Appendix

PABs are a type of investment benchmark designed by the European Union to align investment
portfolios with the objectives of the Paris Agreement on climate change. This global agreement aims
to limit global warming to well below 2 degrees Celsius above pre-industrial levels and to pursue
efforts to limit the temperature increase to 1.5 degrees Celsius.

Article 12(1)(a) to (g) of the Commission Delegated Regulation (“CDR”) require PABs to apply
the exclusions listed below. These exclusions will now be applied by the underlying fund of
the Affected Mirror Funds on the Effective Date.

Excluded Activity

Details

Controversial weapons (a)

The underlying fund will not invest in companies and/or issuers involved
in any activities related to controversial weapons, namely anti-personnel
mines, cluster munitions, chemical weapons and biological weapons.

Tobacco (b)

The underlying fund will not invest in companies and/or issuers involved
in the cultivation and production of tobacco.

UNGC and OECD (c)

The underlying fund will not invest in companies and/or issuers in
violation of the United Nations Global Compact (UNGC) principles or the
Organisation for Economic Cooperation and Development (OEDC)
Guidelines for Multinational Enterprises.

Hard coal and lignite (d)

The underlying fund will not invest in companies and/or issuers that
derive 1% or more of revenue from exploration, mining, extraction,
distribution or refining or hard coal and lignite.

Qil fuels (e)

The underlying fund will not invest in companies and/or issuers that
derive 10% or more of their revenues from the exploration, extraction,
distribution or refining of oil fuels.

Gaseous fuels (f)

The underlying fund will not invest in companies and/or issuers that
derive 50% or more of their revenues from the exploration, extraction,
manufacturing or distribution of gaseous fuels.

Electricity generation (g)

The underling will not invest in companies and/or issuers that derive 50%
or more of their revenues from electricity generation with a GHG intensity

of more that 100 g CO2 e/kWh.

Before the Effective Date

From the Effective Date

Investment
Objective of the
underlying
fund of the
Affected Mirror
Funds

The underlying fund aims to provide long
term total return by investing in
companies that may benefit from the
transition to a low carbon economy,
thereby promoting ESG characteristics
within the meaning of Article 8 of SFDR.
The underlying fund aims to do this with
a lower carbon intensity and a higher
environmental, social and governance
(“ESG”) score, calculated respectively as
a weighted average of the carbon
intensities and ESG scores given to the
companies of the underlying funds’
investments, than the weighted average
of the constituents of the MSCI AC World
(the “Reference Benchmark”).

The underlying fund invests in normal
market conditions a minimum of 70% of
its net assets in equities and equity
equivalent securities of companies with
revenue exposure to climate transition
themes (“Climate Transition Themes”)

The underlying fund aims to provide long
term total return by investing in
companies that may benefit from the
transition to a low carbon economy,
thereby promoting ESG characteristics
within the meaning of Article 8 of SFDR.
The underlying fund aims to do this with
a lower carbon intensity and a higher
environmental, social and governance
(“ESG”) score, calculated respectively as
a weighted average of the carbon
intensities and ESG scores given to the
companies of the underlying funds’
investments, than the weighted average
of the constituents of the MSCI AC World
(the “Reference Benchmark”).

The underlying fund invests in normal
market conditions a minimum of 80% of
its net assets in equities and equity
equivalent securities of companies with
revenue exposure to climate transition
themes (“Climate Transition Themes”)




which are domiciled in, based in, carry
out business activities in, or are listed on
a Regulated Market in, any country
including both developed markets and
Emerging Markets. The underlying fund
may also invest in eligible closed-ended
Real Estate Investment Trusts (“REITS”).

Climate Transition Themes may include,
but are not limited to, renewable energy,
energy efficiency, clean transportation
and green buildings. Climate Transition
Themes are proprietary to HSBC,
determined with reference to the eligible
activities of the Green Bond Principles of
the International Capital Market
Association and the Climate Bonds
Taxonomy of the Climate Bonds
Initiative, subject to ongoing research
and may change over time as new
themes are identified. The Investment
Adviser may rely on its own research to
identify suitable companies meeting a
minimum revenue exposure threshold to
Climate Transition Themes. The
minimum revenue exposure threshold will
depend on the specific Climate Transition
Theme but will be at least 10% of the
relevant company’s total revenue.

