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32nrd ASEAN+3 Bond Market Forum (ABMF) Meeting

China Capital Market Institute (CCMI), Shenzhen, People’s Republic of China
17-18 October 2019

The ASEAN+3 Bond Market Forum (ABMF) was established in May 2010 by the finance
ministers of the Association of Southeast Asian Nations (ASEAN) plus the People’s Republic of
China, Japan, and the Republic of Korea—collectively known as ASEAN+3—under the Asian
Bond Markets Initiative (ABMI). The Forum is the only regional platform of which actions and
recommendations are reported to the ASEAN+3 policy discussion. It functions to integrate the
ASEAN+3 markets through standardization and harmonization of regulations and market
practices as well as market infrastructures relating to cross-border bond transactions.

Since its establishment, the ABMF has produced various outputs and created impacts. In 2012,
the ABMF released the ASEAN+3 Bond Market Guide, the first officially recognized publication
of bond market regulations and settlement procedures in ASEAN+3 economies. The market
guide helped narrow information gaps and increase market transparency, which was often
regarded as the biggest barrier to market entry. In 2014, to provide policy recommendations to
standardize securities transaction flows in the region, ABMF published the Sub-Forum 1 (SF1)
Phase 2 Report: Proposal on ASEAN+3 Multi-Currency Bond Issuance Framework (AMBIF) as
a regionally standardized bond issuance framework, and the Sub-Forum 2 (SF2) Phase 2
Report: ASEAN+3 Information on Transaction Flows and Settlement Infrastructures. After the
endorsement of both reports by the ASEAN+3 finance ministers in 2015, ABMF released two
Phase 3 reports: Implementation of the AMBIF: ABMF SF1 Phase 3 Report, and Harmonization
and Standardization of Bond Market Infrastructures in ASEAN+3: ABMF SF2 Phase 3 Report.
The SF1 Phase 3 report contained the Single Submission Form (SSF) to be utilized in the
markets participating in AMBIF and explained the procedures for issuing an AMBIF bond. The
SF2 Phase 3 report (i) identified and agreed upon key transactional financial messages to be
harmonized and standardized to facilitate cross-border bond transactions, and (ii) successfully
demonstrated the readiness of the region to implement key international standards such as ISO
20022 by 2025. As a result, implementation of ISO 20022 was included as one of the strategic
measures for financial integration in the ASEAN Economic Community Blueprint 2025.

ABMF meetings are held three times a year, bringing together more than 100 experts from the
ministries of finance, central banks, securities market regulators, central securities depositories,
securities exchanges and market operators, financial market associations as well as major
financial institutions and IT vendors in the region. The forum is open to experts who are
interested in bond market developments and regional financial cooperation.

The 32" ABMF will be organized jointly by the Shenzhen Stock Exchange. The Forum plans to
discuss:

e Recent development of Chinese Exchange Bond Market

e Green bond: how can we develop the ASEAN+3 market practices?

e ABMI updates
The 19" Cross-Border Settlement Infrastructure Forum will be co-organized by Asia Prime
Collateral Forum. Thus, it will be an open forum to ABMF participants. The Forum plans to
discuss cross-border collateral and repo in Asia.
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DAY 1 - 17 October 2019

China Capital Market Institute(CCMI)
Shenzhen, People’s Republic of China

ABMF Sub Forum 1 Meeting

TIME

PROGRAM

VENUE: Auditorium Hall, 2nd Floor, Buiding B, CCMI, Xili Qinyang 2nd Road, Nanshan District,

Shenzhen (Building next to Building A)

08:30 — 09:00 | Registration
09:00 — 09:15 | Photo Session
. . Opening Speech by Mr. LI Chao, Vice Chairman of China Securities Regulatory
09:15-09:20 L9
Commission
. . Welcome Remarks by Mr. WANG Lixin, Vice Mayor of the Shenzhen Municipal People’s
09:20 — 09:25
Government
. . Welcome Remarks by Mr. WANG Jianjun, President and CEO of Shenzhen Stock
09:25 - 09:30
Exchange
09:30 — 09:35 Welcome Remarks by Mr. Satoru Yamadera, Principal Financial Sector Specialist,
' ' Economic Research and Regional Cooperation Department, Asian Development Bank
09:40 — 09:50 | Coffee Break
ABMF Sub Forum 1 (SF1) Meeting
09:50 — 09:55 | Opening Remarks by Mr. Koji Ito, ABMF Sub Forum 1 (SF1) Chairman
China Bond Market Overview
Keynote Speech 1: The Recent Development of China’s Economy by Mr. SONG
09:55 - 10:20 | Guoging, Professor of Economics at the National School of Development of Peking
University
10:20 — 10:45 Keynote Speech 2: Exchange Bond Market Development by Mr. CHEN Fei, Director of
’ ' Corporate Bond Supervision Department, China Securities Regulatory Commission
Keynote Speech 3: Launch of China’s Exchange Bond Market Guide and role of
10:45 — 1055 exchange in developing a bond market by Mr. Satoru Yamadera, Principal Financial
’ ' Sector Specialist, Economic Research and Regional Cooperation Department, Asian
Development Bank (ADB)
Panel 1: The Role of the Bond Market in supporting the Development of the
Guangdong-Hong Kong-Macao Greater Bay Area
Moderator: Mr. LIU Fuzhong, Director of International Department, Shenzhen Stock
Exchange (SZSE)
10:55 - 11:30

Panelist:
1. Ms. CAO Jiajia, Deputy Division Director, Government Bonds Division, Budget
Department of Ministry of Finance of China

2. Mr. WEN Ping, Deputy Director-General, Authority of Qianhai Shenzhen-Hong
Kong Modern Service Industry Cooperation Zone of Shenzhen
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3. Ms. TAN Yonghui, Director of Fixed Income Department, Shenzhen Stock
Exchange

4. Ms. SHU Chang, Chief Asia Economist, Bloomberg

Panel 2: Latest Development in the Exchange Bond Market (Factor Flow and
Opening up)

Moderator: Ms. NI Gaiqin, Division Director, Corporate Bond Supervision Department,
China Securities Regulatory Commission

Panelist:
1. Mr. ZONG Jun, Director of R&D Department, China Central Depository &

11:30 — 12:05 Clearing Company
2. Mr. Satoru Yamadera, Principal Financial Sector Specialist of Asian
Development Bank
3. Mr. WANG Jianguo, Deputy Director, Fixed Income Center, Shanghai Stock
Exchange
4. Mr. ZHU Liyuan, Deputy Director, Bond Business Department, China Securities
Depository and Clearing Corporation Limited
12:05-12:10 | Wrap-up by Mr. Satoru Yamadera, Asian Development Bank
12:10 —13:00 | Lunch (Dining Hall B)

Venue: A317 Conference Room, Building A, China Capital Market Institute

Shenzhen, People’s Republic of China

How to develop a regional green bond market under the ABMI

13:30 — 14:00

Session 1: State of the Market — Recent Developments of Global Green Bond Market
and its implication on Asian Markets by Mr. Cedric Rimaud, ASEAN Program Manager,
Climate Bonds Initiative

14:00 — 14:30

Session 2: Overview of the Green Bond Market in China by Ms. Judy Li - Partner,
Climate Change & Sustainability Services, Financial Services, Ernst and Young (Beijing)

14:30 — 15:00

Seesion 3: Green Bond Market Development in ASEAN countries by Mr. Kosintr
Puongsophol, Financial Sector Specialist, Economic Research and Regional Cooperation
Department, Asian Development Bank

15:00 - 15:15

Coffee Break

15:15 -16:15

Panel 3: Experience Sharing on China Onshore Green Bond Issuance

Moderator: Ms. Chan Ka Yi, Head of International Business, Fixed Income Department,
Shenzhen Stock Exchange

Panelist:
1. Mr. Cheng Daming, Executive Director, China International Capital Corporation
Limited

2. Ms. Gan Luying, Head of Sustainable Bonds, Debt Capital Markets, Asia Pacific,
HSBC

3. Mr. Zhang Han, CEO of iGreen Bank

4. Ms. Liu Chubai, Head of Innovative Business, Fixed Income Department,
Shenzhen Stock Exchange
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16:15 - 16:25

Session 4: Outline of the New Technical Assistance to Create Necessary
Ecosystems for Green Bond Market Development in ASEAN+3 by Mr. Kosintr
Puongsophol, Financial Sector Specialist, Economic Research and Regional Cooperation
Department, Asian Development Bank

16:25 - 16:30

Closing Remarks by Mr. Satoru Yamadera, ADB and Mr. Koji Ito, ABMF SF1 Chairman

Meet the market in PRC
Chinese market players are invited to join

16:35 - 17:45

Session 5: What is ABMI, ABMF, and AMBIF? by Mr. Satoru Yamadera, ADB

- ADB will explain various initiatives under the Asian Bond Markets Initiatives. In addition,
ADB will explain how these initiatives will be linked with the Chinese bond market
development such as Panda bond, local currency funding by the Chinese corporates,
and cross-border collateral.

- Q&A

18:00 — 19:00

Welcome dinner hosted by SZSE (Dining B Hall, CCMI)
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DAY 2 - 18 October 2019

Venue: A317 Conference Room, China Capital Market Institute

Shenzhen, People’s Republic of China

ABMF Sub Forum 2 Meeting - (Morning)

TIME PROGRAM
08:30 — 09:00 | Registration
09:00 — 09:05 | Opening Remarks by Mr. Seung-Kwon Lee, ABMF Sub Forum 2 (SF2) Chairman
Update of ABMI
Session 6: Update of Bond Market Guide Drafting and Recent Developments in
ASEAN+3 Bond Markets by ADB Secretariat
09:05 - 09:30 e Mr. Matthias Schidmt, Lead Bond Business and Financial Operation Specialist, ADB
Consultant (ABMF SF1)
¢ Prof. Shigehito Inukai, ADB Consultant for ABMF SF1
09:30 — 10:00 Session 7: Recent ASEAN+3 market developments by Ms. Shu Tian, Economist
) ’ (AsianBondsOnline), Asian Development Bank
10:00 — 10:30 Session 8: Update by Credit Guarantee and Investment Facility activities by Mr.
) ’ Dong Woo Rhee, Chief Financial Officer, Credit Guarantee & Investment Facility (CGIF)
10:30 — 10:45 | Coffee break
Session 9: Account Structure and KYC Process by ADB and ABMF International
10:45-11:55 | &XPert
e Mr. Satoru Yamadera, Principal Financial Sector Specialist, ADB
e Mr. Shinya Kim, Manager, NTTDATA Systems Technologies Inc.
11:55-12:00 | Wrap-up by Mr. Satoru Yamadera, ADB and Mr. Seung-Kwon Lee, ABMF SF2 Chairman
12:00 - 13:00 | Lunch (Dining Hall B)
(Afternoon)
19th Cross-Border Settlement Infrastructure Forum (CSIF)
Venue: A317 Conference Room, China Capital Market Institute, Shenzhen, PRC
-open session together with ABMF members
13:00 — 13:05 | Opening Remarks by Mr. Seung-Kwon Lee CSIF Vice Chairman
Cross-Border Collateral and Repo in Asia
13:05 - 13:30 Building a culture of repo collateral for bond market development by Mr. Josh Galper,
Managing Principal, Finadium LLC — Asian Prime Collateral Forum (APCF)
13:30 — 14:45

Possible models in Asia by Mr. Satoru Yamadera, Principal Financial Sector Specialist,
Economic Research and Regional Cooperation Department, Asian Development Bank (15 min)
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Cross-border tri-party repo in Asia: Impediments and challenges

Clearstream Banking S. A. by Mr. Davin Cheung, APAC Head, Banking, Funding &
Financing (15 min)

Euroclear Bank by Mr. Danny Missotten, Deputy Head of Global Capital Markets &
Funds, Hong Kong Branch (15 min)

JP Morgan by Mr. O’Delle Fitzromeo Burke, Head of Collateral Services — APAC,
Collateral Services, Securities Services (15 min)

China Central Depository & Clearing Co., LTD. (CCDC) by Mr. Fei Tao, Business
Manager, Collateral Management Center, Shanghai HQ (15 min)

Current market transactions
Most observed currencies and securities

14:45 — 15:00

Coffee Break

15:00 — 15:20

Central Bank Collateral Frameworks for ABMI by Dr. Gongpil Choi, Director of
Asian Prime Collateral Forum (APCF) and Korea Institute of Finance (KIF) Center for
Finance and Technology

15:20 - 16:35

How Asia can increase more cross-border collateral and Repo transactions?

Panel discussion

Mr. Davin Cheung, APAC Head, Banking, Funding & Financing, Clearstream Banking
S.A.

Mr. Danny Missotten, Deputy Head of Global Capital Markets & Funds, Euroclear
Bank (Hong Kong Branch)

Mr. O’Delle Fitzromeo Burke, Head of Collateral Services — APAC, Collateral
Services, Securities Services, JP Morgan

Mr. Yulu Pu, Senior Manager, ChinaBond Collateral Management Center, Shanghai HQ,
China Central Depository & Clearing Co., LTD. (CCDC)

Mr. Joon Hwan Im, Senior Research Fellow, Korea Insurance Research Institute
(KIRI) - Asian Prime Collateral Forum (APCF)

Moderator: Mr. Satoru Yamadera, Principal Financial Sector Specialist, Economic
Research and Regional Cooperation Department, Asian Development Bank

16:35 - 16:55

Closing Remarks by Prof. Kim Kyung-Soo, Former President of the Bank of Korea
research institute and ex-chairman of the Korean Economic Association
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Overview of China Onshore Bond Market
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China Exchange Bond Market
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China Exchange Bond Market
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CSRC cancelled administrative approval process
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Registration Process and Negative list for underlying assets
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Overview of China Onshore Bond Market
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Array of Products
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Treasury,Local Government
Bond, Corporate Bonds,

Financial Bonds, Subordinated
Bonds, MTNs,ABS etc
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Variety of Trading Mechanisms
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Rapid growth in the onshore bond
market
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As of 2019 Sep, the total exchange bonds
outstanding volume was RMB 93.2 trillion;
issuance amount was RMB 33.8 trillion.
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Expanding issuers and investors base
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Investors: banks, funds, securities firms,
companies and retail investors
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Overview of China Onshore Bond Market
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diligences, credit rating, bond trustee
management and etc.
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Self-regulatory registration, depositary clearing
and settlement businesses.

8



B3k Part Il

IERERMAIE , IRSLMEST

Serve the Real Economy

TEIISHEERERS

CHINA SECURITIES REGULATORY COMMISSION



IEtRERAE | BRSSP

Serve the Real Econom
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Bond financing through capital market increased
significantly.
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Non-state owned corporates are the major issuers in
the exchange market.
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Exchange Market is serving the national strategies.
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Serve the Real Economy
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Non-state owned corporates are the major issuers in the exchange market.
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Serve the Real Economy
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Steady Development in the Exchange ABS products
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Serve the Real Economy
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‘ Improve Exchange Bond Market Investment and Financing Functions
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Further Development in the Exchange Bond Market
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Further improve Exchange Bond Market
Infrastructure and Mechanisms
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Further Development in the Exchange Bond Market
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Foreign Investors Holding of US and Chinese Government Bonds
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Further Development in the Exchange Bond Market
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Role of the Exchange as a Self-Regulatory Organization
Indispensable in the Asian Regional Bond Market Development

Organized and Prepared by ADB Secretariat
17 October 2019
At the 32" ABMF Meeting, Shenzhen
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1. “Trading Place” - Function and Role of the Exchange

e

Many of you may think that the functions and roles of the exchanges will be:
first of all, providing the trading place function of the securities. It is called
the exchange market.

By consolidating supply and demand by concentrating the trading orders for
listed securities such as stocks and bonds in the exchange market, then to
increase liquidity and at the same time to create fair prices. This is an
important function as a trading place.

In order to be eligible for trading on an exchange, the securities must be listed
on that exchange. It is called listing for trading.




2. “Exchange Market” and “OTC Market” : Segmentation of the Market

_‘

In case using exchange for trading, that segment is called exchange market.

However, especially in the case of bonds, many of the securities transactions
do not always take place on the exchange. In case not using exchange for
trading, that segment is called OTC (over-the-counter) market.

In this case, with using telephone and/or certain trading system, on a primary
(issuing) market, securities companies and other financial institutions act as
underwriters for issuers to conduct transactions for issuance of bonds to
investors, and on secondary market, securities companies and other financial
institutions also act as dealers and brokers.




3. “Listing”” as One Way to Meet the Requirements being an

“Organized Market”

—

Any of the exchange market or OTC market may be called an “organized market,” if it meets
certain market requirements and standards.

