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Transition Finance; Japan’s Approach

Basic Guidelines on Climate Transition Finance (May 2021)

Elementl: Element2: Element3: Element4:
Fundraisers’ climate Business model Climate transition Implementation
transition strategy and environmental strategy to be Transparency

=] governance materiality science-based

E including targets and

2 pathways

w

w

A roadmap for decarbonization initiatives has been
developed for each industrial sector

10 industrial sectors ; Iron and steel, Chemicals, Power, Gas, Petroleum, Pulp and paper, Cement,
Shipping, Aviation, and Automobile, raise funds through transition bonds/loans while referring to the

roadmap.

Each industry in Japan will work as a frontrunner in
strategies and initiatives towards decarbonization.

Promote Japanese-style transition financing in the Asia-Pacific region, ensuring interoperability with
taxonomy approach.
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Source: Ministry of Economy, Trade and Industry; compiled by DIR.
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Transition Bonds Issued by Japanese Companies (As of the end of Aug. 2024 )

22 issuers, 59 bonds, 973 billion yen of total bonds outstanding

Source: Japan Exchange Group; compiled by DIR.
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JAPAN

Pricing Date Issuer Amount Term Pricing Date Issuer Amount Term
(billions of yen) (billions of yen)
Jul-21 NYK Line 10 - 10 5-7 May-23 Osaka Gas 10-10-15 5-20-10
Feb-22 JAL 10 5 May-23 Chugoku Electric Power 20 - 60 5-10
Feb-22 Tokyo Gas 10 - 10 7-10 Jun-23 JAL 20 10
May-22 JERA 12-8 5-10 Jul-23 NYK Line 10 - 10 5-10
May-22 Kyushu Electric Power 30 - 25 5-10 Aug-23 Mitsubishi Heavy Industries 10 5
May-22 Osaka Gas 10 10 Oct-23 Chugoku Electric Power 20 -16 45-10
May-22 IHI 11-9 5-10 Nov-23 Mitsubishi Materials 20 5
Jun-22 JFEH 25-5 5-10 Feb-24 Kawasaki Heavy Industries 10 5
Jun-22 ENEOS H 85 - 15 10 - 20 Feb-24 JERA 10 10
Jul-22 Idemitsu Kosan 10 - 10 5-10 Mar-24 Mazda Motor Corporation 15 5
Aug-22 Osaka Gas 27 10 Apr-24 NYK Line 15 5
Aug-22 Daido Steel 10 5 Apr-24 Mitsubishi Materials 15 5
Sep-22 Mitsubishi -Heavy 10 5 May-24 JAL 15 - 65 15-10
Industries
Nov-22 Toho Gas 10 10 May-24 Chugoku Electric Power 10 - 16 510
Nov-22 Hokuriku Electric Power| 185-15.3-10.6 |5.4-10-20 May-24 Osaka Gas 25 10
Dec-22 Saibu Gas 10 -5 5-10 May-24 Kyushu Electric Power 10 - 20 5-10
Dec-22 Tokyo Gas 10.1 - 9.7 60 - 60 Jul-24 JFEH 15 5
Mar-23 Tohoku Electric Power 10-5 10 - 20 Jul-24 Kansai Electric Power 30 - 15 5-10
Aug-24 DEVELOPMENT BANK OF 10 .
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- Transition Finance; Taxonomies Approach

. Sector-specific
Taxonomies
Roadmaps
China EU ASEAN Japan

Common ground - Common ground

Amber2

Note: Various source; compiled by DIR.

