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EXECUTIVE SUMMARY

ABOUT THE SURVEY

= RBC’s 2025 ESG Fixed Income Survey collates perspectives from
over 50 institutional investors representing more than $22.1
trillion’ in assets under management (AUM) globally. Survey
results were collected in November 2024.

= This year, results were analyzed across currency mandates (rather
than region of domicile) to best inform issuers and investors.

SUSTAINABLE DEBT MARKET

= Green, Social, and Sustainability (GSS) Bonds continue to attract
significant investor appetite, while Sustainability-Linked Bonds
(SLB) continue to experience headwinds across all regions.
European and EUR investors are more likely to “actively invest”
in all sustainable bond labels; meanwhile, regional- or currency-
based mandates show nuanced preferences.

* Incorporation of ESG factors in investor mandates remains
common practice, with over half of investors integrating ESG
considerations across 50% or more of their mandates.

= Green Bonds continue to attract the most incremental value
of the labels in the sustainable bond market, followed closely by
Sustainability and Social labels.

= Asitrelates to Sustainability-Linked Bonds, investors still
care the most about the inclusion of material KPIs, sufficient
penalties, and ambition levels.

= For GSS Bonds, investors look for use of proceeds that are
strongly defined and material to the business; Furthermore,
investors want to see that issuers are allocating proceeds as
promised and expect robust post-issuance reporting.

= “Greeniums” for GSS Bonds have remained resilient due to
investor demand for use of proceeds formats. Ascribed value
for SLBs has compressed the most on a year over year basis.

SUSTAINABLE INVESTOR TRENDS AND EXPECTATIONS

= Demand remains resilient for sustainable funds, led by
European investors.

* Over 80% of respondents leverage either internal or
third-party ESG ratings for investment decisions, with a
significant share utilizing both an internal scorecard and
external provider.

= Company involvement with ESG controversies and GHG
emissions remain key ESG drivers in the investment process.

= Looking forward to 2025, ESG data collection and integration
remain top of mind for investors, with regulatory disclosures
following suit as key areas of focus.

50+ respondents across the US, UK/Europe, Canada, and
APAC, (the “Investors”) representing a combined AUM of

$22.1 trillion’

1. AUM as per company reports (USD)
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COMPREHENSIVE INVESTOR POOL ADDRESSING MULTIPLE INSTRUMENTS, CURRENCIES, AND GEOGRAPHIES

Percentage of global survey respondents by type:'?

Insurance Pension Fund

4 4

71% 9% 7%

Asset Manager

Percentage of global survey respondents investing in:'

Other

7%

Bank Treasury

5%

Investment Grade Bonds SSAs High Yield Bonds Structured Products Loans
0 70% ’ 70% ' 43% 14%
Currency exposure of global survey respondents:'
, A L =
& p (w) cap Q EUR == GRP AUD
~ . 2115
80% 39% 43% 25% 23%
Client base of global survey respondents by geography:'
USA Canada Europe & UK APAC
48% 23% 20% 9%

Source: RBC Capital Markets survey
1. Multiple responses possible 2. Others include: Hedge Funds, Mutual Funds and “Other”
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BALANCED GEOGRAPHIC DISTRIBUTION AND SUSTAINABLE INVESTOR PARTICIPATION

Percentage of ESG focused investors across currencies:

B :sc Il non-ESG Overall investor mandates integrating
ESG considerations: 53%

TAKEAWAYS

= Over half of investor respondents integrate ESG considerations in 50% or more of their mandates.

= Investors with EUR and GBP mandates tend to integrate ESG considerations into a larger proportion of mandates than investors with
exposure to USD, CAD, or AUD.

ESG INTEGRATION IN INVESTMENT DECISIONS: TRENDS AND PRACTICES

Perceived change in demand for sustainable funds relative to non-sustainable funds by currency:

< -

@ o <

¢ -

== cpp 42% 33%

K11 ° o

@ |

. Decrease No Change Increase
TAKEAWAYS

= Over 60% of investors across regions experienced stable or increased demand for sustainable funds, underlining a persistent demand for
ESG-focused investment opportunities globally.

= Ofinvestors with EUR investment mandates, 50% reported an increase in perceived demand for sustainable funds relative to
non-sustainable fund.

= The majority of the decrease across currencies is attributable to trends realized by US-domiciled investors.