An “organized market” is a place or system in which buyers and sellers trade according to agreed
rules and procedures, using common conventions and communication protocols. In this market,
the definition and eligibility requirements for traded securities, available investors and other market
participants must be clearly determined.

In other words, it can be considered that the market is an “organized market,” if the relevant
laws, regulations, SRO rules, and market practices are working effectively with the
necessary system infrastructure and certain operational mechanisms.

Therefore, in order to be an organized market, the authority that regulates and supervises the
market must be clearly defined. Otherwise, transactions may occur in an unregulated market
which may cause various problems.

In order to meet specific requirements or standards for being an “organized market,” methods
such as “exchange listing” or “registration to the authority” are used.



4. Objective of the Bond Listing: To “Ensure Investor

Protection” and to “Ensure Investors’ Visibility”
\

In a number of markets in ASEAN+3, whether it is an exchange market or an OTC market,
bonds issued via a public offering and the bonds traded in the professional investor market
may be required to be listed on the exchange or to be registered with the authority.

This follows the express intention of the securities market regulator—as part of its primary
mandate to ensure investor protection—to achieve visibility, price finding or
valuation, and the continuous availability of information disclosure on bonds and
the issuer during the lifetime of the bonds.

Where a listing of bonds is optional, issuers may list their to the widest possible
distribution of the bonds and/or to ensure the visibility of their issuances across
many investor universes.

In case of listing of bonds by issuers who are already listed companies, since these

issuers already must be complying with the listing and disclosure rules of the exchange,
the listing of their bonds requires only limited extra efforts and costs.




5. Two Listings as Functions of the Exchange — “Listing for
Trading’ and “Profile Listing”

_‘

And whether it is an exchange market or an off-exchange OTC market, “listing” is the important functions
to be an “organized market.” For instance, bonds are listed on an exchange pursuant to the related
law and/or regulations and exchange’s SRO rules, for fulfilling the specific objectives for the issuer
and investors.

It's important to understand “two different listings” here.
(1) In exchange market, listing is a necessary condition for trading bonds on the exchange.

(2) In OTC market, for non-publicly offered bonds to professional investors, several exchanges
have established the professional investors bond market systems for listing. (e.g. TSE: TPBM,
etc.) This is referred to as profile listing.

In those, the listing eligibility requirements are clearly indicated, and the information disclosure
procedures are streamlined compared to a public offering, making the procedures more efficient and
enabling flexible bond issuance.

In the exchange market, it is also possible to open a dedicated bond market segment for professional
investors.



6. Notes to Bond Market related Regulators/Policy Makers in the Region

e

When an exchange is the main subject of a listing, it basically needs to be an SRO.

In the case of public offerings of bonds for general investors including individuals, countries in the region often
incorporate “registrations to the authority” or “exchange listings” into the regulatory mechanism on the premise of
full disclosure of information.

Within the region, regarding the new bond market (segment) for professional investors (including AMBIF bonds), it
will be common to be clearly separated/distinguished from the existing traditional private placement framework (to
small numbers of investors such as close relatives or acquaintances). Also, it is getting common to install specific

bond market regulation/measures for this professional investors market (segment), and at the same time to create
related SRO rules by exchanges to regulate this new market segment with listing or profile listing.

In developing bond market regulations and SRO rules for professional investors in the region, consideration must
be given to the introduction of bond sales restrictions and bond transfer restrictions to protect non-professional
investors.

In addition, in the case of AMBIF bonds, in the future, consideration will be necessary to enable participation in the
transactions among regional professional investors and regional dealers/brokers in an intra-regional professional
investors market (AMBIF Market).
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Appendix 1. SROs General Structure

_‘

Self-regulatory organizations (SROs) are non-governmental organizations that
have the power to create and enforce certain rules (SRO rules), standards,
and guidelines for participating members.

All SROs are subject to government regulatory oversight and gain their status
from national regulators. Government oversight, with no exceptions, is an
essential element in the self-regulatory structure.

Depending on the statutory delegation, authorization, and recognition by the
regulators, the roles and responsibilities of SROs in ASEAN+3 differ from
economy to economy.

Even among bond market or securities dealer associations, delegated powers
and functions can differ.




Appendix 2. Securities Market SRO
o

Securities Market SROs can:

i. establish eligible self-regulatory rules (SRO rules) that must be satisfied by
participating members in any significant securities market activity;

ii. establish and enforce binding rules of trading, business conduct, and
qualification for institutions engaging in certain securities activities; and

iii. establish disciplinary rules and/or conduct disciplinary proceedings, which
would enable the SRO to impose appropriate sanctions for noncompliance
with its rules.

iv. In addition, SROs can and are expected to facilitate communication
between their members, nonmember market participants, and regulators to
develop and improve the market.

10



Appendix 3. SRO Rules
o

SRO rules can encompass the authority to create, amend, implement,
and enforce rules of listing, trading, and business conduct and/or
qualification regimes with respect to the persons (i.e., legal and natural
persons) subject to the SRO’s jurisdiction.

Some SROs resolve disputes through mediation, arbitration, or other
appropriate dispute resolution mechanisms.

This authority may be derived from a statutory delegation of power to
an SRO or through a contract between an SRO and its members as
authorized or recognized by the regulator.




Appendix 4. Exchange as SRO for the Bond Market

_‘

Since bonds can be listed on exchanges, many of the exchanges in ASEAN+3
have the status of an SRO for bond markets as well.

An exchange’s role as the listing authority is important for bond and other
securities markets because its function is essential for maintaining market
cc%nfidence in the listed securities and the quality of available disclosure
information.

Necessary regulations and SRO rules may require a listing on the exchange
to offer bonds to the public (public offering) and offer bonds to professional
investors (including AMBIF bonds).

Also, some CSDs act as SRO to administer or govern participation and
activities in depository and settlement infrastructure.
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Appendix 5. Examples of Bond Markets SROs in the Region

‘
For instance;

*  The National Association of Financial Market Institutional Investors (NAFMII) in the PRC acts as an SRO in regulating
the China Inter-Bank Bond Market (CIBM) including registration, issuances and trading of bonds and debt financing
instruments .

*  Shanghai Stock Exchange (SSE) and Shenzhen Stock Exchange (SZSE) set and implement standards and
conventions for bond listing, bond issuances and bond trading on the SSE and SZSE by their SRO rules and Guidelines.

* The Korea Financial Investment Association (KOFIA) manages and administers the OTC bond market in the Republic of
Korea.

*  The Thai Bond Market Association (ThaiBMA) set and implement standards and conventions for bond registration, bond
issuances and trading in Thailand.

*  The Tokyo Stock Exchange (TSE) set and implement standards and conventions for bond listing and bond issuances
on/in the TOKYO PRO-Bond Market (TPBM).

*  The Japan Securities Dealers Association (JSDA) set and implement standards and conventions for bond secondary
market trading in Japan.

*  The Financial Market Association of Malaysia is not recognized as an SRO, but it has developed and maintains a code
of conduct and defines trading conventions for the industry, which are also recognized by the Securities Commission
Malaysia.

13
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China’s Passage to A Mature
Creditor

Presentation at 32" ASEAN+3 Bond Market Forum
17 October, 2019

Chang Shu, Asia Chief Economist, Bloomberg Economics
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INVESTMENT INCOME: DRAGS CURRENT ACCOUNT

= Trade in merchandise trade continued to post surplus, despite some narrowing
= Other items: services trade, income items posted deficits
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MAKE MONEY WORK

Japan’ s investment income has long been in surplus, and increased rapidly in 2010s

China has not been able to earn positive net investment income
Japan China
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EIE
NOMICS
ASSET STRUCTURE: INTERNATIONAL
COMPARISON

= China’s and Japan’s assets are dominated by debt instruments; US’s assets are dominated by equities
= China’s debt investment is dominated by safe assets invested by the official sector
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Source: SAFE, Bloomberg Economics 5
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LIABILITY STRUCTURE: INTERNATIONAL
COMPARISON

= Japan’s liabilities are dominated by debt instruments
= US’s liabilities also have a smaller equity portion than China’s
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GIVE VS TAKE: CHINA’S LOW INVESTMENT
RETURNS

US has the highest return on its assets, China has the lowest
= China’s liabilities provide the highest returns to foreign investors
= China has a negative carry onits |IP

Source: SAFE, Bloomberg Economics



RAISE CHINA’S INVESTMENT RETURNS

= Two-way financial opening is needed.

= Building up multi-layered capital market with an international appeal is
important.

= Bond market development is an component of this multilayered capital
market

= Greater Bay Area has an important role to play



AS PART OF CHINA BOND
INFRASTRUCTURE

Bloomberg Launches New Access
Channels for China Bond Market

Global investors to access China’s interbank bond market via the

Beijing, 17 January, 2012 - At the China Bond Market International Forum today, jointly
with China Foreign Exchange Trade System (MNational Interbank Funding Center)
("CFETS"), Bloomberg announced that it and its global affiliates will start to provide
qualified investors with channels to : > “hina’'s interbank bond market (“"CIBM").
Global investors can now begin to trade onshore Chinese bonds via the Bloomberg
Terminal. Bloomberg is the first global trading platform connected to CFETS t}

offer access to both CIBM Direct and Bond Connect, the two most popular sch

used by offshore China investors.




DISCLAIMER

The data included in these materials are for illustrative purposes only. The BLOOMBERG TERMINAL and Bloomberg data products (the
“Services”) are owned and distributed by Bloomberg Finance L.P. (“BFLP”) except that Bloomberg L.P. and its subsidiaries (“BLP”) distribute
these products in Argentina, Bermuda, China, India, Japan and Korea. BLP provides BFLP with global marketing and operational support.
Certain features, functions, products and services are available only to sophisticated investors and only where permitted. BFLP, BLP and
their affiliates do not guarantee the accuracy of prices or other information in the Services. Nothing in the Services shall constitute or be
construed as an offering of financial instruments by BFLP, BLP or their affiliates, or as investment advice or recommendations by BFLP, BLP
or their affiliates of an investment strategy or whether or not to “buy”, “sell” or “hold” an investment. Information available via the Services
should not be considered as information sufficient upon which to base an investment decision. BLOOMBERG, BLOOMBERG TERMINAL,
BLOOMBERG PROFESSIONAL, BLOOMBERG MARKETS, BLOOMBERG NEWS, BLOOMBERG ANYWHERE, BLOOMBERG
TRADEBOOK, BLOOMBERG TELEVISION, BLOOMBERG RADIO and BLOOMBERG.COM are trademarks and service marks of BFLP, a
Delaware limited partnership, or its subsidiaries. © 2017 Bloomberg. All rights reserved. This document and its contents may not be
forwarded or redistributed without the prior consent of Bloomberg.

Bloomberg Intelligence is a service provided by Bloomberg Finance L.P. and its affiliates. Bloomberg Intelligence shall not constitute, nor be
construed as, investment advice or investment recommendations (i.e., recommendations as to whether or not to “buy”, “sell”, “hold”, or to
enter or not to enter into any other transaction involving any specific interest) or a recommendation as to an investment or other strategy. No
aspect of the Bloomberg Intelligence function is based on the consideration of a customer's individual circumstances. Bloomberg Intelligence
should not be considered as information sufficient upon which to base an investment decision. You should determine on your own whether
you agree with Bloomberg Intelligence.

Bloomberg Intelligence is offered where the necessary legal clearances have been obtained. Bloomberg Intelligence should not be construed
as tax or accounting advice or as a service designed to facilitate any Bloomberg Intelligence subscriber's compliance with its tax, accounting,
or other legal obligations. Employees involved in Bloomberg Intelligence may hold positions in the securities analyzed or discussed on
Bloomberg Intelligence.
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Corporate Bond Issuance in Greater Bay Area -

[FEERTEGTIIRZERES MR ABSTRESAT
Leading Outstanding Volume in SZSE The assets securitization of IP
- L1000 %25 Nearly 1000 bonds I ./

- #MtE1.3512 Outstanding volume is RMB
1.3 trillion

- ®h=%>2— About 1/3 of SZSE' s bond

- PR KSR AT ST S T

- Pilot Product : Guangzhou
Development District patent licensing
ABS , 300 million

ket =1
B BEEBX BihRERELR
i%“lZEIﬁ{ﬁ GBA Development Support non-state owned corporates

Greater Bay Bond - SFEIRI IR RTETEER
- BERINAIT2ER - Liquidity enhancement bonds issued from
2 issuances of Greater Bay Bond Shenzhen/Guangzhou/Dongguan/Zhuhai
- BRI A (KRR /. I I .\ CDSIRREE8E
reached 8 agreements of CDS

SZ-HK technology innovation zone
- IR ORI AR SR (A IKFRABSAE200012 7T

- REEEIRIESFOIFX -
D iver bottle i i more than 200 billion ABS based on Accounts
onhgguan stiver botllie innovation zone payable by Guangdong core enterprises
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Local Government Bond Issuance in Greater Bay Area

EE2019F9RK , | REERZFRITINATT2707{27T ( &iFYI343.42) |, ZHFERX
Rt 75 B RS 8 & 1T,

As of Sept. 2019, Guangdong Province issued RMB 270.7 billion local government bonds in SZSE, who greatly
supports local government bond innovation within Greater Bay

0 ESRHNERETIRS

First Railway Project Bond
EEEREFHREN TS D ISR RS
First Amortizing Bond

EEEHRSIS RS

First Callable Bond

2019F St ERRASKEIREIIES

First batch of Greater Bay Project Bonds from 2019
BRI BT BT RS ETFIAN

First regional local gov. bond (Guangdong)ETF approved

O O O 0O




| SRUIEE s AR —
A Glance at SZSE’s Fixed Income Market

HZE2019F9A K , RiiEd EMEREKETR5948 R |, HEMEE(E20249(Z7T , 220155 K345, 2018
FE AT T3 20.43 5127t , IS 1.251Z27t , EE19.2351Z27T.
As of Sept. 2019, 5,948 fixed income products were listed in SZSE with a total outstanding value of RMB 2,025bn

(USD 290bn). The trading volume reached RMB 20.43trn (USD 2.9 trn) in 2018, including RMB 1.2trn (USD 0.17trn)
in cash transaction and RMB 19.23trn (USD 2.8trn) in repo transaction.

EbER2E1E No. of Listed Bonds: 5,948 FEEMEOutstanding Amount: 2,025 ( RMB bn )
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BUR X FFHLHI % GSE Bond | 20 WU AL GSE Bond
BSR4 B Policy Bank Bond ] 6 B M &R Policy Bank Bond
B SCRFIESR ABS F—l 448 PeRe T2 ABS
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Source: SZSE, as of 30 September 2019 4
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Future Development and Opportunities

ARSSSEBLET

Serve Real Economy

SZSE is committed to build a multi-
tiered capital and bond market by
introducing more diversified issuers.

ZSNHEA
Increase market liquidity

Building trading platform to suit both
negotiated based trading and '
centralized quotation trading which
further improve trading mechanism in
the exchange market and effectively
increase the liquidity.

TR I AE 35 3% 8 B 7
>H !‘705“

‘()'l?'((‘h\J

NGRS P EUHER
Widen the Array of Products

With the vision to offer investors
and issuers a broad-spectrum of
products, SZSE enriches the
fixed income market by
providing diversified fixed
income products .

K39

Further Opening Up

SZSE aims at providing supports
to foreign issuers by mobilizing
China’ s large investor base as
well as enhancing foreign
investors participation by building
exchange market bond connect
facilities.
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B RIS BTN | | Latest Development in the Exchange

Bond Market:
Factor Flow and Opening up

5
13.-%3:5&%%% ZHU Liyuan

Bond Business Department
PEHESFTICEH

EIRHBFEAH China. Securities D.eposi?or.y and
Clearing Corporation Limited

.10.17
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SDC Overview of the market
14 \
TR, RBRGFHIZEGEKERE | EM
NP ERSHZ* AR s ERIIE BB R ER . L After decades of rapid development, the Exchange

HESHIE TR EATIFITE AT Bond Market,(EBM) has made itself an indispensable
part of China’s bond market*. By the end of August,

11.475127% . SG2mi5r912.5%. 5y the size of EBM reached RMB 11.4 Trillion Yuan,
accounting for 12.5 % of the whole China market. yy

EFEE T m R {REAT A
{RZ5ETF A 4% {5 —RREANL PAREE

fEEtEHES /\ A SRR Non-financial /\ Individual

Bond funds: = Equity-debt institutional L3R investors
bond ETFs, bond %;E,{igg connected products: investors iifgﬁi
JG A

convertible bonds,
Complete exchangeable bonds, Diversified
product line etc. investors

\/

EBET : FISEHR, (SFIR. ABS SRR
Traditional fixed-income instruments:
treasuries, municipal bonds, financial bonds, credit

debt securities, ABS, efc. *RZFRhiafiR1TEH AR P ERS IR A EEZ A MERD .
The Exchange Bond Market (EBM) and China Interbank Market (CIBM) are
two major segments of China’s bond market.

index funds, etc.

