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ASEAN Green Taxonomy:
Decoding Sustainability in Southeast Asia

Southeast Asia, a region prone to nature’s wrath, is accelerating efforts to lay down a classification system
that will promote transparency around green aclivities.

= Southeast Asia’s heavy reliance on fossil fuels like oil and coal to meet growing energy demand, has caused
emissions to skyrocket

= The Association of Southeast Asian Nations recently published a taxonomy to help promote resource resilience
and a transition to a circular economy

= The ASEAN Capital Markets Forum released a Roadmap for Sustainable Capital Markets with a focus on
strengthening infrastructure and improving access to financial products

As Southeast Asia grapples with a myriad of major environmental issues, including typhoons and floods, the need for
and willingness to support green finance initiatives is growing. Worries that natural disasters such as coastal erosion
due to rising sea levels and the impact of drought on agriculture could worsen as climate change progresses have
made the adoption of sustainable finance in the high-risk region imperative.

Country Score Rank

Myanmar 10.00 2
Philippines 18.17 4
Thailand 29.83 9
Vietnam 35.67 13
Cambodia 36.17 14
Laos 60.50 52
Indonesia 74.00 72
Malaysia 105.67 116
Brunei Darussalam 167.50 176
Singapore 172.00 179

Note: 1. Ranking among 180 countries. The higher the ranking, the greater the climate risk.
2. The score is based on 4 indicators: number of deaths, number of deaths per 100,000 people, amount of loss, and amount of loss per GDP. The lower the score, the greater the climate risk.

Source: Germanwatch, “Global Climate Risk Index 2021”. © 2022 Nomura. All Rights Reserved.

Table 1: Ranking of ASEAN countries in the Global Climate Risk Index

To be sure, Association of Southeast Asian Nations (ASEAN) member states have in recent years made strides towards
promoting the development of green finance.

ASEAN countries are increasingly committed to working towards the reduction of greenhouse gas emissions. On that
score, all member states have already signed the Paris Agreement’.

Note: 1. https://unfccc.int/sites/default/files/resource/ASEAN_cop25cmp15cma2_HLS_EN.pdf
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Country Country ‘
Brunei Darussalam Reduce emissions by 20% against business as usual (BAU) scenario

Cambodia Reduce emissions by 41.7% against BAU scenario

Indonesia Reduce emissions by 29% against BAU scenario and up to 41% with international support

Laos Reduce emissions by 60% against BAU scenario

Malaysia Reduce emissions per GDP by 45% against 2005 level

Myanmar Reduce emissions by 244.52 million tonnes CO2e and up to 414.75 million tonnes CO2e
Philippines Reduce emisions by 2.71% against BAU senario and up to 75% with international support
Singapore Reduce emissions per GDP by 36% against 2015 level and target to peak emissions around 2030
Thailand Reduce emissions by 20% against BAU scenario and up to 25% international support

Vietnam Reduce emissions by 8% against BAU scenario and up to 25% with international support

Note: 1. BAU refers to the amount of emissions if no additional measures are expected in the future.
2. The period starts in 2020 or 2021.
Source: Prepared by Nomura Institute of Capital Markets Research from data released by each government. © 2022 Nomura. All Rights Reserved.

Table 2: ASEAN countries’ greenhouse gas emissions reduction targets by 2030

As part of the ASEAN Community Vision 2025, several countries in the region are expanding their use of renewable
energy. For instance, installed capacity for renewable energy in ASEAN increased 2.6 fold from 33 gigawatts (GW) in
2000 to 86.8 GW in 2020, according to the International Renewable Energy Agency.

Still, ASEAN countries’ heavy reliance on fossil fuels such as oil and coal to meet growing energy demand has meant
that greenhouse gas emissions have been increasing. According to the International Energy Agency, carbon dioxide
(CO2) emissions from fuel burning in the region increased from 690 million CO2 tons in 2000 to 1.49 billion CO2 tons in
2018, driven by increasing energy demand amid high economic growth, population growth and urbanization.

