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The f i nanc e fusllmgctinmte destruatian lis éncreasingly in the political spotlight and Canadian
banks have a global impact.

For more than a century, Canadadbés big five banks
in resource extraction. They have devebbgballyrecognized expertise in financing &ilgas
devel opment, putting all of Canadads big five ban

fuels! This report details the significant financial support flowing fri@oyal Bank of Caada RBC), Bank

of Nova Scotia$cotiabank Canadian Imperial Bank of Commer@@BC), Toronto DominiorBank(TD)
andBank of Montreal BMO) to the fossil fuel industry globally. It also details such support provided by the
Desjardins GrougDG), which phys an important economic role in Quebec.

Greenpeace Canada commissioned this research to quantify the financial support flowing from Canadian
banks to fossil fuel companies around the world and their direct investments in the fossil fuel sector. In
addition, methodologies for quantifying climate risk related to stranded assets is a new and developing field
that will play an essential role in determining future legislation on climaeed risk disclosure and

whether or not it is actually effective. Thisport is therefore also a contribution to ensuring any new
regulations have teeth.

Some of the key findings of this research include:

Canadian banks are funding climate destruction and undermining international climate commitments
through the provision of CAD $694 billion in loans and underwriting services to fossil fuel companies:

9 Since the Paris Climate Agreement was signed in 2015, the six Canadian banks in this study have
provided over 694 billion to fossil fuel companies in the form of loans T$aillion) and underwriting
services ($28 billion). Over this same period, the federal government investediffiéd in climate

action and clean growth.

RBC is the largest financier of fossil fuels, followed by Scotiabank, TD, BMO, CIBC andtBen
Thebulk of this ($®9 billion, or 88% of total) went to o& gas companies. Coal companies received
$84.8billion (12% of total). Enbridge was the largest recipient, followed by CNRL, TransCanada and
Cenovus.

=A =4

i Rainforest Action NetworkBanking on Climate Chaos 2024vailable athttps://www.ran.org/bankingonclimatechaos2021/

L Government of CanadBackgrounder: Budget 2021 A Healthy Environment for a Healthy Eco(épniy 19, 2021).
Available athttps://www.canada.ca/en/departméinance/news/2021/04/budg2021-a-healthyenvironmentfor-a-healthy

economy.html
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Fossil fuel finance continued to rise aftethe Paris Climate Agreement was signed but fell in 2020 due
to the pandemic.

9 Fossil fuel financing by Canadian banks rose fror@2idillion in 2016 to $60 billion in 2019, before
dropping by 30% in 2020.

1 D G &assil fuel finance peaked in 2017, whil® and RBC peaked in 2018. BMO, CIB&and
Scotiabank peaked in 2019.
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February), Transaction search.
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These banks also hold more than one hundred billion dollars in fossil fuel shares, and their
investments have been rising.

M The investment arms of the selected Canadian banks holdb#tidd worth of sharesind $11.4 billion

1 ExceptforT D, the bank

worth of bondsn fossil fuel companies.

s6 tot al exposure to fossil f
2015i ncluding in 2020. TDO0s exposure has been f

CAD BILLION
0 10 20 30 40 50
Royal Bank of Canada 8 45
Toronto-Dominion Bank 7 26
BMO Financial Group = 3 21
Scotiabank 2 17
Desjardins Group I 11

Coal mOil & Gas

Source: Refinitiv (2021, February), Shareholdings:1212020, Bondholdings: latest filings

Canadian banks are more exposed to climate risk than they are telling investors.

1

This analysis found that the banks are more highly exposed to losses from a decline in the value of fossil

fuel companies than what they sedport (130 basis points on average in this analysis versus 57 basis
points in their published material$).

The oustanding loans to o& gas firms account for around half of the Common Equity Tier 1 Capital (a
key indicator of financial stability) foBMO (54%), CIBC (49%) and Scotiank(45%). Oil& gas loans

are also significant fofD (35%) andRBC (29%) but lesso for DG (13%).

The exposure to the fossil fuel industry is even more significant, accounting for arc808t5&

Common Equity Tier 1GET 1) Capital forBMO, Scotidbankand CIBC; around 40% for TBnd RBC;

and 17% for DG.

Based on their specific loaand investment portfolios, the banks most at risklirba@legreescenario are

(in order of the impact on their CET 1 ratio): BMO, CIBC, Scotiabank, TD, and then BB@. last,

with much lower exposure to fossil fuels than the Big 5.