Financial institutions and instruments
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Latest development of the market in factor flow and opening up

(€
7\< RS 11 f — E A n
RZFfRETREN R, M. T £ & Latest development of the exchange bond market

ks EE, b presents characteristics of “Synergy, Integration
and Openness”. 59

SRS MM RATARE 2, ARSI HERE NS

More products can be traded in both EBM and CIBM Frmaiza=E A

EE. MABFE. SRS EhiaR S ms it e iy Institutional investors who can trade across markets

. are mainstream EBM participants
Total volume in EBM of bonds tradable across the markets like

treasuries, local government bonds and railway bonds has been

increasing. —— ;é;ﬁﬁﬁ?i/%% ?ﬁiﬂ?l«iﬁgﬁﬂﬂ*& B/ENE | fifilF
X i s 5 ER5 Al =R R1T7IEIM%

Eﬁi%%ﬁETF'E%I"EIEEJ&”*° g%tﬁﬁ] Currently, financial institutions and instruments are the

Cross-market ETFs are in the preparation stage. ZRUIL

mainstream participants in EBM, and most of them also have
EhinREFRMZZEAHIHIEEIR ({25T) Cross-market access to CIBM.
Volume under custody in the EBM of bonds tradable across the
markets (RMB 100million yuan) Factor Flow

5302>820 2016 W2019M8
I 3407 B BT ERESSIR R E FRAEL

377 . 384 Percentage of bonds held by financial
S institutions and instruments in EBM

Treasuries Local government  Railway bond
bond

ESipy 75 BT R PRIER ‘
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CSDC Latest development of the market in factor flow and opening up
3. EiiRiEEREEKFH—ZRTT 4, MIFEANBEBRKEEERE , 7
Connectivity among infrastructures has been enhanced NZEHw=4E/)N
" iy Price linkage between EBM and CIBM leads to
EP%%% EP;&?%%E)E'{%\ iﬂ:.’ufj_ Eﬁﬁ“f 1%*']]/]:\&'11%*%{;%&% Fﬁiﬁ Sﬁi % narrowine market spread
SRS BTG - ’
o E-YII -
CSDC and CCDC cooperate to facilitate cross-market custody A — R RITRIZE TR
transfer of treasuries, local government bonds and enterprise bonds. Cross-market Primary market: narrowing issuance spread
\ p— ractor Hlow A RS SILE

PESERRS LR EE R EELH. Secondary market: strengthened price linkage
CSDC actively explores establishing connectivity mechanism with
SCH.

A [EIWHIARIERKEEIER SR ‘

Repo market: more correlated interest volatility

1, A TARITREER. "—m— " &
Improve Panda bond and Belt-and-road bond issuance

2, RMUBIREROERZR , BN AN AT

Deepen cross-border connectivity, escort China capital

framework XTI market’s bidirectional open-up
REJHIR —H—RE 1R BESRH , GRRINRRGTHFE/RFE5021Z7T , GEE0.5%.
Panda bond Belt-and-road bond Opening up By the end of August, QFIIs and RQFIIs collectively hold bonds of
BITA RMB 50.2 billion-yuan, accounting for 0.5% of total EBM size.
Issuers 24 13 NPT .
— S n JF#E518 Shanghai-Hong Kong Stock Connect
R 74 21 SIS
Number Experience in Cross- P> iRiei®E Shenzhen-Hong Kong Stock Connect
HE e i border connectivity A
Volume ¥ 123.7 billion ¥ 29.3 billion yP{E18 Shanghai-London Stock Connect
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Cross-market flow of product factor Cross-market flow of participant factor

A A
spe \ =n - — SpA— > TRy YN TEE5EES N
B ESELTIETIRS | FRERNIR. il e e e R
The EBM participants will be further diversified, banks will play

More bonds can be traded in both markets, product factor , ,
more important roles as investors.

bidirectional flow can be achieved.
A A
I AR, BANSHHNERSEENG | RERBFES TR,

Cross-market innovative products face opportunities of Bespoke. transaction gnd settlement system for bond mar.kc.et will
evolution and prosperity. be established to provide better experience for EBM participants.

G RN
Connectivity among infrastructures Open-up of EBM
A

A
> —— RS 4z 1= > /= = = E'_EI\ S —
SRR AT IS ERG. | EEENRITAE S T
Full scale connectivity: CSDC, CCDC and SCH. MPIOYEd CTO55- D T S e
more opportunities for foreign issuers .

A

A
NEAINEFEMER | EHaRBERERKE. BhHiniE : . : —
s EaER B MRS S SRS AR S IR,
nnﬂ*j:xﬁ'o o 5
Advanced connectivity: “Bridge” connection, cross-market Broadened cross-border channels will make EBM accessible to
collateral management, etc. more investors worldwide.
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-SSE and its Fixed Income Market
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Overview of SSE Market

FmEiasE
Multi Assets Classes

- {RHITEE : 8.387147T
Outstanding: RMB 8.38tn

- RRZEH : 2175127t
Trading Vol.: RMB 217tn

- I8 : 3.9512555T , £IKEAMU
Market Cap.: USD 3.9tn, World No.4

* FR3ZEH : 6.1512557T , &6
Trading Vol.: USD 6.1tn, World No.6

- IPOREEER : 131.512350 , £BKEE4A
Fund Raised by IPO: USD 13.15bn,

[
Equities

fiT<Em
Derivatives

- ThiE : 4694(Z7T
Market Cap.: RMB 469.4bn

- A& : 7.251Z5T
Trading Vol.: RMB 7.2tn

- EEISETFm
Cross-border ETFs

* BMABPIEAI : EUESOETFEAY
SSE 50ETF Options debuted in 2015

- B3RS EE - 1797.7127¢T
Trading Vol.: RMB 179.77bn

o

¥/~ ESWET LM

SHANGHA] STOCK EXCHANGE

ECIFEBAE

Continued Reform and Innovation Endeavors

- #EhFIGURR | SEHEEMRE!
< Launching the SSE STAR Market and piloting the
registration-based IPO system

- IRIMVZZFTEEAEE : iFBiE. iPCiE. PEETFEE

Interconnection with overseas exchanges:

v" SH-HK Stock Connect (2014)
v" SH-London Stock Connect (2018) 4
v ETF Connectivity (2019) 4

- ENS5EIFZZFMTIGEE | EmiEERS (I
FEE3z S R IR )

Actively taking part in the international
’4 exchange governance and cooperation

Taking the lead in formulating the ‘Principles for
Sustainable Exchanges’ at the WFE Board of
Directors Meeting
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Development Updates of SSE Bond Market

L3PRfRFRITIER
Issuance Amount of SSE Bond Market
4 OE{ZJTE RMB tn

3.0 0.03

20 09

1.0 . .

0.0 x x x x

2015 2016 2017 2018
B B3RS ABS

ERFRfREHFRBER

oomZT_“ RMB tn Trading Volume of SSE Bond Market

23% 24% -~ 247

m A F)& Corporate Bonds m #1754 Local Gov. Bonds

217

200
123
87
100 63 I
, Ll B

2013 2014 2015 2016 2017 2018

2019 Jan.-

Aug.

32250 Trading Volume —a— 137 5Lt Ratio to total market

2019 Jan.-Aug.

30%

20%

10%

0%

mnwuw

HHANGHN STOLHK EXCHANGE

PRS-t
Products of SSE Bond Market (by Outstanding)
1%

3%

[E {3t Government Bonds

2% 6% .
m 17715 Local Government Bonds

m A3 Corporate Bonds

m {2V Enterprise Bonds(incl. Railway bonds)
m " #15% Convertible Bonds

m B 3CHFIE SR ABS

w B M 4Rt {7 Policy Financial Bonds

[BfRFHIZEREIE

RZFHRTT

Interconnection within the China Bond Market

RENRERTHENE , &I BTEERTIAMR
Issuers: New Administrative Measures for the Issuance and
Trading of Corporate Bonds in 2015

mARITS 5SS  REE BRI BIE

Investors: Extended range of the banks participating in the
exchange bond market

BIFFRSS. BERIEERGSF~RnishinkT. %ItE

Products: Cross-market listing, transfer and custody of
government bonds, policy-based financial bonds, etc.
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Opening-up of SSE Bond Market

R TREUHE

Innovate the Financing Tools

Extendable

B HE19F8R , ERPrAEIEARIT671Z7T , BIT59E;

—i—IBERIT173(27T , Aitl138

By Aug. 2019, SSE 59 Panda Bonds raised RMB 96.7bn;

13 B&R Bond raised RMB 17.3bn.

B iiFeEigEnt  #E19FR  eRTEBAERKRI01RA, KEABS184R
RITRWEE1592{Z7T ; SBETFF=RIR , m{EE18{Z7t , ZEIgE43R
By Sept. 2019, SSE 101 Green Bonds and 184 Green ABS raised RMB 159.2bn;
9 Green ETFs market value: RMB 1.8bn, 43 Green Indices

B BN TESERFEIESZZMEN , SAREIEFRZHLREHELE

BRSEN. Bt ERE

SSE became China’s first exchange to join the UN’s Sustainable Stock Exchanges
initiative, and launched the Green Bond Channel with LuxSE.

@ LS WA R b

SHANGHA STOCH EXCHANGE

RN EE SRR LF

Foreign Investors Debt Holdings in China

= EUHQFIFIRQFIIREE RS , H—SERIEIRIEEFRE

Removed QFII/RQFII quota limits, for full access to the market

2.0 | B{z5T RMB tn 1.7
15 5

1o . 08 0.9

0 0.4

0.0 | : . - l

2013 2014 2015 2016 2017 2018

BE19F8H , LXXATQFI/RQFIIRSEEFFHRAUES25(Z7T . A
SIEEERI0.6%

By Aug. 2019, QFII/RQFII investors hold RMB 52.5bn. (0.6% of the
outstanding balance in SSE)

IBIMEEEE~ERE | BR(553.7%). AFR(523.3%) . A%k
H(156.5%)FIE = SHFIES (157.0%)F

Portfolios of foreign investors in SSE:

Treasury Bonds (53.7%), Corporate Bonds (23.3%), ABS (7.0%)
Hybrid products-Convertible Bonds (6.5%), etc.
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HEXHBESXI/MTRIREE & Laus bt

Prospects of Interconnection and Opening-up

§ H— i LSS TR ERR L
mREREERR 0000 _Deepen the Internationalization of Bond Market

