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EU Sustainable Finance Action Plan on the home straight:
political consensus, concretisation and implementation in 2021/22

Content

Status

Timetable
and outlook

Taxonomy
(EU classification)

Development of an EU
classification for sustainable
economic activities

Regulation published
22 June 2020 in the Official
Journal of the EU

Delegated act with
taxonomy criteria published
on 21 April 2021, applicable
as of 1 January 2022

Eco label for
financial products

Introduction of an eco label
for the identification of
environmentally friendly
investments

Final drafts of label criteria
have been available since
9 March 2021

Introduction of label planned
for end of 2021

Additional sustainability measures presented on 6 July 2021

*  New strategy for financing the transition to a sustainable economy

*  Proposal for a Taxonomy-based EU Green Bond Standard

Sustainability in
investment advice

Sustainability preferences
must be taken into account
for investment advice as of
2 August 2022. Applies to
MIFID Il and IDD

Delegated act published on
21 April 2021

Mandatory implementation
expected as of October
2022

CO,benchmarks

Introduction of EU reference
values for climate-related
change ("Paris aligned"

and “climate transition")

Published on 9 December
2019 in Official Journal of
the EU and in force since 30
April 2020

Delegated acts in force
since 23 December 2020 -
legislative process has thus
been completed

Sustainable Finance
Disclosure Regulation

Lay out sustainability risks
in investment processes
and for sustainable financial
products and consider
principle adverse impacts

Publication of the regulation
(Level I) in Official Journal
of the EU on 9 December
2019

Level | applies (with some
exceptions) since 10 March
2021 - Level Il is expected
to apply as of 1 July 2022

EU Green Bond Framework presented on 7 September 2021

* Independently evaluated Green Bond Framework in line with ICMA Green Bond
Principles, but most likely not with EU Green Bond Standard

*  Expectedissuance of up to € 250 bn in green bonds until 2026

Source: Union Investment, based on the EU Commission's plans and the legislative process in Parliament and the Council. Data as of 7 September 2021.
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ICMA Principles for Thematic Bonds

Use-of-proceeds metrics KPI metric

Sustainability
Bonds

J

Social Bonds Sustainability-Linked
Bonds

Green Bonds

Provide credit for
entire company

Coupon determined by firm-level
sustainability achievements

ICMA Principles / Thematic Bond Framework / Second Party Opinion / Reporting
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The euro-denominated Green Bond market
should more than double in size over the next five years

Market capitalisation of euro-denominated Green Bonds Total bond issuance under the NextGenerationEU

in € billions
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programme could reach around € 800 bn until 2026,
which translates into borrowing volumes of roughly
€ 150 bn per year.

30% of NextGenerationEU'’s total issuance, or up to
€ 250 billion, is expected to come in the form of
Green Bonds; this will turn the EU into the largest
Green Bond issuer in the world.

We expect the size of the euro-denominated Green
Bond market to exceed one trillion euros by the end
of 2024.

By the end of 2026, the market capitalisation of the
EU’s own Green Bonds should exceed the
outstanding volume of Green Bonds of all EMU
member state governments combined.

Source: Union Investment projections, https://institutional.union-investment.de/home/Capital-Market/Theme_EU_gives_go_ahead_for_first _green_bond.html
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Life Cycle of a Sustainability-Linked Bond

Tesco 0.375% 27.07.2029

SLB-Framework annual annual annual annual

Introduced, reporting reporting reporting reporting
KPIs defined and
calibrated

Interest payment Interest payment Interest payment Interest payment
0.375% 0.375% 0.375% 0.375% + step-up

annual annual
annual annual reporting reporting
reporting reporting
Possible Interest payment
Interest payment Interest payment coupon step- 0.375%
0.375% 0.375% up of 0.25% + step-up
New issue + Redemption
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Discussion points

1 Would a gold plating of ICMA’'s Green Bond Principles by the proposed EU Green Bond Standard
with explicit EU taxonomy alignment help or hinder the development of the Green Bond Market?

y Should external reviewers of European Green Bonds be registered with and supervised by the
ESMA, as proposed by the European Commission?

3 Does the issuance of KPI-linked bonds by barely sustainable corporates amount to greenwashing,
or is it a legitimate form of transition financing, which directs capital where it is most needed?

A Should the industry set minimum requirements for a re-classification of existing investment funds
as Article 8 funds under the EU’s Sustainable Finance Disclosure Regulation?
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Disclaimer

This presentation is only intended for professional clients as described in section 31a, paragraph 2 of the German Securities Trading Act (WpHG). The present document has been
prepared and issued by Union Investment Institutional GmbH. The document does not constitute a binding offer. Union Investment does not assume any obligation or liability for this
document. The document is no substitute for the individual advice by Union Investment Institutional GmbH. Union Investment Institutional GmbH is not responsible for disadvantages
that may arise directly or indirectly from the distribution of this document or its contents. For extensive product-specific information and details of the opportunities and risks presented
by the respective fund, please refer to the latest sales prospectus, the Bank's terms and conditions or the annual and half-yearly reports that can be obtained free of charge from Union
Investment Institutional GmbH, Weissfrauenstrasse 7, 60311 Frankfurt am Main, Germany, telephone +49 69 2567-7652. These documents constitute the sole legally binding basis for
the purchase of fund units. Unless otherwise noted, all information, illustrations and explanations are as at 14 September, 2021.

Origins of Data:

Despite our effort and care no liability or guarantee can be assumed for the timeliness, accuracy or completeness of the data provided. Where data has been obtained from external
sources, this is explicitly stated. We consider data obtained from external or publicly available sources to be reliable. Data obtained from external sources or contained in our own
calculations may be incorrect.

We assume no liability for any errors that may occur when data is passed on, recorded or entered or when calculations are made using this data.

Historical performance:

Performance data shown is historical. Past performances can not be taken as a reliable guide for future investments. The BVI method (time-weighted return) is used for these
calculations. Where the gross method has been used for such calculations (adjusted for management fees and depositary fees), this is explicitly stated. Data calculated and presented
using either the BVI method or the gross method does not include any front-end fees or product-specific costs (fees, commissions and other charges).

Compliance with Global Investment Performance Standards (GIPS®) and the BVI-Rules of Conduct:

Union Investment claims of compliance with GIPS® has undergone the verification process and has been verified by an independent third-party ,verifier”. The Composite-Performance
calculation and presentation comply with the GIPS® guidelines. The composite allocation of individual funds. or all Compaosite s complying with GIPS® are available upon request.
Union Investment Institutional GmbH has committed to comply with BVI's code of conduct. In consequence, Union Investment Institutional GmbH employs the code's standards for
performance illustrations. Cases of deviation will be individually indicated.

Future assessment:
Any opinion expressed in this document (including estimates and forecasts) is solely for information purposes and does not constitute an individual offer or a guarantee for future
performance. Any opinion contained herein was given at the date of publication and may be subject to change without notice.

Use of Union Investment’s country ratings:

The country ratings devised by Union Investment are merely the outcome of its assessment of the creditworthiness of sovereign issuers for internal purposes, and they are intended to
be used purely as quality appraisals of a certain selection of sovereign issuers. The ratings represent Union Investment Institutional GmbH’s own assessment and do not constitute a
recommendation to take a particular course of action.

Union Investment | Volksbanken Raiffeisenbanken cooperative financial network