Source: RBC Capital Markets survey
Note: “ESG focused” is determined if a respondent’s fund either discloses under SFDR Article 8/9 or classifies itself as sustainable
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ESG INTEGRATION IN INVESTMENT DECISIONS: TRENDS AND PRACTICES (CONTINUED)

ESG drivers impacting investment decisions:

ESG Ratings

ESG Controversies 69%

GHG Emissions 54%

Physical and/or Transition-Related Climate Risks 48%

37%

ICMA-aligned bond labels

UN SDG alignment 28%

Third-party ESG

28% ratings used Both internal

Diversity, Equity, and Inclusion performance

d Index Eligibili o 31% and external ESG
ESG /Green Bond Index Eligibility - 15% ratings used
Regional Taxonomy alignment - 15% 42%
Implied Temperature scores - 13% 27%
Internal ESG
[y
EU Green Bond Standard - 1% rating used
Principal Adverse Impact (PAI) Indicators - 1%
TAKEAWAYS INSIGHTS
* ESG ratings have further solidified their dominance as the top ESG * The top 3 ESG drivers impacting investment
driver of investment decisions (2023: 71%); nearly half of investors decisions remain the same year over year.

continue to leverage both internal and external ESG ratings.

Top three ESG drivers impacting investment decisions by region:

1 ESG Ratings ESG Ratings ESG Ratings
2 ESG Controversies GHG Emissions ESG Controversies
3 Physical and/or transition-related climate risks ESG Controversies GHG Emissions

Source: RBC Capital Markets survey
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INVESTOR PREFERENCES FOR SUSTAINABLE FINANCE INSTRUMENTS

Preferred sustainable bond labels according to investors by currency:

% usD Green 51% 44% 5%

Social 43% 45% 10%

Sustainability 50% 43% 7%
Sustainability-Linked 7% 12%
(%) cap Green 57% 5%

Social 50% 5%

Sustainability 50% 5%

Sustainability-Linked 25% 45% 15% 10%

Q EUR Green 70% 30%
Social 55% 32% 9%
Sustainability 64% 27% 5% 5%
Sustainability-Linked 43% 29% 10% 14%
B Actively invest B Will consider an investment Do not actively invest, but researching Unfamiliar Do not invest
TAKEAWAYS INSIGHTS
= Green Bonds remain the preferred label across the sustainable * Investor appetite remains unchanged across Green,
debt market, appealing to the majority of investors. Social, and Sustainability labels.
* Investors with EUR exposure are more likely than USD or CAD = The proportion of investors that “Actively invest” in
investors to actively invest in all labeled debt, Green Bonds Sustainability-Linked Bonds is down year over year
most notably. (2023: 49%) on the back of continued headwinds.

Share of respondents “actively investing” or “willing to consider an investment” across labels:

82%
78%
71%
2022 2023 2024
— Green Social mm— Sustainability Sustainability-Linked

Source: RBC Capital Markets survey
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INVESTOR PREFERENCES FOR SUSTAINABLE FINANCE INSTRUMENTS (CONTINUED)

Where is the “greenium”?

2024 Data

Green

Social

zm

Sustainability 0

Sustainability-Linked

0.0 bps 0.5 bps 1.0 bps 1.5 bps 2.0 bps
TAKEAWAYS INSIGHTS
= Green Bonds continue to garner the highest perceived value = Greeniums have compressed across all labels, most
or willingness to pay relative to conventional bonds, followed significantly for Sustainability-Linked Bonds and only
closely by Sustainability and Social Bonds. marginally for Green and Social Bonds.

= Investors are less likely to ascribe additional value to
Sustainability-Linked Bonds.

Green
W 2022
Social W 2023
2024
Sustainability-Linked
0.0 bps 0.5 bps 1.0 bps 1.5 bps 2.0 bps 2.5 bps 3.0 bps

Source: RBC Capital Markets survey
Note: Year over year data is not available for Sustainability labels
Note: Greenium refers the amount of incremental value (in basis points) that investors reported ascribing to labeled debt products relative to comparable conventional bonds
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INVESTOR PREFERENCES FOR SUSTAINABLE FINANCE INSTRUMENTS (CONTINUED)

Which sustainable bond instruments best support the transition strategy of an issuer?

. . . 43%
Indifferent, as long as the issuer has a solid and 58%
. . .ope o
credible sustainability story and strategy 56%
. L . 22%
Green Bonds, because investing in green projects 13%
. oy . (]
shows higher credibility and commitment 22% m o0
. - . 28%
Sustainability-Linked Bonds, because ESG targets 16%
(]
better capture the transition objectives of the issuer 16% W 2023
i . Lo . 7% 2024
Transition Bonds, because investing in credible 12%
‘0
transition projects will help reduce GHG emissions 6%
TAKEAWAYS INSIGHTS
= Green Bonds slightly gained favor in supporting the * Investors remain generally agnostic between the specific

transition strategy of an issuer compared to 2023 and sustainable debt label chosen as long as the issuer has
2022, indicating the continued preference for Green Bonds. demonstrated a strong and credible sustainability strategy.