Improve Cross-market Factor Flow within
Domestic Bond market ¢

o

2 HRRIRIMIVEBIR R SRR SRS HIERERE

More channels for FI to enter SSE bond market

~~~~~~~

. R TRIEN . ESESIE SRR
More bonds cross-market listing in the CIBM Interconnection and cooperation between SSE and
and exchange markets overseas exchanges
- BITIESE5R SRS HIAEFI R - RIRITESRIEGRRAT
Improve the convenience of banks’ participation Encourage the issuance of panda bonds
in the exchange bond market - . .
J - ERERGRSEEQABRELHN LR ESEEH
- IRAEMSEEIKEE Promote progressively the index inclusion of China

Interconnection among infrastructures onshore bonds, incl. corporate bonds



Contact us

Website: http://www.sse.com.cn/
Email: globalbusiness@sse.com.cn
Tel.+86-21-68808888

Disclaimer: This presentation is for reference only. Shanghai Stock Exchange does NOT guarantee its accuracy. Information or data mentioned in
this presentation shall NOT be viewed as investment recommendations.
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China’s Bond Market At A Glance
¥ E AR T G

The World’s 2" Largest Economy and 2" Largest Bond Market

HRF_KREFHRFE_REET S

China Is The Second Largest Economy In The World (2018) China’s Bond Market Is The Second Largest In The World By The Amount

B AR = X 2 5K (20185) OQutstanding (Q4 2018) ¥ Bt # 7 H ARz EH R £ — Q0185 £ WER)

1;_5{12 ;;n USD Tn

0.4 73
20
s 14.1 20
15 12.9 124
10
52 10
42 57 45
0 1 1 1 1 1 1 1 1 1 J 0 1 1 1 1 1 1 1 1 1 ]
Us CN P DE UK  FR IN IT BR  CA UsS CN JP UK FR  GE IT CA NL SP

Rapid Growth In Chinese Credit Bond Volume (2008 - 2018) The Share Of China’s Bond Market In Asia Pacific Ex-Japan Has Been Increasing

B 43 B A A AR Bk 3 K (2008 - 2018)

(2010 - 2018)F B4 477 % £ 2 X (% B 2) 03 A8 L2010 - 2018%F)

AR 32.50
35 29.07 T 80% . 67.1% 703% T18% T73.5%
;g 23.83 qov, | S63% 543% 55.6% S80% 60.3%
0
20 14.62
1 40%
10 420 a4 8
5| 108 198 190 277 ™ . 20%
0 - T T T T T T T T T T ] 0% - T T T T T T T T \
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2010 2011 2012 2013 2014 2015 2016 2017 2018
Source: IMF, BIS, CICC Research
CICC
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The Increasing Opening-up of China’s Bond
b EAT T % B &I

Milestone Events

PAEREH

o= %o
A= LB A ﬂ }ﬂ /\ R‘ P Allow three types of overseas institutions to invest in the China
SKsPEEN T B ARAT A AR interbank bond market: (i) Foreign central banks and monetary

< :; SMEl ‘f AR ﬁ‘f&@:f ’Tj R :;?(Olﬁt)lecsr’c’ilsl_)bﬁfgg fﬂgﬂ:ﬁigﬁzﬁf ir;g:iniﬁn%::fsMacau; ~ Allow offshore central banks to enter the interbank foreign exchange market
(&%é&ﬁ?}t’ré‘j%‘“%lﬁjiﬁﬁ Liias be s | A K R AT AL BE A ARAT I SME T
AR ff’ —‘Hf % HAT W % A QFII, RQFII with certain quota _ Allow various types of foreign financial institutions and their investment products to enter the interbank bond market
R 25 55 B AT S EEMORT. ROFTT | S hit s R BRI AL A E P RTORE %, UARERS, BEEE. MKEEFRFRITMGT
SR A TR, Rimo;iﬂuma, invzstmem ;cope was ¥ ' g];v:lv;fﬁ%i t;;pge]? &f ;t;(nfii %n }:]n;]/\esl:tors ;0 Sn@eg ;he domestic foreign exchange derivative market
b 4 ST i B8 extended to spot and repurchase ‘ ST SRS A AT A Su T
W3¢ & ¥T & T O transactions of bonds, bond lending, bond y. . . " "
ZEHAMBATEEIBEE  forward, interest rate swaps and forward = Launch of mutual bond market access between Mainland China and Hong Kong SAR ("Bond Connect")
A&, FAE I, fiy  rate agreements. y, b E R AR AT R E AT S EB (R ARE ) B
FAENE . AR E, — & f Officially accepted the registration of overseas rating agencies.
FIFE B, TR F X 355 B 3R AR 3R T R A R AE R IR L 4
FR Y T AT RERT f . . .
;fli;%ﬁ A Saate Bond Connect fully realized RDVP (RDVP: Real-time delivery-versus-payment)
T GARA®REAT KKK
Enterprise income tax and value-added tax on interest income of domestic bond market invested by
overseas institutions would be temporarily exempted for 3 years.
st BLIMUA I I A B AR T 9 BRAF A RARAL BN, AN e PR AL AR AEAL, BORH
ST
Bond Connect Launches Bloomberg Access
MABBEADELSHFE
Chinese Bonds included into Bloomberg Barclays Global Aggregate Index
 PEGAMABEE LK ARG AR
SAFE cancels investment quota limitation of QFII. RQFII
CICce SNC B BUEQFIL. RQFIIAZ 747 & [ 41
s . . . , . I
g — Chinese government bonds are included into JPM’s GBI-EM Global Diversified mglex

JEAR KB B AT 44 5B B BUR R AN L GBI-EM A 3K % L1354k



Foreign institutions have invested more actively in the Chinese bond market this year

SEFI A BN T BT AR

On Sept. 4t 2019, JP Morgan GBI-EM Global
Diversified Index announced the inclusion of

Chinese government bonds in its Index, which is 4000 AR T BARRD BT

the second major international bond Index to 3500 RMB. 100 Mn. Trading volume of Bond Connect
include Chinese bonds after the Bloomberg 3000

Barclays Index in April. 2500 k-

2019579 A4 0 BAR KRB A HKA AT % 5 2000 |

fit %454 (JP Morgan GBI-EM Global 1500

Diversified Index) = 7 R NE4E 1000 +
ok, IARBASFAAGMNSIEEC R ER 500 |

CHG, B B EMANE 2R R 0 , , , , , , , , , , , , , , , , , ,
i F A # 2018Q1 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 Aug-19

Next up is FTSE Russell, which is scheduled to

anno.unce. its decisions to add Chinese corporate 4] A HE F RIS RKE , % M ANTAE EH
credit to its World Broad Investment-Grade

Bond Index. 600 MALAR

The Inflow of Foreign Institutions Increased Significantly After Entering the Bloomberg Barclays Index

o a RMB, 100 M. HEN
T—AFEBMAARTHFG 2 G T F 45 500 ! Net purchase
B, EABRTIEAE EN Bk K o
~ 400 |

300

200

100
0

2018Q1 Apr-18 May-18 Jun-18 Jul-18 Aug-18 Sep-18 Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19

Source: Wind, CICC Research # 4tk % : 7 /%, + & BEHKHR

CICC
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China’s Green Bond Market At A Glance (1/2)
B & &A% R T % — I (1/2)

B China was relatively late to join the burgeoning green bond market, with the People’s Bank of China (PBoC) and the National Development and Reform Commission (NDRC) each published its
green bond guidelines in December 2015, and China’s first green bond deal took place in 2015. Since its first such deal, China’s domestic entities have issued nearly USD 120bn green bonds in
total, second only to the US.

B P ERAZEGET AR, P EARBRIT(PBoC)AE A&k 4 R ANDRC)T2015F120 A4 T L eh 5455, PEHOBELELZEHREAS T20155447. a6 —%£
FEFAERITAR, PEEALLERITT EHHI200CETHFENL, 2FHRE=. RAT£HE.

China’s Green Bond Market Is The 2" Largest In The World By The Amount Issued in 2018 China’s Green Bond Market Is The 4" Largest In The World By The Amount Issued in H1 2019
HR018FWH RATEHF, TEREHRTIARGEELRE = B20195 LXFHXTEHE, FPEGREGETHIEELRET
USD Bn. USD Bn
Thkr 2.8 Thxz Chinese green bond market saw a 62% surge in H1 2019 — the USD 21.8 bn worth of
45 - iy The total amount of green bonds from China reached USD42.8bn in 25 green bonds from China represent a 62% surge yoy. However, only 49% (or USD 10.7
40 - 2018; however, among which USD11.6bn has been excluded in 20.5 bn) is in line wi{h international green bond definitions. )
11.6 \ accordance with CBI Green Bond Database Methodology. 20 | B 4R E AR B A20195 EFFHH62%: P E2L AR EMFRILHR
35 Internationally-aligned green bond issuance from China in 2018 was 16.0 62%, - F49%(KR10712 % L) & B IR AR F 2t 2 E AT K09 2 Lo
30 - USD31.2bn. ’
20185, TEZEMBFER LD 0280 EA;2R, RECBIGEESK 15 | yZi
259 KHABEWOTEH X, TP 161CE RAHR L& IEE LI, 11.4
20 - Yo, BBERIRE, 201845 F B EMENKTARAIIALE L 0 10.7
15 - 34.1 31.2 6.4 5.9
10 A L 3.7 3.5
| 142 > 30 22
M F% 62 |6 58 @8 o a B NN
usS CN FR GE NL BE SE ES CA AU US FR NL CN GE SE CA ES IT PL
Source: CBI. China Green Bond Market 2018. Source: CBI. China Green Bond Market Newsletter HI 2019.

Note 2: The total amount of green bonds from China reached USD21.8bn in H1 2019. However, USD10.1bn has been

Note 1: The total amount of green bonds from China reached USD42.8bn in 2018. However, USD11.6bn has been excluded in accordance with CBI Green Bond Database Methodology. Internationally-aligned green bond issuance from
excluded in accordance with CBI Green Bond Database Methodology. Internationally-aligned green bond issuance China is USD10.7bn.

from China is USD31.2bn. This figure includes USD30.9bn issued by Chinese issuers on both domestic and overseas
markets, and USD208m green panda bonds issued by Hong Kong issuers.

CICC
rhEaa 4



China’s Green Bond Market At A Glance (2/2)
T EEERETH—I(22)

B Chinese green bonds are used primarily to finance infrastructure projects and energy;

PEZEH EERTAMREEIRA B ARRMXAE ;

M Financial corporates remained the largest issuer type with 41% (USD 8.9bn) of the overall issuance in H1 2019. Non-financial corporate is the 2" largest
issuer type with 34% of the total issued amount in H1 2019, up 6% from H1 2018. Issuance from policy banks, government-backed entities and ABS
totaled 25% of the overall issuance in H1 2019. & &> A5 K £ x K89 KATA XA, £E2019F LFFRATEZ8941% (891 () . dFearblk i
FIRRATARA, BERITEN34%, LEFRMEKRO% . BRMRIT, B LHMAM A EABSKITE 520195 LFF R47 82 4925%

B Most Chinese green bonds are issued domestically. Specifically, 48% were placed on the China Interbank Bond Market, followed by listing on the
Exchange Market with 37% of the H1 2019 total.
KEH P EFEMRAESLAT I KT BRI, 20195 LFF RATEF0948% 4 F BARAT MG R T 9 AT, 3T%ER 5 P KAT

Listing Market of China’s Green Bonds & Use of Proceeds of China’s Green Bonds in 2018 2018 K * B &fihkTH AR E T L A%

Listing Market of China’s Green Bond Use of Proceeds 2018- CBI definition
Issuances, 2018 2018 E R EMFEE K2R R-CBIE XL
2018‘#‘}%‘# Q gi é&'fﬁ_ﬁ‘ﬁ"‘% Land use /& Adaptation ¥
kgt A EARZEAL Industry Tk
Stk A 3% 0%
Waste K %4 Transport 1
8% B 5 AR
Offshore % 33%
23% Gfeer; [ll’gnda Buzgin s 15
G E A 1% o
Onshore
2760 Water 7K
ER16% — § 12% ’
Energy =T
ciccC A g

th g4 a) Source: CBI. China Green Bond Market 2018 28% 5



China’s Green Bond Innovation and Recent Policy Development

FE & EAHF I L AHBR L&

China’s First Green Muni Bond was issued by Jiangxi Province in June 2019 (bond abbr. “19 Jiangxi 14”), which raised ¥ 1.25bn and funding is planned to be used in utility
tunnel project.

PEEIRETEREFME TH L T201956 7 L4T (rARAR “19:214” ) , REI125CAANR TR T & EE 142,

Term Sheet of “19 Jiangxi 14”, China’s First Green Municipal Bond ¥ B % X% & F X+ R4 “19: 28147 X REHR

¥ 19 Jiangxi 14
Bond Name 524 | 501924 ir m K i #f R EFHETHE (—I) - 20195 i1 8 4 BT £ T A (L3)

Issuance Size X ATHAE RMB 300 mn. 3fCOARK T
Tenor #f 30 Years 3045
Coupon Type #]F (8 Fixed-rate B & #|%

Closer international collaboration to promote green initiatives £ % 5% # B FR &-4F YA 3F 2% .48 L

B In November 2018, the China Green Finance Committee (GFC) and the City of London jointly issued the Green Investment Principles for the Belt and Road in London,
calling upon all signatories — large financial institutions and companies in many countries — to adopt them; 2018F<F11 1, T EH&#kF 24 e et L E R4 (OF
GeR) B eBRERSEAMERRIFARLT (—F—5%" FERTRMN) , A5 “—i—5%" QL REBMM Ak BB K AFFE 5o

B PBoC Shanghai supported the launch of the “Green Panda Bond Handbook™ to support and facilitate international issuers’ entry into the Chinese green bond market.
FEARRT L (RERBTEE) A, ABIATALRRRAATART R EERAREY T HdE.

PBoC Released Notice to Support Green Financial Reform and Innovation Pilot Zones to Launch Green Debt Financing in the interbank market, based on the green
bond endorsed project catalogue. The notice supports enterprises operating in urban infrastructure development sectors to use green debt financing tools such as green bonds
and green ABS. The NAFMII will open a green channel to facilitate the service.

FERARBITAAN (XTARRELBAFANREERLATREHMFRT TLGEL) @@ ARITRTHRITH, Fo (FREMAXHAED BX) K. 32U
I K AR T AR R R DL G EM et TR, FER S IHZHF. RHPABEAARBREAN DL RTHE M St TAF L ERE, miREMRS.

CICC
rhEaa 6
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China Green Bond Market H1 2019

= Working capital/General needs
* Not aligned

s |nsufficient information

—~———

Shenzhen
Stock

_ SHCI Working capital/General needs

4E 13 ” o
Shanghai 5t * From “pureplay” issuers

33 * Chinese regulation allows a certain percentage for
general corporate purples

Not aligned
» Clean coal
T e irduibank Band » Energy efficiency improvement on fossil fuel assets
Market
48%

Source: China Green Bond Market Newsletter H1 2019, Climate Bonds Initiative (CBI) 1 PUBLIC



Green, Social and Sustainability Bonds / Loan Market

Green Bonds

- Used for environmental benefits, aligned with

Green Bond Principles (GBP)

Green Loans

- Used for environmental benefits and aligned

Social Bonds

- Used for social benefits and aligned Social
Bond Principles (SBP)

-

Social Loan

(may happen in future, but not available as of

~

J

with Green Loan Principles (GLP) now)
Transition Financing options
*2018 Green Bond Principles: https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
2018 Social Bond Principles: https://www.icmagroup.org/green-social-and-sustainability-bonds/social-bond-principles-sbp/ 2

2018 Guidelines for Sustainability Bonds: https://www.icmagroup.org/green-social-and-sustainability-bonds/sustainability-bond-guidelines-sbg/
Green Loan Principles: https://www.icmagroup.org/.../Green.../LMA_Green_Loan_Principles_Booklet-220318.pdf

Sustainability Bonds

- Used for environmental benefits and aligned
with both the GBP and SBP

-

Sustainability Loan

(may happen in future, but not available as of
now)

\_

\

J

Sustainability/ESG Linked options

Sustainability Linked Loans

- Margin of loan is linked to the

ESG/Sustainability score of the company




China Construction Bank h @ RIS RS
China Construction Bank

Green, Social and Sustainability Bond Framework and External Review

I. Use of Proceeds categories Il. Project Evaluation and Selection

Eligible Green Projects: Eligible Social Projects: Green and Social Projects are proposed by business

lines, branches and subsidiaries within CCB
L) Sustainable Water and Wastewater Management .
1 Renewable energy 1 Employment generation

water saving and the use of unconventional water,
and construction and maintenance of sustainable
clean water and/or drinking water infrastructure, and

|

Establishing a “Green, Social and Sustainability Bond
Working Group” (“GSSWG”) composed of relevant
providing social finance solution departments of the head office
to enterprises and individual

the production and transmission of
renewable energy, and the infrastructure
construction related to renewable energy

2 sewage treatment and recycling Projects proposed in the first stage are reviewed by the
nergy efficienc ' '
= 4 6 Green building v)) Affordable Basic Infrastructure GSSWG in accordance with the GSSBF

energy saving and emission reduction

|

|

Establishing a list of Eligible Green and Social Projects to

. . new construction and major renovation of old or new indemnificatory housing facilitate reporting. The GSSWG is responsible for
3 Pollution prevention and control buildings that have or will receive a international programme, and basic rural living - porting. . por
: : - et o providing bookkeeping and tracking for Eligible Green
pollution prevention and environmental standards certification facilities

and Social Projects and to ensure information and data

restoration projects Environmentally Sustainable Management of 3 are accurate

4 Clean transportation 7 Living Natural Resource

natural ecological protection, ecological restoration,

Access to Essential Services

|

The GSSWG will meet once a year to review the

. ; . : : ; education, medical infrastructure allocation of funds raised by GSS bonds to ensure

rolling stocks and public transport vehicles, ecological agriculture and animal husbandry, : Ao X X L . .
o gy 1 e i sustainable forestry development, disaster emergency construction alnd career training appropriate allocation to Eligible Projects, and to assist
; oan with reporting
prevention and control
lll. Management of Proceeds IV. Reporting External Review by EY
The proceeds of each GSS bond will be deposited in the general funding accounts. CCB will publish a Green, Social and Sustainability Bond Report (‘GSSBR”)
on an annual basis. GSSBR will contain information on allocation and

CCB will maintain a register to keep track of the use of proceeds for each GSS bond. “Nothing has come to our attention that

The register will contain the following information including: I causes us to believe that the assertions in
Type of Funding Transaction Allocation Reporting tl}e 'I?escrcllptlor: on tthe uTe ?nﬁ m:dnag:emtelz n;
Key information includes issuer/borrower entity, transaction date, number of The aggregate amount allocated to various Eligible Projects gng i?;sremzytignojdeigclz\;irueaaﬁ d fe o?t?necc;?
transactions, principal amount of proceeds, repayment or amortisation profile, maturity The remaining balance of funds which have not yet been allocated and type the bond i n ) fth %h'n 9
date, interest or coupon, and the ISIN number in case of bond transaction of temporary investment € bond Issuance process of tne Lhina

Construction Bank’s 2018 Sustainability
Bond are concerned, in all material respects,
does not meet the criteria as set out in the
Green Bond Principles 2018, Social Bond
Principles 2018 and Sustainability Bond
Guidelines 2018’s pre-issuance requirement”

Allocation of Use of Proceeds Eiglzs o Elglil Pl

e Name and description of Eligible Projects to which the proceeds of GSS bonds
have been allocated in accordance with GSSBF

e Allocation of the proceeds of GSS bonds to Eligible Projects

e The balance of unallocated proceeds

e Information of temporary investment for unallocated proceeds

Impact Reporting
Where possible, CCB will report on the environmental and social impacts of

the Eligible Projects. Impact indicators include but not limited to: KWh of
power saved per year, amount of water saved.

Source: 3
CCB Green Social and Sustainability Bond Framework
Assurance Report by EY: http://en.ccb.com/en/newccbtoday/20180910_1536566325/2018910160108986995.pdf



Modern Land (China) Company Limited
USD300 million Reg S 12.850% 2.5-year New Green Notes and Exchange Offer

1
1
1
|
1
1
J

I 1
I |
I |
I |
1 I 1
Total USD500m L ] Remaining :
g’(;;sg's"goﬁr;gn/" | : Total USD300m USD404m 6.875% :
- 1 | | new 12.85% 2021s 2019s bond I
1 I || USD204m Green bond |
1 I || New Money 1
