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Financing sustainable growth

Reqgulatory developments will continue to shape green bond market supply prospects

Sustainable EUR bank bond supply doubled per 2021 The green use of proceeds remains dominant to supply
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EU Taxonomy

Verifying taxonomy compliance is a huge task
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Communicating vessels to sustainability reporting

EU requirements will impact financial and non-financial corporations in and outside the EU

-
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Sustainable Finance
Disclosure Reqgulation

Financial market participants:

* Insurance companies

* Pension funds

* Investment firms

* Credit institutions

providing portfolio manager services

~N

.

Financial advisers:

* Insurance companies

* Pension funds

* Investment firms

providing investment or insurance
advice

~N

EU Green Bond Standard

_

Taxonomy

-

|

* EU / EU member states (labelling requirements)
* Financial market participants
* Undertakings subject to NFRD requirements

|

J

EU sustainability
reporting regime

-

\.

Non Financial
Reporting Directive

J

.

Listed companies with an average of
500 employees or more (& parents):
* Non-financial corporations

* Financial corporations

4 Corporate Sustainability

Reporting Directive

* All large corporations

* All listed corporations (except micro)
* Third country corporations subject

\_ to equivalence provisions

J
~N

J
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The EU taxonomy reqgulation

The identified six environmental objectives & eligibility criteria

Climate change mitigation
Climate change adaptation
\

‘ Sustainable use and protection of water and marine resources
|

Transition to a circular economy, waste prevention and recycling
l
‘ Pollution prevention and control

Protection and restoration of biodiversity and ecosystems
4

1. Substantial 2.Dono 3. Compliance
contribution significant harm with minimum
(SC) to one or (DNSH) to any safeqguards (MS)

more of the other environ-
environmental mental objective
objectives

[ ] [ ]

Climate
Delegated Act

Environmental
Delegated Act

|

4. Compliance
with the
technical
screening
criteria (TSC)




The technical screening criteria for buildings

The activities that in and of themselves contribute substantially and transition activities

Low carbon activities

pConstruction new buildings per 2021: The primary energy demand (PED)
4 defining the energy performance of the building resulting from the new
construction is at least 10% lower than the threshold set for the nearly

., zero-energy building (NZEB) requirements. Energy performance is
certified using an as built energy performance certificate (EPC).

Buildings acquired before 31 December 2020: Building has at least
Energy Performance Certificate (EPC) class A. As an alternative, the

| building is within the top 15% of the national or regional building stock
expressed as operational PED and demonstrated by adequate evidence,

= which at least compares its performance vs the national or regional stock
built before 31 December 2020 and at least distinguishes between
residential and non-residential buildings.

Transitional activity

The building renovation complies with the applicable requirements for

major renovations stipulated by the EPBD. The energy performance of

the building or the renovated part that is upgraded must meet EPBD's

cost-optimal minimum energy requirements.

=8 Alternatively, the renovation leads to a reduction of PED of at least 30%,
8 based upon a building survey or energy audit

Climate change
mitigation

Enabling activities

Installation, maintenance and repair:
* Energy-efficient equipment

* Charging station electric vehicles

* Instruments for regulation of energy
performance of buildings

* Renewable energy technologies




The “do no significant harm” assessment

Climate change mitigation - construction of new buildings

[(2) Adaptation }

- Identification of physical climate risks (eg wildfires, flooding, etc.) material to the activity by
performing a robust climate risk and vulnerability assessment (CRVA), proportionate to the scale of
the activity and its expected lifespan. Implement adaptation solutions.

(3) Water

- Confirmation installed water appliances in accordance with applicable technical specifications. Wash
hand basin taps and kitchen taps max water flow of 6 litres/min, showers max 8 litres/min, etc.

(4) Circular economy

- > 70% of non-hazardous construction and demolition waste re-used/recycled
- Operators limit waste generation in processes related to demolition and construction
- Building designs and construction techniques support circularity

(5) Pollution

- No manufacture, placing on the market, or use of: persistent organic polluting substances; mercury
and mercury compounds; substances that deplete the ozone layer, etc.

