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The Green Deal - 05/24 (EN)
#responsiblebanking
On the primary market side, April and May could hardly have been more contrasting.
While April volumes were disappointing and also fell yoy, May brought us almost record
volumes for green bonds. The secondary market remains unchanged --> greeniums are
hard to find. While ESMA has specified ESG terminology for funds, SLB products are
struggling, partly due to the lack of concrete standards.

Highlights

• May brings a near-record volume for green bond issues
• German twin bond greenium continues to decline
• ESMA substantiate rules on ESG terms in fund names
• SLBs successfully pass the real-world test — but still remain unpopular
• Italy priced a new green retail bond
• China's rise on the EV market — US and EU push back
Primary market

While the month of April on the ESG primary market fell far short of expectations (EUR
17 bn), the issuance volume in May (currently EUR 44 bn) is close to the record May of
2022 (EUR 48 bn). Green bonds have already set an absolute record in May with EUR 38
bn. Only in September 2021 and 2022 more green bonds were placed in a single month.
However, this underlines once again that the ESG bond market is currently an almost
pure green bond market. Green bonds accounted for 87% of the issue volume in May.
Thanks to the strong issue month of May, at EUR 180 bn, the EUR ESG issue volume ytd
is currently slightly above the previous year's level (EUR 171 bn).

From a country perspective, French issues dominate the ESG market with a share of 19%,
similar to the previous year. Italian and supranational ESG issues in particular are well
above the previous year's level. While German and Dutch issues are well behind their
usual levels.

The easing in the real estate sector is also clearly evident. ESG RE issuance increased
significantly and reached EUR 2 bn in May, the highest monthly figure since March 2022.
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 Chart 1 - Monthly Issuance Volume - EUR ESG Market (EUR bn)
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Secondary market

ESG risk premiums traded mostly unchanged in April and May. Accordingly, rising Bund
yields in April / May were mainly responsible for the fall in YTD total returns across all ESG
asset classes. With the exception of SLBs, total return is therefore in negative territory.
In the corporate sector, the greenium remains in positive terrain, while an increasingly
clear greenium at the long end of the curve has emerged for financial bonds in recent
months. The greenium for German twin bonds, on the other hand, continues to decline,
which can be traced back primarily to the two shorter maturities (2025/2027). Also the
recently issued new twin bond due in 2029 does not change the overall picture as the
bond is trading at a greenium roughly equal to the weighted average greenium.

Chart 2 - IG corporate credit risk premia per ESG asset class*
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 Chart 3 - IG total return per ESG asset class*
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Chart 4 - Corporate Green vs Non Green*

0

40

80

120

160

0 2 4 6 8 10

I 
sp

re
a

d
 in

 b
p

years to maturity

IG Corporate Green Curve

IG Corporate Non Green Curve

*EUR denom.; > EUR 250 mn; > 1y to maturity; Plain vanilla
fixed coupon
Source: LSEG, RBI/Raiffeisen Research

Chart 5 - Financials Green vs Non Green*
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Chart 6 - Corporate green vs non green index spread development*
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 Chart 7 - Aggregated greenium of German twin bonds*
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Hot Topic I: ESMA substantiate rules on ESG terms in fund names

The European Securities and Markets Authority (ESMA) has published new guidelines on
the use of ESG terminology in fund names. The final guidelines follow the survey of asset
managers at the end of 2022 and beginning of 2023. Based on the survey result, revised
guidelines were presented in December 2023 which have now been finalized following a
further review.

The original proposal stipulated that for funds with sustainability-related terms in their
name, at least 50% of the assets must also be classified as sustainable investments in
accordance with Article 2(17) of the SFDR. Funds with ESG explicitly in their name had to
comply with an 80% threshold in accordance with the SFDR reporting requirements in
Appendix II and III. The 80% threshold has now been adopted for funds with both ESG and
sustainability terms in their name, as the definition of “sustainable investments” under
the SFDR is too broad and therefore misleading according to feedback.