Even as Southeast Asian nations come to grips with the increasing criticality of taking climate action quickly, there is
room for even more resolve. ASEAN countries will need to invest a total of $2 trillion in green businesses over the next
10 years to achieve the net-zero greenhouse gas emissions target, according to a report by Bain and Company, written
in collaboration with Microsoft and Singaporean sovereign wealth fund Temasek?.

As the need to boost these endeavors becomes increasingly critical, member states are doing more to propel the
implementation of sustainable finance.

The ASEAN Capital Markets Forum (ACMF) has undertaken various steps to promote capital market financing, including
the introduction of the ASEAN Green Bond Standards in 2017 and the ASEAN Sustainability Bond Standards in 2018.

The ACMF also released a Roadmap for Sustainable Capital Markets in ASEAN in May 2020, which focused on
strengthening infrastructure, expanding and improving access to financial products, raising awareness and capacity
building, and improving connectivity. In terms of strengthening infrastructure, reducing concerns about so-called
greenwashing — the practice of companies giving a flattering picture of their climate policies and business practices —
was a crucial recommendation.

EFFECTING CHANGE WITH THE ASEAN TAXONOMY FOR SUSTAINABLE FINANCE

As efforts to promote green finance initiatives in Southeast Asia have gathered pace, new standards and classification
systems have emerged in tandem with recent developments. For example, the first version of the ASEAN Taxonomy
for Sustainable Finance (ASEAN Taxonomy) was published in November 2021. This classification system, which

was developed in accordance with internationally recognized taxonomies like the EU’s, is ASEAN’s own standard for
sustainable economic activities in an extremely diverse region.

The first version focuses on the environment and will serve as a comprehensive guide to complement national
sustainability efforts to benefit all ASEAN members by providing a credible structure.

Note: 2. https://www.bain.com/insights/southeast-asias-green-economy-2021 N o A\U R A
»
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The ASEAN Taxonomy lists four environmental objectives: (1) mitigation of climate change risks; (2) adaptation to
climate change; (3) protection of healthy ecosystems and biodiversity; and (4) promotion of resource resilience and
a transition to a circular economy. It also states that economic activities contributing to one environmental objective
should not cause harm to other objectives and that steps should be taken to improve energy transition.

There were several reasons behind the issuance of the taxonomy. First, the lack of a common language for
communication and collaboration on economic activities and classification of financial instruments. Second, the
absence of transparency in information and data on initiatives for sustainable capital markets. Third, complexities and
loopholes when comparing sustainability reporting standards imposed by stock exchanges on listed companies in
different countries. And finally, challenges in identifying and implementing a systematic evaluation method to assess
whether economic activities and enterprises are promoting initiatives to reduce carbon emissions.

ASEAN’s economic diversity demands a tailor-made approach to measuring economic activity and its impact on the
environment. The ASEAN Taxonomy employs two approaches for this — the Foundation Framework, which classifies all
sectors using qualitative screening criteria, and the Plus Standard, which classifies specific sectors of high importance
using specific criteria.

To sum up, the introduction of the ASEAN taxonomy is expected to effect three main changes in the sustainable finance
space.

First, it has the potential to facilitate energy transition in a high-growth region that currently relies heavily on fossil-
based systems of energy production and consumption. The ASEAN taxonomy will likely play a role in defining
technologies that will enable Southeast Asian countries to effectively achieve net zero greenhouse gas emissions.

Second, the ASEAN taxonomy will likely complement and help further develop the ASEAN Green Bond Standards and the
ASEAN Sustainability Bond Standards.

Finally, the ASEAN Taxonomy is expected to ensure consistency among policy authorities, financial market stakeholders
and global investors in the region by standardizing definitions of green or sustainable assets and activities.