(6) Ecosystems

- Completion Environmental Impact Assessment (EIA) or screening; mitigation measures
- Appropriate assessment for sites near biodiversity-sensitive areas (eg UNESCO world heritage sites)




Minimum safequards

“The procedures implemented by an undertaking that is carrying out an economic activity to ensure the alignment with:

The OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, including the
principles and rights set out in the eight fundamental conventions identified in the Declaration of the International Labour
Organisation on Fundamental Principles and Rights at Work and the International Bill of Human Rights”

The International Labour Organisation’s (ILO) eight fundamental conventions

Right to organise and of
collective bargaining

ARt Freedom of association and
&g right to organise

=

Abolition of forced and

Right not to be subjected to 1
2 compulsory labour

forced or compulsory labour

Elimination of the worst forms

Minimum age: right not to be
of child labour

subjected to child labour

. Non-discrimination with respect

/ Equal remuneration for men (3 :
14 to employment and occupation

I i, | Gnd women Workers

l




SFDR disclosures

A three-layer transparency path towards

darker green bond markets
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The SFDR provides for three disclosure layers

N
Taxonomy
alignment
J
-

Principal adverse
iImpacts

-

Fund
classification
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Website

SFDR disclosures for financial market participants

Entity level

Product level
1. Non-green, 2. Light green and 3. Dark green

Sustainable risk policies (Article 3)
Integration sustainability risks investments decision process

l i

Statement due diligence polices Reasons why not, and info whether
with respect to impacts and when intended to be considered

Adverse sustainability impacts (Article 4)
Adverse impact on sustainability factors considered?

1. Pre-contractual (eg prospectus) (Article 6)
a. Integration sustainability risks into investments decisions

& impacts sustainability risks on product returns

Additional info

Light green (Article 8):
Information on how

environmental or social
characteristics are met

Index as reference benchmark?
How is the index consistent with
these characteristics?
Methodology index used

Renumeration policies (Article 5)
How are these consistent with integration sustainability
risks?

Dark green (Article 9):

Index used: How is index aligned with
sustainable investment objective?
How does the index differ from broad
market index?

No index used: How is the sustainable
investment objective achieved?

b. Explanation on consideration of principal adverse impacts
on sustainability factors (or reason why not considered)

(Article 7)

2. Periodic reports (eg annual reports) (Article 11)

Light green (Article 8): Extent to
which environmental or social
characteristics are met

Dark green (Article 9): The
sustainability related impact of the
product via sustainability indicators.
Index used: comparison with the impact
of the index and the broad market index
via sustainability indicators

3. Website (Article 10)

11
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Three types of products

Fund classifications in the early days of the SFDR

' Article 6, 8 and 9 funds (nr fund
Article 6 Non_green rticle (Jt/;\rt9 unds (nr funds)

6%

Do not promote environmental or social characteristics.

Do not invest in economic activities that contribute to an environmental/social objective.
- Only pre-contractual disclosures required.

Art6

Art 8 50%

44%

A\gile(SReN Light green

-Financial products that promote environmental or social characteristics.
» Additional information required on how the environmental and social characteristics are met.

-Where applicable, whether and how the index designated as reference benchmark is Article 6. 8 and 9 funds (AUM)
consistent with those characteristics. !

Art9

6% Art6

27%

Ngi[e (s8N Dark green

-Financial products that invest in an economic activity that contributes to an environmental
or social objective, provided that these investments do no significant harm to any of these
objectives and that the investee companies do follow good governance practices.

- Explain how the environmental/social objectives are accomplished (active or passive
investment strategy).

-If reducing carbon emissions is the objective: information on objective of low carbon emissions

in light of Paris ogreement. Source: 18 asset managers, info available by end of April 2021

67%

12



Principal adverse impacts

Environmental  Social Total

Universal mandatory 12 6 18

l Investee companies 9 5 14

i Sovereigns & supras 1 1 2

! Real estate assets 2 2

% Opt-in additional 22 24 46
Investee companies 16 17 33
Sovereigns & supras 1 7 8
Real estate assets 5 5

Financial market participants have to describe the
adverse impacts for all mandatory indicators, but
only for at least one of the additional climate
related indicators and at least one of the additional
social indicators

Source: EC Delegated Regulation on the various RTS required under the SFDR of 6 April 2022




Principal adverse impacts real estate assets

Only environmental impacts are applicable to investments in real estate assets

Mandatory (environmental)

1. Exposure to fossil fuels through real estate assets:
share of investments in real estate assets involved in
the extraction, storage, transport, manufacture of
fossil fuels

2. Exposure to energy-inefficient real estate assets:
share of real estate asset built before 31/12/2020 with
EPC label of C or below plus real estate assets built
after 31/12/2020 with PED below NZEB, versus real
estate assets required to abide by EPC and NZEB rules

Additional (environmental)

F N e

GHG Emissions (Scope 1, 2, 3 and total)

Energy consumption intensity

Waste production in operations

Raw materials consumption for new construction and
major renovations

Land artificialisation

14
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Example of reporting on taxonomy compliance

Article 8 fund Article 9 fund

Investors have to report Sustai
on the taxonomy
alignment of their
investments, a) by

including sovereign
bonds and b) by
excluding sovereign
bonds

ainable (non-
taxonomy)
65%




Taxonomy KPI under the SFDR

A simple illustration why higher taxonomy alignment by banks and their green bonds matters