Another significant change concerns the previously mandatory application of the
exclusion criteria in accordance with the Paris-aligned Benchmark (PAB) requirements.
All funds that wanted to be labeled as ESG or sustainable therefore had to achieve at least
50% lower emissions than the benchmark index, ensure an annual emissions reduction
of 7% and exclude fossil fuels such as oil & gas (for revenues >10%) completely. There
was criticism as funds with a transition focus were thus automatically excluded. The new
requirements for transition funds are now based on the Climate Transition Benchmark.
In addition to a lower emissions reduction target (30 % vs 50 %), there are no exclusion
criteria for the CTB with the exception of controversial weapons and violations of social
norms.

Finally, the term ESG was also divided into the respective sub-components. For example,
funds with social or governance in their name can apply the CTB criteria, while funds with
environmental in their name are still bound by the PAB. It should also be emphasized that
the term “ESG” falls under Environmental and must therefore also apply the PABs.

We consider the final requirements, which should come into force in around three
months, to be positive, as they provide a little more clarity. After all, the SFDR, which sets
out the definition of sustainable investments (Article 17(2)), remains very broad and leaves
room for interpretation. This leaves it up to investors to study the relevant disclosures
and make a decision on “ESG compliance”. Although this step is not spared even under
the new ESMA requirements, investors can at least rely on the fact that 80% of the assets
in funds with ESG or sustainability in their name also meet the respective ESG criteria. In
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addition, the interpretation is somewhat clearer with only one threshold of 80% instead
of two (50% or 80%).

Existing funds have six months to adopt the regulations; for new funds, the requirement
applies from the date of entry into force.

Hot Topic II: SLB concept strengthened by Enel Step-Up

Sustainability Linked Bonds (SLBs) are falling further and further behind year after year.
There is currently an equivalent of EUR 235 bn in SLBs outstanding worldwide. Just under
half of this is accounted for by EUR-denominated issues. The trend is currently clearly
against SLBs and the momentum continues to gather pace. While EUR 79 bn in SLBs were
issued in 2021, we are currently only at EUR 14 bn to date in 2024.

Even a significant event for the SLB market was obviously unable to put an end to this
negative trend. The first and by far largest and most consistent SLB issuer, Enel, has now
missed one of its defined targets. The CO2 target set for the end of 2023 (148g/KWh)
was not met. The failure means that a step-up of 25bp will take effect for EUR 10.2 bn
of the issuer's outstanding SLBs. This is equivalent to 9% of the total volume of the EUR
denominated SLB market currently outstanding (in total Enel has over EUR 16 bn of SLBs
outstanding (14.5% of the EUR SLB market) - however, not all fall under this target).

Chart 8 - SLB issuance volumes dropped
(EUR bn)
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Chart 9 - Enel #1 on the SLB market
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This example thus shows impressively that many of the prejudices against SLBs are at
least largely untenable. As the case shows, the stated objectives are by no means a
foregone conclusion. In the case of the Enel Group, the targets would have been achieved
if Spanish and Italian legislators had not banned the shutdown of coal-fired power plants
in the wake of the potential energy crisis as a result of Russian aggression. However, the
failure to meet the targets also shows that significant changes to Enel's business model
are necessary in order to achieve these targets. Although Enel is not to blame in this case,
there was never any question that the issuer would pay for this step-up. Another criticism
of SLBs, apart from the low probability that a step-up will materialize, is that the step-up is
insignificant anyway. Admittedly, Enel's step-up of 25bp is manageable, as is the case with
most SLBs. On the other hand, it must be added that most of these issues were issued in
a zero interest rate environment, where 25bp certainly carried weight. Furthermore, one
has to bear in mind that SLBs in most cases had no pricing advantage for the issuer and
the investor thus receives a bond with conditions similar to a classic bond but including
the option of an extra pickup without the credit picture having to deteriorate. From this
point of view, the product seems quite investor-friendly to us. To put this into concrete
figures. For Enel, this means an additional interest payment expense of over EUR 25 mn
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for 2024 and over the next four years, this step-up alone will increase interest expenses
by a total of EUR 96 mn.

While it is not the first step-up to be triggered (e.g. also in the case of the Greek Public
Corp), it is certainly the one that has the greatest impact on the SLB market.

This event is also unlikely to bring back much market euphoria for the SLB segment. We
believe broad acceptance can only be achieved with a combination of regulatory support
and investor incentives. We believe that a functioning SLB product is essential for a green
transformation. Above all, the transformation cannot be financed entirely through "use
of proceeds" issues.

