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ESG: Sustainability In Focus

Environmental, social and governance (ESG) sustainability is a growing area of
focus for organizations in the United Arab Emirates, with its importance beginning
to impact many areas of corporate operating dynamics. UAE companies are seeing
the benefits of developing a more sustainable approach to business, in addition to
understanding the potential risks associated with climate change both on their own
operations and the societies in which they operate. Policy makers in the UAE are driving
through a sustainability agenda through strategic development policies such as Vision
2021’s ‘sustainable environment and infrastructure’ goals, and the UAE’s national
development agendas and charters including UAE Energy Strategy 2050, UAE Green
Agenda 2015-2030, and the National Innovation Strategy. Furthermore, the importance
of this theme is highlighted through the promotion of sustainability as one of the core
themes of Expo 2020 taking place later this year.

ESG disclosure guidelines released by the Abu Dhabi Stock Exchange and the
Dubai Financial Market are pushing corporates in the UAE to be better corporate
citizens by disclosing their ESG performance metrics, and allowing investors an
additional and equally important benchmark to financial performance with which those
companies can be assessed. Those disclosure guidelines along with a more proactive
approach adopted by companies in the UAE will lead to better alignment with long-term
government development goals and increased stakeholder confidence in the role
corporates will play in promoting more sustainable growth. There is scope for corporates
in the UAE to both deepen and broaden their sustainability practices and disclosures,
especially as global investor benchmarks become increasingly more stringent.

In this short note, we will focus on the gains specifically in the UAE, as it leads both
MENA and the GCC region in the development of its sustainability agenda. This
short primer to the ESG space is broken down into three parts. The first is a description
of what ESG is and where the UAE is placed. Secondly, we look at ESG reporting
regulations in the UAE that companies are required to report on from their fiscal year
ending 2020 and beyond. Finally, we highlight a few of the many initiatives that UAE
corporates and policymakers are driving in the race for ESG excellence. This is a space
with plenty of scope for growth, and we hope to share future insights on specific verticals
in this area going forward.
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What is ESG?

ESG stands for Environmental, Social, and Governance and refers to these three
central factors in measuring the sustainability and societal impact of an
investment in a company or business. Investors use these metrics as non-financial
factors in their analysis process to identify growth opportunities and risks of companies
and the environments in which they operate. ESG driven investing is now a global
theme where key investors are seeking to account for both financial returns and
social/environmental good in their investment decision.

There is a growing confidence that ESG analysis can provide important insights
about factors having a significant impact on the financial metrics of a company
and therefore better inform investment decisions and financial performance. ESG is
also growing increasingly important for public companies to improve their public
credentials as they battle for capital. The disclosures are pushing corporates to improve
their ESG credentials and mindset and correspondingly inform the market. ESG is also
a major pillar of public policy in the UAE through its long-term development objectives
and charters and forms a core part of the United Nations Sustainable Development
Goals.

Companies reporting on sustainability in the UAE
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In 2015, the UAE joined the 2030 Agenda for Sustainable Development, and in
the following year made a commitment to implement the United Nations
Sustainable Development Goals (SDGs) on a national scale. As a result, a growing
number of companies operating in the UAE are reporting how their activities faired in
light of those SDGs. The scope for increased reporting though has much room to grow
in the UAE. In a report released by KPMG in December 2020, 36% of the world’s 250
largest companies have reported on their impact on biodiversity in 2020, this compares
with only 9% of UAE companies. Also last year, 76% of the world’s leading 250
companies now report on their carbon reduction targets, compared with only 11% of
the top UAE companies.

The KPMG report points that the Corporate Responsibility reporting rate in the
UAE has increased from 44% in 2017 to 51% in 2020,highlighting that reporting on
environmental, economic, and social performance is gradually becoming ‘business as
usual’ for organizations in the UAE. This comes on the back of increased regional
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commitment to align with national charters and initiatives and to gain stakeholder
confidence by proactively communicating ESG performance.

KPMG also predicts arise in the number of companies in the UAE attaining third-
party assurance for their sustainability data in the coming years. We believe this
reflects the growing importance UAE corporates will place on attracting a more global
investor base that is increasingly keen on benchmarking ESG on global standards. In
2017 the Financial Stability Board created the Task Force on Climate-related Financial
Disclosures. The Task Force was asked to develop voluntary, consistent climate-
related financial disclosures that would be useful to investors, lenders, and insurance
underwriters in understanding material risk. KPMG expects the UAE to adopt this
framework on corporates as part of their risk assessment for climate change.

