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Climate Tech — a Definition

What is ‘climate tech’?

The term ‘climate tech’ generally refers to a group of technologies that aim to address climate change by
reducing or eliminating greenhouse gases from one or more sectors of economic activity (i.e.,
decarbonisation) and/or contributing to de-pollution (e.g., reduce water pollution) of industries.

De-carbonisation is achieved either i) indirectly by replacing fossil fuels with clean technologies (e.g.,
renewable power generation, electric vehicles, electric heat) or by enabling the development of clean
technologies; and ii) directly by removing greenhouse gases from the atmosphere (e.g., carbon capture) or
by reducing the use of energy in economic activity that would otherwise not have decreased (e.g., energy
efficiency, material reuse).

Climate tech also includes technologies that contribute to de-pollution, for example by replacing ‘dirty’
technologies and processes that generate waste (e.g., chemical waste), usually in a supply chain, with
ones that eliminate or reduce it. Climate tech also encompasses technologies that improve climate change
resilience and technologies for environmental observation and analysis.

Ultimately, products and services that fall under the broad umbrella of climate tech help organisations and
individuals reduce carbon emissions and pollution, help to enable the transition to net zero, and aim to
reduce the negative impact of human activity on the environment. Given the emerging nature of many of
the technologies and their often-early stages of development, much of the climate tech activity takes place
within the venture capital asset class.

Any forecast, projection or target when provided is indicative only and is not guaranteed in any way.
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Long-term drivers of growth

Why invest in climate tech venture capital?

There are several reasons investors should consider an allocation to climate tech venture capital.
Importantly, the drivers of activity and potential growth within the industry are long-term in nature.

These include:

1.

Climate change is one of the largest global challenges facing the planet and climate tech is
critical to addressing this. With USDG6.5tn a year required investment in new technologies to achieve
net zero by 20507, investing in climate tech can offer an opportunity to generate both financial returns,
while having a positive environmental impact.

. The market opportunity has grown considerably in recent years as businesses, governments and

consumers focus on reducing carbon emissions and polluting activities. This has resulted in demand for
climate technologies. In parallel, the reduction in the cost of foundational technologies means that the
products and services often have the potential to scale at rates not previously possible.

. Policy tailwinds can drive activity: Many governments are supportive of the adoption of solutions

enabling the transition to net zero, with policies such as the Inflation Reduction Act in the US and the
EU’s Sustainable Energy for All Initiative, long term demand could potentially be continued for these
solutions in our view.

. The fundamentals driving climate tech are strategic, not tactical: the climate tech opportunity is

driven by the increasing adoption of climate technologies, such as electric vehicles and renewable
energy, the rapidly declining costs of technology and society’s appetite to transition to net zero. This
can insulate the long-term potential of climate tech companies from short term economic gyrations.
Early-stage climate tech companies, in particular, offer an opportunity for diversification, since they are
less correlated to public markets than other venture sectors (or later stage) since exits are likely to be
achieved via acquisitions rather than Initial Public Offerings (IPOs).

The underlying technology, industry, and regulatory transformations are creating markets for new
products and services that were nascent or did not exist five years ago. It is likely that the sector will
continue to grow, particularly in these new markets, as a result.

Any forecast, projection or target when provided is indicative only and is not guaranteed in any way.
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The secular trends that make climate tech a compelling investment opportunity

1. Electric Vehicles’ (EV) adoption has been exponential?: New passenger EV sales in 2015 totalled just
under 460,000 vehicles; by the end of 2021, this had reached more than 6.5 million — an increase of
over 1,200%.

Global passenger EV sales by market
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Whilst EVs now account for approximately 10% of all passenger car sales globally, they account for
almost half of all bus sales. This rapid growth in EV adoption has seen an equally large expansion in
the technology required to support it; in 2015 there were around 200,000 public charging points
globally and today there are nearly 2 million3.

The growth in electrification of transport is expected to result in the demand for oil used for road
transport peaking by 2027 and will create significant opportunities for technologies that support this
adoption and transition.