Taxonomy aligned investments Indicative investment portfolio
100%
Green bonds issued under the future EU green 90%
bond standard (GBS) = 100% market value
80% *
70%

Other green bonds = proportion of the market
value corresponding to the proportion of the 60%
proceeds used to finance environmentally
sustainable (ie taxonomy aligned) activities

50%

Debt instruments and equities in investee 40%

companies = market value of the proportion of
debt instruments/equities reflecting the proportion 30%
of activities of the investee companies that is
associated with environmentally sustainable
activities (eg NFRD (CSRD) disclosures) 20%

10%

Green securitisation notes = market value of the
proportion of the underlying exposures in

Market value of all taxonomy aligned investments of the financial product
Market value of all investments of the financial prodcut

environmentally sustainable activities EU green bond| Other green | Vanilla bond Green Portfolio

I bond securitisation

= note —
= 25% 35% 30% 10% 100%

m Taxonomy aligned  mNon-taxonomy aligned

Based on European Commission, regulatory technical standards, adopted on 6 April 2022

" 16 ING




Green asset ratios

EU Taxonomy Article 8 disclosures for

NFRD(CSRD) undertakings, per Disclosures DA




Green asset ratios for on balance sheet exposures

Accounting categories

1 { » Financial assets at amortised costs
= Financial assets at fair value
2 through other comprehensive
income
3 { » Investments in subsidiaries
4 { » Joint ventures and associates
f

- Financial assets designated at fair
value through profit or loss and

5 < non-trading financial assets

mandatorily at fair value through

profit or loss

Loans and advances, debt securities,
\Y4

equity holdings and repossessed collateral

» Real estate collaterals obtained by
credit institutions by taking
possession in exchange for
cancellation of debt

6 <

Taxonomy aligned exposures *x

GAR =
Total covered assets

* Excludes: exposures to central governments and central banks

Coverage of KPIs (share total financial assets)

Other
exposures Trading book
Sovereigns 7.5 15.5%
12.2%

GAR coverage
non-EU
exposures
14.3%

GAR
coverage EU
exposures
50.5%

¥

GAR on EU exposures (share total financial assets)

Credit for Exposures to other

consumption credit institutions EXPOSures to
7.2 other financial

corporations
7.5%

Residential real
estate exposures
32.9% Exposures
towards NFCs
other than SMEs

25.3%

towar
18.7%

**Excludes: 1) exposures to central governments and central banks, 2) financial assets held for trading, 3) on-demand interbank loans, 4) exposures to non-NFRD undertakings

Source: EBA, European Commission

(18
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Green asset ratio’s for credit institutions

1. Exposures to non-financial corporations
*  GARloans and advances (GAR L&A)
*  GAR debt securities (GAR DS)
+  GAR equity holdings (GAR EH)

2. Exposures to financial undertakings
« Exposures other credit institutions
Exposures to other investment firms
+  Exposures to asset managers
«  Exposures to insurance and reinsurance companies

3. Retail exposures
+ Residential real estate lending
«  Credit for consumption car loans

4. Undertakings nat subject to NFRD disclosures
«  Exposures non=financial upderts klngs (non NFRD)

*  Exposures tQ i ings (non-NFRD)
5. Public housing
6. Repossessed collateral

Source: EBA, European Commission

Distribution of EU bank debt securities

Other Non-financial
financial corporations
corporations
10%

Credit
institutions
20%

General
governments
65%

Distribution of EU bank loans & advances

General Credit
governmentsinstitutions

8% Other
financial

Households corporations
42% 11%

MNon-financial
corporations
35%

(19
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The technical screening criteria identified sectors

Activities identified as contributing substantially to the first two environmental objectives

Climate change adaptation

= Agriculture and forestry

as

» Environmental protection and restoration activities . ..
P <] Not a NACE economic activity

= Manufacturing

-Energy

- Water supply, sewerage, waste and remediation
= Transport

= Construction and real estate activities

[> NACE economic activities left out of scope

Mining and quarrying

Wholesale and retail trade

Accommodation and food service activities

Administrative and service activities

Public administration and defense, compulsory social security
Other services

= Information and communication

= Professional, scientific and technical activities /

* Financial and insurance activities

Climate change mitigation
HEEEEE

AP A

[uny
[y

» Education

= Human, health and social work activities

W

= Arts, entertainment and recreation

= =

- Civil engineering

- Disaster and risk management

20



Loans to households are quite crucial to the GAR

/German banks are least exposed to households \

100%
90%
80%
70%
60%
50%
40% Other
30% consumer
20% loans
10% 36%

0%

Loans to households

>

PL PT IE HU SE ES FI NL DK NO BE IS FR GR GB AT T DE

k w Haouseholds ~ m Non-financial corporates  m Financial corporates /

We estimate that the criteria for real estate and

Residential
mortgage
loans
64%

Loans to NFC

construction will affect the GAR calculations for 45%: Commercial

property
loans

20%

o Household residential real estate assets;
o SME commercial real estate assets;
o Corporate sector exposures to construction and real
estate activities;
o Loans and advances financing public housing;
Other NFC