In summary, this means that as investors plan their portfolios for another year, participants in Southeast Asian
markets will be keenly watching how the ASEAN Taxonomy promotes green finance and contributes to the sustainable
development of capital markets in the region in the mid-to-long-term.
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DISCLAIMER

This article first appeared in fuller form and in Japanese language in the Nomura Sustainability Quarterly Summer 2021 edition, published by the Nomura
Institute of Capital Markets Research (NICMR), authored by Yohei Kitano of NICMR. Sponsored for translation and publication by Nomura International
plc by Andrew Bowley. The information contained herein (the “Information”) is provided to you by the Sales, Structuring and or Trading Departments of
Nomura International plc (“NIP”). NIP is part of the Nomura group of companies (“Nomura”) and the Information may contain contributions from employees
of the Nomura group of companies. NIP authorised by the Prudential Regulation Authority (“PRA”), regulated by the UK Financial Conduct Authority and the
PRA and is a member of the London Stock Exchange. The Information is confidential and has been furnished solely for your information and must not be
referred to, disclosed, transmitted, reproduced or redistributed, in whole or in part, to another person. The Information is subject to the following terms: It
is provided to you to promote investment services generally and Nomura and/or connected persons do not accept any liability whatsoever for any direct,
indirect or consequential loss arising from any direct or indirect use of the Information or its content. It is intended for (a) professional clients and eligible
counterparties as they are defined under the regulatory rules in the European Economic Area (“EEA”) and (b) institutional investors as defined in the U.S. and
is not subject to the independence and disclosure standards applicable to debt research reports prepared for retail investors. Nomura is not a designated
investment adviser and the Information is therefore provided on the basis that you have such knowledge and experience to evaluate its merits and risks
and are capable of undertaking your own objective analysis of the Information with respect to your specific requirements. It is based on sources Nomura
believes to be reliable, but we do not represent that it is accurate or complete. Any prices, yields, figures, projections and examples or opinions expressed
are subject to change without notice and may: be derived from public or Nomura sources (which may not be representative of any theoretical or actual
internal valuations employed by us for our own purposes) and based on various factors including, but not limited to, current prices quoted, valuation of
underlying assets, market liquidity, Nomura and its affiliates’ proprietary models and assumptions, economic, market, regulatory and other conditions as
they exist and can be evaluated at the relevant time; not include adjustments for transaction and hedging costs, accounting offsets and provisions, liquidity
or credit considerations or other significant factors which may materially change actual values; and refer to past or simulated past market performance
neither of which is a reliable indicator of future market performance. Consequently Nomura does not represent the Information is accurate or complete
and makes no representations, warranties or undertakings (express or implied) as to the accuracy, completeness, timeliness or validity of the Information
and the Information should not be regarded as implying a value for any instruments referenced in the Information for which there may not be a liquid
market; nor used to determine interest payable or other sums due under loan agreements or under other financial instruments or the price or performance
of any financial instrument. It may have been prepared in accordance with regulatory requirements which differ from those demanded under applicable
jurisdictions where you are located. Nomura is not soliciting any action based on the Information and it should not be considered as an offer to buy or sell
any financial instruments or other products which may be mentioned in it. It does not constitute a personal recommendation under applicable regulatory
rules in the EEA or take into account the particular investment objectives, financial situations or needs of individual investors nor does it constitute tailor
made investment advice as this term may be defined under applicable regulations in any jurisdiction. It has not been prepared in accordance with legal
requirements designed to promote the independence of investment research, it is not subject to any prohibition on dealing ahead of the dissemination of
investment research and any views expressed in the Information may differ from the views offered in Nomura’s independent research reports prepared for
investors including retail investors or from views that may be expressed by other financial institutions or market participants on the same subject matter
as the Information. It may not be independent of the proprietary interests of Nomura. Nomura trades, or may trade, any financial instruments mentioned
in the Information for its own account and such trading interests may be contrary to any recommendation(s) offered in the Information. Nomura also may
have acted as an underwriter of financial instruments or other products mentioned and may currently be providing investment banking services to the
issuers of such financial instruments or products. For the avoidance of doubt, Nomura and/or its officers, directors and employees, including persons,
without limitation, involved in the preparation or issuance of the Information, may from time to time, have long or short positions in, and buy or sell, financial
instruments, or derivatives (including options) thereof, of any companies mentioned in the Information or related financial instruments or derivatives.
Nomura manages conflicts identified through our Confidentiality and Information Barriers policies, by maintaining a restricted list, a personal account
dealing policy and policies and procedures for managing conflicts of interest arising from the allocation and pricing of financial instruments and impartial
investment research and disclosure to clients via client documentation. Disclosure information is available at http://www.nomuranow.com/disclosures.
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