Any forecast, projection or target when provided is indicative only and is not guaranteed in any way.
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Renewables adoption is continuing at pace*: Renewable sources of energy will become the
single largest source of electricity generation by 2025 (surpassing coal), accounting for 38% of
electricity generation. Renewables are the only electricity generation source whose share is
expected to grow going forward.
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Source: International Energy Agency, Renewables 2022 Report

Renewable generation capacity expansion between 2022 to 2027 will grow by approximately
2,400 GW, equivalent to the entire installed power capacity of China today. This expansion will
account for over 90% of new global electricity generation capacity over the next five years.

In addition, geopolitics is accelerating the pace of the transition, with the EU in particular
recognising the need to increase energy security and recognising that renewables form an
important part of that strategy. As a result, the EU has increased its goal for renewables to
account for 45% of the share of energy consumption by 2030.

This trend of power transformation towards renewables will require significant investment in
climate technology to succeed.

. Policy and societal tailwinds: Consumer and business demand for solutions to address the
climate challenge in everyday life have grown considerably. In recent years (accelerated by the
recent global pandemic), a “climate consciousness” has arisen in many consumers and
governments. For example, 61% of countries have committed to achieving net zero CO,
emissions by 2050, as a party to the Paris Agreement. Meanwhile, 21% of the world’s 2,000
largest publicly traded companies (representing approximately USD14tn of annual revenue) have
made their own net zero pledges (including HSBC Group plc)®.

In addition, a recent consumer survey found both 50% and 54% of Millennials and Gen Z
shoppers, respectively, are willing to spend 10% more on goods that they believe are made
sustainably®. Increased pressure from consumers and investors alike should ensure that
businesses seek more sustainable production methods. This could be manifested in more
sustainable supply chains, for example.

Additionally, the spotlight that many investors are shining on the sustainable practices of
companies, as well as financial investors’ increased focus on sustainability and ESG alignment,
should mean that greater emphasis is placed on accurately monitoring and measuring data.

Any forecast, projection or target when provided is indicative only and is not guaranteed in any way.
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4. International Energy Agency, Renewables 2022 Report
5. Energy & Climate Intelligence Unit, TAKING STOCK: A global assessment of net zero targets, University of Oxford, March 2021
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4. Significant dry powder and investor interest in the asset class could support valuations
and provide exit opportunities: The significant expansion of the asset class has resulted in a
large volume of dry powder available for investment. As at the end of Q4 2022, climate tech dry
powder totalled approximately USD37bn, compared with just USD3bn at the end of Q1 2021.

Furthermore, approximately two thirds of this dry powder was in growth funds, which are later
stage investors. This dry powder is likely to be deployed over the next five years. As a result, it
could provide some valuation support and exit opportunities for earlier stage companies, which
will grow and may become viable targets for such funds in the future’.

In addition to this, the continued interest from many investors, from early-stage venture capital all
the way to public markets, for assets that have some focus on ESG related factors means that
many of the companies that are private start-ups now may mature into IPO candidates that fit
with such a mandate.
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Any forecast, projection or target when provided is indicative only and is not guaranteed in any way.
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Rising deal activity

The growth of the climate technology sector can also be witnessed through the rising number of deals and
aggregate deal values in recent years. Aggregate deal values increased from USD8.1bn in 2017 to reach
USD48.4bn at the peak of market activity in 2021 — equal to compound annual growth of 56.3%. During
2022, activity within the climate tech sector slowed for the first time since 20138 but remained at elevated
levels. This decline is likely a spill-over from the lower levels of activity within the VC asset class since
interest rates began to increase at pace, as 2022 progressed.

Climate tech VC deal activity:
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Why access climate tech at the early-stage?

Though investing in early-stage venture capital can be a higher risk versus public or private equity, owing
to the relative immaturity of companies, the potential for positive returns, particularly in complex sectors
such as climate tech, is significant. Early-stage companies are often at the forefront of innovation and have

the potential to grow quickly, delivering considerable value for investors.