While fossil fue | companies are major clients of Canadi
All of the banks currently have capital reserv@sghly doublevhat is required by regulators, so even in
al.5degreescenario the impact of the loan defauddssil fuel companies would not, on their own,

put the bankin breach of those requirements.

This report proposes a methodology for evaluating climate risk exposure thapwevill inform the rapidlyevolving debate
on mandatory climate risk reporting in Canada. We look forward to feedback from the sector on this approach.
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1 While likely significant, this report does not attempt to assess possible ripple effects, such as the impact
on mortgage default loans inq@toducing provices if major 0il& gas companies go bankrupt in the
absence of just transition policies.

The federal government must change the rules governing banks and climate change

9 This data in this research shows that Canadian banks have been increasing their exposure to fossil fuels,
even while issuing public statements about concern for climate change.

1 As Greenpeace Canada argued in our submission to the federal bank regaladatony disclosure of
climate risk using transparent methodologies is an importauttinsufficient- tool for shifting our
financial system onto a sustainable track. The federal government must replace thelrivaketisk
management approach todimcial policy and supervision with a precautionary, maskeping
approach’

Behind these numbers, however, is a complicated history. The data in this report should be understood in the
context of Canadads col oni ahasédntresched within @mngdverhiige e xt r
institutions and elites. One of the many | egaci es
shaped by resource extraction from the time of the fur trade and through the fish, lumbemrmehedning
booms.This history has also shaped the white settler relationship with the Indigenous peoples who inhabited
this land, and to whom we owe a duty of reconciliation.

That history is ongoing. The dominant form of resource extraction in recent decades has&egs oil

which is currently Canadaé& gasibkasp guelardest, and fastasttrising,Ex t r a
source of the greenhouse gases that cause climate change. This has been done in contravention of treaty
obligations and without the freprior and informed consent of Indigenous communities.

This isndt a pur el y&geacsonosmi ci nr etlhaet iwonrsdhsi po.f GOIIBC (
Af ami | y Ybhe sillobby and its @nablers have enormous political influence and hadedvibat

power to prevent or delay action to address the climate ¢ii3igs deeprooted political, culturaland

economic attachmentto@dlgas extraction |ikely contributes to
blindness to the risks posed fogsil fuel finance detailed in this report.

v Greenpeace Canadaprecautionary approach to climate risk in financial policy and supervisssaenpeace Canada
submission to the Office of the Superintendent of Financial Institutions consultation on promoting preparedness ané resilienc
to climaterelated risls (April 2021). Available aftttps://www.greenpeace.org/static/planethada

stateless/2021/07/666758@dcasubmissiorto-osfi-april-2021.pdf

v Canadi an Press (November 1, s30nleX)s., 'fi Breenregy tiisn gCaan dd aCasn a'dfi a
Available athttps://www.ctvnews.ca/business/eneigpranadas-family-businesshenefitingall-canadiansayscibc-ceo
1.4666724

vi For details, see The Cor por at dpsMawpvrarporgtenRppmg.ce/dataldase/ d at abas e,
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This research seeks to identify and quantify financial fljeans, underwriting services and equity
investmentsjrom six Canadian banks to the fossil fuel sector since the Glariate Agreement was signed

in December 2015t also evaluates the financial impact on the six banks from their exposure to fossil fuels
in a scenario wherine world successfully limits global warming to 1.5 degrees Cel%ig8Q), with a

resulting loss in vale for fossil fuel assets

i Financial flows

Canadian Banks have provided at least G%¥billion to companies active in the fossil fuels sector
since the signing of the Paris Agreement in December 2015.

Financal flows towardsthefossil fuels sectoirom Canadiarbanks even saw 20% yearoveryear

increasen 2017 driven by increased lending tioe oil & gas sector. However, aftéwreeyears of steady

flows, credit towards fossil fuel companies dropped 30% in 2020, due to the demand and price impact of
COVID-19 on the sector.

Among the Canadian Banks this study, Royal Bank of CanafRBC), Bank of Nova Scotia
(Scotiabank)and Torond Dominion Bank(TD) were the TogB largest financiers dhefossil fuels
sector, providing CAD 14billion, CAD 157 billion and CAD 144 billion, respectively, to coal and oil
& gas companies.