o Repossessed real estate collateral. loans
80%

Source: EBA statistics I N G




75% of sector exposures are taxonomy in scope

Loans & advances to NFC: 75% is in scope Nordic banks seem best covered by sectors
Out of scope 100%
(other NACE)
25% 80%
60%
I -
20%
0%

In scope SE DK FI DE NO IS AT BE IT PL GB IE NL FR ES HU PT GR

75%
minscope ®Qut of scope

Nordic & BNLX banks most taxonomy eligible  Exposures non-NFRD companies differ highly

m Taxonomy eligible assets disclosed m Non-Financial Counterparties not subject to NFRD

Source: EBA statistics and issuer information

"2 ING.




Corporate Sustainability Reporting Directive (CSRD)

More than reporting on taxonomy compliance alone

On 5 January 2023, the Corporate Sustainability Reporting Directive (CSRD) of 14 December 2022 entered into force.

The Directive amends the Non-Financial Reporting Directive (NFRD) (through Directive 2013/34/EU), the Transparency Directive (Directive
2004/109/EC), the Statutory Audit Directive (Directive 2006/43/EC) and the Audit Regulation (Regulation 537/2014) with regards to
corporate sustainability reporting, strengthening the rules on the social and environmental information companies have to report.

One of the key changes introduced by the CSRD is that it expands the NFRD reporting requirements to all large companies and listed
SMEs, with the exception of micro-enterprises. CSRD companies will have to report according to the European Sustainability Reporting
Standards (ESRS), for which a draft version has been developed by European Financial Reporting Advisory Group (EFRAG) in November

2022. The European Commission is expected to adopt the first set of standards by mid-2023.

Large
public-
interest
enterprises

FY 2024 FY 2025
(per 2025) (per 2026)
Other large

companies

Listed SMEs
(with possibility to
voluntarily opt out

until 2028)

FY 2026
(per 2027)

Non-EU
companies

FY 2028
(per 2029)

23




European Sustainability Reporting Standards (ESRS)

EFRAG published the first set of 12 ESRS in November 2022

Cross-cutting standards
ESRS 1
General requirements
Topical standards

ESRS E1

Environment . o0 change

Social ESRS S1
Own workforce
Governance ESRS G1

Business conduct

Sector specific standards

ESRS 2
General disclosures

ESRS E2 ESRS E3
Pollution Water & marine
resources
ESRS S2 ESRS S3
Workers in the Affected
value chain communities
yet to be developed

ESRS E4
Biodiversity &
ecosystems

ESRS S4
Consumers &
end-users

ESRS E5
Resource use &
circular economy

24




CRR disclosures on climate change and ESG risks

EBA final draft implementing technical standards (ITS) on CRR Article 449a disclosures

(1. Credit quality exposures by )
- 2 sector

Disclosures on 2. Enerqy efficiency immovable

. property
climate change 3. Alignment on scope 3

transition risk emissions

N < 4. Exposures to top 20 carbon-

- - 2 \intensive firms Y,
Disclosures on

climate change

Quantitative
disclosures

physical risk
. ' ~N
( Inf . A 1. Green Asset Ratio (GAR)
. n OI:I’T.IGtIC.)n on 2. Banking book Taxonomy
ESG disclosures mitigation Alignment Ratio (BTAR)
actions 3. Other climate change
L ) mitigation actions
e o J
Qualitative 1. Environmental risk

2. Social risk
3. Governance risk

.

disclosures

Who: Large institutions with securities traded on a regulated market in any of the EU member states
When: From 28 June 2022: first disclosures early 2023 for FY2022, and semi-annually thereafter

Unlike the GAR (January 2024), the BTAR (June 2024) includes exposures to non-financial corporations not subject to NFRD disclosure
requirements (eg SMEs and other non-NRFD companies). Banks have flexibility to disclose on a best efforts basis. They can collect
information on bilateral basis through lending process, use estimates or use EPC labels/top 15% metric for commercial real estate.

The GAR is anticipated to remain leading to performance.