| I 1
v I I
LBefore (Non Green bO"d): | After (Green bond + Non Green bond) I
——————————— G o e e e e e EEE R R R e REE RN RN REE RN REE EE SEE SN GEE GEE GEE SEE GEe GEE EE SEE GEe GEm GEm e e e e e e e e e e e )
Summary of Terms and Conditions Investor Distribution (%)
Issuer: Modern Land (China) Co., Limited (1107.HK)
Subsidiary Guarantors: Certain non-PRC Restricted Subsidiaries of the Issuer
Issuer Ratings: B2 (Stable) / B (Stable) (Moody’s / Fitch) By geography By type
Expected Issue Rating: B3 /B (Moody’s / Fitch)
E . Reg S only, Registered Form, Category 1 (to be consolidated immediately and
ormat: . - .
form a single series with the Exchange New Notes)
Status: Fixed Rate Senior Notes
New Money Size: US$ 203,797,000
Total Notes Size: US$ 300,000,000
Tenor: 2.5-year
Coupon: 12.85%, S/A, 30/360
Reoffer Yield: 12.70%
Reoffer Price: 100.313 B FM/AM(74%) - Bank/FI(17%)
Green Bonds: The Notes are being issued as “Green Bonds” under a Green Bond Framework m Asia(96%)  Europe(4%)
Second Opinion Provider: CICERO, 3E Institute of Tsinghua University PB(9%)
HSBC Role: JGCs, JBRs & JLMs




Modern Land (China) Co., Limited
Green Bond Framework

MO
MA

Use of Proceeds

Second Party Opinion Provider

The proceeds of Green Bond will be used exclusively for the financing or the re-financing of “Eligible Projects”, including without limitation, the refinancing of existing debt in relation to such projects.
"Eligible Projects" refer to projects funded, in whole or in part, by Modern Land that promotes the transition to low-carbon and climate resilient growth as determined by Modern Land. Eligible

Projects target climate mitigation and include investment in the development of sustainable properties.
Eligible Projects are any project that fulfils criteria 1 and 2 below: (1) Environmental certification; (2) Energy performance data.

Green Eligible Projects: Green bond reporting

FUND ALLOCATIOM REPORT (A5 AT 31 DECEMBER 2018

~Environmental certification:
Commercial and residential buildings new construction and renovation projects that are environmentally certified in accordance with any one of the following selected certification systems:

v New construction or renovation of existing buildings
4 Chinese Green Building Label (minimum certification “2 Star” for Green Building Design Label or Green Building Operation Label)
4 LEED (minimum certification “Gold”)

JEnergy performance data:

Such data shall be anticipated by the management team before project completion. Data should be evidenced through 3™ party energy reports as soon as practicable following the completion of
the relevant project. Such energy saving / performance data shall provide at least:

v For new construction of buildings
@ the project needs to have at least a 15% energy performance improvement
v For renovation of existing buildings

¢ 30% energy performance improvement, depending on location and other justifiable building benefits

Process for project evaluation and selection :

1)  Eligible Projects are selected by the Modern Land Treasury department together with the Green Building Research and Development department
2)  Modern Land will review Green Building certification and energy performance data for its projects.
3)  Modern Land may commission a qualified third party to determine eligibility for Modern Land Green Bond

Governance Management of Proceeds:
. *  Modern Land will establish a Green Bond eligible investment Register for the Green Bond(s) issued, which contain information including:
Process for project 1. Green Bond details: such as ISIN, issue date, maturity date, principal amount and coupon.
evaluation and 2.  Eligible green investment project list: information including:
selection and »  Confirmation that earmarked projects conform to Modern Land Green Bond Framework
* Member within Modern Land (China) Co Ltd group that owns the project
Management of «  Environmental certification (including source and date)
proceeds «  Energy Performance data (including source and date)
*  Project location
*  Amount of investment (state currency)
«  Date of investment
*  Progress / construction status

Modern Land will provide an annual update report including (if applicable):

Details of the Green Bonds issued including details such as ISIN, issue date, maturity date, principal amount and coupon.
Confirmation of aggregate amount of proceeds earmarked to Eligible Projects;

The remaining balance of Green Bond proceeds yet to be earmarked;

A list of Eligible Projects earmarked to be funded by the proceeds of the Green Bonds; and

A selection of more detailed project examples (where competition and confidentiality considerations allow)

5

Reporting
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Source: Modern Land (China) Co., Limited - Green Bond Framework. Link: https://www.modernland.hk/en-us/index.php?g=&m=read&a=index&id=672
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Disclaimer

IMPORTANT NOTICE

By accepting this document, the recipient agrees to be bound by the following obligations and limitations.

This document has been prepared by HSBC Bank plc (including, where relevant, its group undertakings and affiliates, “HSBC”) for the purpose of providing information solely to the addressee.
This document is for the exclusive use of the person to whom it is provided by HSBC. The recipient agrees to keep confidential at all times this document and any information contained in
it or made available by HSBC in connection with it. It should be read in its entirety and shall not be photocopied, reproduced, distributed or disclosed in whole or in part to any other person

without the prior written consent of HSBC, nor should any other person act on it. This document is proprietary to HSBC and the recipient agrees on request to return or to destroy this
document and all other materials received from HSBC relating to the information contained herein.

The information contained in this document has not been verified, approved or endorsed, or independently verified, by any independent third party. No responsibility or liability is accepted by
HSBC or by any of its directors, officers, employees or agents in relation to the accuracy, completeness or sufficiency of any information contained herein or any other written or oral
information made available by HSBC in connection therewith or any data which any such information generates, or for any loss whatsoever arising from or in connection with the use of, or
reliance on, this document and any such liability is expressly disclaimed. In particular, but without limitation, no representation or warranty, express or implied, is given as to the
achievement or reasonableness of, and no reliance should be placed on, any projections, estimates, forecasts, targets, prospects, returns or other forward-looking statements contained
herein. Any such projections, estimates, forecasts, targets, prospects, returns or other forward-looking statements are not a reliable indicator of future performance. Nothing in this
document should be relied upon as a promise or representation as to the future. HSBC gives no undertaking, and is under no obligation, to provide the recipient with access to any
additional information or to update this document or to correct any inaccuracies in it which may become apparent, and it reserves the right, without giving reasons, at any time and in any
respect to amend or terminate the proposal(s) described herein.

The recipient is solely responsible for making its own independent investigation and appraisal of the risks, benefits and suitability to and for it of the products, investments and transactions referred
to in this document and the issue of this document shall not be regarded as creating any form of advisory or other relationship. HSBC is not responsible for providing the recipient with any
general financial, strategic or other specialist or technical advice, including legal, tax, financial modelling, regulatory, investment, accountancy or audit advice, and the recipient should
make its own arrangements accordingly.

HSBC may (in various capacities) have positions or deal in transactions or securities (or related derivatives) identical or similar to those described herein.
This document is for information purposes only and does not constitute or form any part of any (i) invitation or inducement to engage in investment activity, (ii) offer, solicitation or invitation by
HSBC or any of its directors, officers, employees or agents for the sale or purchase of any securities or other investments described herein or (iii) commitment to underwrite, purchase or
subscribe for any securities mentioned herein.

This document is directed only at, and made only to Professional Clients or Eligible Counterparties within the meaning of Directive 2014/65/EU on Markets in Financial Instruments (as amended)
(“MIFID 11"y and is not intended for distribution to, and must not be passed on to, any retail client, including any “retail client” within the meaning of MiFID Il. This document is also not
intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution would be contrary to law or regulation.

HSBC Bank plc is registered in England No. 14259. Registered Office: 8 Canada Square, London E14 5HQ, United Kingdom.
HSBC Bank plc is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.
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AREHE

Effective

Management

Follow-up Evaluation
& Report

Use of funds
Projects
Environmental
Benefits
Environmental Risk
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iGreenBank

T

Green Finance Bond of Shanghai Pudong
Development Bank Co., Ltd. (SPD Bank) in 2016
(RMB 50 billion)

* Energy conservation

* Pollution prevention and control

e Resource conservation and recycling

* Clean transportation

* Clean energy

* Ecological protection and adaptation to climate
change

* Coal Saving : 1,000,000t+

* GHGs Reducing: 2,500,000tCO, e+
* COD Reducing: 100,000t+

* NH;-N Reducing: 15,000t+

e SO, Reducing: 10,000t+

* No, Reducing: 3,500t+



BRI

Positive

Innovation

Higher efficiency
Lower cost

More green bond
issuance

Better
management

Green Bond Issuer
Certification

* High green income

* Strong corporate
governance

* Significant
environmental benefits

* Excellent
environmental risk
management

\( e

Guangzhou Metro

1 Certification
N Issuances

iGreenBank
Green Fintech

Fund management
Project identification
and classification
Environmental benefit
accounting
Environmental risk
management
Statistics and reports

¥ A GREEN Al ENGINE
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Expanding

the market

iGreenBank

Set up : i
unified standard Incentive Policy
Green Industry e MLF
Guidance Catalogue * Guangzhou City (one
2019 (NDRC & PBoC) of the National Green
Green Investment Finance Pilots)
Guidelines (for trial e Jiangsu Province

implementation)
Green Bond Support
Project Catalogue

Connect
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SHENZHEN

I Green Bond Principles o f‘,

CK EXCHANGE

In April 2016, SZSE took first step in green fixed income products and continuously improved the green

bond rules. These efforts promoted the construction of the green products sector and provided an

effective channel of direct financing for issuers from green environmental protection industries.

Use of Proceeds

Vetting Process

Green Bond issuers need to deploy the entire proceeds on Green projects,
repayment of the Green project loans or develop Green business.
Green projects definitions refer to Green Project Catalogue released by

Green Finance Committee, China Society for Finance & Banking

Letter of commitment for raising funds for green projects should be included
in application materials

The relevant content of the green project should be included in the
prospectus

Green identification by third-party professional organizations is encouraged

Dedicated staff is responsible for the vetting process which offers a fast
passage to Green Bond issuers.
All the green bonds will be specially labelled as “G” in the bond code.

Further tax incentives or subsidies may be granted in the future.



I Size of Green Bond Market RYIGES R r’

SHENZHEN
STOCK EXCHANGE

Green Green

overnment Corporate Green ABS
Bond Bond

Issuers: Issuers: Securitized Assets:
m Local Government m Companies invested in B Waste incineration power
green projects or belong generation
to green industries B Wind Power, etc
Number of Issuance: Number of Issuance: Number of Issuance:
m 44 bonds have been issused m Approved: 23 bonds m 19 ABS products
for green projects such as m Issued: 19 bonds

environmental protection

Offering Size: Offering Size: Offering Size:
m 22.03 bn in total m Approved: 39.15 bn m 22.97 bn in total
W Issued: 14 bn



I Green Finance Cooperation
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Be a member of GFC

SZSE is a member of the Green Finance

Join UN Sustainable Stock

Exchange Initiative

On 3 December 2017, Jianjun WANG,
General manager of SZSE, announced
that SZSE formally became the 67"
Exchange of UN Sustainable Stock

Exchange Initiative.

Committee, and has participated in the
establishment of the Shenzhen Special Economic
Zone Green Finance Committee as a member of

the Board of Directors.

FYIES 2B 7
SHENZHEN

STOCK EXCHANGE

N\

Be a Member of AFCA

SZSE is a member of the Asia Financial

Cooperation  Association  Green  Finance

Cooperation Committee

\(. C
/(# AFCA

EmEE TR

green bond index

Luxembourg Stock Exchange(LuxSE) and the
Shenzhen Stock Exchange (SZSE) partnered in
2017 to launch the first green bond index that
synchronously displays quotes in China and
Europe. The new index series track the
performance of labelled and unlabeled Chinese

green bonds used to finance environmentally-

friendlv proiects.
‘ AURL Oy




I Green Fixed Income Product Information Link

A YIE %32 5 PR 7
SHENZHEN

STOCK EXCHANGE

On 27t March 2019, Shenzhen Stock Exchange and the Luxembourg Stock Exchange officially

launched the “Green Fixed Income Product Information Link” to display information of green corporate

bonds and green ABS listed on SZSE through the official website of the LUxSE.

HunanPrExprir 4,9% 24/01/2021

2637119

HunanPrExprGr 5% 26/10/2021

26/03/2019

ol )

26/09/201%9

26/09/2019

-

Information Platform | Attract International Investors Lower the Cost

« Official website of LuxSE - Providing efficient and transparent

shows simplified information channels for international investors

and closing prices of the

green bonds listed in SZSE

to obtain green security information
in SZSE, attracting them to enter

Chinese bond market

* These efforrts will improve
the international reputation
bond
the

of Chinese green
issuers and reduce

issuing costs



I Development Outlook

Lower the cost of

green bond

* Appeal for lower cost
of financing by fiscal
discounts, income tax
incentives, etc.

Promote the linkage

and integration

« Continue to open the
exchange bond market

* Promote consistency
with foreign green bond
standards

« Reduce the threshold of
crossborder identification

ZEYIESF 32 5 P r’

SHENZHEN

STOCK EXCHANGE

Improve business
rules

Optimize the issuance
documents

improve the quality of
information disclosure
Adjust relevant rules
timely according to
market changes

Push forward
product innovation

Research on corporate
bond or ABS based on
environmental rights
Combing and
screening qualified
projects to expand the
scale of green “Panda
Bond”



State of the Market

Recent development of Global Green Bond Markets
and implications for Asian markets

ASEAN+3 - 32" meeting - Shenzhen

Shenzhen, 17t October 2019
Cedric Rimaud, CFA
ASEAN Program Manager

Climate Bonds Initiative

Climate Bonds k=1 = FoX E
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The Climate Bonds Initiative

We are an investor-focused NGO mobilising debt capital markets for climate solutions.

Policy advisory

* Policy models and government advice

* Efforts in emerging markets to grow issuance REE Bonps

* Green innovations e.g. securitization, covered bonds, Islamic Finance °"J_.Lc‘“"""""'"

Climate Bonds Standard & Certification
* Definitions for investors and guidelines for bond issuers
* Assurance through certification

Market intelligence

* Green bonds data base, feeding indices Climate
e State of the market report, global and regional Bond
Certified

Capacity building
* Developing expertise to issue, invest in and underwrite green bonds

Climate Bonds =l = R X E



Green Bonds are growing fast globally

USD bn
ik ZRL g
USD bn

USD bn |

ABS $81
Financial corporate
Non-financial corporate .
Development bank
Local government USB B
S':)t\i/;mment—bached U;g;n $41.8
Loan — -
Sovereign USO b

usobn D115 .

o 2

s

2012 2013 2014 2015 2016 2017 2018 2019
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Green Bonds are growing everywhere in Asia

Asia-Pacific cumulative green bond issuance

Cumulative green issuance to end June 2019

g South Korea USD6.7bn
india  Ber A0
USDE1bn SR 5 #— Taiwan USD1.0bn
China HK USDS5.7bn

- B—L Vietnam USD27m
- Wau USD1.2bn
Thailand USD62Tm

Malaysia USD10bn
Singapore USD2 6bn

Fiji USD49m
Australia
B usD10bn+
New Zealand
I uso1-10bn USD17bn 8
= UsSDO-1bn '
Sovereign green bond /
Source: Climate Cli Bonds

e . .
Bonds Initiative @ O . l



Green Bonds in ASEAN

Green bond issuance in ASEAN by issuer type

4.5
4.0 B Loan
as B Sayerelgn
Total Issuance in ASEAN 2 3.0 m Local Gove mment
5,000 £ 23 B Government-Backed Entity
4500 5 2.0 e velopment Bank
4,000 L5 | Non-Financial Carporate
3500 1.0 . & Financial Corporate
0.5
3,000
2,500 o0 N -
2,000 2016 2007 2018 2019
1,500
1,000 . Green bond issuance in ASEAN by use of proceeds
SO0
4.5
_— 4.0 - = Linalloc. AR
2016 2m7 2018 2019 .
| — S
3.5 - =i
== m Industry
3.0 =
I = Land use
e L5 = p——
= | = Waste
5 1.0 I
S 15 | | Water
Source: Climate Bonds Initiative = — el N« Tianspont
1.0 — —
Buildings
0.5
Energy
0.0 “8

2016 2017 2018 2019

@0 @4



|
Who gets involved with green bonds?

The issuer, its clients and its suppliers
e Greening the supply chain
* Using green as a differentiating marketing tool to increase available market
The issuer and its advisors
e Auditors
e Third Party advisor: CBl-approved verifiers