The investment arnaf the selected Canadidmanks held CAD 14 billion worth of shareand CAD

11.4 billion worth of bond& fossil fuel companies as of the most recent filings on 31 December 2020.
The aggregated data of all selected banks implies that they are still increasing their investments in fossil
fuelsand that investments in coal companasincreasing at an even higher pace than ovierédissil

fuels (seeFigure 4 where the baseline indicates what would happehe total value of shares held if no

new shares were bought or sold

140 - 50
- 45
120
- 40
100 - 35
8 8o | - 30
] ©
o - 25 o
(&)
= 60 | - 20
Q
40 + - 15
- - 10
I L5
0 0
) o o] A A %) Ne) 9 9 . )
N Ja A N N N N N N v v
F o F O X F HF o FF K
----- 0&G Baseline — 0&G Actual
Coal Baseline (RHS) Coal Actual (RHS)

Source: Refinitiv (2021, February), Shareholdings: frorl222015 to 3112-2020
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i Financial impact

This study evaluates the exposure of the Canadian financial institutions to the fossil fuel industry, with a
focus on the oil & gas sector, through the loans they provide and the investments they make.

The ParidJN Climate Conference iB015 (Conference of the Parties, or COP 21) agreed to limit global
temperature increase 106°Cversus preéndustrial levels. Nationally Determined ContributighéDCs)
represent pledges by individuaduntiesto reducenationalemissionsimpacting alsoelevant

industries The fossil fuel sector will be affected from two sidésstly, the fossil fuel industry will need

to reduce emissions in its processes (scope 1 and 2) and in its suppystape 3). Secondly, the

fossil fuel industry will be combnted with declining demarfdr oil, gas and coand potentiasupply
sideregulatiors such as a moratorium on Arctic drilling, fracking bamsother restrictions on the
development of new fossil fuel projects.

These impactsreate a risk of strandedsets, as coal, oil or gas reserves that are listed as corporate

assets cannot be developed and sold. As the value of these stranded assets decline, fossil fuel companies
might not be able to repay their debts. In this waysthbility of thefinancial systemin some countries

might be impacted by regulatisto achievel.5°Cand by market consequencedld°C It is important

to note that while it is not the focus of this research, the stability of the financial system is also

threatened by the greatghnysical impacts associated with higher levels of global warming.

The financial analysis of the selected Canadian financial institutions conducted in this research indicates
solid financial stability in a businessusual scenari¢i.e. without the impet on fossil fuel companies

of policies designed to achievd &°Cscenari), though thigdisregardshe much largercosts to the

broader economy of failing to limit greenhouse gas emissions (e.g. more extreme weather, rising seas,
etc.) Theb a n &ugemtequity and capital ratios, including t@@mmon Equity Tier 1GET 1) Ratio

whi ch measur es ,tstand well abavk theslevelsadquiredrbgtiye regulator, which

implies relatively safe capitalization and solvency.

In evaluatinghe exmsure of the Canadian financial institutions to the fossil fuel indusisanalysis
corsulteddifferent sources, namely the reports published by the banks, and the financing research
completed internallysing the Refinitiv and 1JGlobal databasg®stof the exposure inked to the
provision ofloans, as they account on average for around half dfafamce sheei$otal assets.

Loans granted to the oil & gas sector, and more broadly to the fossil fuel industry, are significant and
represent a higproportion of the CET 1 Capital. On average, loans and acceptances to the fossil fuel
industry, as published by the banks, represent 40% of the CET 1 Capital of the banks. Outstanding loans
to the fossil fuel industry, as calculatedfe financing reseah, account for 44% of the CET 1 Capital

on average.

In al.5°Cscenario, fossil fuel companies lose a significant portion of their value. The majority of these
losses would be absorbed by their shareholaleidess by banks. If banks would continuenarice

fossil fuel for many years to come, thapliedmodellingshows that fossil fuel companies could be
unable to repay 23% of their loans to Canadian banks.

Canadian financial institutions maintaiegulatory capital ratifar above thdevelrequiredby

regulation so even the 23% loss in value of fossil fuel loanslirb&Cscenario does not put them at

risk. Based on the banksdé6 own categorization of oi
case would decline to 13.2%. Based on thetifled loan methodology from Profundo, the stress test of

a 23% loan value decline from the fossil fuel industry leads to an average CET 1 ratio of 12.5%, versus
an average 13.8% reported at the latest reporting date. Of the six financial institutidnsf Bamtréal,

Bank ofNova Scotia and CIB@re most impacted inla5°Cscenario, as their CET 1 Capital Ratio is

the most affected.

