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History may not repeat itself, but it does rhyme.

The concept of fixed income dates back thousands of years when cattle and grain were used to make loans. The
more modern interpretation was born in 12th-century Venice and was commonly used to fund wars and support
state initiatives, and it was later used to fund infrastructure development, such as Dutch dykes.

The common thread of these early bonds was their sense of purpose—money was being loaned to finance a specific
objective.

Fast forward to this century, and while fixed income issuance has become a standard mechanism for governments
and companies to raise finance, it often lacks a defined purpose. However, the growing trend of responsible
investing is changing that. The need to tackle our planet’s many climate, environmental and societal challenges is
reuniting fixed income with its sense of purpose.

Sustainable Bonds—the collective name for a growing array of Green, Social, Sustainability and Sustainability-
Linked Bonds—are defined by their proceeds being exclusively applied to eligible environmental and social projects
or a combination of both.'

Pioneering multilateral development banks

The concept of sustainable bonds was developed in 2008 by the World Bank in recognition of the risks posed by
climate change, and the need to help stimulate and coordinate public and private sector activity to combat this risk.
Alongside the World Bank, Nikko AM launched the world’s first dedicated World Bank Green Bond Fund in 2010.

By pioneering lending to eligible projects seeking to mitigate climate change or help affected people adapt to it,
the World Bank showed it was possible to deliver high-quality fixed income products that would deliver impact as
well as profits. Since 2008, it has issued USD 20 billion equivalent in Green Bonds via more than 200 bonds in 25
currencies.?

Yet, this figure is a mere drop in the ocean of the funding required to necessitate the changes needed to achieve a
more sustainable world. According to McKinsey, addressing the energy transition alone will require an additional
global investment of US dollar (USD) 3-3.5 trillion per year between now and 2050.

' The-GBP-Guidance-Handbook-January-2022.pdf (icmagroup.org)
2 Green Bonds (worldbank.org)
3 The net-zero transition: Its cost and benefits | Sustainability | McKinsey & Company
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https://www.icmagroup.org/assets/GreenSocialSustainabilityDb/The-GBP-Guidance-Handbook-January-2022.pdf
http://treasury.worldbank.org/en/about/unit/treasury/ibrd/ibrd-green-bonds#:%7E:text=Since%202008%2C%20the%20World%20Bank,quality%20credit%20fixed%20income%20product
https://www.mckinsey.com/capabilities/sustainability/our-insights/the-net-zero-transition-what-it-would-cost-what-it-could-bring
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In the intervening years, issuers of sustainable finance have widened to include other multilateral development
banks, governments and companies in both the developed and developing world. And growth has been rapid.
Sustainable Bonds are expected to represent around 15% of the total global fixed income market issuance for 2023*
—underlying the strong demand for these assets.

Policy and regulatory drivers

Apart from the need to fix the world’s poly-crisis driving appetite for Sustainable Bonds, policy and regulation are
rapidly becoming other key factors behind the growth of these assets.

While many governments have issued net zero commitments, not so many have followed through with specific
legislation and, most importantly, funding. Last year, the Biden administration changed this with the passing of the
Inflation Reduction Act (IRA). At USD 369 billion, this landmark bill has sought to move the goalpost for many climate
initiatives in the US, including the clean energy transition and the uptake of electric cars, and has already been linked
to an increase in sustainable bond issuance.

The EU’s response to the IRA—the Green Deal Industrial Plan—as well as other pre-existing initiatives such as the
EU Taxonomy and the EU Green Bond Standard will also be instrumental in driving sustainable fixed income flows.

The regulators are also continuing to raise their game. The EU’s Sustainable Finance Disclosure Regulation (SFDR) is
raising the bar for what constitutes sustainable investment across all asset classes, as well as demanding credible
reporting requirements for investors. This is expected to expand further in the coming years, with regulations
becoming more stringent in an effort to eliminate greenwashing, and other international regulatory bodies are
already following this example.

Asset owners themselves are also demanding more transparency, standardisation and guidance on what
sustainable fixed income should be expected to both offer and deliver—hence the growing voluntary adherence
by issuers to initiatives such as the ICMA principles already mentioned.

Fixed income for the future

The growing call for action on climate change, the environment and important social issues has seen Sustainability
Bonds promoted to the forefront of fixed income investment.

The asset class’s transition away from specialist investment and into the mainstream lies in its dual potential to
deliver real impact and ongoing returns on a par with other comparable fixed income investments, which can be
attributed to greater diversity issue type as well as the growing breadth of geographic issuers.

Added to these attractions, better regulation and guidance from initiatives, such as the International Capital Market
Association, are helping to allay greenwashing concerns through the provision of clear definitions and rules, as well
as advocating for greater transparency.

These factors underpin why momentum for this developing asset class will resume its prior heady trajectory and
make Sustainable Bonds the fixed income choice for the future.

To learn more sustainable fixed income investing, read Nikko AM’s investment guide here.