e Board & Regulator approval
* Rating Agency
The investment bank as arranger and underwriter
e Access to investors
* Rating advice
* Book-building and Pricing
e Secondary Trading
The investors
* Non-deal roadshow: an opportunity to gauge investment appetite
* Multilaterals (ADB, IFC, AllIB, etc.) can be anchor investors

Climate Bonds k=1 = ol
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How to issue green bonds?

Extra steps for issuing a green labelled bond

* Define Green/Social/Sustainable Bond Framework

* Identify projects and assets to be associated with the bond

* Putin place project selection process and select eligible projects
* Set up accounts and process to earmark and allocate proceeds

* Get pre-issuance external review

* Prepare roadshow materials and bond documents for green label

Climate Bonds =l Kol B
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The world is watching

S
Gregy IN, =
5 bongy ANc 14y
» ()Idl 'o,,,”7 - TI@,’-\S'
Pedepy; W le
Dutch to issue first green government bonds ( Is de bl Fr
in 2019 dogy eBong Markey
. . Fee Urys 0 I)()/
’ Js'l‘(- ’
f in n <n
Kare 4 vy
"’Lm,aan &
P B4 2
lang bag ok i
= . > A Investors scrambled to get in on
ADB, IFC invest in Ayala energy unit’s green Verizon's $1B green bond deal T
bonds S n . 1o S
| ke : hing

ABSHNCOBN NEWS

... AC Energy raises $410 million
@ from ‘green bonds' to fund
~, expansion

Business

x l *i 3‘ " ~ Europe's Green-Bond Sales Flourish Even as

\i Debt Issuance Withers
'! “ : By Lyuboy Proning

S pibde - -.( September 18, 2018, 4:06 PM GMT+7

L ) T » Seven issuers have sold wt;rn bonds since start of the month

> Parks railway bullder and Treland amony issoees plunning deals
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What are the benefits for issuers?

* Investor diversification — low-carbon integrity of the bond attracts a much
broader base of investors

* Lower cost of capital — green bonds enable issuers to raise large amounts of
capital to support environmental investments that may not otherwise be
available or may have been funded using expensive capital

* High oversubscription — strong demand for green bonds generally outstrip
supply

e Stickier Pool of Investors — Green Bond Investors invest to the long term,
matching maturity with project life

* Tighter yields — there is a view that stronger pricing will be achieved for future
green bond issuance

* Green flavor — enhances issuer reputation

Climate Bonds K=l = Kol
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Underwriters play a very important role

* Introduce: “Educate investors on the green bond product and how it could fit
into their investment policies”, including green bonds concept, benefits &
mechanics to issuers

e Strategy: Help issuers clarify sustainable financing proposition and links with
strategy

* GB Framework: Help issuers design overall Green Bond Framework e.g.
procedures to select projects and manage proceeds

* Green alignment: Help issuers define scope of eligible green projects

* Deal execution: Match issuers with differing green & mainstream investors,
advice on green pricing

* Emergence of green structuring advisers

Climate Bonds k=1 = ol



Globally accepted principles for labelling in the
green bond markets were established in 2014

Th
\\\lCMA ( Grgen Bond
\ 3" Principles

Green Bond Principles have four core components:
1. Use of proceeds

2. Process for Project Selection S
ACMF

3. Management of Proceeds ASEAN Greeh Bond

4. Reporting SRS

Plus various options for External Review

Climate Bonds k=1 = kol E



Climate Bonds Taxonomy

2°C

aligned

The process starts with climate science and has
several stages of stakeholder engagement.
Resulting criteria is aligned with Paris Agreement
goals, as well as being practical and widely
accepted by industry and market stakeholders

Technical & ' Working groups 8  Draft Criteria | Climate Bonds ‘ Final Criteria are v Ongoing
industry working draft Criteria ' go for public Standard Board published ready for review of criteria

groups convened ' consultation approval Certification use

Climate Bonds JiEL= JOl B3



Climate Bonds Taxonomy

The Climate Bonds Taxonomy identifies the assets and projects needed to deliver a low carbon economy , (B:'l 1 m;te
and gives GHG emissions screening criteria consistent with the 2-degree global warming target set by the on

COP 21 Paris Agreement. More information is available at https://standard.climatebonds.net/taxonomy. Certified

LAND USE&
WATER I MARINE
RESOURCES

Solar Private transport  Water monitoring  Residential Cement Broadband
" production networks
@ @ @ - s p
Wind Public passenger  Water storage Commercial Emﬁ Steel, iron & Reuse Telecommuting
transport Farestry aluminium ; software and
‘ ‘ o 0 : . production . service
Geothermal Freight rail Water treatment  Products & Ecosystem Glass Recycling Data hubs
s ‘ ‘ systems for conservation& production
efficiency . restoration & J
Bioanergy Aviation Water distribution  Urban Fisharies & Chemical Biclogical Power
‘ development aguaculture production treatment management
/ y & r
Hydropowar Water-borne Flood defence qu:]rchﬂl} Fuel production Waste to energy
i & s v Y
Marine Mature-based Landfill
Renewables solutions -
@ o y
distribution @ Certification Criteria approved management

. Criteria under development
Storage

 Due to commence

Climate Bonds K=l = Kol



Prepa ré the
bond

= |dentify assets
that meet
the relevant
sector criteria
and compile
supporting
information

* Create Green
Bond Framework
setting out how
proceads of the
bond will be used

Engage a verifier

* Engage an
Approved Verifier
for pre- and
post-issuance
Certification

* Provide
therm with
relevant
infarmation

* Receive a
Werifier's
Report giving
assurance
that Climate
Bonds Standard
requirements are met

Confirm the

Certification
post-issuance

Get Certified & issue a * Within 12

Certified Climate Bond months of

i1ssuance,

* Submit the Verifier's Report and submit the
Infomation Farm to the Climate Verifiers
Bonds Initiative post-issuance

* Receive a decision on pre- report
issuance Certification * Receive

* |ssue your bond, using the notification

Certified Climate Bond mark of post-issuance

certification

|
The steps to issuance

Report
annually

= Prepare a simple
report each year
for term of the
bond

* Provide it to
bond holders and
Climate Bonds
Initiative

Climate Bonds k=1 = FoX E



The benefits of certifying green bonds

What does the Certification mark mean?

Certification under the Climate Bonds Standard confirms that the bond, loan or other

debt instrument is:

Fully aligned with the
Green Bond Principles
and/or the Green Loan

Principles

12,

Using best practices for Financing assets
internal controls, consistent
tracking, reporting and with achieving the
verification goals of the Paris
Climate Agreement.

Climate Bonds k=1= kol E
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Independent Verifiers

15 -

[y
o
I

Number of deals

(%)
|

2018 Certified Bonds Sorted by Verifier

2018 Certified Bonds Total Dollar Value
Sorted by Verifier

ISS-oe:-)kom Multiconsult
22% ! 5%

Vigeo Eiris
5%
KPMG
3%
[CATEGORY
NAME]
<1%

Sustainalytic
s
31%
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Sovereign Bonds

NDC Financing, market signaling, increased funding

Sovereign green bonds allocations

100%
Water
80% m Adaptation
60% W Land use
" i " Wast
USD18.4bn of sovereign green bonds were issued in H1 2019. 2o :T - t
I ranspﬂr

Sovereign bonds can fund climate-resilient infrastructure and

u Buildings
bring much needed liquidity to the green bond market. 20% Em;
0%
The sovereign green bond universe Pifi % R
t § 3

Twelve governments have now issued 23 green bonds, o i comenipna G iitieatind iidiine
tntalling USD47.5bn. Almost 40% of that amount book cover than vanilla equivalents
(USD18.4bn) was printed in the first half of 2019. The mGreanbond B Vanifta basket

Netherlands, Hong Kong, and Chile issued debut green
ﬁ”""“"“

bonds, Poland, Indonesia and Nigeria returned to the
R g g g gt g

market, and the French green bond was tapped twice.
o & P LS
FEEITEF I ES ﬁ***

Climate Bonds REX= XX L5

Times Covared
LN] i ks
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Indonesia — Sovereign Green Issuance

e  World’s first issuance of a Sovereign Green Sukuk

e Attractive financing terms

* 29% more investors participated than normal Sukuk issuance
e Various types of projects will be financed

Tenor 5 years (March 2023) 5.5 years (Aug 2024)
Size USD 1.25 billion USD 750 million
Coupon 3.75% 3.90%
Reviewer CICERO CICERO

% of Green Investors 29% 29%

% of Islamic Investors 32% 29%

% of Europe 15% 22%

% of US 18% 23%

% of Asia 25% 16%

Source: Ministry of Finance, Indonesia

Climate Bonds k=1 = kol E



Capturing global flows

New ETFs allow global investors to easily access Green Bonds

The green label is critical for ETFs Van Eck Lyxor Green iShares Franklin
Vectors Bond ETF Global Green | Liberty Euro
The four currently available ETFs use Green Bond ETF Green Bond
indices which adhere to CBI Bond ETF ETF
definition of green bonds Currency USD EUR usD EUR
Index S&P Green Solactive Bloomberg Bloomberg
The.Lyxor. fl’!nd has grown by almost Bond Select Green Bond  Barclays MSCI  Barclays MSCI
13 times in just over 2 years. Van Index Index Global Green  Euro Green
Eck fund is 5 times larger in just over Bond Select Bond Index
2 years. Launch  March February November April 2019
Date 2017 2017 2018
More large green bonds will present  giza 53¢ yspsm EURSM USD25m EUR10m
more opportunities to launch green  jaunch
ETFs. MktCap USD26.3m EUR63.5m  USD26.85m  EUR10.17m
June
ETFs could increase the scale of 2019

demand for green bonds.

Climate Bonds k=1 = FoX E



Capturing global flows

The $S616bn $1.06tn other

labelled green climate-aligned
bond market  bonds

Outstanding, 12/6/19 - Outstanding, end June 2018

i,

Sitr labelled green
bonds by 2020

(Christiana Figueres)

@0 @4



Capture global capital flows
Green Bond Funds are looking to deploy capital

# * Mews and Events * News Releases »

Japan's Government Pension Investment Fund
to Support ADB's Green Projects

MNews Release | 6 August 2019 HZFE

f ¥ in 8

MAMNILA, PHILIPPINES {6 August 2019 — The Asian Development Bank (ADB) and lapan's
Government Pension Investment Fund (GPIF) recently formed a partnership to support green
project financing through investments in ADB's green bonds.

Amundi's one-year-old green bond fund
'ahead of schedule'

Channels: Green Bonds

Companies: Amundl, Inernational Finance Corporation, Proparcs, Eurogean nvestment Bank, Europesn Bink
for Reconstruction and Development, Alecta, AP3, AP, ERAFP, Credit ARrioole ASIurances

People: Frédénic Samama

04 March 2019 L.J % u m E

The world's largest green bond fund bought more
green-labelled issuance in its first year than originally
anticipated, Frédéric Samama tells Michael Hurley

Climate Bonds \mﬁg‘i @ O . " l




From Green Bonds to SDGs, Social & Others

* Green Bonds, Social Bonds, Sustainable Bonds
e Capturing the demand from global investors to invest in ESG products
e Standards already exist, issuance can grow from here

H1 2019 labelled issuance

160 145.5 Bn
11.7 Bn

190 03pn o580 [
120 117.8Bn [T

100

USD Billions
3

g

20

Green SDG Social Other Total

@0 @4

Source: Climate Bonds Initiative



N
Examples of Green Finance in ASEAN

Thailand

BTS Group THB13 billion 2, 3, 5, 7, 10yrs (8 times oversubscribed)

B. Grimm THB5 billion 5 years & 7 years (ADB anchor investor)
Malaysia

Telekosang Hydro One Sdn Bhd MYR470m 18 years (first mini-hydro sukuk)
Indonesia

PT SMI IDR3 trillion sukuk green bond (renewable energy, energy efficiency,
low emission transport, water management)

Philippines

Bank of the Philippines Islands CHF100 million @ yield of -0.02%

AC Energy USD225 million 5 years (onshore wind, solar, geothermal)
Singapore

ICBC SS$2.2 billion green bond in three currencies

CDL 2yr & 3yr SS500m green loans from two banks (HSBC & DBS)

Climate Bonds k=1 = ol




Reach Out!

Cedric RIMAUD, CFA
Climate Bonds Initiative

ASEAN Program Manager

cedric.rimaud@climatebonds.net

Climate Bonds k=1 = FoX E
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1. Why Green Bond




WHY GREEN BOND-Financing a Sustainable Future

“Climate change is not just an environmental challenge. It is a fundamental threat to economic
development.”

—
NS

- Jim Yong Kim - President, The World Bank

Transitioning communities away from carbon-reliance is a serious challenge; in

order to achieve the target of $53 trillion in clean energy investment

needed by 2035 to keep global warming under two degrees, the International CEEie

Energy Agency suggests using several tools, including Green Bonds.

Green Bonds can advance adoption of innovative new technologies, finance

projects that provide green jobs, and promote economic and climate resiliency

across regions.
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WHY GREEN BOND-What Is a Green Bond

A green bond is like any other bond

where a debt instrument is issued by

g
%{/%

/// PROCEEDS
\ y

an entity for raising funds from

investors. However what differentiates
a Green bond from other bonds is that
the proceeds of a Green Bond offering

are ‘ear-marked’ for use towards
financing ‘green’ projects.

mmmmmmmmm
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WHY GREEN BOND-Benefits

Enabling Projects at a Lower Cost of Capital

Press Coverage & Brand Value

Green bonds are an excellent way to secure large amounts of capital to support Green Bonds provide governments with a

environmental investments that may not otherwise be available, or that may be
uneconomic using more expensive capital. Green bonds are well suited for large-
scale sustainability projects such as wind and solar development, which often
require capital investment ahead of revenues, and which generate modest
revenue over a longer investment horizon.

Investor Demand and
Diversification

Investors are increasingly demanding socially
responsible investment (SRI) opportunities and
have expressed a strong appetite for green

bonds by repeatedly oversubscribing issuances.

chance to brand themselves as forward
thinking, innovative, and sustainable.

4

5

Green Bonds over other options

3 Green Bonds offer an exciting opportunity for both
investors and issuers to encourage sustainable
growth while leading the investment community.

Leadership

Early adopters will pave the way for the rest of the nation in
financing environmental projects. Government leaders may also
participate in working groups and coalitions, which are shaping the
market, developing standards, and ensuring lasting success.
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2. Green Bond Policy Basis in China
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Policy Basis--Top-Level Green Finance Infrastructure
Constructions in China

Since 2013, China has continuously promulgated green finance related policies, strengthened top-level green finance infrastructure

establishing, and effectively underpinned and promoted the progress of green financial markets in China.

July 2013

Banking Regulatory
Commission

Notice of the General Office of
the China Banking Regulatory
Commission on the Report of
Green Credit Statistics

September 2015

The Central Committee of the
Communist Party of China and the

March 2016

National People's Congress

"The 13th Five-Year Plan Outline" "Building
a Green Financial System, Developing
Green Credit, Green Bonds, and
Establishing a Green Development Fund"

August 2016

PBoC and other seven ministries
The “Guiding Opinions on Building a

June 2017

State Council
Five provinces and eight

areas green financial reform

and innovation pilot area
was started up

State Council

"Overall Plan for the Reform of Ecological
Civilization System." First proposed "the
construction of a green financial system"

Green Financial System” gives a top-level
design for the development of green
finance, which further raises green finance
to national strategy.

July 2018

PBoC

Notice on Conducting Evaluation
of Green Credit Performance of
Banking Deposit-Type Financial
Institutions

January 2018

PBoC

Notice on the Establishment of
a Special Statistical System
for Green Loans

H
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Policy Basis--“Establishing the Green Financial System” , a
National Strategy to Support the Green Transformation of China

stapblisning a green financilal system

Mobilize and motivate social capital to invest in green industries and effectively curb polluting
investments

The green financial system

Develop green credit Support green investment Estab;ish green Improve the Support local f
und environmental rights development r r h insti ional
trading market green finance erers tO t e St tUt 0 a
[ gt | el etrumonts such e
Building a green credit policy system Improve the relevant rules and . . .
Develop carbon
regu|ations of green bonds finance‘:)roducts flnanC|a| InStru ments SUCh aS
Promote the banking industry to establish a : : Estat;lish green Cred|t, green bonds,
green evaluation mechanism for banks Reduce the financing cost of green funds . .
e oS P green stock indices and
: i Promote the
Promote Green ABS Research and explore third- oriented ) Explore local
— party assessment and rating operations estaphshmentt (I)f development of related prOd u CtS’ g reen
Measure standard e_nvrzzor:mg_n &l green finance d I t f d
u Clarify the environmental liability of lenders rlngrlzgts:ng through eve Opmen un S, green
: " financing - -
Actively support qualified green S e
Guide financial institutions to optimize the enterprise |I?tlng financing and pmgg;?ial INSu rance, and ca rbon flnance,
credit approval process for green RSMTEIETRE, assessment i
el sssessmen as well as relevant policy
: Introduce ; ‘ . .
Gradually establish and PPP mods in : : capital market ince ntlves to su pport the
o el . ant improve the mandatory the green Develop financing financing tools,
nvironmental and social risks as Importan environmental information : i etc. g
factors in the stress test of credit assets disclosure system industry balsr;ijtrgr?\?ar\]rti?)us g reen tranSfO rm at|0n and
