Introduction

The International Financial Corporation (IFC) has collaborated with HSBC Asset Management to develop an
innovative sustainable emerging markets corporate bond strategy, closely modelled on the existing HGIF
Global Emerging Markets Corporate Sustainable Bond fund.

This new strategy aims to mobilise financing for sustainable transitions across emerging markets. It seeks
to invest in emerging markets companies actively pursuing sustainable practices or implementing
ambitious, measurable and sustainability plans. In alignment with Sustainable Finance Disclosure
Regulation (SFDR) Article 9 principles, the strategy aims to generate positive environmental and social
outcomes and to deliver long-term financial returns for investors.In this paper, we discuss the ambitions of
our partnership with the IFC and how the objectives and investment process of this new strategy align with
these goals.

Emerging Markets Corporates: asset class growth and resilience

Emerging Market (EM) corporates have matured and developed into their own robust asset class. They
now have a face value of c. USD1.2 trillion, approaching the size of the US High Yield market (see Figure 1).
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Nevertheless, EM corporates are still somewhat orphaned as an asset class, lacking dedicated investors.
We believe that EM corporate debt has several attractive attributes that are not as widely appreciated as
they should be.

Diversification. The EM corporates universe provides a diversified global set of countries and industries so
that it is not beholden to a single economic cycle or central bank policy. The asset class is also hybrid,
composed of both investment grade and high yield issuers (with over 50% investment grade).

Robust risk management. EM companies tend to be better managed than their DM counterparts, even on
a ratings-adjusted basisflthey generally have lower leverage levels, more debt prudence, more consistent
currency hedging, and can withstand periods when markets are closed, holding their value regardless of
the interest rate environment.

Resilient yields. The most widely-used EM Corporate bond index (the JPM CEMBI BD) has delivered
higher carry and lower volatility than other credit asset classes over the longer term —especially during
drawdowns (see Figure 2).

Fixed Income Asset Class Yields (%) (Figure 2)
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Performance for EM corporates is not driven primarily by flows. Spreads by rating groups tend to be higher
and more stable than their respective developed markets counterparts. Performance is also less correlated
to US Treasuries than other asset classes. With this lower correlation, higher yields, lower duration, and
investor base differences, EM corporates can help diversify and stabilise a portfolio’s risk-adjusted returns
over the longer-term (Figure 3).

Sharpe ratio by asset class (Figure 3)
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Emerging markets corporates outlook. The outlook for EM corporate bonds is encouraging, based on the
macroeconomic cycle, country fundamentals, bottom-up company strength, and technical factors. The
yield advantage of EM corporates may be compounded by the capital gain effect of cyclically declining
interest rates, providing a once-in-a-decade opportunity for strong returns.

Sustainable investing opportunities in Emerging Markets Corporates

Sustainable investing in emerging markets has reached an inflection point. The issuance of Green, Social,
and Sustainability-linked bonds in EM grew from USD20 billion in 2018 to nearly USD90 billion in 2024,
reflecting growing investor interest and broader and deeper issuer participation. (See figures 4 and b).

EM Corporate GSS bond issuance by type and % of total (Figure 4)

(US $bn)
125 35%
115
I  Green
B Sustainability 30%
100 Sustainability linked o4
s Social 25%
—g— % of total issuance
75 20%
16.3%
0,
50 15%
10%
25
5%
0 0%

2018 2019 2020 2021 2022 2023 2024 2025
Source: JPM, BondRader as of 30 June 2025.

Despite this growth, a significant gap remains in financing for issuers that meet sustainability criteria
requirements but lack labelled bonds or traditional funding mechanisms. Overall, EM corporates have
fewer funding sources for transition and sustainability initiatives.

HSBC Asset Management created a sustainable emerging markets corporate bond strategy to help fill this
funding gap. With the support of the IFC, the strategy aims to contribute to the institutionalisation of
sustainable investing in EM. This innovative strategy is well-positioned to meet the demand from investors
that are formalising their SFDR Article 9 and ‘impact’ allocations and looking for opportunities that are
aligned with the Paris Agreement and the UN Sustainable Development Goals (SDGs).

ESG related funds comprise two-thirds of EMD universe (Figure 5)
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Financing the transition to sustainability

Alongside the IFC, HSBC Asset Management see a remarkable opportunity to help finance a sustainable
transition for EM corporates at a time when they require more capital.