If you have any questions on this report, please contact:

Nikko AM team in Europe
Email: EMEAenquiries@nikkoam.com

4 https://www.spglobal.com/esg/insights/featured/special-editorial/sustainable-bond-issuance-will-return-to-
growth-in-2023
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https://resources.emea.nikkoam.com/en/green-bond-investment-guide-landing-page?utm_campaign=EMEA%20-%20Green%20Bonds&utm_source=NAM%20Article&utm_medium=GB1023_01
https://www.spglobal.com/esg/insights/featured/special-editorial/sustainable-bond-issuance-will-return-to-growth-in-2023
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Important information: This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution
only under such circumstances as may be permitted by applicable laws. This document does not constitute personal investment advice or a
personal recommendation and it does not consider in any way the objectives, financial situation or needs of any recipients. All recipients are
recommended to consult with their independent tax, financial and legal advisers prior to any investment.

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or
participate in any trading strategy. Moreover, the information in this document will not affect Nikko AM's investment strategy in any way. The
information and opinions in this document have been derived from or reached from sources believed in good faith to be reliable but have not
been independently verified. Nikko AM makes no guarantee, representation or warranty, express or implied, and accepts no responsibility or
liability for the accuracy or completeness of this document. No reliance should be placed on any assumptions, forecasts, projections, estimates or
prospects contained within this document. This document should not be regarded by recipients as a substitute for the exercise of their own
judgment. Opinions stated in this document may change without notice.

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of
future performance are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment.
The mention of individual securities, sectors, regions or countries within this document does not imply a recommendation to buy or sell.

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided
that nothing herein excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko
AM is strictly prohibited.

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it
intended for distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No.
368 Member Associations: The Investment Trusts Association, Japan/Japan Investment Advisers Association.

United Kingdom: This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United
Kingdom by the Financial Conduct Authority (the FCA) (FRN 122084). This document constitutes a financial promotion for the purposes of the
Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the FCA in the United Kingdom, and is directed at professional
clients as defined in the FCA Handbook of Rules and Guidance.

Luxembourg and Germany: This document is communicated by Nikko Asset Management Luxembourg S.A., which is authorised and regulated in
the Grand Duchy of Luxembourg by the Commission de Surveillance du Secteur Financier (the CSSF) as a management company authorised
under Chapter 15 of the Law of 17 December 2010 (No SO0000717) and as an alternative investment fund manager according to the Law of 12 July
2013 (No. A00002630).

United States: This document may not be duplicated, quoted, discussed or otherwise shared without prior consent. Any offering or distribution of
a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko Asset Management
Americas, Inc. is a United States Registered Investment Adviser.

Singapore: This document is for information to institutional investors as defined in the Securities and Futures Act (Chapter 289), and intermediaries
only. Nikko Asset Management Asia Limited (Co. Reg. No. 198202562H) is regulated by the Monetary Authority of Singapore.

Hong Kong: This document is for information to professional investors as defined in the Securities and Futures Ordinance, and intermediaries only.
The contents of this document have not been reviewed by the Securities and Futures Commission or any regulatory authority in Hong Kong. Nikko
Asset Management Hong Kong Limited is a licensed corporation in Hong Kong.

New Zealand: This document is issued in New Zealand by Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562). It
is for the use of wholesale clients, researchers, licensed financial advisers and their authorised representatives only.

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer
to the public to purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only
and must not be passed to, issued to, or shown to the public generally.

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti
Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement
or public offering is, therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public
offering of the Strategy is being made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing
or solicitation or inducement activities are being used to offer or market the Strategy in Kuwait.

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated
by the Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United
Kingdom (the FCA Rules). This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in
full or in part for any purpose whatsoever without a prior written permission from Nikko AME.

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or
appropriateness of the subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is
not treating that person as a client for the purposes of the FCA Rules other than those relating to financial promotion and that person will not
therefore benefit from any protections that would be available to such clients.

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any
time make purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or
have provided significant advice or investment services in any investments referred to in this document or in related investments. Relevant
confidential information, if any, known within any company in the Nikko AM group or Sumitomo Mitsui Trust Holdings group and not available to
Nikko AME because of regulations or internal procedure is not reflected in this document. The investments mentioned in this document may not
be eligible for sale in some states or countries, and they may not be suitable for all types of investors.

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by
the Commercial companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an
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offer to sell, or the solicitation of any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive
Regulations to the Capital Market law (issued by Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of
whatsoever nature within the territory of the Sultanate of Oman.

Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent
investigation of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be
reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior
written permission from Nikko Asset Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries
regarding the Strategies should be made to Nikko AME.

United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute,
a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a
limited number of investors in the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment
in such Strategy, and (b) upon their specific request.

The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities Authority or any
other relevant licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee only and should
not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee's consideration thereof).
No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd.
Republic of Korea: This document is being provided for general information purposes only, and shall not, and under no circumstances is, to be
construed as, an offering of financial investment products or services. Nikko AM is not making any representation with respect to the eligibility of
any person to acquire any financial investment product or service. The offering and sale of any financial investment product is subject to the
applicable regulations of the Republic of Korea. Any interests in a fund or collective investment scheme shall be sold after such fund is registered
under the private placement registration regime in accordance with the applicable regulations of the Republic of Korea, and the offering of such
registered fund shall be conducted only through a locally licensed distributor.
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