environmental 1 1
L sustainable development in

Establish a shari hanism f Guide various institutional
ts ElalE & Skl mteclz . afmsm t_or investors to invest in green
enterprise environmental information financial products

China.
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Policy Basis-- China Initiated Pilot Zones for Green Finance
Reform and Innovation

On June 23, 2017, with the approval of the State Council, the People's Bank of China and other seven ministries jointly issued “The Overall
Plan for the Green Financial Reform and Innovation Pilot Zone” of the five provinces and autonomous regions and each
pilot zone issued specific rules according to the overall plan to develop green finance.

Kumui
Xinjiang Changji
Karamay
Guizhou Gui’An New Area
. Huzhou City
Zhejiang
Quzhou City
Jiangxi Ganjiang New Area

Guangdong Huadu District, Guangzhou

F107 EY&*



Policy Basis-- Key Regulatory Requirements/Guidelines for

Issuance of Green Bonds in China

At the end of 2015, the People’s Bank of China (PBoC) released its

to publish official rules for the issuance of green bonds.

—making China

Since 2015, The different regulatory authorities has continuously issued relevant requirements/guidelines on issuing green bonds.
These green bond guidelines build on best practice in the international green bond market such as the GBP and the CBS.

2015

2015 Notice of the General
Office of the National
Development and 2017
Reform Commission 2016 National association of 2018
(NDRC) on Printing and Shenzhen Stock Financial Market Institutional Thg P(-?ople's Bank of
Distributing the Exchange issued "Notice  Investors (NAFMII )will publish China issued the
Guidelines for the on Launching Pilot of the "Guidelines for Green Debt "Regulations on
Issuance of Green Green Corporate Bond Financing Tools for Non- Information Disclosure of
Bonds Business" financial Enterprises" Green Financial Bonds"

201 2016 2017 2017

The5Green Finance Shanghai Stock China Securities Regulatory ~ The Peoplq's Bank of 'China

Support Project Exchange issued Commission (CSRC) issued ~ and the China Sec_unjues

Catalogue (2015 "Notice on the "Guiding Opinions on Regulatory Commission

Edition) (coming Piloting Green Supporting the Development of issued the Gwdelm_es for

soon 2019) Corporate Green Bonds" by the China Gregr) Bqnd Evalugtlon and
Bonds" Securities Regulatory Certification Behavior

Commission (Provisional)"

2019

National Development
and Reform Commission
issued "Green Industry
Guidance Catalogue
(2019 Edition)"

FE110
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3. China Green Bond Market Overview
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China Emerges as Key Player in Green Bonds Market

Chinese Green Bond Market has gradually developed into one of the most important green bond
markets in the world.

As of the end of 2018, wunder
international bond definition Chinese
issuer has issued US$31.2 billion
(210.3 billion RMB) green bond, making
it the second largest source of

global green bond markets.

P A

LISD Billions {2018 issuance)

tive issuance)

ul

UsSD Billions (cur

Source : CBI
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Latest Statistics on China’s Green Bond Market

In the first half of 2019, Chinese issuers issued
143.9 billion yuan of green bonds, achieving a year-
on-year growth of 62%. Chinese issuers are

expected to issue more than 300 bi||i0n

Green bonds from Chinese issuers account for

1 8% of global issuance.

Quarterly issuance volumes tend to pick up in

Q4

l l
| ! 20 a4
RMB of green bonds in 2019. ' '
i 0 E % a4
aggs ! |
Issue Scale (100 Million RMB) ! - - !
3000 2826 10 - &
2486 : L : L
2500 2374 i 00 i
- |
2000 ! =] ! Q2 qQz
: E 60 : a Q3
1500 1439 ; E 40 |
B |
1000 ko ! . @
| 2015 2016 2017 2018 |
500 | Low
| Other countries issuance (aligned with international definitions) | E
1 ! qQz
0 i [ china's issuance Caligned with both Chinese and international definitions) 2 o ]
2016 2017 2018 2019 ! ! .
: . China's issuance (aligned with Chinese definitions only) : 2016 27 2018
Source : CBI
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Latest Statistics on China’s Green Bond Market

Shorter-dated bonds with a term of up to 5 years are primarily
issued by financial corporates (59%). China’s biggest banks are
increasingly using short-term financing to meet demand for loans.
Bonds with shorter tenors dominate the market.

. Green loans

10 - B Government-backed entity

2018 volume by issuer types below and 2018 issuance is dominated
by financial corporates.

100%
| _
Development Bank 80% -
20 . Mon-financial corporate 60%

40%
B . Financial Corporate
ﬁ 20%
R ABS
10 0%
g 2016 2017 2018
-
% 0 - ABS . Financial Corporate . Mon-financial corporate

e Development Bank [l Government-backed entity | Green loans
<=5 years 5-10 years >10 years
Source : CBI
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Latest Statistics on China’s Green Bond Market

China’s opening up capital market allows eligible
overseas QDIlI and QFIl to enter the domestic capital
market for securities investment within the approved 0 .
investment quota. market account for 23 /o of the total issuance by the end of 2018.

China’s offshore issuance, green panda bonds and the Hong Kong

QDI and QFII Domestic legal and
3% natural persons >1%

China offshore issuance
on other markets 15%

China offshore in HK 8%

i—— HK issuance on other
i markets

Green panda bond 1%

Investor types on domestic market

Source : CBI
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Features of China’s Green Bond Market

As of June 30, 2019, the number of green bond issued, the number of green bond verified and the
verification percentage of different type of green bonds in Chinese green bond market.

140 100% 5000 100%
90% 4500 90%
120
80% 4000 80%
100 70% 3500 70%
60% 3000 60%
80 ’
2500 50%
50%
60 2000 40%
40%
1500 30%
30%
40 1000 20%
20% 500 10%
20 I I °
0,
10% 0 - 0%
[ | . Corporate  Financial Green Green ABS Enterprise Debt
0 0% Bond Bond Panda Bond Bond Financing
Corporate Financial ~Green Green ABS Enterprise  Debt Instrument
Bond Bond Panda Bond Financing
Bond Instrument = |ssue scale (100 Million RMB) Verification Scale (100 Million RMB)
mmmm Number of Issues Number of Verification ====Third-party verification %

=== Third-party verification %
Data source : GFC’s Green finance database
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Green Bond Innovations Continue to Emerge in China’s Market

Green Exchangeable Corporate Green “Belt and Road” Interbank Green + Poverty Alleviation
Bond Normalization Cooperative Bond Bond

China Yangtze River Three Gorges Group . _ On September 26, 2019, Longyuan Power
Co., Ltd. issued 20 billion RMB of green On April 16th, ICBC Singapore Branch Company issued the first Green + Poverty
exchangeable bonds on April 3, 2019 with a successfully issued the world's first green Alleviation Debt Financing Tool.100% of the
coupon rate of 0.50%, creating a new low ‘Belt and Road” inter-bank normalization funds raised will be used for clean energy
interest rate  for  publicly traded cooperation bond (*BRBR debt”). The issue wind power projects, and some special
exchangeable bonds. It is the first large covers RMB, USD and EUR, etc. The value projects will be invested in the project
publicly-received  green  exchangeable is US$2.2 billion with a term of 3 years and 5 construction of Weining Yi and Hui and
corporate bond in the domestic market. years. The funds raised will be used to Miao Autonomous County in Guizhou
Since 2019, the market can only exchange support the “One Belt, One Road” green Province, a national poverty-stricken county.
debt records. project construction.

Hong Kong Government

Green Municipal Special Debt Perpetual Debt + Green Bond

Green Bond
On June 18, 2019, the Jiangxi Provincial The Hong Kong SAR  Government On May 24, 2016, Xinjiang Goldwind
People's Government issued the 2019 successfully launched the first batch of green Technology Co., Ltd. issued the country's
Green River Special Bond of Jiangxi bonds under the “Government Green Bond first Green Perpetual Bond with a scale of 1
Province on the Shanghai Stock Exchange. Program” on May 22, with a scale of US$1 billion yuan, the maturity of 5+N years and
The issue amount was 300 million yuan, the billion and a term of 5 years. The first batch of coupon rate of 5%.
term was 30 years, the issuance rate was government green bonds will be settled on
4.11%, and the subscription multiple was May 28 and will be in Hong Kong. Listed on
over 12 Times, this is the country's first the exchange and the London Stock
single green municipal special debt. Exchange.

E1811 EYﬁik



Future Priorities of Chinese Government on Green Bond Market
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ICMA Green Bond Principle

renewable energy

energy efficiency

pollution prevention and control
environmentally sustainable
management of living natural
resources and land use

terrestrial and aquatic biodiversity
conservation

clean transportation

sustainable water and wastewater
management

climate change adaptation

eco-efficient and/or circular economy

adapted products, production
technologies and processes

green buildings

CBI Climate Bonds Standard

Solar energy

Wind energy

Bus rapid transit system
Low carbon buildings
Low carbon transport
Biomass energy

Water infrastructure
Agriculture and forestry
Geothermal Energy
Infrastructure adaptation &
resilience.

Waste management

Industrial energy efficiency

1. China’s Green Standards Gradually Converge with
International Standards

2019 Green Industry Guiding Catalogue

+ Energy-saving and environmental
protection industry

*  Cleaner production industry

* Clean energy industry

* Eco-environmental industry

*  Green upgrading of infrastructure

« Green service

Note: Under the 6 major classifications, it is subdivided into 30
secondary classifications and 211 tertiary classifications.

52001
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2.0pening Up Green Bond Market and Enhancing the Level

of Internationalization

In the issuance process, China not only attracts
and encourages high-quality issuers to issue

green panda bonds to the Chinese inter-
bank market, but also supports Chinese financial
institutions and enterprises to issue green

bonds overseas.

The openness of China's bond market provides
better products and liquidity

management tools for international
investors. With the unification of verification
standards and better information disclosure,
China’s green bond market will be very attractive.

The green bond market continues to open up and

enhance the level of internationalization

Deeply participate in the reform and development of

international green finance innovation

217
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How to Issue a Green Panda Bond (Panda Bond + Green
Feature) in China

China is now the world’s second largest green bond market. China’s green bond market, with clear rules, active market players, and supportive investors and

policymakers, offers a great Opportunity for foreign green bond issuers. A green panda bond is a RMB-denominated bond issued in mainland China by a
foreign entity, with proceeds earmarked for green assets or projects. The issuance of a green panda bond needs to follow both the guidelines for panda bonds and for
green bonds.

The procedure for issuing a green panda bond

2. Application for

3. Bond Issuance 4.0ngoing

1. Preparation

Approval Reporting
* Develop a green bond
issuance framework * Issuer qualifications * Due diligence
+ Identify qualifying green » Documents required by  Structure bond and * Monitor use of proceeds

* Report annually

projects or assets the regulator connect with potential

Set up tracking and
reporting

Arrange external review

* External review report

(recommended)

investors

Roadshow & pricing




3. Advocating “One Belt and One Road” Green Investment

u |
Principle
ONE BELT, ONE ROAD
Silk Road Economic Belt
Maritime Silk Road Initiative
Moscow
Rotterdam

o Duisburg 2

L]
\ Almaty

2, Bishkek o~ “Huoerguosi
V""'“’\ 1 Samarkand / \

Athens '-—""’
h
Yibioan Dushanbe | X_ﬁﬂ
 Fuzhou
Kolkata Beihai .
anihr
e > eley '\/Gu‘m t
Hanoi gzhou
e ) Zhanjiang
Haikou
Colombo
® Kuala Lumpur
L]
Nairobi
°
Jakarta

The Belt and Road Initiative (BRI) aims to substantially enhance the level
of infrastructure and economic development across BRI countries.

In December 2018, at the third meeting
of the Sino-British Green Finance
Working Group, the China Finance
Association Green Finance Professional
Committee and the City of London jointly
issued the “One Belt, One Road”
(GIP)

drafted by the Sino-British Organization.

Green Investment Principle

$E237
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3. Advocating “One Belt and One Road” Green Investment
Principle

Principle 1 Embedding sustainability into corporate governance Over

Principle 2 Understanding Environmental, Social and Governance Risks that have Signed the prinCiple, inCIUding major
Chinese financial institutions involved in the

“‘Belt and Road” investment, as well as large
Principle 4 Enhancing communication with stakeholders banks and other financial institutions from the
United Kingdom, France, Germany,

Principle 3 Disclosing environmental information

Principle 5 Utilizing green financial instruments )

P | . Luxembourg, Japan, Hong Kong, Singapore,
Principle 6~ Adopting green supply chain management United Arab Emirates, Pakistan, Kazakhstan
Principle 7 Building capacity through collective action and Mongolia_

These GIPs are designed to align capital with the
on Climate Change and the

_ , to deliver the shared vision of

PARIS 2015 inclusive, sustainable, resilient prosperity.




Suggestions on Developing Green Bond Markets in ASEAN

| |
Countries
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Regional and Domestic Measures Across ASEAN in Support
of Green Bond Issuance

; 2014 ’ .

Securities Commission Indonesia Financial | 'I 2017

. Malaysia launched the Services Authority : .

Sustainable & Responsible (OJK) launched the : g/lonetaéy A(;JtGhor't¥ othmgapore {ihs)
| Investment (SRI) Sukuk Roadmap for | reer;] (;)n th tr:n ¢ tem?-.fwisth ¢
framework. Sustainable Finance. . aunched wi © alm 1o ofiset fhe cos

of obtaining an external review for green
bonds, up to SGD100,000 per issuance.

ASEAN Green Bond Standards (GBS)
introduced by the ASEAN Capital Markets
Forum (ACMF). GBS are aligned to the
Securities and Exchange Securities Commission published Demonstration Green Bond Principles.
Commission introduced a issuance of a

approved guidelines on the tax exemption for and the Sovereign Green

issuance of Green Bonds recipients under the Sukuk by the
under the ASEAN Green Green SRI Sukuk Grant Republic of
Bonds Standards. Scheme.

Malaysia Financial Services Authority
enacted green bond requirements Regulation.

H267 EY-x



Regulatory Bodies Have An Instrumental Role to Play

A recent report by the UNEP and Singaporean bank DBS forecast that demand for additional green investment in

ASEAN between 2016 and 2030 will reach $2 trillion to $3 trillion. The scale of the investment requirement
clearly demonstrates the huge potential for green finance in ASEAN.

~OUR suggestions on Developing Green Bond Markets in ASEAN Countries.

The ASEAN Green Bond Standards
is a major initiative, but national
incentive schemes, sustainability

roadmaps and green bond issuance
guidelines all contribute to local
market evolution. Further

around
green finance should be introduced
in ASEAN by the regulatory bodies.

The screening and selection of
compliant green projects is
important.  The  regulatory
bodies can take the lead to

establish a

to facilitate the docking of
green bond issuers and green
project investors.

Labelled green bonds from
climate-aligned issuers present
an opportunity to bring visibility
to the wider ASEAN green
finance market. Future
development will benefit from
issuers’ best practice across the
region on the use of

to showcase their
green credentials.

ASEAN governments can also
encourage market growth by setting
out clear for

public pension funds and other state
funds, development banks and state
agencies. Channeling public money
into green bonds would increase the
liquidity of these instruments, and in
turn, their appeal to investors and
issuers alike.

E27 T
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EY Experiences
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EY CCaSS Team Around the World

EY’s CCaSS team has more than 1,000 consultants in 103 cities around the world. With an international network, we can
provide our clients with more leading professional services.

In China, EY CCaSS team relies on global network resources and a deep understanding of China's sustainable
development and climate change background to provide customized services to help your company explore sustainable

development goals.

Europe, Middle East,

India and Africa

40+

450+ .
CCaSS professionals CCass professionals

280+ . -
Asia-Pacific
CCaSS professionals ! I

250+
CCaSS professionals

E29T1 EY:&*



EY is Widely Involved in Green Finance Policy Making and
Providing Research Support

e e e e e e e e e e - P e e e e e e e e e e e e e e e e S

Ms. Judy Li, partner of FSO CCaSS,
holds an important position in several
organizations:
Member of the Green Finance
Commission
Member of Securities Association
of China Green Securities
Specialized Committee
Executive director of Lujiazui
Green Finance Development
Center

;‘ As of July 2019, Ernst & Young ranked
| BRICs industry and Commerce

first in the market for China's green bond

verification for three consecutive years.

itlee, CF ociety Jor Fisance and Hankisg

FEARSRRE P E T R

Sl Asiamoney China
AWARDS 3
I RJMl Green Finance

ASIAMONEY
2 Awards: 2017

T E K4

THE PEOPLE'S BANK OF CHINA

EY has provided
professional advice and

| Asiamoney China
support to the Green |

Green Finance
Awards: 2018

Council green finance expert
Green finance expert in China and #
London Square Mile
Member of Zhejiang Huzhou
Green Finance Reform and
Innovation Committee

Finance Committee of the
Chinese Finance
