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Climate Risk Disclosure

Pursuant to the issuance of Supervisory Policy Manual GS-1 “Climate Risk Management” by the
HKMA in December 2021, banks are required to make climate-related disclosures aligned with the
Task Force on Climate-related Financial Disclosure (“TCFD”) recommendations on governance,
strategy, risk management and metrics and targets to enhance transparency to all stakeholders at a

minimum.
The classification of climate risk is broadly divided into physical risk and transition risk.

— Physicalrisks are resulted from the impact of climate, weather-related events and long-term
shifts in climate patterns which can be detrimental to every person to a large extent where
direct impact on the Bank through events may also lead to damage to property and reduced
productivity.

— Transition risks to the Bank is identified as financial risk other than opportunity that results
from the process of adjustment towards a lower-carbon economy, governmental climate
policy, technologies advancements or responses in the market sentiment.

With regard to climate risk, the Bank has put in place a Climate Risk Management Policy which was
approved by the Board in December 2022. The Board has the ultimate responsibility for the Bank's
climate risk management and resilience. For the oversight of the Bank's approach to managing
climate risks and opportunities, it has delegated authority to its Risk Committee with the prime
responsibility for overseeing the development and implementation of climate risk policy and
strategy. The Senior Management is responsible for the proper functioning of the Bank's risk
management framework and for driving necessary changes in addressing climate-related issues.
Other parties for the day-to-day management of climate risk include the Compliance Department,

the Internal Audit Department and heads of various departments.

To manage the impact of climate-related risks which may occur over the medium and long terms,
the management is well prepared for the followings:
— To have sufficient knowledge and understanding of global, regional and local developments
to consider the impact on the Bank;
— To ensure that there are appropriate resources, processes, systems and controls to support
the implementation of the strategy;
— To cultivate a risk culture from the top that embeds climate-related considerations into the
business activities and decision-making process; and
— To promote staff awareness on carbon neutrality and the carbon footprint of the Bank’s

operations and adopted practices, products and equipment that are sustainable.
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The Bank does not provide green financing to customers at the moment. Our customer base does
not fall into the TCFD which has identified sectors and industries with the highest likelihood of

climate-related impacts based on greenhouse gas emissions, energy usage and water usage.

The Bank has started preparing strategies to assess and identify potential impacts on current
business operations involving money market placement with counterparties. Apart from the
embedded counterparty credit risk, the Bank has also envisaged the risk of business disruption,
costs associated with property repairs and compliance with new rules. Furthermore, it is aware
that inadequate management of climate risk will adversely affect the reputation of the Bank

eventually.

Simple metrics will be adopted by the Bank to periodically measure and report climate risks.
Annual stress-tests on financial impacts are to be performed on severe but plausible scenarios of

physical risk cases where climate changes may result in business disruption to the Bank’s operations.
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