6. Sustainable finance

Sustainability is an integrated commitment
that goes to the heart of Banca March’s
Shared Growth philosophy. This philosophy
calls for a form of management that
contributes to an inclusive and sustainable
economic model that is also profitable for
stakeholders.

In the context of the Strategic Sustainability
Programme developed in 2022, Banca
March has defined a Sustainability Ideology.
The framework for Banca March’s strategic
positioning in terms of sustainability will be
built in 2023.

A4 BancaMarch

Fully aware of its capacity to influence
society in the long run through its sustainable
business, Banca March not only ensures the
sustainable use of resources, but also seeks to
promote sustainable economic development
through two main channels: financing and
investing in sectors able to demonstrate
efficient environmental management.

Thus, the Group is pursuing a concept
of sustainability that goes beyond
environmental protection

‘ Sustainable finance
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Commitment to sustainable

financing

Sustainable financing is an unstoppable
trend that is fully built into Banca March’s
business model.

Loan origination and distribution

In 2022, Banca March led the structuring of
four sustainable financing operations worth
a total of EUR 116 million. It also took part in
seven other operations structured by third
parties worth more than EUR 100 million.
This is a further show of Banca March’s

firm commitment to being one of the main
promoters of financing with sustainability
criteria in Spain.

A4 BancaMarch

Asset financing solutions

The projects co-financed by Banca March’s
customer investors, within the framework of
specific structures designed for this purpose,
are part of Banca March’s commitment

to sustainable investment and enable its
customers to contribute to sectors and
initiatives that promote the SDGs.

More precisely, the financed projects have

involved the following key activities:

= Research, Development and Innovation
(R&D&). In 2022, support was given
to sectors such as offshore floating
wind technology, health (development
of rapid diagnostic systems for mental
illness), bioscience for multimodal

‘ Sustainable finance

cancer treatment, industrial valves,
equipment for the electrical industry and
engineering.
= Shipbuilding (Tax Lease Vessels). Banca
March took part in an operation for
the construction of a liquefied natural
gas bunkering vessel for the port of
Barcelona, which was delivered in 2022.
= Cultural outreach (promotion of
performing and musical arts events and
film production).

These activities contribute to SDG 9
(Industry, Innovation and Infrastructure),
SDG 7 (Affordable and Clean Energy)
and SDG 11 (Sustainable Cities and
Communities), among others.
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The financing and optimisation of landmark/
custom real estate assets carried out in 2022
is also part of the Bank’s current offering
and strengthens Banca March’s commitment
to the real economy, enabling it to channel
corporate savings towards financing a
sustainable transition.

Specifically, investment alternatives are
proposed in sectors such as renewable
energy projects, the financing of industrial/
transport assets, or the optimisation of
public funding for R&D&I, among others.

In line with the ambitious climate and
energy targets set by the European
Union, Banca March is actively working to
promote investment alternatives to boost
the installation of more renewable energy
capacity in Spain and the rest of Europe.

Together with Kobus Partners, a
management company specialising in the
management of clean energy projects, Banca
March launched the first Spanish debt fund

A4 BancaMarch
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in photovoltaic and wind energy projects in
Spain, Portugal and the rest of the European
Union in 2021. The fund, categorised as
Article 9 under the SFDR, boasts the highest
rating for sustainability support and credit
guarantee from the European Investment
Fund (EIF), as it is aligned with its strategic
guidelines on green energy.

In 2022, the fund mobilised an investment

of roughly EUR 33 million (with the investors
including March Vida), which can be raised to
EUR 58.3 million.

The fund is aimed at ready-to-build projects
promoted by medium-sized undertakings
with no more than 250 employees.

A4 BancaMarch

Financing of funds

In 2022, the Fund Financing Unit (part of
the Large Companies Unit) was very active
in financing committed and undisbursed
capital from private equity or venture
capital investors. Banca March finances
impact funds, renewable energy funds

and expansion capital funds that invest in
unlisted companies (mainly family-owned)
and projects that follow sustainable and
green models.

‘ Sustainable finance
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Commitment to
sustainable investing

Responsible investing and saving is what
Banca March has been doing for almost
100 years. Through co-investment, the
Bank has traditionally offered value
products based on expert advice and
customer proximity.

Banca March has adapted its advisory
and discretionary portfolio management
services to the new requirements
resulting from the amendments made

to MiFID Il and has worked to develop
atest to reflect in sufficient detail the
sustainability preferences of customers
when it comes to their investments.

The Bank has also made changes to its
investment portfolios so that they can
raise the bar in terms of their sustainable
investment commitments.

A4 BancaMarch

In 2022, the Bank made further
progress in improving its processes for
integrating non-financial risks, with the
aim of making investment management
more complete and robust. Notably,
sustainability and ESG criteria are being
steadily integrated into the Group’s
policies.

The Group is therefore developing

arisk integration procedure, which

sets out the principles, processes and
governance framework for integrating
ESG risks into investment decisions. A
framework for sustainability exclusions
is also on the drawing board, with the aim
of implementing a restrictive policy on
investments in certain sectors (arms and
media) to be applied across the board.

Sustainable finance
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Banca March not only manages the non-
financial risks to which its investments are
exposed, but is also aware of the potential
impact that its investments can have on
society and the environment.

With this in mind, the Bank has made
further progress in developing a procedure
to identify, measure and ultimately reduce
principal adverse impacts (PAls) on
environmental or social factors.

Banca March has also begun to make ESG
aspects part of its investment decisions
and it actively participates in the corporate
governance decisions of the companies in
which it invests and maintains open and
regular dialogue about its exposure to
sustainability risks.

A4 BancaMarch

Portfolio management and financial
advisory service

Banca March provides added-value
Discretionary Portfolio Management
services and delegated funds which

are unrivalled in the market. The Next
Generation strategy is a key part of this
service, based on global megatrends such as
Industry 4.0, sustainability and environment,
demographics and lifestyle.