Any forecast, projection or target when provided is indicative only and is not guaranteed in any way.

HSBC Asset Management as of January 2024.
8. Source: Pitchbook, 2022 data as of June 2023.



Attractive valuations at an early stage

There are a number of reasons why valuations in early-stage climate tech are more attractive
than later stage:

1. Supply and demand imbalance; capital is being raised to target the later-stage/growth segment
of the market, but the majority of the opportunities are in the early stage

There is substantial capital being raised in large (USD750m+) funds focused on climate tech, as a greater
number of asset managers have entered the space. This is partially driven by the strong thesis
underpinning investment in the asset class. These funds need to deploy relatively large ticket sizes
(USD50m+), so therefore focus on the later stage/growth part of the market to ensure they can achieve
their deployment targets.

The issue with raising a large fund in climate tech is that the climate technology space is nascent, with
technological advancement in underlying infrastructure only making the opportunity viable recently. This
means that most of the opportunities today remain in the early stage.

Between 2015-2022, there were over 1,000 early-stage climate tech deals, compared to just 238 later
stage VC deals, and only 87 growth stage deals. However, the vast majority of the capital currently in
market is targeting later-stage and in many instances, the growth component of the market. The high
velocity of company formation, mostly at the earlier seed stage, shows that climate tech is still a relatively
young industry. The result of this imbalance is that there is a lot of capital chasing few deals, resulting in
the prices being paid for later stage & growth stage deals being higher, due to the increased competition.

Majority of climate tech opportunities are in early-stage but majority of capital is targeting
later stage. (Size of bubbles represents capital raised in 2021 and 2022)
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2. Exit opportunities; abundance of exit avenues for early stage, while public markets offer an
attractive exit route for later-stage

Earlier stage transactions offer a greater diversity of potential exit opportunities, owing to the fact that the
entry valuations are generally lower (typically USD30-50mn). This means that even after significant growth
(5-10x), the companies can still be at a valuation that makes them attractive for corporate M&A.

In contrast, the higher valuations of late-stage companies (USD100mn+) means that to deliver attractive
returns, they will be required to exit at valuations that frequently do not make them viable targets for
corporate M&A. This leaves public markets (via Initial Public Offering (IPO) the most obvious exit route. As
a result, these investments can be highly correlated to public markets, given that exit opportunities depend
on equity market conditions. The lack of variety of exit opportunities therefore increases the risk for
investors that funds fail to realise exits, or are required to compromise on valuation, to sell and return
capital to investors.

Data from PitchBook shows that between 2015 — 2022, there have been more deals in the ‘early-stage VC'
segment of the market (defined as Series A to Series C deals) than any other segment, reflecting the scale
of the opportunity.

Number of climate tech deals globally, by stage, 2015 to 2022
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Conclusion

The long-term opportunity for climate tech-focused companies appears positive. With significant drivers of
activity and potential growth, investors and fund managers have contributed to the ongoing establishment
and institutionalisation of the sector. This is driven by:

& Long-term drivers of activity within this part of the market
¢ Significant company formation (as measured by the number of firms) at early stage

& Early-stage investments offering more potential exit opportunities (trade sales, private & growth equity
acquisition, secondary sales, future funding rounds)

& Valuations across early-stage companies have remained grounded, potentially providing greater
downside protection, mitigated by the fact that valuations did not increase as substantially as other
parts of the market.
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Key Risks

Risk considerations: There is no assurance that a portfolio will achieve its investment objective or will work under all
market conditions. The value of investments may go down as well as up and you may not get back the amount
originally invested. Portfolios may be subject to certain additional risks, which should be considered carefully along
with their investment objectives and fees.

Further information on the potential risks can be found in the Key Investor Information Document (KID) and/or the
Prospectus or Offering Memorandum.

¢ Risk that the Fund may not meet its investment objective and policy: There is no guarantee that the Fund will
meet its investment objective. The Fund’s ability to achieve its investment objective will depend in particular on,
without limitation, the Fund successfully executing its investment objective and policy and the performance of the
Investments. There can be no assurance as to the level of capital return and/or volatility over the Fund'’s term.

