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Investor update

Over 25% of investors
called for more

climate action from
Japanese megabanks

Shareholders must use this window of
opportunity to encourage the banks to change

JULY 2024




Disclaimer

Informational purposes only — This communication is provided solely for informational purposes only and is not, and
should not be construed as, investment advice or investment recommendations for the purposes of the Financial
Instrument Exchange Act of Japan.

No joint-exercise of voting rights — Nothing in this written communication, nor in any related oral discussion, is intended to
be, nor should it be construed as, an offer, an acceptance or a consent, to enter into an agreement for the joint exercise of
voting rights or any other shareholder’ rights for the purposes of the Financial Instrument Exchange Act and Foreign
Exchange and Foreign Trade Act of Japan. If needs be, it is hereby emphasised that each shareholder exercises its
shareholder’s rights independently based upon its own decision and shall not be held liable for its exercise of its
shareholder’s rights in any event or in any result, as a breach of any discussion between the shareholders.

No proxy solicitation — Nothing in this written communication, nor in any related oral discussion, is intended to be, nor
should it be construed as, a “solicitation for proxies” for the purposes of the Financial Instrument Exchange Act of Japan.
The shareholder is not soliciting or seeking any authorization by any other shareholders to exercise their voting rights or
any other shareholders’ rights on their behalf or as their agent at the annual shareholders’ meeting. This is a non-
commercial product for public dissemination only. Not for sale.
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Shareholders want to see more disclosure to ensure bank

stability

e How the banks will be assessing clients’ transition plans and encouraging their clients to

decarbonise
e Directors’ competency to manage climate risk

Shareholders’ voices, questioning top management’s
qualifications (Asahi Shimbun)
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Global investors want more climate action
from Japan’s megabanks (Nikkei Asia )

OPINION

Global investors want more
climate action from Japan's
megabanks

Borrowers' transition plans must be assessed to manage risk

& Will van de Pol
_ June 24, 2024 05:05 JST



https://asia.nikkei.com/Opinion/Global-investors-want-more-climate-action-from-Japan-s-megabanks

Votes for climate-related shareholder proposals at
Japanese Megabank AGMs in 2024

Bank Director competency proposal Transition assessments proposal
(votes in favour) (votes in favour)

MUFG 25.79% 18.38%

Mizuho 25% 22%

SMBC 26.34% 24.21%

Proposal details can be found here: https://shareholderaction.asia/japanese-banks-mufg-smbc-mizuho-2024/



https://shareholderaction.asia/japanese-banks-mufg-smbc-mizuho-2024/

Megabanks have made some improvements, but fall short

Sector

Science Says

Banks (April/May 2024)

Oil and gas

I[EA NZE: Compared to 2022, emissions from oil and
gas fall 26% by 2030 and 53% by 2035

No improvements

Coal mining

IEA NZE(p.143): “In the NZE Scenario, global coal
production declines by 45% to 2030 and a further
85% between 2030 and 2050”

SMBC ruled out “support for thermal coal mining sector with maturity exceeding the end of
FY2030 in OECD countries and the end of FY2040 in non-OECD countries” (Egﬁ)

MUFG set a new financed emissions target to “reduce loan amount in OECD countries to zero
by FY2030 and in non-OECD countries to zero by FY2040” (Pg.72)

Coal power

IEA NZE(p.127): “By 2030, with new construction
slowing and efforts to transition away from coal
underway in many countries, the share of unabated
codl in electricity generation falls below... 15%”

Mizuho added possibility of finance for managed phase out (early retirement) as well as
excluding financing and investment to: “Companies with no existing financing and
investment transactions and whose primary business is coal-fired power generation” (Pg.
40)

Client Transition
Plan assessments

Investor expectations based on the science are 1.5C
aligned, Scope 1-3 targets, Capex plans, Short,
medium, long term goals, with verifications and
frameworks.

No improvements - while the banks have made changes to their framework to assess client
transition, the banks will still finance clients who do not meet their assessments of a credible
transition plan.

Human rights

SMBC introduced environmental and social due diligence (corporate finance) to enhance
"existing credit assessment which will strengthen the risk management and customer
engagements” (Pg.17)



https://iea.blob.core.windows.net/assets/9a698da4-4002-4e53-8ef3-631d8971bf84/NetZeroRoadmap_AGlobalPathwaytoKeepthe1.5CGoalinReach-2023Update.pdf
https://www.iea.org/reports/world-energy-outlook-2023
https://www.smfg.co.jp/english/sustainability/group_sustainability/
https://www.mufg.jp/dam/csr/report/progress/climate2024_en.pdf
https://www.iea.org/reports/world-energy-outlook-2023
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/sustainability_progress_2024.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/sustainability_progress_2024.pdf
https://www.smfg.co.jp/news_e/pdf/e20240515_02.pdf

Megabanks continue to lag behind in limiting finance to oil
and gas companies

scores on decarbonisation strategy (capital allocation
to misaligned activities)

Has committed to end all project financing dedicated to the exploration and
development of new oil and gas fields?

Has committed to end all on- and off-balance sheet activities dedicated to the

exploration and development of new oil and gas fields misaligned with a 1.5°C
pathway?

Does the bank’s oil and gas policy include an exclusion threshold for investees with oil
and gas expansion plans or with operations in unconventional oil and gas?
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https://www.transitionpathwayinitiative.org/banks
https://www.mufg.jp/dam/csr/report/2023/sr2023_en.pdf
https://www.smfg.co.jp/english/sustainability/materiality/environment/climate/pdf/tcfd_report_e_2023.pdf
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/overview/report/tcfd_report_2023.pdf
https://www.hsbc.com/-/files/hsbc/our-approach/risk-and-responsibility/pdfs/221214-hsbc-energy-policy.pdf
https://www.ing.com/Sustainability/Our-Stance/Oil-gas-industry.htm
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Data source: Banking On Climate Chaos 2023
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Megabanks face serious financial risk if they don’t have ol
and gas policies

e IEA: “The volatility of fossil fuel prices means that revenues could fluctuate from year to year — but
the bottom line is that oil and gas becomes a less profitable and a riskier business as net zero
transitions accelerate.” “If all national energy and climate goals are reached, [oil and gas
companies’] value is lower by 25%, and by 60% if the world gets on track to limit global warming to

1.5°C

e According to studies on European banks, banks with significant exposure to fossil fuel assets could
be at risk of not having sufficient equity to cover their losses if global warming is limited to 1.5 °C.

e The Japanese megabanks face default risk and find themselves ill equipped to detect this risk
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https://www.nikkei.com/article/DGXZQOUB14ANV0U4A210C2000000/

Megabanks also face risk to reputation globally...
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https://www.youtube.com/watch?v=ZhWM2MpKxvE

Investors are urged to engage with Megabanks to limit own
risk

We expect that the banks will seek to make improvements to
policy and targets prior to the release of their TCFD reports in
September/October 2024. We urge you to engage with them:
o to set clear oil and gas project finance restrictions
o to set clear expectations of their oil and gas clients
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Thank you for your attention

ASIA SHAREHOLDER ACTION
HTTPS://[SHAREHOLDERACTION.ASIA/
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