In our view, one solution would be for the regulator to define clear sustainability targets
per industry for SLBs. These must be ambitious. In a second step, SLBs must be explicitly
considered suitable for Article 9 by the regulator. Once this basis has been created, it is
up to the issuers and investors to make this product attractive for both sides.

SLBs becomes attractive for an issuer if they can refinance themselves more cheaply with
SLBs than with traditional bonds. This raises the question of how the investor can be
persuaded to accept a small greenium for an SLB. We see three points as decisive here:

• Legal security or better treatment as already mentioned above

• Targets that are generally regarded as ambitious (protection against greenwashing)

• Attractive pricing

Points 1 and 2 have already been explained before. For point three, a step-up format
similar to the ones often agreed with companies in the lower IG could be appropriate.
That is, a downgrade to HY leads to a 125bp step-up. In our opinion, this would be suitable
for making the product, together with the other measures, so attractive for investors that
it would also result in a pricing discount to the classic bond. In addition, this potential step-
up should also ensure that the issuer does everything possible to meet the ambitious
targets.

Finally, it should not go unmentioned that a fundamental analysis of the SLB would have
paid off in Enel's case. While it was already apparent that the SLBs would miss their target
at the beginning of 2023 and a step-up would be due, this was only slowly reflected in the
bond pricing from October 2023 onwards.

Deals of the month

• Italy was active on the primary market in mid-May with a green retail bond. With an
order book of EUR 84 bn, the EUR 9 bn bond maturing in 2037 was oversubscribed
more than 9x and therefore in very high demand despite the EU marketing its own
deal simoultaneously. It is also interesting to note that Italy also had a retail bond
on the market in the previous week - but without a green label - where demand was
significantly weaker. The pricing was set at a yield of 4.1%. This means the bond was
priced slightly above the comparable green BTP curve, but at roughly the same level as
the regular curve. In accordance with the Green Bond Framework, the issue proceeds
will be used exclusively within the framework of one of the six EU taxonomy pillars.
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 Chart 10 - BTP curve
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Good to know - China continues to expand its EV dominance

China's advance in the market for electric vehicles (EVs, battery-powered vehicles and
plug-in hybrids) has prompted the US to impose tariffs of 100% on EVs from China,
quadrupling the current rate of 25%. Not only is the domestic EV market in China gaining
in popularity with a 38% share in 2024 ytd, further extending its lead over the EU (~19%),
but EV exports from China have also increased by 90% and 60% yoy in 2022 and 2023
respectively. Against this backdrop, BYD was able to further extend its global lead over
Tesla and is now at 21% vs 13% for Tesla. In 2020, Tesla was still well ahead of BYD with
16% vs 6%.

That said, the US import tariffs on Chinese EV vehicles are probably primarily of a symbolic
nature, as only a small proportion of EV exports were also destined for the US market
(USMCA share of 6.5%). The majority of Chinese BEVs, for example, were exported to the
EU, with a share of around 40% in 2023. The same applies to plug-in hybrids, where the
EU accounted for around 23% of exports. Probably also against this background, the EU
itself is currently conducting an anti-subsidy investigation against Chinese EV imports,
which was initiated in October last year and the result of which is still pending (up to 13
months possible). Currently, Tesla is still the clear market leader in the EV market in the
EU with around 12%, while BYD only holds 1%. However, BYD has major expansion plans,
including a plant in Hungary.

The USA is already taking fierce action not only against the end product itself, but also
against China's dominance in the supply chain (upstream and midstream of battery
production). Under the Inflation Reduction Act, subsidies are awarded for EVs, but these
are linked to the proportion of batteries and materials produced in North America. The
proportion increases annually and is intended to lead to increased investment in domestic
capacities, among other things.
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 Chart 11 - EV Exports China
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Appendix

Chart 12 - Yearly Issuance Volume - EUR ESG Market (EUR bn)
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Chart 13 - Share of ESG bonds in the EUR primary market
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 Chart 14 - Country overview EUR ESG Market (EUR bn)
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Chart 15 - Industry overview - EUR ESG primary market (EUR bn)
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Chart 16 - Yields of German government bonds*
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 Chart 17 - Yields of Austrian government bonds*
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Risk notifications and explanations

Disclosure
Risk notifications and explanations

Warnings:

• Figures on performance refer to the past. Past performance is not a reliable indicator for future results and the development of
a financial instrument, a financial index or a securities service. This is particularly true in cases when the financial instrument,
financial index or securities service has been offered for less than 12 months. In particular, this very short comparison period
is not a reliable indicator for future results.