Unlike traditional emerging markets ESG funds that tend to focus on use-of-proceeds and labelled bonds
(e.g., Green, Social, or Sustainability-linked bonds), we have created an EM corporate bond strategy that
takes a broader and more flexible approach, targeting companies with transformative sustainability goals
and demonstrated business plans and ambitions. This strategy identifies companies with clear
improvement potentiallit selects investments that meet the high standards of SFDR Article 9, ensuring
transparency, accountability and alignment with the UN's Sustainable Development Goals.

Our objective. The HSBC Global Emerging Markets Corporate Sustainable Bond strategy aims to
institutionalise sustainable investing in EM corporates and to draw attention, resources, and capital to EM
issuers that are on a specific path to achieving specific sustainability goals. By channelling capital into
companies actively implementing ambitious, measurable sustainability plans and practices, the strategy
seeks to catalyse environmental and social change while delivering long-term financial returns.

With its focus on fostering companies that show strong and measurable commitments to greater
sustainability, the strategy aims to identify a new source of alpha—ultimately by predicting sustainability
advancement over time. Aiming to prioritise sustainability improvements as a driver of future financial
returns has the potential to help expand what it means to invest sustainably in emerging markets.

Strategy profile: HSBC Global Emerging Markets Corporate Sustainable Bond

The HSBC Global Emerging Markets Corporate Sustainable Bond strategy seeks to deliver positive long-
term returns while driving meaningful progress in EM sustainability.

How we invest. The strategy applies a credit-intensive, engagement-driven investment approach. Through
a rigorous bottom-up approach, we evaluate an issuer’s sustainability plans, its progress toward achieving
specific ESG goals, and its alignment with SDG themes.

Our deliberative, deep-dive analytical process for evaluating portfolio candidates can exclude close to 90%
of the issuers across the EM corporate bond universe—although we do not eliminate potential issuers with
a target percentile in mind. (See Figure 6)
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By expanding the investment universe beyond labelled bonds, the strategy not only targets companies that
meet our stringent sustainability and ESG criteria but aims to create a diversified portfolio in terms of
industries, regions and ratings. This diversification tends to be broader than that of other EM sustainable or
impact funds that focus more narrowly on labelled bonds.

We invest in companies at various stages of their sustainability lifecycle and then reallocate capital as they
achieve their goals—while aiming to maximise the strategy's impact across sectors and regions. We aim to
invest in issuers before their sustainability improvements are incorporated into market prices. Then, we can
harvest the potential price appreciation achieved through these improvements and invest in new
opportunities for sustainable co-investment.

Issuer engagement. Ongoing engagement with EM corporate issuers is central to our strategy. We
engage with all companies —helping with lighter-touch sustainability improvements or providing higher-
pressure conditional criteria for achieving measurable impact. Our analyst teams collaborate closely with
corporate management teams to foster transparency, encourage ESG data disclosure, and track progress
against sustainability milestones. This ongoing dialogue with issuers enhances our fundamental credit
research process and ensures the portfolio remains aligned with SFDR Article 9 standards.

Alignment with UN SDGs. The strategy does not have a singular thematic focus. We look for sustainable
transition and potential impact everywhere and anywhere we canltherefore, our bottom-up issuer selection
process and engagement results in a portfolio that can express a range of sustainability goals.

The SDGs captured in our portfolio include Climate Action (13), Affordable and Clean Energy (7), Clean
Water and Sanitation (6), Good Health and Well Being (3) and Reduced Inequalities (10), across a
diversified set of regions and sectors. (See Figure 7.)
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Investor benefits. The strategy channels capital into promising emerging markets issuers that we believe
to be future winners of global transition and change. With robust credit research, active engagement, and
strategic capital allocation, we aim to drive meaningful and measurable impact in emerging markets—both
environmental and social—and to deliver attractive long-term risk-adjusted returns.

The views expressed above were held at the time of preparation and are subject to change without notice. Any forecast, projection or target where
provided is indicative only and not guaranteed in any way.