INVESTOR PERSPECTIVES ON SUSTAINABILITY-LINKED BONDS

Most important factors to consider when investing in SLBs:

aterial s N
Sufficient penalty for missing torgets | -
ambitious torgets N :-°:

Strong ESG rating for the issuer _ 14%
Issuer/sector diversification _14%
Standardization and comparability of targets 13%
Expectations for post issuance reporting _ 5%
Eligible for ESG index inclusion - 4%
TAKEAWAYS INSIGHTS
= The top three factors that investors consider when investing = While a top response in 2022 and 2023, this year’s respondents
in Sustainability-Linked Bonds reflect the sustainability were less likely to flag the importance of the standardization
characteristics of the instrument, as opposed to the overall and comparability of targets.

sustainability profile of the issuer.

Source: RBC Capital Markets survey
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INVESTOR PERSPECTIVES ON GSS BONDS

Top considerations for investing in GSS bonds:

UoP categories are material to the core business _ 55%
Expectations of robust post-issuance reporting _ 29%
Strong ESG rating for the issuer _ 24%
Issuer - sector diversification - 19%
Proceeds allocated at issuance - 17%
Taxonomy alignment - 17%
Novelty structures, such as Green Bonds - 2%
with Sustainability-Linked features
Eligible for ESG index inclusion . 5%
DNSH assessment incorporated I 2%
TAKEAWAYS INSIGHTS
= Use of Proceeds categories with strong definitions and are material to the core = The importance of proceeds being
business are critical to a GSS Bond issuance. allocated at the time of issuance has
* Investors also expect robust post-issuance reporting stipulated in GSS Frameworks to decreased. Investors may prefer that
ensure issuers are allocating to the aforementioned UoP categories. Issuers finance new projects after
= Approximately 1in 5 investors that care about ESG ratings look for a strong issuer ESG issuance, which may be perceived as
rating when investing in GSS bonds. having a higher degree of additionality

than refinancing existing projects.

Top 3 considerations for investing in GSS bonds per region:

1 Strongly defined UoP categories Strong ESG rating for the issuer Strongly defined UoP categories
2 UoP categories are material to the core business | UoP categories are material to the core businesses | UoP categories are material to the core business
3 Expectations of robust post-issuance reporting Strongly defined UoP categories Expectations of robust post-issuance reporting

Source: RBC Capital Markets survey
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SUSTAINABLE FINANCE THEMES TO LOOK FOR IN 2025

Key ESG focus areas for 2025:

Expanding the integration of ESG data in the investment process

Complying with regulatory disclosure requirements
(e.g. EU SFDR, UK SDR, US SEC, Canada OSFI B-15)

Advancing portfolio decarbonization commitments

Financing the transition of higher emitting companies
toward low-carbon business models

Supporting the creation of innovative and/or novel
sustainable debt products

Incorporating regional taxonomies in investment approach

Integrating Artificial Intelligence in the investment process

Top 5 preferred ESG data providers:

70%

47%

37%

35%

12%

12%

9%

sloombers | -
sustainalytics | -
issesc | -
INSIGHTS
cor [, -
= Similar to last year, ESG data collection and
integration top the list of investor priorities for 2025.
Bloomberg, MSCI and Sustainalytics are the preferred
data providers, with the majority of investors relying
on at least two providers for their ESG data needs.
Number of ESG data providers used:
22% 33% 22% 14%
1 2 3 4 5

Source: RBC Capital Markets survey

RBC CAPITAL MARKETS | 11



SUSTAINABLE FINANCE GROUP

Sarah Thompson

Global Head, Sustainable Finance

sarah.e.thompson@rbccm.com

Moses Choi Stefano Vitali
Managing Director, US Head Director, European Head
moses.choi@rbccm.com stefano.vitali@rbccm.com