¢ Market risk: The value of investments may be affected by political and economic news, government policy,
changes in technology and business practices, changes in demographics, cultures and populations, natural or
human-caused disasters, pandemics, weather and climate patterns, scientific or investigative discoveries, costs and
availability of energy, commodities and natural resources. The effects of market risk can be immediate or gradual,
short-term or long-term, narrow or broad.

¢ Venture capital risk: Investment in unquoted companies often involves assuming higher levels of risk given their
early stage of development and absence of liquidity.

¢ Liquidity risk: An investment in the Fund must be considered illiquid. The units of the Fund would not have a
secondary market and there is generally no right to redeem. Investors should be prepared to bear the risk of owning
their interests in the Fund for an extended period.

Investors in alternatives products should bear in mind that these products can be highly speculative and may not be
suitable for all clients. Investors should ensure they understand the features of the products and Fund strategies and
the risks involved before deciding whether or not to invest in such products. Such investments are generally intended
for investors who are willing to bear the risks associated with such investments, which can include: loss of all or a
substantial portion of the investment, lack of liquidity in that there may be no secondary market for the Strategy and
none may be expected to develop; volatility of returns; prohibitions and/or material restrictions on transferring interests
in the Strategy; absence of information regarding valuations and pricing; delays in tax reporting; key man and adviser
risk; limited or no transparency to underlying investments; limited or no regulatory oversight and less regulation and
higher fees than mutual strategies.

Please note that alternatives related investments are generally illiquid, long-term investments that do not display the
liquid or transparency characteristics often found in other investments (e.g. listed securities). It can take time for money
to be invested and for investments to produce returns after initial losses. As such alternatives related investments
should be considered as a very high-risk investment and are only suitable as part of a diversified portfolio. Before
making such investments, prospective investors should carefully consider the risks set forth in the relevant investment
documents. If you are in any doubt about the contents of the relevant investment documents you should consult your
accountant, legal or professional adviser or financial adviser.



Important information

For professional clients and intermediaries within countries and territories set out below; and for institutional
investors and financial advisors in Canada and 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 capital invested in the fund can increase or decrease and is not guaranteed.
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, fund manager’s skill,
fund 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. Mutual fund investments are subject to market
risks, read all scheme related documents carefully.

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:
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In Argentina by HSBC Global Asset Management Argentina S.A., Sociedad Gerente de Fondos Comunes de
Inversién, Agente de administracién de productos de inversion colectiva de FCI N° 1;

In 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 laws;

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 Canada by HSBC Global Asset Management (Canada) Limited which provides its services as a dealer in all
provinces of Canada except Prince Edward Island and also provides services in Northwest Territories. HSBC Global
Asset Management (Canada) Limited provides its services as an advisor in all provinces of Canada except Prince
Edward Island;

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. Further information may be
obtained about the state guarantee to deposits at your bank or on www.sbif.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 distribution;

in Finland, Norway, Denmark and Sweden by HSBC Global Asset Management (France), a Portfolio Management
Company authorised by the French regulatory authority AMF (no. GP99026) and through the Stockholm branch of
HSBC Global Asset Management (France), regulated by the Swedish Financial Supervisory Authority
(Finansinspektionen);

in France, Belgium, Netherlands, Luxembourg, Portugal, and Greece 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);

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 been 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 India;

in Italy and Spain by HSBC Global Asset Management (France), a Portfolio Management Company authorised by
the French regulatory authority AMF (no. GP99026) and through the Italian 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 Spain;



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

¢ in the United Arab Emirates, Qatar, Bahrain and 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. None or some 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 Peru
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 Perd and is not for public distribution;

¢ 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 Singapore;

¢ 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 website at
https://www.assetmanagement.hsbc.ch/ if you wish to change your 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 Instruments”;

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

¢ inthe UK by HSBC Global Asset Management (UK) Limited, which is authorised and regulated by the Financial
Conduct Authority;

¢ 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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