The strategy aims to provide an investment portfolio with:

¢ a high-growth, high-yielding and diversified investment opportunity in emerging markets corporates,
leveraging a labour-intensive, engagement-based investment process

& a way to capture a significant portion of the improvement evolution (and the potential price appreciation)
of these companies,

¢ alow annual turnover rate (30-50% annually), helping to protect investors from the transaction costs
that are often associated with EM investing

Conclusion

The HSBC Global Emerging Markets Corporate Sustainable Bond strategy is positioned to address a critical market
gap: the lack of financing for sustainability transition across EM companies. With EM companies producing the lion’s
share of global carbon emissions, and the lack of capital to finance needed investment, our approach targets a void in
the universe of investment strategies. By aligning with SFDR Article 9 standards and leveraging the support of key
institutional partners like the IFC, the strategy aims to mobilise capital for sustainable initiatives across the emerging
world.

We believe that our investment approach —prioritising sustainability improvements as a driver of financial returns—
can help to redefine investing in emerging markets. Through robust research, active engagement, and strategic capital
allocation, the strategy seeks to deliver positive environmental and social impact while delivering long-term value to
investors by selecting future winners of global transition and change.

We anticipate that the need for private financing to achieve progress in EM sustainability will grow and broaden. We
believe that our strategy provides a scalable and impactful solution today to that future need, helping investors with a
solution to align their portfolios with the transition to a greener, more sustainable future.

Key risks

The value of investments and any income from them can go down as well as up and investors may not get back the
amount originally invested.

ESG Investing Risk. The use of ESG criteria in the strategy’s investment process may cause the strategy to forgo
investment opportunities available to other strategies that do not use these criteria, or to increase or decrease its
exposure to certain sectors or types of issuers, which may negatively impact the strategy’s relative performance as
compared to non-ESG strategies. Investing on the basis of ESG criteria is qualitative and subjective by nature and
there can be no assurances that the process utilized by the Adviser will enable the strategy to meet its investment
objectives.

Exchange Rate Risk Changes in currency exchange rates could reduce or increase investment gains or investment
losses, in some cases significantly.

Counterparty Risk The possibility that the counterparty to a transaction may be unwilling or unable to meet its
obligations.

Liquidity Risk is the risk that a Fund may encounter difficulties meeting its obligations in respect of financial
liabilities that are settled by delivering cash or other financial assets, thereby compromising existing or remaining
investors.

Operational Risk may subject the Fund to errors affecting transactions, valuation, accounting, and financial
reporting, among other things.

Derivatives Risk Derivatives can behave unexpectedly. The pricing and volatility of many derivatives may diverge
from strictly reflecting the pricing or volatility of their underlying reference(s), instrument or asset.

Emerging Markets Risk Emerging markets are less established, and often more volatile, than developed markets
and involve higher risks, particularly market, liquidity and currency risks.

Interest Rate Risk \When interest rates rise, bond values generally fall. This risk is generally greater the longer the
maturity of a bond investment and the higher its credit quality.

Default Risk The issuers of certain bonds could become unwilling or unable to make payments on their bonds.
Credit Risk A bond or money market security could lose value if the issuer’s financial health deteriorates.

CoCo Bond Risk Contingent convertible securities (CoCo bonds) are comparatively untested, their income payments
may be cancelled or suspended, and they are more vulnerable to losses than equities and can be highly volatile.

Further information on the potential risks can be found in the governing documents.



Important Information

For Professional Clients and intermediaries within countries and territories set out below( and
for Institutional Investors and Financial Advisors in the US. This document should not be
distributed to or relied upon by Retail clients/investors.

The value of investments and the income from them can go down as well as up and investors
may not get back the amount originally invested. The performance figures contained in this
document relate to past performance, which should not be seen as an indication of future
returns. Future returns will depend, inter alia, on market conditions, investment manager’s sKkill,
risk level and fees. Where overseas investments are held the rate of currency exchange may
cause the value of such investments to go down as well as up. Investments in emerging
markets are by their nature higher risk and potentially more volatile than those inherent in some
established markets. Economies in Emerging Markets generally are heavily dependent upon
international trade and, accordingly, have been and may continue to be affected adversely by
trade barriers, exchange controls, managed adjustments in relative currency values and other
protectionist measures imposed or negotiated by the countries and territories with which they
trade. These economies also have been and may continue to be affected adversely by economic
conditions in the countries and territories in which they trade.