• Performance of a financial instrument, a financial index or a securities service is reduced by commissions, fees and other
charges, which depend on the individual circumstances of the investor.

• The return on an investment in a financial instrument, a financial or securities service can rise or fall due to exchange rate
fluctuations.

• Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may deviate
from the forecast. Consequently, forecasts are not a reliable indicator for future results and the development of a financial
instrument, a financial index or a securities service.

A description of the concepts and methods used in the preparation of financial analyses is available under:
www.raiffeisenresearch.com/concept_and_methods.

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the context of
financial analyses) is available under: www.raiffeisenresearch.com/sensitivity_analysis.

Disclosure of circumstances and interests which may jeopardise the objectivity of RBI: www.raiffeisenresearch.com/
disclosuresobjectivity.

Detailed information on recommendations concerning financial instruments or issuers disseminated during a period of 12 month
prior to this publication (acc. to Art. 4 (1) i) Commission Delegated Regulation (EU) 2016/958 of 9.3.2016) is available under: https://
raiffeisenresearch.com/web/rbi-research-portal/recommendation_history.

 
IMPORTANT LEGAL NOTICE

By opening and/or using the information, services, links, functions, applications or programmes (hereinafter: "contents"") offered
on this website, the user hereby agrees to be bound by the terms and conditions set out below:

Copyright law

The contents offered on this website and subsites (hereinafter: the “RBI Research-Website”) are protected by copyright law. The
downloading or storage of applications or programmes contained on the RBI Research-Website and the (complete or partial)
reproduction, transmission, modification or linking of the contents of the RBI Research-Website shall only be permitted with the
express and written consent of Raiffeisen Bank International AG ("RBI"").

Information content, timeliness of information

The contents of the RBI Research-Website you are seeking to access is for information only and does neither qualify as investment
advice nor constitute or form part of any offer to buy or sell any securities or other financial instruments as defined in Article 5 para
1 number 15 of EU Directive 2014/65 (“MiFID II”) in any jurisdiction or jurisdictions, (and must not be considered in any way as an
offer or sale in relation to any securities or other financial instrument). In particular, no securities have been or will be registered
under the United States Securities Act of 1933, as amended (the “Securities Act”), and no such securities may be offered or sold in
the United States absent registration or exemption from registration under the Securities Act.

RBI has made every effort to ensure reliability in researching the information published on the RBI Research-Website or sent via RBI
Research-Website as well as in selecting the source of information used. Nonetheless, RBI does not assume any liability whatsoever
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for the correctness, completeness, timeliness or uninterrupted availability of the information made available on the RBI Research-
Website or as regards the sources of information used.

The information contained on the RBI Research-Website as well as forecasts published on the RBI Research-Website are based on
the information available and the market assessment at the point in time stated in the respective publications. Certain information
on this website constitutes forward-looking statements. RBI does not assume and hereby as far as possible expressly excludes
any liability for the correctness, completeness or actual occurrence of the events described in the forward-looking statements.
Such statements are not guarantees of future performance and involve a number of risks, uncertainties and assumptions. Certain
financial data (e.g. stock exchange prices) may in some cases only be published after a certain interval of time has lapsed as defined
by the data vendor (usually about 15 minutes or previous day end-of-day quotes). Furthermore, please note that many of the times
are given in Greenwich Mean Time (GMT).

You agree and acknowledge that the information and statements contained in the materials you are accessing on the RBI Research-
Website speak only as of the date of such document and such information and statements will become inaccurate, stale and/or
out-of-date thereafter. These materials should not be relied upon at any time for any investment decision.

RBI assumes no responsibility to maintain documents posted on the RBI Research-Website or to update any documents. Therefore,
users of the RBI Research-Website acknowledge that the content of documents available on the RBI Research-Website may not
show the most recent scenarios, analysis or conclusions.