Companies considered for inclusion
within the underlying funds’ portfolio will
be subject to Excluded Activities in
accordance with HSBC Asset
Management’s Responsible Investment
Policies, which may change from time to
time. More information is provided in
section 1.5. “Integration of sustainability
risks into investment decisions and
SFDR principles” sub-section HSBC
Asset Management Responsible
Investment Policies.

After identifying the eligible investment
universe, the Investment Adviser aims to
construct a portfolio with lower carbon
intensity and higher ESG score,
calculated respectively as a weighted
average of the carbon intensities and
ESG scores given to the companies of
the underlying fund’s investments, than
the weighted average of the constituents
of the Reference Benchmark.

Climate Transition Themes, Excluded
Activities and the need for enhanced due
diligence may be identified and analysed
by using, but not exclusively, HSBC’s
Proprietary ESG Materiality Framework
and ratings, fundamental qualitative
research and corporate engagement.

which are domiciled in, based in, carry
out business activities in, or are listed on
a Regulated Market in, any country
including both developed markets and
Emerging Markets. The underlying fund
may also invest in eligible closed-ended
Real Estate Investment Trusts (“REITS”).

Climate Transition Themes may include,
but are not limited to, renewable energy,
energy efficiency, clean transportation
and green buildings. Climate Transition
Themes are proprietary to HSBC,
determined with reference to the eligible
activities of the Green Bond Principles of
the International Capital Market
Association and the Climate Bonds
Taxonomy of the Climate Bonds
Initiative, subject to ongoing research
and may change over time as new
themes are identified. The Investment
Adviser may rely on its own research to
identify suitable companies meeting a
minimum revenue exposure threshold to
Climate Transition Themes. The
minimum revenue exposure threshold will
depend on the specific Climate Transition
Theme but will be at least 10% of the
relevant company’s total revenue.

Companies considered for inclusion
within the underlying funds’ portfolio will
be subject to Excluded Activities in
accordance with HSBC Asset
Management’s Responsible Investment
Policies, which may change from time to
time. More information is provided in
section 1.5. “Integration of sustainability
risks into investment decisions and
SFDR principles” sub-section HSBC
Asset Management Responsible
Investment Policies. In addition,
companies involved in activities referred
to in Article 12(1)(a) to (g) of CDR (EU)
2020/1818 will not be considered for
inclusion in the portfolio.

After identifying the eligible investment
universe, the Investment Adviser aims to
construct a portfolio with lower carbon
intensity and higher ESG score,
calculated respectively as a weighted
average of the carbon intensities and
ESG scores given to the companies of
the underlying funds’ investments, than
the weighted average of the constituents
of the Reference Benchmark.

Climate Transition Themes, Excluded
Activities and the need for enhanced due
diligence may be identified and analysed




When assessing companies’ ESG score
and/or rating or their involvement in
Excluded Activities, the Investment
Adviser may rely on expertise, research
and information provided by financial and
non-financial data providers.

Investments in Chinese equities include,
but are not limited to, China A-shares
and China B-shares (and such other
securities as may be available) listed on
stock exchanges in the People's
Republic of China (“PRC”). The
underlying fund may directly invest in
China A-shares through the Shanghai-
Hong Kong Stock Connect and/or the
Shenzhen-Hong Kong Stock Connect,
subject to applicable quota limitations.
Furthermore, the underlying fund may
gain exposure to China A-shares
indirectly through China A-shares Access
Products (“CAAP”) such as, but not
limited to, participation notes linked to
China A-shares.

The underlying fund may invest up to
10% of its net assets in China A-shares
through the Shanghai-Hong Kong Stock
Connect and/or the Shenzhen-Hong
Kong Stock Connect and up to 10% of its
net assets in CAAPs. The underlying
funds’ maximum exposure to China A-
shares (through the Shanghai-Hong
Kong Stock Connect, the Shenzhen-
Hong Kong Stock Connect or CAAP) and
China B-shares is 20% of its net assets.
The underlying fund will not invest more
than 10% of its net assets in CAAPs
issued by any single issuer of CAAPs.