The contents of this document may not be reproduced or further distributed to any person or entity,
whether in whole or in part, for any purpose. All non-authorised reproduction or use of this document will
be the responsibility of the user and may lead to legal proceedings. The material contained in this
document is for general information purposes only and does not constitute advice or a recommendation to
buy or sell investments. Some of the statements contained in this document may be considered forward
looking statements which provide current expectations or forecasts of future events. Such forward looking
statements are not guarantees of future performance or events and involve risks and uncertainties. Actual
results may differ materially from those described in such forward-looking statements as a result of various
factors. We do not undertake any obligation to update the forward-looking statements contained herein, or
to update the reasons why actual results could differ from those projected in the forward-looking
statements. This document has no contractual value and is not by any means intended as a solicitation, nor
a recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an
offer is not lawful. The views and opinions expressed herein are those of HSBC Asset Management at the
time of preparation, and are subject to change at any time. These views may not necessarily indicate
current portfolios' composition. Individual portfolios managed by HSBC Asset Management primarily reflect
individual clients' objectives, risk preferences, time horizon, and market liquidity. Foreign and emerging
markets. Investments in foreign markets involve risks such as currency rate fluctuations, potential
differences in accounting and taxation policies, as well as possible political, economic, and market risks.
These risks are heightened for investments in emerging markets which are also subject to greater illiquidity
and volatility than developed foreign markets. This commentary is for information purposes only. It is a
marketing communication and does not constitute investment advice or a recommendation to any reader
of this content to buy or sell investments nor should it be regarded as investment research. It has not been
prepared in accordance with legal requirements designed to promote the independence of investment
research and is not subject to any prohibition on dealing ahead of its dissemination. This document is not
contractually binding nor are we required to provide this to you by any legislative provision.



All data from HSBC Asset Management unless otherwise specified. Any third party information has been
obtained from sources we believe to be reliable, but which we have not independently verified.

HSBC Asset Management is the brand name for the asset management business of HSBC Group, which
includes the investment activities that may be provided through our local regulated entities. HSBC Asset
Management is a group of companies in many countries and territories throughout the world that are engaged
in investment advisory and fund management activities, which are ultimately owned by HSBC Holdings Plc.
(HSBC Group). The above communication is distributed by the following entities:

¢ |n Australia, this document is issued by HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 232595, for
HSBC Global Asset Management (Hong Kong) Limited ARBN 132 834 149 and HSBC Global Asset
Management (UK) Limited ARBN 633 929 718. This document is for institutional investors only, and is not
available for distribution to retail clients (as defined under the Corporations Act). HSBC Global Asset
Management (Hong Kong) Limited and HSBC Global Asset Management (UK) Limited are exempt from the
requirement to hold an Australian financial services license under the Corporations Act in respect of the
financial services they provide. HSBC Global Asset Management (Hong Kong) Limited is regulated by the
Securities and Futures Commission of Hong Kong under the Hong Kong laws, which differ from Australian
laws. HSBC Global Asset Management (UK) Limited is regulated by the Financial Conduct Authority of the
United Kingdom and, for the avoidance of doubt, includes the Financial Services Authority of the United
Kingdom as it was previously known before 1 April 2013, under the laws of the United Kingdom, which differ
from Australian lawsf

¢ in Bermuda by HSBC Global Asset Management (Bermuda) Limited, of 37 Front Street, Hamilton, Bermuda
which is licensed to conduct investment business by the Bermuda Monetary Authority@

¢ in Chile: Operations by HSBC's headquarters or other offices of this bank located abroad are not subject to
Chilean inspections or regulations and are not covered by warranty of the Chilean state. Obtain information
about the state guarantee to deposits at your bank or on www.cmfchile.cl?

¢ in Colombia: HSBC Bank USA NA has an authorized representative by the Superintendencia Financiera de
Colombia (SFC) whereby its activities conform to the General Legal Financial System. SFC has not reviewed the
information provided to the investor. This document is for the exclusive use of institutional investors in
Colombia and is not for public distributionl

¢ in France, Belgium, Netherlands, Luxembourg, Portugal, Greece, Finland, Norway, Denmark and Sweden by
HSBC Global Asset Management (France), a Portfolio Management Company authorised by the French
regulatory authority AMF (no. GP99026)@

® in Germany by HSBC Global Asset Management (Deutschland) GmbH which is regulated by BaFin (German
clients) respective by the Austrian Financial Market Supervision FMA (Austrian clients)a

¢ in Hong Kong by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the Securities
and Futures Commission. This video/content has not be reviewed by the Securities and Futures Commission