Sector Sector Sector
A B C
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Illustration of Generating Carbon Credits to Promote Decarbonization across Asia

|
. ( . )
(" Indonesia R Carbon Credit Markets
( )
Retiring Coal Fire Selling
Plants early Carbon Tokyo Stock Exchange /
Credits Trading Platform of Tokyo
. . . Generating Metropolitan Government
D Carbon
” H ” Credits <
Financing Australian Singapore
Carbon
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l‘ L
Purchasing Carbon Credits Purchasing Carbon Credits
Carbon Offsetting , ' Carbon Offsetting
Asian and Other Foreign Companies ] [ Japanese Companies ]

Source : Various Sources; compiled by DIR.
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m VCMs Can Play a Critical Role in Mobilizing Sustainable Finance

Cumulative Emissions Covered Under Net Zero from Select Asia-Pacific Companies

* Expected growth of MMTCOZe

cumulative residual o
emissions will c_:reate a o0 2C pathway

huge and growing 300

demand for carbon offsets  >»

in the run-up to 2050 180

100

50

0

2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042 2044 2046 2048 2050
Net-zero trajectory mmm Residual emissions (2C) ——Gross emissions (2C)

Note: Select companies include: PetroChina, Sony, Singapore Airlines, POSCO, BHP Group, Reliance
Industries, Hon Hai Precision Industry, Geely Automobile, Petronas and CC ALL PLC.

Note: Chart only includes emissions covered under a net-zero target.

Source: BloombergNEF, Bloomberg Terminal, company filings.
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m Demand and Supply

APEC Economies Are Well-Positioned to Use VCMs to Reach Their Net
Zero Goals and Become Leaders If They Are Able to Collaborate in
Developing Interoperable High-Integrity Markets

Currently, over 80% of carbon credit supply come from Developing Asia and Latin America, while almost
half of demand is from North America.

Supply of Carbon Credits Demand from Buyers of Carbon Credits
Rest of the
World Rest of

the
World North

16% America
46%

18%

Source: BloombergNEF, Verra; compiled by DIR.
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Current Carbon Credit Markets in Japan

Tokyo Stock Exchange
(Spot Trading)

I J-Credits

Credits Granted
to GX League

Carbon Credit Market

Tokyo Metropolitan
Government
(TMG)

Tokyo Cap-
and-Trade
Program

I Carbon credit |
I trading system |

Japanese | Companies for
: Excess
companies [— . . . . .
P Emissions Main participants :
Reductions - Securities companies
- Banks
- Trading companies etc.
Carbon Offset Credits
from — Joint Crediting )
- Carbon credit purchasers
overseas |— Mechanism Y

(JCM-Credits)

Note: Tokyo Metropolitan Government runs “Cap & Trade system” and plans to launch by the end of March 2025 a new trading system in
which J-Credits and voluntary carbon credits are to be traded.
Source : Various Sources; compiled by DIR.

Daiwa Institute of Research Ltd.
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- World Parity Unit (WPU) Indexed Bonds

* WPU s a currency unit comprising a basket of seven developed and four emerging

currencies.

 FTSE Russell started calculating it from February 21, 2012. The base date is
December 31, 2011, at which date WPU is indexed to the basket of currencies and

its value is set at one against USD.

* Most WPU indexed bonds are to be issued and redeemed in dollars. Coupon
payments and redemptions are indexed to WPU. WPU is designed to reduce

currency risks through diversification.

« ABAC Finance and Investment Task Force is seeking to get the first WPU indexed

bond issued this year.

USD, 24.7% 1.10

MXN, 1.7%

AUD, 5.0%

CHF, 6.6%

CAD, 7.6%
EUR, 16.3%

0.60
GBP, 12.3%

Note: As of September 24, 2024.
Source: FTSE Russell, Bloomberg; compiled by DIR.
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. ____________________________________________________________________________________________________________________________________________ |
IMPORTANT

This handout is not intended as a solicitation for investment. Content herein is based on reliable information available at the time the handout was prepared and may be amended or otherwise changed in
the future without notice. We make no representations as to accuracy or completeness. Daiwa Securities Group is the parent of Daiwa Institute of Research Ltd. and Daiwa Securities Co.Ltd. Daiwa
Institute of Research Ltd. retains all rights related to the content of this handout, which may not be redistributed or otherwise transmitted without prior consent.

United Kingdom

This handout was produced by Daiwa Institute of Research Ltd., and is distributed by Daiwa Capital Markets Europe Limited which is regulated by The Financial Conduct Authority (“FCA”) and is a member
of the London Stock Exchange and Eurex.