The report is organized as follows: Chapter 1 presents the findings of the financial flows r&dearch
financialimpact assessmerdse introduced iiChapter 2Finally, Chapter 3 assessthe balance sheet
impacts of various scenarios of continued exposure to the fossil fuel by Canadian financial institutions.
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Canadian Banks have provided at least CAB94 billion to companies active in the fossil fuels
sector since the signing of the Paris Agreement in December 20The investment armsof the
selected Canadian Banks held CAD 114 billion worth of shares fossi fuel companies
according tomost recent filingsas of31 December 2020The aggregated data of all selected
banks implies that they are still increasing their investments in fossil fuelsyith the relative
pace being highest ircoal companies.

11

This section presents the methodology used to identify the financialifidéve period 2012020 from six
Canadian financial institutions to companies engaged in fossil thatdssince the Pari€limate
Agreement at the end of 2015.

This section is organized as follows: sectihd.1lists the financial institutions included in the scope of this
study; sectiori.1.2presents the sectors that are considered in this research; §ettBatescribes the types

of financing included within the scope of this research; sedtibddetails the methodology used to

calculate financial contributions of financial institutions where these are not listed in the financial databases;
sectionl.1.5lists the data sources used for the financial researcHireallg, sectionl.1.6sets out the

timeframe of this research.

111

This study researched the financial relationships with the fossil fuel sectors of the folo@argadian
financial institutions:

1 Bank of MontreaFinancial GrougBMO)

9 Bank of Nova ScotiéScotiabank)

1 Canadian Imperial Bank of CommengaBC)
91 Desjardins GrougDG)

1 Royal Bank of Canada (RBC)

1 ToronteDominion Bank (TD)

1.1.2

This research screened the syndicated financing tdy@mdi andshareholdings othe Canadiarfinancial
institutions in the following sectors as definedThe RefinitivBusiness ClassificatiofT RBC) industry
groups:

1 Coal (501010)

9 Electric Utilities (excluding pure renewable energy and hydro power comp&iddsl Coal Exit List
wasused as a reference to exclude-fassil fuetrelated compani¢$591010)

Metals & Mining (only companies also on the Global Coal Exit List) (512010)

Multiline Utilities (591040)

Natural Gas Utilities (591020)

Oil & Gas (501020)

Oil & Gas RelatedEquipment and Services (501030)

= =4 =4 =8 =9
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113

The banks financing companies engaged can be involved through two types of financing: credit and
investment. When financial institutions provide credit, it can be through loans or the underwriting of share
and/or bond issuances. Investment, on the other hand, is when financial institutions invest in the equity and
debt of a company by holding shares and/or bonds. This section outlines the different types of financing, how
they were researched and the imaticns for the study.

 Loans

The easiest way to obtain debt is to borrow money. In most cases, money is borrowed from commercial
banks. Loans can be either shiertm or longterm in nature. Shoterm loans (e.g. trade credits, current
accounts, leasing egements) have a maturity of less than a year. They are mostly used as working
capital for dayto-day operations. Shetérm debts are often provided by a single commercial bank,

which does not ask for substantial guarantees from the company.

A long-term lban has a maturity of at least one year, but more often of three to ten yearterong

corporate loans are particularly useful to finance expansion plans, which only generate rewards after a
certain period of time. The proceeds of corporate loans casdukfor all activities of the company.

Long-term loans are frequently extended by a loan syndicate, which is a group of banks brought together
by one or more arranging banks. The loan syndicate will only undersign the loan agreement if the
company can prade certain guarantees that interest and repayments on the loan will be fulfilled.
Corporate loans are often used as project finance (a loan that is earmarked for a specific project) or as

gener al corporate pur poses ageofprocedds iswrgportedap gehesal .
corporate purposes when it will be used for a certain prdjeptactice, as disclosures are not fully
transparent it can be difficult to ascertain whe
actudly funding.