The underlying fund normally invests
across a range of market capitalisations
without any capitalisation restriction.

The underlying fund will not invest more
than 10% of its net assets in REITSs.

The underlying fund may invest up to
10% of its net assets in units or shares of
UCITS and/or other Eligible UCIs
(including other underlying funds’ of
HSBC Global Investment Funds).

The underlying fund may also invest in
bank deposits, money market
instruments or money market funds for
treasury purposes.

The underlying fund may use financial
derivative instruments for hedging and
cash flow management (for example,

Equitisation). The underlying fund may
also use, but not extensively, financial

by using, but not exclusively, HSBC’s
Proprietary ESG Materiality Framework
and ratings, fundamental qualitative
research and corporate engagement.
When assessing companies’ ESG score
and/or rating or their involvement in
Excluded Activities, the Investment
Adviser may rely on expertise, research
and information provided by financial and
non-financial data providers.

Investments in Chinese equities include,
but are not limited to, China A-shares
and China B-shares (and such other
securities as may be available) listed on
stock exchanges in the People's
Republic of China (“PRC”). The
underlying fund may directly invest in
China A-shares through the Shanghai-
Hong Kong Stock Connect and/or the
Shenzhen-Hong Kong Stock Connect,
subject to applicable quota limitations.
Furthermore, the underlying fund may
gain exposure to China A-shares
indirectly through China A-shares Access
Products (“CAAP”) such as, but not
limited to, participation notes linked to
China A-shares.

The underlying fund may invest up to
10% of its net assets in China A-shares
through the Shanghai-Hong Kong Stock
Connect and/or the Shenzhen-Hong
Kong Stock Connect and up to 10% of its
net assets in CAAPs. The underlying
funds’ maximum exposure to China A-
shares (through the Shanghai-Hong
Kong Stock Connect, the Shenzhen-
Hong Kong Stock Connect or CAAP) and
China B-shares is 20% of its net assets.
The underlying fund will not invest more
than 10% of its net assets in CAAPs
issued by any single issuer of CAAPs.

The underlying fund normally invests
across a range of market capitalisations
without any capitalisation restriction.

The underlying fund will not invest more
than 10% of its net assets in REITSs.

The underlying fund may invest up to
10% of its net assets in units or shares of
UCITS and/or other Eligible UCls
(including other underlying funds’ of
HSBC Global Investment Funds).

The underlying fund may also invest in
bank deposits, money market
instruments or money market funds for
treasury purposes.




derivative instruments for investment
purposes. The financial derivative
instruments the underlying funds’
permitted to use include, but are not
limited to, futures and foreign exchange
forwards (including non-deliverable
forwards). Financial derivative
instruments may also be embedded in
other instruments in which the underlying
fund may invest. Financial derivative
instruments may also be used for
efficient portfolio management purposes.

The underlying fund is actively managed
and does not track a benchmark. The
Reference Benchmark is used for
underlying fund market comparison
purposes.

The Investment Adviser will use its
discretion to invest in securities not
included in the Reference Benchmark
based on active investment management
strategies and specific investment
opportunities. It is foreseen that a
significant percentage of the underlying
funds’ investments will be components of
the Reference Benchmark. However,
their weightings may deviate materially
from those of the Reference Benchmark.

The underlying fund may use financial
derivative instruments for hedging and
cash flow management (for example,
Equitisation). The underlying fund may
also use, but not extensively, financial
derivative instruments for investment
purposes. The financial derivative
instruments the underlying fund is
permitted to use include, but are not
limited to, futures and foreign exchange
forwards non-deliverable forwards).
Financial derivative instruments may also
be embedded in other instruments in
which the underlying fund may invest.
Financial derivative instruments may also
be used for efficient portfolio
management purposes.

The underlying fund is actively managed
and does not track a benchmark. The
Reference Benchmark is used for
underlying fund market comparison
purposes.

The Investment Adviser will use its
discretion to invest in securities not
included in the Reference Benchmark
based on active investment management
strategies and specific investment
opportunities. It is foreseen that a
significant percentage of the underlying
funds’ investments will be components of
the Reference Benchmark. However,
their weightings may deviate materially
from those of the Reference Benchmark.




