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SUSTAINABLE FINANCE IN THE EUROPEAN UNION

D
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Minimum 40% cut in At least a 329% share At least 32.5% energy
greenhouse gas emissions of renewables in final savings compared with the
compared to 1990 levels energy consumption business-as-usual scenario

CLIMATE CHANGE CLIMATE CHANGE SUSTAINABLE USE OF WATER AND
MITIGATION ADAPTATION MARINE RESOURCES
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CIRCULAR POLLUTION HEALTHY
ECONOMY PREVENTION ECOSYSTEM
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/ mnces of cIimatm \

DUAL

Financial
Materiality

Environmental

Materiality

MATERIALITY

\ Nﬁvities and invesy

3]

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



4|

Secondary mandates:

~

Maintain the stability of the
financial intermediary system

Support the government’s
economic policy and its policy
related to environmental
sustainability

@ Primary mandate:

Achieve and maintain

PRICE STABILITY

Potential interferences with climate change

Deterioration of asset values, credit
portfolios

Lower household wealth and
corporate incomes

~

J

Coordination with fiscal measures to

foster the green transition of the
economy

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.

Impact on economic activity and
prices

Increase in fossil fuel prices

Cost of transition

Financial stability is required to
conduct monetary policy efficiently




-

Core objectives of MNB is to maintain price and financial stability.

J

In May 2021, MNB was among the first central banks in

Europe to receive an explicit sustainability mandate by the
parliament:

,Without prejudice to its primary objective, ...and shall

support the economic policy of the Government and its policy

related to environmental sustainability using the means at
its disposal.”
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TOPICS WERE SPLIT ACCROSS THE ORGANIZATION

Deputy Governor Deputy Governor Deputy Governor

International Relations, Cash Logistics, Director

Financial Infrastructures, Digitalization
and Lending Incentives

Monetary Policy and Financial Institutions Supervision
Financial Stability and Consumer Protection

General

Green Mortgage Bond MNB Guide on Bond Funding for
Purchase Programme climate-related and Growth Scheme (BGS) MNB own
Creation of a green environmental risks Funding for Growth operations
bond portfolio Climate stress tes Scheme (FGS)
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w Reserve management: dedicated green bond portfolio

y 4

/

'~ Macroprudential policy: amendment of the Mortgage Funding Ratio regulation

, //

g

/ .

' Banking supervision: Green Recommendations for the banking system,

 preferential capital requirement for green lending

Monetary polcy: Green Home Programme, Green Mortgage Bond Purchase
Programme, Changes in collateral management framework

Own operations: reduce carbon footprint by 80% by 2025

A4 =
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TCFD REPORT

Broad set of assets covered by the report

Due to the lack of data and reliable methodology, full coverage is not (yet) achievable

Coverage in the
Report

Metrics applied
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Gold and Foreign

Exchange Reserves

Government
Securities Purchase
Programme

Bond Funding for
Growth Scheme
(BGS)

Funding for
Growth Scheme
(FGS)

Mortgage Bond
Purchase
Programme

Collateral
Management

Hungarian . . . Hungarian
L Hungarian Hungarian SME- Hungarian
sovereign issues government government and
" corporate bonds loans mortgage bonds
securities corporate bonds
. . WACI, brown
WACI, energy mix, | WACI, energy mix, WACI, brown . saved GHG- WACI, brown share,
o o o share, physical . o
CAT, physical risk physical risk share, physical risk sk emissions physical risk
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ENERGY MIX OF SOVEREIGN SECURITIES IN FOREIGN RESERVES

Energy production by sources

Per cent Per cent
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MMB FX reserves

IEA SDS (2025)

IEA SDS (2040)

=1 Coal @mmm Oil and Natural Gas FZZ Nuclear == Water @ Wind and Solar

BN CCUS e Other
Note: Carbon Capture, Utilisation and Storage (CCUS) refers to innovative technologies to reduce GHG emissions.