DEBT CAPITAL MARKETS

GLOBAL

Robert McCormack
Global Head, DCM
robert.mccormack@rbccm.com

EUROPE

Rob Lamb
Europe Head, DCM
rob.lamb@rbccm.com

CANADA

Patrick MacDonald
Co-Head, Canadian DCM
patrick.macdonald@rbccm.com

APAC

Natalie Vanstone
Head, Australian Global Markets
natalie.vanstone@rbccm.com

Dan Botoff
Global Head, DCM Syndicate
dan.botoff@rbccm.com

Anthony Tobin
Head, European DCM Syndicate
anthony.tobin@rbccm.com

Rob Brown Scott Reynolds
Co-Head, Canadian DCM Head, Canadian DCM Syndicate
rob.brown@rbccm.com scott.reynolds@rbccm.com

Andrew Brown
Head, Australian Corporate DCM
andrew.j.brown@rbccm.com

RBC CAPITAL MARKETS | 12



This communication has been prepared by RBC Capital Markets (“RBCCM”) sales personnel for institutional clients and your information only and is not a research report prepared by the
RBCCM Research Department. Unless otherwise specified, the views expressed herein are the author’s and may differ from the views of RBCCM’s Research Department and from the views
of others within RBCCM. The information in the body of this communication is intended to provide general company and/or market commentary, is not intended to provide a sufficient basis
for an investment decision and should not be considered a research report. This material may include references to recently published research notes and reports by RBCCM’s Research
Department. Complete research notes and reports, including important conflicts disclosures, are available at https://www.rbcinsightresearch.com. You should assume that trading desks
at RBCCM or its affiliates makes markets and/or hold positions, and may have conducted underwriting or other investment banking work in any of the securities referenced herein.

Information contained herein has been compiled by RBCCM from sources believed to be reliable, but no representation or warranty, express or implied, is made as to its accuracy, completeness
or correctness. Every province in Canada, state in the U.S., and most countries throughout the world have their own laws regulating the types of securities and other investment products
which may be offered to their residents, as well as the process for doing so. As a result, the securities discussed in this communication may not be eligible for sale in some jurisdictions. To
the full extent permitted by law neither RBCCM nor any of its affiliates or any other person accepts any liability whatsoever for any direct, or indirect or consequential loss or damage
arising from any use of the information contained herein. No matter contained in this communication may be reproduced or copied by any means without the prior consent of RBCCM.
RBC Capital Markets is the global brand name for the capital markets business of Royal Bank of Canada and its affiliates.

United States: This communication has been approved by RBC Capital Markets, LLC (member FINRA, NYSE, SIPC), which is a U.S. registered broker-dealer and which accepts responsibility for this
communication and its dissemination in the United States. Any U.S. recipient of this communication that is not a registered broker-dealer or a bank acting in a broker or dealer capacity and that
wishes further information regarding, or to effect any transaction in, any of the securities discussed in this communication, should contact and place orders with RBC Capital Markets, LLC. This
communication is not a research report or a product of RBCCM’s Research Department.

Canada: RBC Dominion Securities Inc. (member CIRO and CIPF).

France: RBC Paris Branch, RBC Capital Markets (Europe) GmbH Paris Branch are regulated by the Autorité de Contréle Prudentiel et de Résolution and the Autorité des Marchés Financiers.

Germany: This publication has been approved by RBC Capital Markets (Europe) GmbH, which is a company authorized by BaFin.

United Kingdom: This publication has been approved by RBC Europe Limited, which is authorized by the Prudential Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority
and PRA.

Hong Kong: Royal Bank of Canada, Hong Kong (regulated by HKMA and SFC).

Australia: Royal Bank of Canada, Sydney Branch (regulated by the Australian Securities & Investments Commission and the Australian Prudential Regulation Authority; AFSL 246521; ABN 86 076
940 880). This document is distributed only to persons who satisfy the definition of wholesale client for the purposes of the Corporations Act 2001 and not intended for distribution to retail clients.

Japan: Securities business (as defined under the Financial Instruments and Exchange Law) in Japan will be carried out by RBC Capital Markets (Japan) Ltd. in compliance with all applicable laws
and regulations. RBC Capital Markets (Japan) Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau (Kinsho #203) and a member of Japan Securities Dealers Association
(“)SDA”) and the Financial Futures Association of Japan (“FFA)”). Banking business (as defined under the Banking Law) in Japan will be carried out by Royal Bank of Canada, Tokyo Branch in
compliance with applicable laws and regulations.

Singapore: Royal Bank of Canada, Singapore Branch (regulated by the Monetary Authority of Singapore).

® Registered trademark of Royal Bank of Canada. Used under license. © 2025 All rights reserved.

rbccm.com 7 bocument_02.25

RBC CAPITAL MARKETS | 13