Based on EBA final draft implementing technical standards on prudential disclosures on ESG risks in accordance with CRR Article 449a, January 2022

25




Green bank bonds

How the EU green bond standard will
shape future issuance
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European Green Bond requlation

Three objectives The main points
@ Improve the ability of investors to identify 5 Issuers willing to use the EuGBS
and trust high quality green bonds =Y| designation need to meet:
a) the bond related requirements, and
) ]!\ Facilitate the issuance of high quality green b) thetransparency and external review
1Y bonds by clarifying definitions of green requirements
economic activities and reducing
reputational risks for issuers in transitional @ EuGBS can be used by all green bond
sectors issuers, including private and public

entities, and financial and non-financial

Jok+c Standardise the practice of external review undertakings within our outside the EU
and improve the trust in external reviewers
by introducing a voluntary registration and
supervisory regime

27 ING. »



Green bank bonds (€) per use of proceeds type

Covered bonds

N\

~€65bn

Non-covered bank bonds

Social
18%

Green
82%

~€160bn

Green building loans the most important green use
of proceeds category, particularly for covered bonds

Green buildings

Renewable energy

Clean transportation

Eco-efficient and/or circular economy

Sustainable water and wastewater...

Env. sustainable mngt natural resources, land...
mNon-covered mCovered
Polution prevention and control
Climate change adaptation

Energy efficiency bn
0 20 40 60 80 100 120

28




EuGBS raises the bar versus ICMA requirements

Eligible green
projects GBP

1. Renewable energy

Related TSC and
DNSH

4 Energy

2. Energy efficiency

8, 9 Various activities, incl
info & communication

3. Pollution prevention
and control

5 Water supply,
sewerage, waste mngt

4. Living natural
resources and land use

1 Forestry

5. Terrestrial and aquatic
biodiversity

2 Environmental
protection & restoration

6. Clean transportation

6 Transport

7. Sustainable water and
wastewater managemnt

5 Water supply,
sewerage, waste mngt

8. Climate change
adaptation projects

EU environmental
objective

9. Eco-efficient and/or
circular economy

3 Manufacturing

10. Green buildings

Source: ICMA, European Commission

7 Construction and real
estate activities, &9, 3

The key use of proceeds criteria

The EU Green Bond Standard will raise the bar versus the
ICMA's Green Bond Principles where it comes to the use of
proceeds. The bonds can solely be used to finance assets
related to economic activities that are taxonomy
compliant. Meeting the technical screening criteria for
substantial contribution and doing no significant harm is
therefore crucial.

The use of proceeds are allocated to economic activities
that meet the taxonomy requirements or will meet the
taxonomy requirements within a defined period of time
as set out in a taxonomy alignment (CapEx) plan. This
period shall not exceed five years from bond issuance,
unless a longer of up to ten years period is justified. The-
Parliament proposes that CapEx plans relating to
transitional activities (such as building renovations)
should meet the taxonomy requirements in two years.

The council proposed a “flexibility pocket”, where
maximum 20% of the proceeds of the European green
bonds could be allocated to economic activities that
comply with the taxonomy requirements, with the
exception of the technical screening criteria, for instance
if no technical screening criteria were in force at the
issuance date (non-taxonomy aligned activities).

-

29




Different wordings on application revised TSC

EC: Allocation proceeds -> apply TSC applicable at the time debt was created. When TSC are amended
after creation of debt, apply new TSC within five years time.

Council: Allocation proceeds -> apply TSC applicable at the time debt was created.

EP: Allocation proceeds -> apply TSC applicable at the time financial claim was created. When TSC are
amended after creation of financial claim, apply new TSC within ten years time (instead of 5yr, and for
financial claims without making explicit that previously allocated proceeds do not have to be reallocated).

‘Loan1  Loan2 Loan 3
L 2022 j?],j 2025 2030 2035
i = ] Ao < . o 7 ° ® 7Y o - o Y >
TSC2
[ TCSSAI J amended
CDA
15yr EU green covered bond financing loan 1 and 2
(Do loan 1 and 2 have to be replaced at some point by loan 3?)

Council EC

EP

“Loan1 TSC1  TSC1until2030
_Loan2  TSC1  TSC1 until 2030

TSC 1 until 2035 ) |
TSC 1 until 2035

Loan3  TSC?2 TSC?2

TSC2

Y

Council: loan 1, 2 remain eligible till maturity
(15yr bond and any new bond)

EC:loan 1, 2 remain eligible till 2030
(15yr bond and any new bond)

EP: loan 1, 2 remain eligible till 2035
(15yr bond and any new bond)

30




Will the EuGBS trigger a shift to shorter maturities?

Under the original EC proposal banks have 5yr to apply the new criteria after a revision of the TSC

Redemptions (EUR sustainable covered)

Maturities per TSC relevant bucket (EUR green)

14
12

L= A L ==

Redemptions (EUR sustainable non-covered)

£€bn

-
__ k. ..