Restricted access due to local regulations

Users of the RBI Research-Website can access some documents and information without registration requirements and without
further barriers (the respective area on the RBI Research-Website is hereinafter referred to as “Unrestricted Area”). By accessing
the Unrestricted Area, you agree and acknowledge that the materials on the RBI Research-Website may lawfully be made available
in accordance with the laws of the jurisdiction in which you are located.

Other documents are only available to persons who have registered themselves in accordance with the required procedure. The
part of the RBI Research-Website which can only be acceded by way of registration is hereinafter referred to as “Restricted Area”).

Due to the laws applicable in some jurisdictions or regulations imposed by capital market or securities authorities, some of the
information published on the RBI Research-Website (e.g. stock analyses) is not addressed to private individuals. In order to ensure
the enforcement of such local access restrictions, RBI retains the right to take any (technical) measures it may deem suitable for
restricting such information or segments of information subject to the aforementioned restrictions. The passing on of information
contained on the RBI Research-Website, which is subject to local access restrictions valid in certain countries, to the persons stated
in the relevant restrictions may constitute a breach of securities law or of other laws of said countries.

The distribution or dissemination of information published on the RBI Research-Website as well as the purchase and offering of the
respective products in certain jurisdictions may be subject to restrictions or additional requirements. Persons who retrieve such
information from the RBI Research-Website or into whose possession such information comes are required to inform themselves
about and to observe such restrictions. In particular, the products to which such information published on the RBI Research-
Website refers, may generally not be purchased or held by U.S. persons (the term “U.S. person” refers to any legal/natural person
having its seat/residence in the U.S.A and any other person within the meaning given to it by Regulation S under the Securities
Act 1933 as amended).

Users of the Unrestricted Area should be aware that the documents available on this part of the RBI Research-Website are not
made available on the basis that any customer relationship is created between RBI and such user solely on the basis of such user
having access to the respective documents. The documents available in the Unrestricted Area are intended to be available to users
in the European Economic Area and in the United Kingdom.
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Links to websites or URLs of third-party providers

With the exception of the cases regulated under § 17 of the Austrian E-Commerce Act, RBI does not assume any liability for
the content of websites or URLs of other providers to which links are provided. Neither does RBI assume any liability for the
uninterrupted availability or full functionality of the links to websites or URLs of third parties.

Exclusion of liability

RBI makes no warranty and will accept no liability for any damages whatsoever (including consequential or indirect damages, or
lost profits) relating to the access to the RBI Research-Website, the opening, use or querying of the contents on the RBI Research-
Website or relating to the links set up on the RBI Research-Website to websites or URLs of third parties. This applies also in cases
in which RBI points out the possibility of incurring such damages.

Furthermore, RBI shall not be liable for technical disruptions such as server breakdowns, operating disruptions or failures of the
telecommunications links and other similar events, which could lead to the (temporary) unavailability of the RBI Research-Website
as a whole or parts of it.

Storage of registration data

The content in the Restricted Area of the RBI Research-Website is only available to registered users. By sending the completed
online registration form, the user confirms the completeness and correctness of the data given and also confirms having truthfully
answered the questions asked. Furthermore, by sending the completed online form, the user hereby declares his or her consent
to the electronic processing of his or her registration data by RBI for both internal banking organisational purposes and for
transmission to other credit institutions within the Raiffeisen Banking Group, which may in turn also process, pass on or use such
data.

Changes to the RBI Research-Website

RBI retains the right to change and to remove the RBI Research-Website at any time (if necessary also without prior notice), in
particular as regards changing existing contents (in full or in part) and adding new contents.

General terms and conditions of business

For (authorised) users who use the services of RBI provided on the RBI Research-Website, the General Terms and Conditions of
Business, as amended, of RBI shall apply in addition to the terms and conditions of this Disclaimer.

Please also take note of the general information provided pursuant to § 5 of the E-Commerce Act!

Thomas SternbachLegal and ComplianceRaiffeisen Bank International AGAm Stadtpark 9, 1030 WienTel: +43-1-71707-1541Fax:
+43-1-71707-761541thomas.sternbach@rbinternational.com

IF YOU CANNOT SO CERTIFY, YOU MUST CLICK THE BUTTON LABELLED “I DECLINE” OR OTHERWISE EXIT THIS WEBSITE.