¢ in India by HSBC Asset Management (India) Pvt Ltd. which is regulated by the Securities and Exchange Board
of Indial



e in ltaly and Spain by HSBC Global Asset Management (France), a Portfolio Management Company
authorised by the French regulatory authority AMF (no. GP99026) and through the ltalian and Spanish
branches of HSBC Global Asset Management (France), regulated respectively by Banca d'ltalia and
Commissione Nazionale per le Societa e la Borsa (Consob) in Italy, and the Comisién Nacional del Mercado
de Valores (CNMV) in Spaini

* in Malta by HSBC Global Asset Management (Malta) Limited which is regulated and licensed to conduct
Investment Services by the Malta Financial Services Authority under the Investment Services Actl

¢ in Mexico by HSBC Global Asset Management (Mexico), SA de CV, Sociedad Operadora de Fondos de
Inversion, Grupo Financiero HSBC which is regulated by Comision Nacional Bancaria y de Valoresf

¢ in the United Arab Emirates, Qatar, Bahrain & Kuwait by HSBC Global Asset Management MENA, a unit
within HSBC Bank Middle East Limited, U.A.E Branch, PO Box 66 Dubai, UAE, regulated by the Central Bank
of the U.A.E. and the Securities and Commodities Authority in the UAE under SCA license number 602004
for the purpose of this promotion and lead regulated by the Dubai Financial Services Authority. HSBC Bank
Middle East Limited is a member of the HSBC Group and HSBC Global Asset Management MENA are
marketing the relevant product only in a sub-distributing capacity on a principal-to-principal basis. HSBC
Global Asset Management MENA may not be licensed under the laws of the recipient’s country of residence
and therefore may not be subject to supervision of the local regulator in the recipient’s country of residence.
One of more of the products and services of the manufacturer may not have been approved by or registered
with the local regulator and the assets may be booked outside of the recipient’s country of residence.

* in Peru: HSBC Bank USA NA has an authorized representative by the Superintendencia de Banca y
Seguros in Perd whereby its activities conform to the General Legal Financial System - Law No. 26702.
Funds have not been registered before the Superintendencia del Mercado de Valores (SMV) and are being
placed by means of a private offer. SMV has not reviewed the information provided to the investor. This
document is for the exclusive use of institutional investors in Pert and is not for public distributionl

¢ in Singapore by HSBC Global Asset Management (Singapore) Limited, which is regulated by the Monetary
Authority of Singapore. The content in the document/video has not been reviewed by the Monetary Authority
of Singaporel

e |In Switzerland by HSBC Global Asset Management (Switzerland) AG. This document is intended for
professional investor use only. For opting in and opting out according to FinSA, please refer to our websiteldlif
you wish to change vyour client categorization, please inform us. HSBC Global Asset Management
(Switzerland) AG having its registered office at Gartenstrasse 26, PO Box, CH-8002 Zurich has a licence as an
asset manager of collective investment schemes and as a representative of foreign collective investment
schemes. Disputes regarding legal claims between the Client and HSBC Global Asset Management
(Switzerland) AG can be settled by an ombudsman in mediation proceedings. HSBC Global Asset
Management (Switzerland) AG is affiliated to the ombudsman FINOS having its registered address at
Talstrasse 20, 8001 Zurich. There are general risks associated with financial instruments, please refer to the
Swiss Banking Association (“SBA”) Brochure “Risks Involved in Trading in Financial Instrumentsf



e in Taiwan by HSBC Global Asset Management (Taiwan) Limited which is regulated by the Financial
Supervisory Commission R.O.C. (Taiwan)&l

e in Turkiye by HSBC Asset Management A.S. Turkiye (AMTU) which is regulated by Capital Markets Board of
Turkiye. Any information here is not intended to distribute in any jurisdiction where AMTU does not have a right
to. Any views here should not be perceived as investment advice, product/service offer and/or promise of
income. Information given here might not be suitable for all investors and investors should be giving their own
independent decisions. The investment information, comments and advice given herein are not part of
investment advice activity. Investment advice services are provided by authorized institutions to persons and
entities privately by considering their risk and return preferences, whereas the comments and advice included
herein are of a general nature. Therefore, they may not fit your financial situation and risk and return
preferences. For this reason, making an investment decision only by relying on the information given herein
may not give rise to results that fit your expectations.

e in the UK by HSBC Global Asset Management (UK) Limited, which is authorised and regulated by the
Financial Conduct Authority

e and in the US by HSBC Global Asset Management (USA) Inc. which is an investment adviser registered with
the US Securities and Exchange Commission.
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