Moreover, another type of loan is a revolving credit facility. A revolving credit facility provides a
company with an option to take up a loan from a bank (or more often: a banking syndicate) when it has
an urgent financing need. It is simit® a credit card. Companies can use the revolving facility up to a
certain limit, but they daot have to. Revolving credits are often concluded for ayea period and

then renewed, but many companies renegotiate their revolving credit facilityyeaerwith the same
banking syndicate. Amounts, interest rates, fees and participating banks can change slightly every year.
As the financial press often reports these renegotiations for larger companies, this might raise the
impression that banks are léngl huge sums of money to the same company every year. But: this
concerns renegotiations of basically the same facility and a revolving credit facility is hardly ever
actually called upon for a loan. Within the scope of this research revolving crediefeite counted

for every time that they are renewed.

Although revolving credit facilities are not always fully called upon, the syndicate of banks providing the
facility do have the obligation to provide the entire amount of money when the compaigr aisks
Therefore, even if the company ends up never using the facility, the banks were still involved with the
company during the period of the revolving credit facility and would have provided the company with
the money when they asked for it.

i Share iss@ances

Issuing shares on the stock exchange gives a company the opportunity to increase its equity by attracting
a large number of new shareholders or to increase the equity from its existing shareholders.

When a company offers its shares on the stock exgehorthefirst time, this is called an Initial Public

Of fering (1 PO). When a companyo6s shares are alreé
secondary offering of additional shares. To arrange an IPO or a secondary offering, a compahg needs
assistance of one or more (investment) banks, which will promote the shares and find shareholders. The
role of investment banks in this process is therefore very important.
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The role of the investment bank is temporary. The investment bank purchaslesrteinitially and

then promotes the shares and finds shareholders. When all issued shares that the financial institution has
underwritten are sold, they are no longer included in the balance sheet or the portfolio of the financial
institution. Neverthiess, the assistance provided by financial institutions to companies in share issuances
is crucial. They provide the company with access to capital markets and provide a guarantee that shares
will be bought at a prdetermined minimum price.

M Bond issuances

Issuing bonds can best be described as cutting a large loan into small pieces and selling each piece
separately. Bonds are issued on a large scale by governments, but also by corporations. Like shares,
bonds are traded on the stock exchange. To issues b@odmpany needs the assistance of one or more
(investment) banks which underwrite a certain amount of the bonds. Underwriting is in effect buying
with the intention of selling to investors. Still, in case the investment bank fails to sell all boasls it h
underwritten, it will end up owning the bonds.

1 (Managing) shareholdings

Institutional investors, such as banks, insurance companies, pension funds and asset managers, can,
through the funds they are managing, buy shares of a certain company makip@rte@smers of the
company. This gives the bank a direct influence
influence depends on the size of the shareholding.

As financial institutions actively decide in which sectors and companies to investeaaiueto
influence the companyés business strategy, this
institutions of the selected companies. Shareholdings are only relevant for stock listed companies. Not all
companies in the study are lidten a stock exchange.

Shareholdings have a number of peculiarities that have implications for the research strategy. Firstly,
shares can be bought and sold on the stock exchange from one moment to the next. Financial databases
keep track of shareholdingjsrough snapshots, or filings. This means that when a particular shareholding

is recorded in the financial database, the actual holding, or a portion of it, might have been sold, or more
shares purchased. Secondly, share prices vary from one momentéatthe

1 (Managing) investments in bonds

Institutional investors can also buy bonds of a certain company. The main difference between owning
shares and bonds is thiae owner of a bond is not a -@wner of the issuing company; tbener is a

creditor of thecompany. The buyer of each bond is entitled to repayment after a certain number of years,
and to a certain interest during each of these years.

Similar to shares, bonds can be bought and sold from one moment to the next. Bondholdings are also
reported bythe holding investor through regular filings. However, historical filings are not kept within
the financial databases; only the most recent bondholding information is available.

1.1.4
The financi al dat abases do not always include det
contribution to a deal. I ndi vi dual bankds contrib

the largest extent possible where thésils were included in the financial databases. In many cases, the
total value of a loan or issuance is known, as well as the number of banks that participate in this loan or
issuance. However, the amount that each individual bank commits to the Ieanamcenustbe estimated.
This research uses a tstep method to calculate this amount.

The proportionof fees receive@e.g. Bank A received 10% of all fees) was applied to the known total deal
valueto determine the amount loan@dg. 10% xotal loan ofUS$ 10 million = US$ 1 million for Bank A).

