan portfolios

Agriculture,
quarrying,
mining as a
proportion

Agriculture,
hunting, forestry
& fishery as a
proportion of

Primary
agriculture as
a proportion
of total loans

Agriculture,
wood and wood
products as
a proportion

Agriculture
asa
proportion
of loans

of bank credit (2013) and advances total loans and of loans and
(z014) portfolio (2014) advances (2013) advances(2014)
‘12.3% [V | EXT W3.6% | %
BANK e RHB
MANDIRI RAKYAT (IMB CAPITAL 0CBC
INDONESIA BERHAD
Notable Notable Notable Notable Notable
relationships ** relationships * relationships #* relationships * relationships ** "
*Golden *BW Plantation *Genting ‘Wilmar *Astra Agro o0
Agri-Resources Indofood Agri Plantation International Lestari X 1
*Bumitama Agri Resources *Wilmar *Bumitama Agri WWF
+Indah Kiat Pulp +Indah Kiat Pulp International *Wilmar . )
and Paper and Paper +Bumitama Agri International Isg‘érigeza“;‘f}:;‘z;a;;zb;gm

Pabrik Kertas -Pabrik Kertas -Fajar Surya Malayiiap: & Riicicw OF Biriss
Tijwi Kimla Tijwi Kimla Wisesa ESG Practices, Disclosure

Standards And Regulations
PwC and WWF presentation



WWEF research on regional bank loan portfolios
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Is there a high level statement on sustainable lending?
There were very few statements of intent from domestic banks. All three were from
Indonesian banks.
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Does client approval include an ESG screen for factors other than Sharia?
Almost all the domestic banks have Islamic subsidiaries that operate ethical screens,
however, broader ESG factors were rarely considered.
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Is ESG used as a tool in credit processes?
The lack of consideration of ESG in credit likely indicates unmanaged risks.

I 22
I, 100%

“C

ww
Source: WWF: Sustainable Finan
In Singapore, Indonesia And
Malaysia: A Review Of Financiers

ESG Practices, Disclosure
Standards And Regulations



WWEF research on regional bank loan portfolios

Is there disclosure of an ESG policy relating to forest risk commodities?
All of the global banks have forest risk commodity related policies. Only one domestic
bank had a policy specific to palm oil.

| RO/

iU /0

I 100°%

Is there disclosure of training on ESG?

Although most of the domestic banks provide disclosure on human capital management, .

there was essentially no disclosure on training for ESG issues. X
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WWF recommendations on ESG integration in banking

PwC and WWF presentation

BANKS

® Develop an ESG strategy and implementation framework including sector
policies. Refer to WWF ESG Integration for Banks: A Guide to Starting
Implementation®.

® Implement, monitor and report on the ESG strategy.

® Join multi-stakeholder initiatives and other banking initiatives such as the
Banking Environment Initiative (BEI)? or Equator Principles™.

® Encourage and support national banking associations to create voluntary
sustainable finance guidelines.

® Islamic finance councils may wish to consider whether there is scope to include
environmental factors.

BANKING REGULATORS

® Produce national guidelines for banks to support integration of environmental
and social risks into credit evaluation processes.

® Support banks through training and capacity-building programmes.

® Introduce reporting standards to increase bank transparency on management of
environmental and social risks in portfolios.
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The HSBC experience in forestry and ESG

Forest Land and Forest Products
Sector Policy

Introduction

Forests cover four billion hectares. or 30%. of the wold's Lind surface. They support a wide range of
commereial activities, from loggmg operatsons to the manufactuse of such products as plywood and
paper. Other associated products such as palm oil of soy may onginate from forest land which has been
converted to plantations. The forest land and forest products sector plays a key role in world rade flows
and. indsed, m world economic development

Farests are also important becaiuse of theit high biodivessity, which includes endangesed species. They
provide a home for forest-dwelling people, whose maditional lifescyles may depend on the forest As a
result, the sector's actrvities, i not managed responsibly. e2n have potentially signaficant mpacts on both.
the enviconment and local comimunities.

HSBC bas a long-standing 1o sustainable and, when Lents in the
foresiry sector. we seek 1o balance theie mlnpk'x ‘economic, environmental and social issuzs. Our Forest
Land and ¥ ¥ standards applicabie o our

T sector Thase stcatds ‘good practice and bave been drawn up

after extensive consultanion with the industry and with other key expert stakebolders. The standards are
consistent with our other policies, such as the Equator Principles framework which we apply o project
finance activities. They also reflect HSBC's commitment to engage with the sector and to work with
ity i g oo o M i i Wil o ey sty el
e consu

¥ ullpnhr\' are that it prohibets illegal logging and

m ighly senurve areas, and & suppors claats whose operatians are independenty certfied 1z legal
ey separate documen on Freguently Asked Qrcstions answers questions faised by
stakeholders.

Scope
The financial services covered by the policy include all lending and otber forms of financial ssistance.
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Policy prohibitions

HSBC will not provide financial services which direetly support
- llagal logging July 2014
= Gperations in UEsco Woa Heritage Sites. and
~ operations in wetlands on the Ramsar List
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WWEF research on regional institutional investment
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WWEF research on regional institutional investment
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Does the investor provide disclosure of its holdings?
In many markets transparency has increased accountability to beneficiaries.

0%
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If the corporate governance policy is published, does it include specific

reference to ESG?
The absence of disclosure on ESG-related engagement suggests domestic funds are not

considering material ESG risks.
B 5
I 100%

Does the investor specifically allocate funds to sustainability solutions

providers?
Sustainability problems offer many potential equity opportunities and a fast-growing
requirement for debt funding. Yet the domestic funds show very little interest in these

N 17%
I 100%




| ; . 5 o
WWF recommendations on ESG integration in investment

INVESTORS

® Use ESG analysis to identify systemic risks such as climate change and enhance
valuation/forecasting.

= Step up active ownership to manage systemic and company risks.

® Engage with portfolio companies, especially forest risk commodity companies,
to improve ESG standards.

® Access knowledge and best practices by joining international collaborative
initiatives such as PRI, CDP, and ACGA.

® Engage with locally-listed banks within investment portfolios to support their

development of ESG practices. .

...

SECURITIES MARKET REGULATORS WWE

® Support increased levels of active ownership, including through promotion of In Singapore, ;,?;;;a;;zb;ig“fm
stewardship codes for institutional investors. Malaysia: A Review Of Financiers

ESG Practices, Disclosure
Standards And Regulations
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WWF recommendations on ESG integration in investment
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Conclusions

 Global and regional capital markets do influence forest management

« An established process to integrate ESG in forest finance exists, but needs
further uptake

« ‘Doing less harm’ is only part of the agenda, helping banks and investors ‘do
more good’ should be a part of our work

« What opportunities exist to coordinate efforts on forest (and landscape level)
finance?
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Thank you

Chris Knight, PwC, chris.knight@uk.pwc.com

Jeanne Stampe, WWF, jstampe@wwf.sg

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this
publication, and, to the extent permitted by law, PricewaterhouseCoopers LLP, its members, employees and agents do not accept or assume any liability, responsibility or duty of care for any
consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it.

© 2016 PricewaterhouseCoopers LLP. All rights reserved. In this document, “PwC” refers to PricewaterhouseCoopers LLP which is a member firm of PricewaterhouseCoopers International
Limited, each member firm of which is a separate legal entity.
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