Association  (CFA) in
formulating green bond
policies, and maintained

e £
Sl Asiamoney China
AWARDS

yAIiL'M Green Finance

ASIAMONEY

\——————————————————————————————————————————————————/
U

many branches of the Research Institute of Green et
' c Finance. e TenEIITT T
People's Bank of China. e o BaTing @reen Firene: —— EY was awarded the China Green Finance
- Awards “Best Green Finance Verifier”
| ' , by Asia Money in 2017, 2018, 2019.
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EY’s Credentials on Green Bond Issuance Assurance from
Domestic Market
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EY’s Credentials on Green Bond Issuance Assurance from

Domestic Market
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EY’s Credentials on Green/Climate/Sustainability Bond Issuance
from Off-Shore
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For more information about Ernst & Young’s
Climate Change and Sustainability Services,

please contact:

Judy Li

Partner, Climate Change and
Sustainability Services
Financial Services

Ernst & Young

+86 135 0136 6451

+86 10 5815 4581
judy-lj.li@cn.ey.com
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GREEN BOND MARKET IN ASEAN

Kosintr Puongsophol

Financial Sector Specialist
Asian Development Bank
Email: kpuongsophol@adb.org

ADB



ASEAN CAPITAL MARKETS LANDSCAPE

p Market Capitalization
KRX' S8uee USD 2.6 trillion

— 49% in Lao Securities Exchange

Number of Listed

45% in Cambodia Securities Companies _ New Listings
~ Exchange 4,010 companies Through IPO
l 21 companies
l l l 18.75%
o Number of Stock
JPX I 3% vancon Exchanges
i | ’ STOCK EXCHANGE 10 h
] excnanges
Dalwa 30.25%
Securities Group Inc. . 0
49.00%

This Photo by Unknown Author is licensed under CC BY-SA
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ASEAN CAPITAL MARKETS LANDSCAPE
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BACKGROUND OF ASEAN CAPITAL MARKETS FORUM

ACMEF is a high-level forum comprising of top executives from ASEAN capital market regulators established in 2004
with key objectives to promote greater integration, connectivity and freer flow of capital in the region

KACMF 2016-2020 Action Plan sets out strategic\
v objectives and key priorities as follows:

1. Promote ASEAN sustainable capital market
2. Improve regional market infrastructure and

Post 2015 vision: b N connectivity

_ ] I \ 3. Drive more cohesiveness in regulations and
To achieve an inter-connected, L e e / practices
inclusive and resilient ASEAN 17 - _
capital market for supporting 4. Foster better mobility for professionals
AEC Vision 2025 5. Attract greater investor participation

6. Promote greater stakeholder interaction,
co-operation and co-ordination
Source: ASEAN Capital Markets Forum (ACMF) .




OVERVIEW OF ASEAN FINANCE MINISTERS PROCESS

ASEAN+3

Finance Ministers and Central Bank
Governors and Deputies Meeting

ASEAN+3 ABMI Task Force and other
financial matters

ASEAN
|

ASEAN Economic Community

A

\ 4

ASEAN Finance Ministers’ Meeting

!

Joint Meeting (Central Bank Governors and
Finance Ministers)

\i

i

ASEAN Central Bank ‘Governors’ Meeting

ASEAN Finance Deputies’ Meeting

Joint Deputies Meeting
(Central Bank and Finance Deputies)

ASEAN Insurance
Regulators Meeting

ASEAN Capital

Market Forum

ASEAN Finance and Central Bank

ASEAN Central Bank Deputies’ Meeting

Deputies Meeting-Working Group

Senior Level Committee
on Financial Integration (SLC)

Steering Committee on Capacity Building
Initiatives to Support the ASEAN Financial
Integration (SCCB)




GREEN BONDS FRAMEWORKS
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GREEN BOND CLIMATE BOND ASEAN GREEN NATIONAL
PRINCIPLES STANDARDS BOND STANDARDS STANDARDS

Climate

\\} cMA Bonids

aprad Wi
Sk




ASEAN GREEN BOND STANDARDS

« Based on the International Capital Market Association
(ICMA)’s Green Bond Principles

 Issuers must have a geographical or economic
connection to the ASEAN region

» Specific exclusions of certain projects:

« Fossil fuel power generation projects

« External reviewer must have the relevant expertise and ASEAN Green Bond
experience in the area. The external reviewer’s Standards
credentials and scope of review must also be publicly
disclosed

« Annual report must be publicly accessible from a
website designated by the Issuer




ASEAN SOCIAL BOND STANDARDS

« Based on ICMA's Social Bond Principles

 |Issuers must have a geographical or economic
connection to the ASEAN region

« Specific exclusions of certain projects:

* Projects which involve activities that pose a negative
social impact related to alcohol, gambling, tobacco and
weaponry

« External reviewer must have the relevant expertise and
experience in the area. The external reviewer’s

credentials and scope of review must also be publicly ‘ ACMF
disclosed .

| | ASEAN Social Bond

« Annual report must be publicly accessible from a Standards

website designated by the Issuer

8




ASEAN SUSTAINABILITY BOND STANDARDS

Combined application of the
ASEAN GBS and the ASEAN SBS

0 The Issuer of an ASEAN Sustainability
ACMF
ASEAN Green Bond Bond must comply with both the

' ASEAN GBS and the ASEAN SBS. The

proceeds allocated for the Project
must not be used for Ineligible

+ . A Projects specified by the ASEAN GBS

"2 ACMF (i.e. fossil fuel power generation
ASEAN Sustainability projects) as well as the ASEAN SBS
Bond Standards

(i.e. projects which involve activities
that pose a negative social impact
related to alcohol, gambling, tobacco

and weaponry).

Standards
Source: ASEAN Capital Markets Forum (ACMF




ISSUANCES UNDER ASEAN SUSTAINABILITY BOND FRAMEWORK

10

NUMBER OF ISSUANCES UNDER ASEAN STANDARDS

Country D Green Bonds

w Sustainability Bonds

@}' Social Bonds

Thailand 2 1
Malaysia 6
Singapore 2
Philippines 3 1

Source: ACMF and SEC Thailand




NATIONAL EFFORTS TO PROMOTE GREEN BOND IN ASEAN

SEC Thailand
introduced the green
bond regulation to

SC Malaysia recognize several
Indonesia issued the introduced green bond ACMF introduced international and
world’s first issuance ACMF introduced grant scheme to cover ASEAN Social and regional standards
of a Sovereign Green ASEAN Green Bond Sukuk of upto Sustainability Bond including the ASEAN
Sukuk Standard RM300,000 Standards green bond standards

m Apr. 2018 Oct. 2018 Dec. 2018
. =

Apr. 2019

MAS introduced the OJK issued a SEC Philippines oo Maiaysia revised SEC Thailand and
Green Bond grant regulation on green approved the Issuance of Corporate SEC Philippines
scheme of upto bonds, setting the Guidelines on the Bonds and Sukuk to adopted the ASEAN
SGD100,000 standard for green Issuance of Green Retail Investors to Social and

bonds issuance in Bonds under the recognize the ASEAN Sustainability Bond

Indonesia (OJK ASEAN Green Bonds Green/ Social/ Standards

No.60/POJK.04/2017) Standards

Sustainability Bond
standards

11 ADB




STATE OF GREEN BONDS MARKET

Highest growth rate: Asia-Pacific region Financial institutions fuelled 2018 market growth
160
150 ABS
Global . Financial corporate
120
. Europe . MNon-financial
100 . Morth America corporate
. i 80 Development bank
. Asia-Pacific -
. Latin America i . Local government
Africa E 40 . Government-
>0 & . backed entity
-
“ 0 . Sovereign

2016 2017 2018 Loan

0 . l

2014 2015 2016 2017 2018

Source: Climate Bonds Initiative— State of the Market 2018
12
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GREEN FINANCE FRAMEWORK

1.

13

Financial institutions are
development framework to
manage use of proceeds that
are in line with relevant green
bond principles/standards

. Central banks, together with

bankers association can jointly
develop responsible lending /
green financing framework

Financial institutions can
develop in-house framework

nasiiduiBoodiinousSu@nsou (Responsible Lending)

BANK

nvironment

_—

O ocia

-

A 7

overnance




GREEN FINANCE FRAMEWORK

BPI

Bank of the Philippine Islands
Green Finance Framework

May 2019

Use of proceeds
Process for project evaluation and selection

Management of proceeds
Reporting

Source: Bank of the Philippine Islands
https://www.bpiexpressonline.com/media/uploads/5d24332e21bee BPI_Green_Finance Frame
work.pdf

14

STATE BANK OF VIET NAM - REGULATORY GOALS
Striving to 2025:

1. 100% of the banks will have developed their internal
regulations on environmental and social risk management in
their lending activities

2. 100% of the banks will have conducted the assessment of
social and environmental risks in their lending activities; the
environmental standards will have been applied for all
projects receiving loans from the banks; the environmental
risk assessment will be integrated as part of the banks’ credit
risk assessment

3. Atleast 10 to 12 banks will have established specialized
units/agencies for the social and environmental risk
management.

4. 60% of the banks will have got access to the green capital

resources, and will have provided green credits

Source: State Bank of Viet Nam/ Decision No.1604/QD-NHNN




ROLES OF ADB IN SUPPORTING GREEN BOND MARKET DEVELOPMENT

TRUSTED

KNOWLEDGE FACILITATOR
PARTNER

“Promoting Green Local Currency - Credit enhancement
Bonds for Infrastructure Development - External review and
in ASEAN+3 was submitted to certification
AFMGM+3 in May 2018 - Capacity Building
ISSUER INVESTOR

ADB has issued approximately Anchor investor to support

$6.1 billion equivalent in green market development
bonds since 2015.

ASIAN DEVELOPMENT BANK

Financed by PRC Regional Cooperation
and Poverty Reduction Fund

i ADB




ASEAN+3 FINANCE PROCESS

ASEAN+3 Deputy Finance Ministers’ and Deputy Central Bank Governors’ Meeting (Semiannual)

Chiang Mai Initiative

Multilateralization Task Force Meetings (Semiannual)

ASEAN+3 ABMI Secretariat:
Macroeconomic Asian Development
Research Office Bank

EEE-' csices Pacity

RLEE R e b L Dl o

16




UPCOMING TECHNICAL ASSITANCE PROGRAMS

1. PROMOTING AN INTER-CONNECTED, INCLUSIVE AND RESILIENT ASEAN CAPITAL
MARKET

« Promote ASEAN green, social and sustainability bond standards to create ASEAN asset class
* Analyze and compile green project pipelines, and register of potential investors

« Capacity building activities

2. CREATING ECOSYSTEMS FOR GREEN LOCAL CURRENCY BONDS FOR INFRASTRUCTURE
DEVELOPMENT IN ASEAN+3

« Advisory services to potential issuers
« Grants to partially offset issuance costs
« Promote ASEAN+3 green finance markets to global investors through the AsianBondsOnline portal

« Synchronize activities with WC-CMD and ACMF

|
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ASEAN+3 MULTI-CURRENCY
BOND ISSUANCE FRAMEWORK

(AMBIF)

SATORU YAMADERA
PRINCIPAL FINANCIAL SECTOR SPECIALIST

syamadera@adb.org




JY BACKGROUND

F

(Chairman's Press Release on the Asian Bond Markets Initiative, 1 August 2003)

“ABMI aims to develop efficient and liquid bond markets in Asia, which would enable
better utilization of Asian savings for Asian investments.”

“The ABMI would also contribute to the mitigation of currency and maturity
mismatches in financing. *

ABMI contributes to financial stability by creating multiple channels of financing

|




77y
vy BACKGROUND

ASEAN+3 Deputy Finance Ministers’ and Deputy Central Bank Governors’ Meeting (Semiannual)

Chiang Mai Initiative
Multilateralization

Task Force Meetings (Semiannual)

ASEAN+3 ABMI Secretariat:
Macroeconomic Asian Development
Research Office Bank
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Y-y EMERGING EAST ASIAN LOCAL CURRENCY BOND MARKETS
V9 ARE GROWING

14,000
12,000
10,000

8,000

6,000
4,000
2,000 I I I I

Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Sep
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Oustanding LCY bonds (USD billion)

o

LCY = local currency. ®m Government ® Corporate

Note: This figure contains bond market data for the five original members of ASEAN (Indonesia, Malaysia, Singapore, Thailand,
and the Philippines) plus the People’s Republic of China; Hong Kong, China; the Republic of Korea; and Viet Nam. 3 ] ]

Source: AsianBondsOnline.




‘27 AND IS NOW COMPARABLE TO THE EURO AREA

y

SIZE OF LOCAL CURRENCY BOND MARKETS
25,000

20,000

15,000 S

10,000

5,000

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Q3 2018
e ASEAN+2 Euro area =——US (Treasury)

Notes: ASEAN+2 refers to ASEAN plus the Republic of Korea; Hong Kong, China; and People’s Republic of China. Euro area refers to Euro-denominated debt
securities issued by Euro area residents. US (Total) includes the following types of bonds: Municipal, Treasury, Mortgage Related, Corporate Debt, Federal

Agency Securities, Money Markets, and Asset-Backed. US (Treasury only) includes Bills, Notes, Bonds, TIPS, and FRN. 5 AI)B
Sources: AsianBondsOnline, CEIC, European Central Bank, International Monetary Fund, and Securities Industry and Financial Markets Association.




17 SOME OF THE ASIAN LCY BOND MARKETS HAVE DEVELOPED AND
Vv HAVE BECOME MUCH DEEPER

SIZE OF DOMESTIC BONDS OUTSTANDING AS A SHARE OF GDP FOR ASEAN+3, CANADA AND
SELECTED EUROPEAN ECONOMIES

250%

200%

150%

100%

50% I I I

H I m =
Japan Denmark Il?(g;(.ei,f Malaysia Canada China, P.R. Sweden Thailand Horéghiﬁzng, Norway Switzerland Philippines Singapore Indonesia Viet Nam

ASEAN+3 = Association of Southeast Asian Nations plus the People’s Republic of China, Japan, and the Republic of Korea; GDP = gross domestic product. Data

as of end-2017.
Sources: Bank for International Settlements, AsianBondsOnline, CEIC, World Bank
6 ADB




17 AMBIF AS A REGIONAL NEXUS

ASEAN+3
Multi-currency Bond

Homogeneous
(Professional)

International bond market

Heterogeneous
(Retail)

- International

« AMBIF was proposed as a regionally standardized bond issuance framework.

« Due to different degrees of market developments, different legal and regulatory frameworks, and different
market practices, it is not practical to have a fully standardized bond issuance framework.

« Having said, a number of common elements may allow opportunities for connecting the domestic bond markets
across the region. AMBIF is designed to capture the common elements by focusing on the professional
markets.

« AMBIF will seek to have economies agree on only the minimum standards that are still essential for launching
it, while accepting other related regulations for the time being. But the practices should be
comparable to the international market.




«;7 WHAT AMBIF CAN ACHIEVE?

} Market practice and issue

process will be harmonized and

standardized within the

professional markets in the
e .n_

Public Offering Market

Including Retail and General Investors

PAASSTAINN

=
E Market
AV ey

nvestors can invest in all

markets without knowing their

Issuers can tap in all
markets with harmonize
documents for submission.

regulations closely.




T AMBIF ELEMENTS

ALUSFS DU Brief Description

(AMBIF Core Components)

Domestic Settlement Bonds/notes are settled at a National CSD in ASEAN+3

Harmonized Submission | Common approach of submitting information as input for regulatory process(es)
Documents (Single where approval or consent is required. Appropriate disclosure information along
Submission Form) with ADRB recommendation needs to be included.

Registration or profile listing | Information on bonds/notes and issuer needs to be disclosed continuously in
at ASEAN+3 (Place of ASEAN+3. Registration or listing authority function is required to ensure
continuous disclosure) continuous and quality disclosure.

Bonds/notes are denominated in currencies normally issued in domestic bond
markets of ASEAN+3

Scope of Issuer Resident of ASEAN+3

Professional investors defined in accordance with applicable laws and regulations
or market practice in each market in ASEAN+3

9 @

Currency

Scope of Investors




"7 ADDITIONAL AMBIF FEATURES

dLanguage of documentation:
= English
dGoverning law and jurisdiction:
= Governing law related to settlement needs to be local;

= However, the governing law and jurisdiction for specific service provisions
may be negotiated and agreed between the parties involved in the
Issuance.

1Other consideration:
* note issuance program
= credit rating, etc.

w




;;7 OBJECTIVE OF THE SSF

Issuer

* The Single Submission Form (SSF) is aimed to
facilitate an AMBIF bonds/notes issuance application
to regulatory, listing and registration authorities in

' ' ‘ each participating market.
» SSF is prepared for the benefit of issuers aiming to
issue bonds/notes to Professional Investors in

ASEAN+3.

Issuer prepared applications rparket by market

/

= SFF should be looked at together with the AMBIF
Issuer Implementation Guidelines, which explain specific
ISsuance processes in respective markets.

Single Smeission Form (SSF)
11




17 AMBIF IMPLEMENTATION GUILDELINES

_ e « SFF should be referenced to the AMBIF
Single Submission Form (SSF) Implementation Guidelines, which explain specific
iIssuance processes in each market.

' ‘ ‘ * The Implementation Guidelines increase market

transparency.

Authority A Authority B Authority C - The Implementation Gu_ldellnes should minimize
or reduce legal uncertainty.

- Where a market does not, or no longer, requires
: the physical submission of documentation, the
f

"‘\ SSF can serve as a checklist or a guiding template
eEtation

Implemeéntation
Guidelines

while the Implementation Guidelines should

Implementation Implem

Guidelines
any form.

.\‘\ | )
!
B

always be able to support issuance application in




7,7 AMBIF-PARTICIPATING MARKETS

13



’7 PILOT AMBIF ISSUANCE

* Pilot issue by Mizuho Bank, Ltd. In Thailand in September 2015
= Offering size was 3 billion Baht (= 85 million USD)

= Proceeds were used for general corporate purpose, including, lending to borrowers
In Thailand

» Registered with ThaiBMA and cross-listed on TOKYO PRO-BOND Market

14



THANK YOU

ABMF SECRETARIAT TEAM:

Satoru Yamadera Prof. Shigehito Inukai
Principal Financial Sector Specialist ~ ADB Consultant
syamadera@adb.org shige.inukai@me.com
Kosintr Puongsophol Matthias Schmidt
Financial Sector Specialist ADB Consultant
kpuongsophol@adb.org macschmidt@me.com

AsianBondsOnline is a one-stop source of information on bond markets in emerging East Asia

AB

AsianBondsOnline

An ASEAN+3 Initiative
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