Where deal fee data was missing or incomplete, this research used thenheofatio (bookratio) The
bookratio (see formula below) is used to determine the spread over bookrunners and other managers.

Bookratio:
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Table 1showsthe commitment assigned to book runner groups with this estimation method. When the
number of total participants in relation to the number of bookrunners increases, the share that is attributed to
bookrunners decreases. This prevents very large differenaesounts attributed to book runners and other
participants.

Bookratio | Loans Issuances

>1/3 75% 75%
> 2/3 60% 75%
>1.5 40% 75%

>3.0 < 40%* < 75%*

* |In case of deals with a bookratio of more than 3.0uaea formula which gradually lowers the commitment assigned to the bookrunners as the
bookratio increases. The formula used for this:

p

S R

PB TOOXULOXO

The number in the denominator is used to let the formula start at 40% in case of adobBrat As the bookratio increases the formula will go
down from 40%. In case of issuances the number in the denominator is 0.769800358.

1.15

The financial research was bageanarily on Refinitiv (formerly known as Thomson Reuters EIKQd!)
retrieve the syndicated financing portfolio of the selected financial institutions, and theiabadnd
shareholdingsAdditionally, project finance was researched using 1JGldbaly deals not already identified
through Refinitiv were added. Bilateral #ing is not included in this research.

1.1.6

Different time periods were usedrfthe different financing types. For shareholdijne last filings at two
reporting date$ 31 December 2@land 31 December 2071 were retrievedBondholdings were ragved
based orthe most recent filings at the time of the research as no historical bondholding data is afaitable.
loans,bond and share issuances all deals to the relevant sectorsGpnidmdiarbanksfrom January 12016,

to December 31, 202Wereincluded.

1.2

The sixCanadiarbanksincluded in this analysisave provided at least CAE94billion to companies active
in the fossil fuels sectoirge the signing of the Paris Agreement in December.20&Bpanies engaged in
coal receivd CAD 84.8 hillion (12% of total), and CADOS billion (88% of total) was provided tihe oil &
gas sector in the form of loans and underwritegvices
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Source: Refiniti(2021, February), Bond issuances; Refinitiv (2021, February), Share issuances; Refinitiv (2021, February), Loans; |J&2bbal (2
February), Transaction search.

Financal flows from Canadian bankewardsthefossil fuels sector even saw an increase of 26&sover
year in 2017driven by increased lending toe oil & gas sector. However, aftfwreeyears of steady flows,
credit towards fossil fuel companies dropgB3% in 2020, due to the demand and price impact of
COVID-19 on the sector.

Among the @nadiarbanksin this studyRBC, Scotiabank an@D were theop-3 largest financiers dhe
fossil fuels secta providing CAD 1@ billion, CAD 157 billion and CAD 144 billion, respectively, to coal
and oil & gas companies.
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Source: Refinitiv (2021, February), Bond issuances; Refinitiv (2021, February), Share issuances; Refinitiv (2021, Febanary)lGlobal (2021,
February), Transaction search.

Receiving29% of the total identified credithetop-15 fossil fuel clients of Canadidanksaccounted for

CAD 202 billion in loans and underwriting. Enbridge was the largest client with CAD 32.5 billion, followed

by Canadian Natural Resources with CAD3billion, and TransCanada with CAD 23.1 billioh

financing.

CAD BILLION
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Canadian Natural Resources
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Source: Refinitiv (2021, February), Bond issuances; Refinitiv (2021, February), Share issuances; Refinitiv (2021, Febamary)lGlobal (2021,
February), Transaction search.
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1.3

The investment armaf the selected Canadidanks held CAD 114 billion worth of shares in fossil fuel
companiesccording tanost recent filingas 0f31 December 2020. Similar tbe impacbbservedn credit
flows, shareholding values were also negatively affected by the CQ¥zandemic, especially in the first
half of 2020 when the total value of shareholdings fell by 20%.
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Source: Refinitiv (2021, February), Shareholdings: froril222015 to 3112-2020

The momentum analysis shown Bigure 9compares the share investments of Canadian Banks with a
baseline, representing a scenarimo newpurchases or sales gifiares. The aggregated data of all selected
banks implies that they are still increasing tivenber of shares they hold in fossil faempanies and that

the number of shares held in coal companies is increasing at a relatively higher pace than overall fossil fuels.