Source: MINB calculations based on 2021 energy production data from the International Energy Agency
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MNB has been

. The MNB aims to The MNB achieved to
continuously : ) :
L reduce its carbon reduce its operational
monitoring its : . )
ooerational carbon footprint from its carbon footprint by
pera operational activities 30% (2019-2021)
footprint for 10 years
Evolution of the carbon footprint (CO2 emissions in tons) S T o
Carbon emissions/sources year 2019, %
2017 2018 2019 2020 2021
SCOPE 1 total 1,015 960 971 1,076 1,090 11.8
SCOPE 2 total 3,785 4,010 4,092 2,624 3,013 -28.5
SCOPE 3 total 1,136 857 958 383 170 -69.4
SCOPE 1 - SCOPE 3 total 5,936 5,827 6,021 4,082 4,273 -29.4
Carbon footprint per capita (tons/capita) 4.7 4.5 4.6 3.1 3.2 C -SO.D
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SUSTAINABILITY GOALS FOR OWN OPERATIONS =

Timetable for the transition to carbon neutrality

Per cent Per cent
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=3 Carbon footprint reduction %
E== Carbon footprint compensation %

11 |

INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.



INVESTMENT APPROACHES IN FOREIGN RESERVES (K

Negative
Screening

Green/Climat

Best-in-cl
e benchmark es class

Responsible

Investment
Strategies

Impact Voting and
investing Engagement

ESG-
integration
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GREEN BOND PORTFOLIO IN MNB’S FX RESERVES

* Many issuers in our investment universe
are already in this space

* Fitting into our mandate from risk/reward
perspective = greenium is offset mainly by
the secondary performance

* More direct and measurable environmental
impact than in other ESG approaches

Dedicated green bond portfolio in EUR,
started in 2019

* Semi-active, managed ag. GB BM filtered
by internal requirements

* Financial performance + Impact
measurement

* Longer duration target / govies, SSAs,
credits / focus on primaries
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IMPACT REPORT 2022

7% 1% 2%
3%

= Renewable energy

16% = Green buildings ® Europe
Energy efficiency m Asia
America
Clean transportation
Africa
= Water and wastewater m Australia
. management
18% aithes ® No data

20%
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The annual carbon footprint of a Hungarian city
with the population of 15,000

73,000 tons of

CO, emissions Average annual emissions of 27,000 cars
avoidance

Emissions from the production and use of 980,000
mobile phones per year

Source: MINB
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ISSUES AROUND IMPACT REPORTING

Project main data Impact dota (per EUR 1M)***
NEB Category emissions reduced
o5
Borrower Project | Project AnnualCO, | Annual or avoided
locafion | description BMmissions energy
reduced/avoided | savings tCO2e/a

Tons/MLE | GWh/MLE Clean transport solutions 59 500

SNCE Brussels | BE Refinancing of & ME cooches, 168.0 02
mainly utilized in the domestic
market and in Some cross-country
senvices with Luxemburg.

| EES
Pi» 3 Energy efficiency’ 24 300

¥ 3 Green buildings” 900

Total pro-rated outcome / impact’ 1096 750

E
P

Total portfolio [since 2018) 587.0 0.8

Annual GHG
Emission
Avoided

Project Name
(Number/Year Loan Approved)

and Description
Indonesia: Java—Bali Electricity Distribution 330 000 Photovoltaic panels 0.5 17.5 49.4 32.6 0.0

Substitution factor for photovoltaic installations in Germany

(tons of CO,
Equivalent)®

% Nuclear energy Lignite Hard coal Natural gas oil

Performance Improvement (2619/FY2010):

Reduce distribution system losses; and, with an energy-
efficient lighting program, reduce demand-side energy
consumption.

| RE &2EE | Trarsport | Water, Urban Irfra | 3lue

INTERI i o permission.

Source: Umweltbundesamt (2020)




Thank you!
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