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Banks can classify clients into 4 groups to design Transition Finance

Investment, financing, insurance, and related products and services that are necessary to support an orderly,
real-economy transition to net zero

1 Climate solution entities

Financing or enabling entities
and activities that develop and
scale climate solutions.

.:¢:.
Encourages the expansion of
low-emitting technologies and

services, including nature-
based solutions

Financial products:
- Green/Climate loan
- Green/Climate bond
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Financing or enabling entities that
are already aligned to a 1.5 degrees

C pathway.
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Supports climate leaders and
signals that the financial
sector is seeking transition
alignment behavior from the
real-economy companies.

Financial products:
- Sustainability-linked loan
- Sustainability-link bond

Source: GFANZ

Financing or enabling entities
committed to transitioning in line
with 1.5 degrees

C-aligned pathways.
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Supports both high-emitting
and low-emitting firms that
have robust net-zero
transition plans, set targets
aligned to sectoral pathways,
and implement changes in
their business to deliver on
their net- zero targets.

Financial products:
- Sustainability-linked loan
- Sustainability-link bond

4 Managed phaseout

Financing or enabling the
accelerated managed phaseout
(e.g., via early retirement) of high-
emitting physical assets.
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Facilitates significant
emissions reduction by the
identification and planned
early retirement of assets
while managing critical issues
of service continuity and
community interests.

Financial products:
- Energy Transition
Mechanism

- Conditional finance



Steps to Finance Net-Zero Transition Journey

a Design Net-Zero \ a \

a Climate related risk

assessment Transition Plan . . .
«  Financed emissions 1. Objective & Priorities Design FlnanC|a.I .
« Classification of loan 2. Implementation Strategy products for specific
portfolio 3. Enga'gement Strategy clients
« Physical risk / Transition risk 4. Metrics and Targets
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Data reporting ‘ Transition
& disclosure - finance
GHG emission protocol Disclose data & actions
Science-based Targets according to standards
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Green Taxonomies (e.g. ASEAN
Taxonomy, Thailand Taxonomy)

Business
Decarbonizing value chain
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Client engagement strategy is the key
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R Client engagement strategy is

the core element of a bank’s
decarbonization strategy
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Source: GFANZ Net-zero Financing Roadmap
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