Daiwa Capital Markets Europe Limited may, from time to time, to the extent permitted by applicable UK law and other applicable law or regulation, participate or invest in other financing transactions with
the issuers of the Securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options therefore
and/or may have acted as an underwriter during the past three years for the issuer of such Securities.

In addition, employees of Daiwa Capital Markets Europe Limited and its affiliate may have positions and effect transactions in such Securities or options and may serve as directors of such issuers. Daiwa
Capital Markets Europe Limited may, to the extent permitted by applicable UK law and other applicable law or regulation, effe ct transactions in the Securities before this handout is published to recipients.

This handout is intended for investors who are not Retail Clients within the meaning of the Rules of FCA and should not, therefore, be distributed to Retail Clients in the United Kingdom. This handout is
not to be used or considered as an offer to sell or solicitation of an offer to buy any Securities. Information and opinions contained herein have been compiled or arrived at from sources believed to be
reliable, but neither Daiwa Capital Markets Europe Limited and/or its affiliates accepts liability for any loss arising from the use hereof or makes any representation as to their accuracy or completeness.

Any information to which no source has been attributed should be taken as an estimate by Daiwa Institute of Research Ltd. This handout is not be relied upon as such or used in substitution for the
exercise of independent judgment. Should you enter into investment business with any Daiwa Capital Markets Europe Limited affiliate outside the United Kingdom, we are obliged to advise that the
protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the Financial Services Compensation Scheme may not be available. Daiwa Capital Markets Europe
Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at https://www.uk.daiwacm.com/about-us/corporate-
governance-regulatory. Regulatory disclosures of investment banking relationships are available at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Germany

This handout is distributed in Germany by Daiwa Capital Markets Deutschland GmbH, which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the conduct of business in
Germany.

North America

This handout was prepared by Daiwa Institute of Research Ltd.("DIR"), a Japanese company. It may not be accurate or complete and should not be relied upon as such. It reflects the preparer's views at
the time of its preparation, but it is provided with a time delay and does not reflect events occurring after its preparation. The preparer has no obligation to update this handout or to continue to prepare
research on this subject. This handout is not an offer to sell or the solicitation of any offer to buy securities. Unless this handout says otherwise, any recommendation it makes is risky and appropriate only
for sophisticated speculative investors able to incur significant losses. Readers should consult their financial advisors to determine whether any such recommendation is consistent with their own
investment objectives, financial situation, and needs.

This handout does not recommend to U.S. recipients the use of Daiwa Capital Markets America Inc. or its non-U.S. affiliates to effect trades in any security and is not supplied with any understanding that
U.S. recipients will direct commission business to such entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in any securities referenced in this handout
should contact a Daiwa entity in their local jurisdiction. U.S. customers wishing to obtain further information or effect transactions in any securities mentioned in this handout should contact Daiwa Capital
Markets America Inc. ("DCMA"), Financial Square, 32 Old Slip, New York, New York 10005 (telephone 212-612-7000).

Explanatory Document of Unregistered Credit Ratings

This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 27 of the Financial Instruments and
Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:

https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit_ratings.pdf. If you need more information on this matter, please contact the Research Production Department of Daiwa Securities.
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Attention
This cover letter is an unofficial translation. The official document is in Japanese.

Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law

(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)

If you decide to enter into a business arrangement with our company based on the information described in materials presented along with this cover
letter, we ask you to pay close attention to the following items.

= In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand
with you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm
the commission for each transaction. In some cases, our company also may charge a maximum of ¥ 2 million (including tax) per year as a standing
proxy fee for our deposit of your securities, if you are a non-resident.

m For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made

beforehand with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.

m There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in
interest rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the
loss could exceed the amount of the collateral or margin requirements.

m There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.

m Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such

experts as certified public accountants.

* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current
market conditions and the content of each transaction etc.

** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company
and you based on current market conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take
responsibility for your own decisions regarding the signing of the agreement with our company.

Corporate Name: Daiwa Securities Co. Ltd.
Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau
(Kin-sho) No.108

Memberships: Japan Securities Dealers Association

The Financial Futures Association of Japan

Japan Investment Advisers Association

Type II Financial Instruments Firms Association

Japan Security Token Offering Association
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