The impact investing and Socially
Responsible Investment (SRI) products
offered by the Bank alongside international
fund managers such as Amundi-CPR reached
assets under management of EUR 140
million in 2022, with the following funds
standing out:

= Robeco Climate Global Bonds, marketed
exclusively by Banca March, invests in
government and corporate bonds with
lower carbon intensity emissions and

Sustainable finance
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which are decarbonising at a 7% year-on-
year rate.

The March Green Transition Bond

Fund invests in green bonds, debt of
companies with credible decarbonisation
pathways and debt of countries that

are in the process of transformation

and have implemented a sustainable
economic growth model. It ended 2022
with net assets of EUR 23 million.

In equities, the launch of Nordea Global
Social Solutions, a thematic fund that
invests in companies with a positive
social impact, divided into three sub-
themes: the vital needs of people,
inclusion and prosperity. The fund stems
from an alliance between Nordic fund
manager Nordea A.M. and Banca March.
Under this partnership, the investment
philosophy has been jointly defined and
Banca March has exclusive marketing
rights in Spain.

A4 BancaMarch

Banca March

provides added-value
Discretionary Portfolio
Management services
and delegated funds
which are unrivalled in
the market.

‘ Sustainable finance
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Sustainable and Responsible

Investment (SRI)

At the end of 2021 March AM had EUR
5,414 million in assets under management;
of this total, EUR 881 million represented
assets converted to Article 8 under SFDR,
representing 16.3% of the total assets under
management.

In 2022, the percentage of assets and
products qualifying under Article 8 was
guantitatively and qualitatively increased.

At year-end 2022, March AM had assets
under management valued at EUR

4,918 million. Of this, EUR 3,095 million
represented assets converted to Article 8
from Article 6, which already accounts for
62% of the total assets under management;
of these, those that as of 31 December 2022
were eligible to be picked by customers

with sustainability preferences (Article

A4 BancaMarch

8 products with minimum sustainable
investment commitment according to
the SFDR, Taxonomy and PAls screening)
totalled EUR 2,593 or 52.7%.

At year-end 2022, more than half of March
AM’s assets were eligible to be offered to
customers with sustainability preferences
and nearly 63% of assets were classified as
Article 8 under the SFDR.

ESG risk analysis of March AM’s products
and issuers

March AM has designed and implemented
a proprietary ESG risk methodology that
provides multidimensional coverage at
the asset level, with a depth that covers
different instrument classes and types and

Sustainable finance (——]

consolidates at the portfolio and manager
level, such that virtually all of its products
now have an ESG rating.

This methodology integrates, adapts and
completes the information provided by
external providers that assign an ESG rating
to each issuer. The assessment includes a
general analysis, and a more specific analysis
for each sector and activity, targeting
relevant ESG factors (social and corporate
governance). The government analysis
employs ESG criteria adapted to each
country (following the analysis of specialist
external provider or providers).

If these external providers are unable to
assign a rating (which mainly happens due
to the issuer’s size), the March AM team will
infer its own rating from an internal analysis

NON-FINANCIAL STATEMENT 2022 | BANCA MARCH iO 1



of the sector in which the company operates

and its performance as an issuer in terms of

ESG criteria, and include that rating it in its

decision-making process.

Utilising this methodology and at the global

level, the average ESG risk rating of the fund
manager remained relatively low throughout

the year, at a level considered as good (<20).

Rating ESG - March AM evolution
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The average ESG risk
rating of the fund
manager remained
relatively low
throughout the year,
at a level considered as
good (<20).
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In terms of rating distribution, both at March
AM and instrument level, there is a growing
percentage of products with a rating of
good (<20) or very good (<10), a very small
percentage of portfolios with a rating of

fair (>30), and a negligible percentage of
portfolios with a rating of poor (>40).

These ratings reflect the strength of March
AM’s asset selection methodology, which

is largely independent of the SFDR product
classification.

Lastly, it should be noted that most of the

assets have an average ESG rating (between
20 and 30) trending towards a good rating.

A4 BancaMarch
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Impact
investing

In 2022, as part of its alternative
investments, March Vida invested in the
Dunas Absolute Impact FCR of Dunas
Capital Asset Management.

This fund looks to invest in Spain, especially
in economically depressed areas or areas
with high levels of unemployment, in order to
generate economic activity and promote the
creation of stable employment (especially
among groups at high risk of social exclusion).

Its main investments will focus on renewable
energy, sustainable agriculture and energy
efficiency.

v |
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Investment
diversification

Banca March’s alliances with international In 2022, March PE launched its second
specialists in alternative, sustainable and fund, known as March PE Global Il, which
impact investments are now yielding pursues the same investment philosophy
positive results, as expected. This is as the first fund. So much so that March PE
evidenced by March PE’s investments in Global II's first committed investment is an
funds that integrate sustainability into their Article 8 fund under the SFDR that invests
operations. in companies operating in the technology

and health care sectors.
March PE Global | is the first fund to
commit capital to international managers
that focus on sustainability criteria and
metrics throughout their investment
process.
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Capital
market - Debt

Banca March plays a prominent role in
advising and brokering debt in the public
markets, thus facilitating access to financing
focused on sustainability.

= Banca March took part —as registered
advisor, paying agent and dealer— in two
Green Commercial Paper Programmes
in the Spanish Alternative Fixed Income
Market (known as the MARF) for issuers
Ecoener and Greenalia.

= |talso acted as registered advisor,
paying agent and dealer in two MARF
commercial paper programmes linked to
sustainability criteria, for the companies
Elecnor and Barcelé.

A4 BancaMarch

‘ Sustainable finance
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