UAE Companies obtaining external ESG reports
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ESG Reporting Requirements in the UAE

The United Arab Emirates Securities and Commodities Authority (SCA) now
requires public joint stock companies listed in the UAE to adhere to specific ESG
disclosure requirements. The legislation is in accordance with Article (76) of the
Chairman of SCA Board Decision No. (03 R.M.) of 2020, this concerns adopting the
Corporate Governance Guide for Public Joint Stock Companies, public joint stock
companies listed on the Abu Dhabi Securities Exchange (ADX) or the Dubai Financial
Market (DFM) in the UAE (Listed PJSCs) must publish a sustainability report. A further
legislation issued on the 10th of January 2021, set out further details on the content of
the sustainability report and an affirmation that the report must be published annually.

According to the legislation listed companies in the UAE are required to prepare a
sustainability report reflecting the company’s long-term strategy and its impact on three
key parameters: The environment - the impact of the company’s operations and
decisions on the environment and the communities in which the company operates;
society - how the company’s policies and operations contribute or could contribute to
social justice, the well-being of workers and employees and the surrounding
community; the economy and governance — how the company is contributing to the
economic benefit of society and the impact of the company’s operations on the local
economy. Listed companies must comply with the Global Reporting Initiative (GRI)
standards and also any sustainability standards and requirements that are issued by
the DFM or ADX, depending on which market the company is listed. In 2020 companies
are allowed to publish the report within six months of their fiscal year end; however,
thereafter the reports need to be published within 90 days of the fiscal year end.
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ESG Opportunities

Estimates put global ESG investments at almost USD 53tn and rising, with
Bloomberg Intelligence estimating that almost a third of assets
undermanagement global are ESG driven. With a regional drive to reduce
hydrocarbon dependence and drive economic diversification across non-oil sectors, it's
clear to see why regional regulators are pushing corporates towards boosting their ESG
credentials, especially as it becomes an increasing important differentiator in the fight
for capital inflows. Federal and emirate regulators in the UAE are responding by not
only requiring disclosures but also by driving initiatives that seek to capitalize on
opportunities in the ESG space. Last year the Abu Dhabi Global Market (ADGM)
launched its sustainable finance initiative, while Dubai Financial Market (DFM)
launched the UAE Index for Environment, Social and Governance (ESG) to encourage
listed companies in the UAE to expand embracing ESG best practices. The Carbon
Disclosure Project awarded both First Abu Dhabi Bank and DP World, a rating of “A”
for their carbon metrics.

Corporates in the UAE are starting to adopt somewhat aggressive targets on
carbon target emissions. Majid Al Futtaim, a major retail and property conglomerate,
aims to achieve a Net Positive business model by 2040, producing more energy and
water than it consumes. The UAE's Etihad Airways, the first airline in the Middle East
to announce net-zero carbon emissions by 2050, is exploring the potential use of
synthetic fuel -- hydrogen mixed with carbon -- on future flights and is working on
boosting its offsets program. The airline is already committed to a 50% reduction in net
emissions by 2035, and a 20% reduction in emissions intensity in its passenger fleet
by 2025. The Dubai power provider DEWA said measures it undertook over recent
years contributed to reducing the net carbon emissions in Dubai by 22% in 2019, two
years ahead of the target of the Dubai Carbon Abatement Strategy 2021 to reduce 16%
of carbon emissions by 2021. The company is working within the framework of the
Dubai Clean Energy Strategy 2050 which aims to provide 75% of Dubai's total power
capacity from clean energy sources by 2050 from 9% currently.