The value of Canadidmta n k s 6 s harehol di ngs i b0OARcinthelpascbyeasasni es i
53% growth of thestarting baseline, while the absolute value at the end of 202CAR<L1.5 billion,

implying CAD 5.6 billion of additional cumulative investments in coal companies since theAtaaement

in December 20150n the other hand, afl gas sector investmergeadily increased to 120% of the

baseline until June 2028fter whichthe gap between the actual value and the baseline shrunk @ADst

3.3 billion, possibly due to divestments by the banks.
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Source: Refinitiv (2021, Februanghareholdings: 31.2-2020, Bondholdings: latest filings

RBC had the highest investment position in-22R0, with CAD 8 billion in coal and CAD 37 billion
invested in oil & gas companies in the form of shareholdings and bondholdings. Fiomnioion Bank
and BMO Financial Group followed with CAD 25.6 billion and CAD 20.9 billion investments, respectively.

Canadian National Railwayvhich ships an average of 45 million tonnes of coal annually and isatsgor
oil-by-rail shipper)was the largesecipient of investments with CAD 13.5 billion, followed by Enbridge
with CAD 13.1 billion androokfield Asset Managementith CAD 11.9 billion(Figure 1).
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1.4

141

BMO has provided CAD 9.6 billion to coal and CADG1®billion to oil & gas @mpanies since 2016,

bringing the total to CAD 14.8 billion. Annual credit flows to coal companies averaged CAD 1.9 billion in
the last five years while flows theoil & gas sector trended up between 2016 and 2019 from CAD 18.0
billion to CAD 26.9 billion. Similar to the other banks, financing flows to oil & gas declined sharply in 2020
by around 40% yeasveryear(Figure 12.
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February), Transaction search.
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The largest fossiiuel client of BMO was TransCanada with CAD 7.1 billiwifinancing followed by
Enbridge with CAD 6.5 billion and TC Energy with CARR%illion (Figure 13.
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February), Transactiosearch.

BMO6s oil & gas investments fluctuated during the
billion and stood at CAD 16.2 billion as of 4. The value of coal investments was more stable, averaging
around CAD 3.5 billion since 201Eigure 14.
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The shareholdings momentum analysis shows that, despite increasing its coal investments until the end of
2017, BMO started to shrink its coal shareholdings in 2018 and the additional investments over the
calculated baseline stood@AD 471 million asof Q4-20 (Figure 15. Oil & gas sector investments

followed a similar trendAdditional investments over the baseline in 2017 and 2019 appear to be divested as
of Q4-20. The final gap between baseline and actual valueG¥#e3 2.2 billion.

B M O dasgest investments as of December 2020 Wenmgadian National Railwayith CAD 2.3 billion,
followed byBrookfield Asset Managementith CAD 2.1 billionandEnbridgewith CAD 1.9 billion (Figure

16).

1.4.2
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Since December 2015, CIBf2ovided CAD 9.3 billion to coal and CADL4A billion to oil & gas companies
in loans (CAD B.8 billion) and underwriting (CAD 28.billion), adding up ta total of CAD 10.4 billion.
On average, 9% of the total credit flow from CIB@mrtowards coal copanies, averaging CAD 1.9 billion
annually without much fluctuation throughout the last five years. Credit flow towzedd & gas sector
declined sharply by&% in 2020 due to lower capital spending by the sector during the pangeéguime

17).

25
Z 22
= 20 19
®20 -
< 16
T 14
10 -
5 -
2 2 2 2 1
0
2016 2017 2018 2019 2020

Coal mOQil & Gas

Source: Refinitiv (2021, February), Bond issuances; Refinitiv (2021, February), Share issirefoasy (2021, February), Loans; IJGlobal (2021,
February), Transaction search.

Enbridge wa< | B @adgsst fossil fuel client with CAD 7.8 billioof financing followed by Suncor Energy

with CAD 4.8 billion and Canadian Natural Resources with CAbillion (Figure 18.

Source: Refinitiv (2021, February), Bond issuances; Refinitiv (20&ruary), Share issuances; Refinitiv (2021, February), Loans; IJGlobal (2021,
February), Transaction search.

The value of CIBC6s shareholdings in fossil -fuel
15 to CAD 15.8 billion in Q40. Shareholdigs in coal companies remained flat after the 209% increase in
2016 from CAD 575 million to CAD 1.8 billiogFigure 19.
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