13 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35

year of maturity

B Green  ®5Sustainable  ®m5ocial

=2030
30%

2022-2026
31%

2027-2023
33%

Maturities per TSC relevant bucket (EUR green)

45
40
35
30
25
20
15
10

5

0

£€bn
2027-2029

$Llj LB - o

19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35
year of maturity

mGreen m Sustainable m Social

=2030
6%

2022-2026
46%
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Transparency and external review requirements

A registration and supervision framework for external reviewers

f T\

- European green bond factsheet

Pre-issuance |- pre-issuance review green bond
factsheet

N /
a ™
Post - Allocation report

. » Post issuance review allocation report
Issuance » European green bond impact report

\_ J

European Parliament requires additional disclosures

1. Before issuing an EuGB or SLB, issuers subject to create transition plans per NFRD(CSRD), should have
received a positive opinion by an auditor on the alignment of the transaction plan with the climate
neutrality objective by 2050

2. Issuers of bonds marketed in the EU as environmentally sustainable and SLBs to publish due diligence
statement with respect to principal adverse impacts of investment decisions.

3. Issuers of bonds marketed as environmentally sustainable that do not the EuGBS designation should still
disclose eg the environmental objectives that are pursued, intended use of proceeds, taxonomy
alignment of use of proceeds, allocation of proceeds

32
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securitisations

What they could mean for covered bonds
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Developments on sustainable securitisations

EU GBS: Use of proceeds approach, no collateral-based approach in the transition phase

Green covered bonds

Issuer / originator

Cover pool
(dynamic)

[ Use of proceeds ]

[ Security ]

Certain proposals for (green)
securitisation notes may also have
future disclosure implications for
(green) covered bonds

Based on EBA Report - Developing a framework for sustainable securitization, March 2022

Green securitization notes (true sale)

Originator

Issuer (SPV)

Assets

(static)

[ Use of proceeds ] [ Security J

Use of proceeds as well as the disclosures and sanctions
should apply at the originator level and not at the level of the
SPPE. This should be of relevance to all types of bonds issued

through an SPV, including covered bonds.

©

Additional EU GBS disclosure requirements for green
securitisations (disclosure GAR and BTAR of originator and
securitised exposures in EuGB factsheet for all EuGB asset
backed securities and not for securitisations alone)

)

S
[d
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Disclosures on Principal Adverse Impacts (PAl)

Voluntary PAI disclosures for all securitisations, to become mandatory medium term

Mandatory indicators (all) Residential Commercial
Energy efficiency Exposure to fossil fuels through real estate assets v
Exposure to energy-inefficient real estate assets v v
Non-green exposures Proportion of loans to households secured by residential
(100%-GAR) immovable property that is not contributing to the Vv
climate change mitigation objective as per 7.2-7.7 CDA
Additional environmental indicators (at least one) Commercial
GHG emissions Scope 1, 2, 3 and total GHG emissions real estate v v
Energy consumption Energy consumption real estate assets in GWh/m2 v v
Waste Real estate assets without waste sorting/recycling Vv i
Resource consumption Share raw materials/total building materials used Vv Vv
Biodiversity Share non-vegetated surface area/total surface area v v

Securitisations are no “Financial Product” under the SFDR. With the adoption of the Capital Markets Recovery Package (CMRP) it
was decided that originators of simple, transparent and standardised (STS) securitisations should have the option to voluntarily
disclose information on the consideration of adverse impacts on sustainability factors.

The EBA concluded in its report on a framework for sustainable securitization that the voluntary Principal Adverse Impact (PAI)
disclosures should apply to all securitisations, not only STS securitisations, and should become mandatory in the medium term.

No additional mandatory disclosures yet, pending the finalization of the disclosure regulations for EU taxonomy aligned products
and uncertainty of missing data points for securitization once these regulations are implemented.

Based on ESAs Joint Consultation Paper on STS securitizations-related sustainability disclosures (May 2022) and EBA Report - Developing a framework for sustainable securitization (March 2022)
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Development of a green securitisation framework

A dedicated framework for green securitisations complementing the EU GBS
The EBA is of the opinion that a holistic view must be gained on a green framework for all asset backed securities,

including green covered bonds, before establishing a specific framework for green securitization alone.

As the current priority is on financing new green assets, rather than refinancing existing green assets, the EBA reckons a
parallel framework (fully or partially collateral-based), is not consistent with this priority.