S&P/Hawkamah ESG UAE Index Price Return (USD)

N N N N

2 12 2 %

S N QO N\ N
Vv U U v v v
D 0"\ @ 6’3\ 0& 6’3\

Source: S&P/Hawkamah, Emirates NBD Research

As with many of the successful initiatives in the UAE, a successful ESG drive
will depend on private sector take-up of government initiatives in the field.
Importantly we note that initiatives at the highest levels of policy making are driving
companies toward achieving genuine ESG gains that will have a positive impact on the
national goals and interests of the UAE. Combined with a global climate that is now
more fully engaged on the environment, especially with a US administration that is more
committed to taking a leadership role in climate change. ESG is one of those fields that
is full of promise towards achieving true long-term sustainability.
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Disclaimer

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the
publication, you signify you accept these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such
modifications shall be effective immediately. Accordingly, please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the
publication, after modifications to the Disclaimer will constitute your acceptance of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to
accept the content of this Disclaimer, you may not access, or use the publication. Any terms and conditions proposed by you which are in addition to or which conflict with this
Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is believed by Emirates NBD to be accurate and true but Emirates
NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result
of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes. Charts, graphs and related
data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude any
transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes
in any other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates
NBD does not guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third
parties. Moreover, the provision of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD
of investment advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax,
accounting advice. The publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary
to law or regulation. Accordingly, anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives,
successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from
the publication including, but not limited to, quotes and financial data; (b) loss or damage arising from the use of the publication, including, but not limited to any investment decision
occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS,
OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO YOU FOR DIRECT, INDIRECT, INCIDENTAL,
CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH
DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR
LOST BUSINESS. The information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements
as to future matters are not guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the
accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding
information contained in the publication. Further, references to any financial instrument or investment product is not intended to imply that an actual trading market exists for such
instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial advisor.

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory
or other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a
conflict of interest that could affect the objectivity of this report. The securities covered by this report may not be suitable for all types of investors. The report does not take into
account the investment objectives, financial situations and specific needs of recipients.

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates
NBD may use different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments
and/or when valuing its own inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment
activities. Moreover, you acknowledge in receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any
investment activity described in the publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is
suitable, lies exclusively with you. You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment and that the
information contained herein is not to be used as an indication for the future performance of any investment activity. You acknowledge that the publication has been developed,
compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other information sources) through the application of methods and standards of
judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others. All
present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any
governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other
lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof.
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor
to, the content of the publication, or any variations or derivatives thereof, for any purpose.

YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR
DISPOSITION TO, OR USE BY OR FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY
DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY
NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU
MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD.
THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE
DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY.
FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS
SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE
PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS.
MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED
HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE,"” AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE
PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree,
at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from
and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication,
including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to,
or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving
the publication.

Page 5



e

Emirates NBD Research & Treasury Contact List

Emirates NBD Head Office
12thFloor

Baniyas Road, Deira
P.OBox777

Dubai

Aazar Ali Khwaja

Senior Executive Vice President
Global Markets & Treasury
+971 4 609 3000
aazark@emiratersnbd.com

Research

Edward Bell

Senior Director, Market Economics
+9714 230 7701
edwardpb@emiratesnbd.com

Jamal Mattar

Research Analyst

+9714 444 3607
jamaly@emiratesnbd.com

Sales & Structuring

Group Head — Treasury Sales
Tariq Chaudhary

+971 4 230 7777
tarigmc@emiratesnbd.com

London Sales

Carlo de Vos

+44 (0) 207 838 2279
devosc@emiratesnbd.com

Emirates NBD Capital

Hitesh Asarpota
Head of Debt Capital Markets.
+971 50 4529515
asarpotah@emiratesnbd.com

Investor Relations

Patrick Clerkin
+9714 230 7805
patricke@emiratesnbd.com

Khatija Haque

Head of Research &

Chief Economist

+9714 230 7803
khatijah@emiratesnbd.com

Shady Shaher Elborno
Head of Macro Strategy
+9714 609 3015
shadyb@emiratesnbd.com

Saudi Arabia Sales

Abdulazeez Adm AlSomali

+966 11 282 5623
abdulazeezso@emiratesnbd.com

Egypt Sales

Ahmad Okasha

+202 2726 5934
aokasha@emiratesnbd.com

Group Corporate Affairs

Ibrahim Sowaidan
+9714 609 4113
ibrahims@emiratesnbd.com

Daniel Richards

MENA Economist

+9714 609 3032
danielricha@emiratesnbd.com

Singapore Sales

Shivakumar Srinivasan

+65 6578 5620
shivakumars@emiratesnbd.com

India Sales

Ashish Pahuja

+91 22 6813 6202
ashishpa@emiratesnbd.com

Claire Andrea
+9714 609 4143
clairea@emiratesnbd.com

Page 6