BY ACCESSING THE MATERIALS ON THIS WEBSITE, YOU SHALL BE DEEMED TO HAVE MADE THE ABOVE REPRESENTATIONS
AND CONSENTED TO DELIVERY BY ELECTRONIC TRANSMISSION.

This document is a marketing communication.
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Contacts

BENEDIKT-LUKA ANTIC
  Austria   ,

   benedikt-luka.antic@rbinternational.com

STEPHAN IMRE
  Austria   ,

   stephan.imre@rbinternational.com

THOMAS LEIRER
  Austria   ,

   thomas.leirer@rbinternational.com

JÜRGEN WALTER
  Austria   ,

   juergen.walter@rbinternational.com

JÖRG BAYER
  Austria   ,

   joerg.bayer@rbinternational.com

MARTIN KUTNY
  Austria   ,

   martin.kutny@rbinternational.com

OLIVER MARX
  Austria   ,

   oliver.marx@rbinternational.com

GEORG ZACCARIA
  Austria   ,

   georg.zaccaria@rbinternational.com

RUSLAN GADEEV
  Austria   ,

   ruslan.gadeev@rbinternational.com

FABIAN LAMINGER
  Austria   ,

   fabian.laminger@rbinternational.com

WERNER SCHMITZER
  Austria   ,

   werner.schmitzer@rbinternational.com

Imprint

Creation time of this publication: 28/05/2024 13:01 P.M. (CEST) ;

First Dissemination of this publication: 28/05/2024 13:01 P.M. (CEST)

Information requirements pursuant to the Austrian E-Commerce Act

Raiffeisen Bank International AGRegistered Office: Am Stadtpark 9, 1030 ViennaPostal address: 1010 Vienna, Postfach 50Phone: +43-1-71707-1846Fax: +
43-1-71707-1848

Company Register Number: FN 122119m at the Commercial Court of ViennaVAT Identification Number: UID ATU 57531200Austrian Data Processing Register: Data
processing register number (DVR): 4002771S.W.I.F.T.-Code: RZBA AT WW

Supervisory Authorities: As a credit institution (acc. to § 1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International AG is subject to the supervision
by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank of Austria (OeNB, Oesterreichische Nationalbank). Additionally, RBI is
subject to the supervision by the European Central Bank (ECB), which undertakes such supervision within the Single Supervisory Mechanism (SSM), which consists
of the ECB and the national responsible authorities (Council Regulation (EU) No 1024/2013 - SSM Regulation). Unless set out herein explicitly otherwise, references
to legal norms refer to norms enacted by the Republic of Austria.

Membership: Austrian Federal Economic Chamber, Federal Bank and Insurance Sector, Raiffeisen Association.

Statement pursuant to the Austrian Media Act

Publisher and editorial office of this publicationRaiffeisen Bank International AGAm Stadtpark 9, A-1030 ViennaMedia Owner of this publicationRaiffeisen
RESEARCH – Verein zur Verbreitung von volkswirtschaftlichen Analysen und FinanzmarktanalysenAm Stadtpark 9, A-1030 ViennaExecutive Committee of
Raiffeisen RESEARCH – Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen:Mag. Gunter Deuber (Chairman), Mag.
Helge Rechberger (Vice-Chairman)Raiffeisen RESEARCH – Verein zur Verbreitung von volkswirtschaftlichen Analysen und Finanzmarktanalysen is constituted as
state-registered society. Purpose and activity are (inter alia), the distribution of analysis, data, forecasts and reports and similar publications related to the Austrian
and international economy as well as financial markets.Basic tendency of the content of this publication
• Presentation of activities of Raiffeisen Bank International AG and its subsidiaries in the area of conducting analysis related to the Austrian and international

economy as well as the financial markets.
• Publishing of analysis according to various methods of analyses covering economics, interest rates and currencies, government and corporate bonds, equities

as well as commodities with a regional focus on the euro area and Central and Eastern Europe under consideration of the global markets.
Producer of this publicationRaiffeisen Bank International AGAm Stadtpark 9, A-1030 Vienna
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