Green collateral approach
Light green

Green collateral
securitisation

2 x% secured by
green assets

Taxonomy aligned
securitisation

100% green use
of proceeds

Green
securitisation
framework

Adjusted EU
GBS framework

A green securitisation is backed

predominantly by green assets (eg >

2/3d), while securitisations that do

not have sufficient green assets may
instead meet the adjusted EU GBS

Parallel combined approach
Medium green

X% Use of proceeds
securitisation

X% Green collateral
securitisation

Taxonomy aligned
securitisation

100% green use
of proceeds

Sustainable
securitisation
framework

Adjusted EU
GBS framework

The green securitisation has a

minimum (eg > 51%) green use of

proceeds and a minimum share of

green assets (eg > 50%) in the

underlying portfolio

Based on EBA Report - Developing a framework for sustainable securitization, March 2022

Integrated combined approach
Dark green

Taxonomy aligned
securitisation

100% green use
of proceeds

Green collateral
securitisation

2 x% secured by
green assets

Green
securitisation
framework
Adjusted EU
GBS framework
+
Additional
requirements
for collateral
pool

Green securitisation framework
comprises the adjusted EU GBS and
additional requirements on the

collateral pool

-
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ICMA’s Green & Social Bond Principles

A comparison with the ICMA’s definitions for secured green/social/sustainability bonds

Secured Green/Social Collateral Bond Secured Green/Social Standard Bond
“Net proceeds will be exclusively “Green and/or social projects of the
applied to (re)finance green and/or issuer, originator or sponsor, where
social projects securing the specific such green and/or social projects may
bond only” or may not be securing the specific

bond in whole or in part”

100% green/social Cover pool Cover pool
use of proceeds (100% vanilla assets)

X% green/
social collateral

2 100% secured by Green/

green/social assets Green/social social
loan loan

portfolio portfolio

(100% use of proceeds) (100% use of
proceeds)

Cover pool = green/social loan portfolio

= Dark green/social = Light green/social = Medium green/social
(Most issuers)

A Secured Green/Social Standard Bond may be a
Based on Appendix 1 (June 2022) of the ICMA’s voluntary guidelines SPeCiﬁC CIGSS or tanChe Of a IG rger transaction
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Energy Performance of
Buildings Directive

An opportunity or threat?

Maureen Schuller
maureen.schuller@ing.com




EPBD - harmonising energy performance classes

* Harmonisation of EPC label scales supports consistency and comparability

* Creation of national databases will improve the availability of EPC labels
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Source: Issuer HTT information

Cover pools reflect national differences

Netherlands

<A B C D E F G Other

m Total cover pool  m Green mortgages

Norway

A B C D E F G H no
data
m Total cover pool  m Green mortgages

Italy

A B C EstA-C D E F G no
data
m Total cover pool  m Green mortgages
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EPBD - moving forward on building renovations

* Minimum energy performance standards will incentivise building renovations

* National building renovation plans should support that countries to realise their national renovation ambitions

Trajectory to ZEBs by
2026 2027 2028 2030 2033 2034 2050

New Public Commission -
buildings Council
Parliament

All Commission

Council

Parliament

Existing ~ Non Commission -

buildings residential
9 Council W15%
Parliament E

Residential Commission
Avg D

<D

IN
IN
O

Council

Parliament <E

Green covered bonds could play a role in financing energy efficient mortgages granted by banks for
certified energy efficient building renovations. Quality of the loans in the cover pool may be impacted.

- ING i»




Expansion of the taxonomy

New possibilities to finance sustainable goals

Maureen Schuller
maureen.schuller@ing.com




Expansion of the Taxonomy requlation will give
broader opportunities to highlight ESG efforts

Significantly
harmful (SH)
activities

-

Classification of activities:

Green: Sustainable significant
contribution (SC) level
Sustainable (if improving)
intermediate performance level
Red: Unsustainable significant
harm performance level:

\.a) transition or b) exit

~N

/

-

\_

Banks will be better able to show
the transition away from harmful

activities.

Criteria for harmful activities
derived from DNSH criteria

~N

/

\ 4

Low environmenta
impact (LEnvl)
activities

7 No significant impact (NSI):

a: no potential of making a
substantial contribution (except
climate adaptation); &

b: are not causing significant
harm to any of the six EU
environmental objectives; &

\.c: meet minimum safequards

This allows bank to report also
their no harmful activities

The Platform of Sustainable
Finance proposes to maybe
include these activities later into
the environmental taxonomy

Social taxonomy

1. Social objectives
(o )

Decent work (workers); b) Adequate living
standards and wellbeing for end users (end
users) c) inclusive and sustainable communities
and societies (communities)

2. Types of substantial contribution
a) Inherent social benefits of the activity itself; b)
Avoiding and addressing negative impacts;
c) Enabling activities.

3. DNSH criteria
4. Minimum Safeguards
5. Socially harmful activities

\ Governance j

[ The social taxonomy will supports\
the direction of capital to
sustainable purposes

The impact of the social
taxonomy will also depend on
how it is integrated alongside the

. environmental taxonomy )

' DNSH climate change mitigation objective: Real estate assets involved in the extraction, storage, transport or manufacture of fossil fuels.
Buildings built after 31 December 2020: PED does not meet the threshold for NZEB.
Buildings built before 31 December 2020: EPC of D or lower or not belonging to the top 30% most energy efficient buildings.

*.(Differs from PAI definition of ‘inefficient real estate assets’ of an EPC of C or below, without a top (30%) performance boundary).
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Disclaimer

This report has been prepared on behalf of ING (being for this purpose the commercial banking business of ING Bank NV and certain of
its subsidiary companies) solely for the information of its clients. ING forms part of ING Group (being for this purpose ING Groep NV and
its subsidiary and affiliated companies). It is not investment advice or an offer or solicitation for the purchase or sale of any financial
instrument. While reasonable care has been taken to ensure that the information contained herein is not untrue or misleading at the
time of publication, ING makes no representation that it is accurate or complete. The information contained herein is subject to
change without notice. ING Group and any of its officers, employees, related and discretionary accounts may, to the extent not
disclosed above and to the extent permitte bg% law, have long or short positions or may otherwise ™be interested in any transactions or
investments (including derivatives) referred To in this report. In addition, ING Gr_ou? may provide banking, instrance or asset
management services for, or solicit such business from, any company referred to in this réport. Neither ING Group nor any of its
officers or employees accepts on%; liability for any direct or”consequential loss arising from any use of this report or its contents.
Copyright and database rights profection exists in this report and it may not be reproduced, distributed or published by any person for
any_purpose without theprior_express consent of ING. All rights are reserved. Any investments referred to heréin may involve
sighificant risk, are not necessanIL# available in qgll jurisdictions, may be illiquid and may™not be suitable for all investors. The value of, or
income from, any investments referred to herein may fluctuate and/or be affected by changes in exchange rates. Past performance is
not indicative of future results. Investors should make their own investigations and investment decisions without relying on this report.
Only investors with sufficient knowledge and experience in financial ‘matters to evaluate the merits and risks should consider an
investment in any issuer or market discussed herein and other persons should not take any action on the basis of this reE)ort. Clients
should contact analysts at, and execute transactions through, an ING entity in their homeEJEur|sd|c_t|on unless governing law permits
otherwise. Addijtiondl information is available on request.” Country-specific disclosures: EEA: This report constitutes “investment
research” for the purposes of the Markets in Financial Instruments Directive and as such contains an objective or independent
explanation of the matters contained herein. Any recommendations contained in this report must not be relied on as investment
advice based on the recipient’s personal circumstances., If further clarification is req+J|r_ed on words or phrases used in this report, the
recipient is recommended to seek independent legal or financial advice. Hong Kong: This report is distributed in Hong Kong by ING Bank

.V,, Hong Kong Branch which is licensed by the Securities and Futures Commission of Hong Kong under the Securities and Futures
Ordinanceé (Chapter 571 of the Laws of Hong Kong) (“SFO”). This document does not constituté a solicitation or an offer of securities or
an invitation to the public within the meaning of the SFO. This report is to be circulated only to “professional investors” as defined in
the SFO. Italy: This report is issued in Italg[ only to Rlersons described in Article No. 58 of Consob Regulation No. 16190. Singapore: This
document is"provided.in Singapore by orthrodgh ING Bank N.V., Singapore Branch and is provided only to accredited investors, expert
investors and institutional investors,”as defined in Section 4A of the Securities and Futures Act, Cap. 289. If you are an accredited
investor or expert investor, please be informed that in ING's dealings with you, ING is relying on the following exemptions to the
Financial Advisers Act, Cap. 110 (“FAA"): (1% the exemption in Regulation of the Financial Advisers Reguldtions (“FAR"), which
exempts ING from complying with Section 25 of the FAA on disclosdre of product information to clients; (2) the exemption set out in
Regulation 34 of the FAR, which exempts ING from complying with Section 27 of the FAA on recommendations; and (3) the exemption
set'out in Requlation 35 of the FAR, which exempts ING from complying with Section 36 of the FAA on disclosure of certain interests in
securities. United Kingdom: This report is issued in the Unjted Kingdom b%_ING Bank N.V., London Branch only to persons described in
Articles 19, 47 and 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 and is not intended to be
distributed, directly or indirectly, to any other class of persons %nclu_dlng private mvestorsF), United States: Ancq person wishing to
discuss this report or effect transactions’n any security discussed herein should contact ING Financial Markets LLC, which is a member
of the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility_for the distribution of this report in the United
States under applicable requirements. The distribution of this report in other jurisdictions may be restricted by law or regulation and
persons into whose possession this document comes should inform themselves about, and observe, any such réstrictions.
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