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Highlights

In order to contribute to the achievement of a sustainable society, MUFG has identif ied climate change measures
& environmental protection as one of its priority environmental and social issues.
Acutely aware of the importance of climate-related f inancial disclosure, MUFG has declared its support of
relevant recommendations formulated by the Task Force on Climate-related Financial Disclosures (TCFD), a
special taskforce established by the Financial Stability Board (FSB). In line with these recommendations for
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Ɣ Risks and opportunities related to climate change

As for risks related to climate change, based on TCFD recommendations, we have expanded the classification of risks, organized cases of transition risks and
physical risks, and expanded disclosure.

[Examples of Transition and Physical Risks]



Risk categori
esExamples of transition r21 Examples of physical r21 Tim65.rame



Scenario ・RCP 2.6 (the 2°C scenario) and 8.5 (4°C scenario) published by the
Intergovernmental Panel on Climate Change (IPCC)

 
 

Analytical
method

・ Estimated damage in the event of a flood is analyzed, and an approach to
measure its impact on the overall credit portfolio using the c-6.469edefaulthe
��







Installation of Chief Sustainability Officer

MUFG installed the Chief Sustainability Officer (CSuO) to strengthen our sustainability initiatives and to clarify
responsibilities (May 2020).

Engagement and Utilize of External Advisors in the Environment and Social Fields
Since 2019, we have engaged external experts in the environmental and social f ields as permanent external
advisors. Opinions were exchanged between the experts and the members of the Board of Directors, allowing us
to use their broad knowledge of ESG in our sustainability initiatives.



A Heightened Metric for ESG-Related External Ratings is Installed as an Evaluation
Index of the Executive Compensation System

MUFG has revised its executive compensation system to achieve the medium-term business plan and implement
sustainability management, and has newly installed a heightened metric for ESG-related external ratings as a
medium- to long-term performance-linked indicator for stock-based compensation.
The system is designed to re flect the degree of improvement found through the external ratings granted by  five
major ESG rating agencies  for executive compensation. The intention is to align MUFG's corporate activities
withthe interests of its diverse stakeholders.
(note) MSCI, FTSE Russell, Sustainalytics, S&P Dow Jones, CDP

(note)
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MUFG Environmental Policy Statement MUFG Carbon Neutrality Declaration 



strengths can be applied. One of the priorities we especially focus on is climate change measures and
environmental protection.
We have always been proactive in addressing climate change and environmental protection issues. It included
formulating the MUFG Environmental and Social Policy Framework for assessing and managing the risks
associated with our business activities as well as setting sustainable finance targets. During this period, the
movement to combat climate change gained tremendous global momentum, as can be seen, for example, by the
Japanese government’s Carbon Neutrality Declaration. MUFG has taken another step forward by announcing the
MUFG Carbon Neutrality Declaration in May 2021. Guided by this declaration, MUFG is implementing group-
wide environmental measures globally, aiming to achieve net zero GHG emissions from the financed portfolio by
2050 and net zero GHG emissions from our own operations by 2030.
In the MUFG Progress Report issued in April 2022, we reported on the progress of MUFG's carbon neutrality
initiatives and the measures that we are taking. In addition to the results and targets, we also reported on our
approach to achieving them and our thought process on which they are based. Through sharing the concept of
MUFG‘s initiatives in detail, we hope to work together with wide range of stakeholders to achieve a sustainable
environment and society.

Progress Since the Carbon Neutrality Declaration

Net Zero GHG Emissions from the Financed Portfolio

2030 Interim Targets
MUFG joined NZBA in June 2021 after announcing the Carbon Neutrality Dechie73 fa89b sta. Th toasures and2050 and from the financed operat50re bn whichrgets, quiredakehs woin [(203lts an be 0265 orted on oearcanr uor ass2 0iem t- ththeur)Tj T*protection.



Net zero GHG emissions from the financed portfolio means decarbonizing the sector portfolio by
reducing the GHG (Scope3) generated through financing customers and projects.
GHG emissions from the financed portfolio are defined as “financed emissions”. This is the amount of
GHG emissions attributed to each financial institution through financing each customer or project.
MUFG uses the calculation model recommended by the PCAF. When calculating MUFG’s attribution
factor, while the PCAF guidelines recommend using outstanding amounts of l5<ngs aninvestommts,on



Pathways and the methods to achieve carbon neutrality vary by sector, so for each sector we will take into
consideration the characteristics of the business, the guidelines and the targets set by each customer.





Following SBTi and PACTA, the value chain and emission  sope which we cover is Ssope1 of the power

generation business, which accounts for the majority of GHG emissions in this sector.

The power sector is expected to take a leading role in driving cross-industry decarbonization. GHG emission

intensity, a measure of emission efficiency, will be used as the metric because the power sector needs to support

the increasing electricity demand while simultaneously moving ahead with clean energy conversion.

The average PCAF  sore for the target portfolio that is included in the calculation is 2.4. In addition to information

disclosed by customers, we use data sources, including CDP and Bloomberg, etc. for GHG emission data. In

cases where GHG emission data is not available, we use production data obtained from these data sources as



According to PACTA, upstream businesses of fossil fuel sectors are important as they have significant impact on
other segments down the value chain. Therefore MUFG focuses on the upstream of the value chain, which have



Aligning with NZBA Guidelines

We have set the interim targets for the power sector and oil & gas sector in line with the NZBA Guidelines. MUFG
will continue to follow NZBA Guidelines by reporting annual progress for the targets, reviewing the targets within
five years, and setting new interim targets for other carbon-intensive sectors.

Decarbonization through Financial Services



MUFG aims to achieve net-zero GHG emissions  in our own operations by 2030. Since the Carbon
Neutrality Declaration in May 2021, MUFG has reduced approximately 60% of domestic GHG emissions (which









Collaboration with the University of Tokyo – Launching the ETI-CGC

In November 2021, the University of Tokyo and 13 major domestic companies launched the Energy Transition
Initiative – Center for Global Commons (ETI–CGC) as an initiative to help with decarbonization. We advance
discussions of pathways to achieve carbon neutrality in Japan.

Carbon Neutral Project Team and Committee

MUFG has established project teams on a group and global basis to discuss and make decisions through a







divisions under the theme of energy transformation and promotes each effort while improving our response to
issues throughout the MUFG Group.



Engagement Activities Based on the Needs of Customers

MUFG intends to be a financial institution that empowers a brighter future by supporting customers’
decarbonization. We aim to start engagement (dialogues) withcial instih7 416.69ro3nEnergy Transformation
Strategy Project Team and to supportcial instih7o becins carbon neutral by developing and providing solutions
based on the varied issues and needs of eachcial inst.



on the varied issues and needs of each customer.

Customer Status of Implementation



Customer Status of Implementation

Company G
 (United

Kingdom,
Power and

Utility)

A UK utility company defined ESG as its core strategic priority to achieve its









Investment
(Fund Name)

Asset Manager Investment Targets Estimated Impact of Bank
Investment

(Effect of CO  Reduction)

Investment
(Fund Name)

Asset Manager Investment Targets Estimated Impact of Bank
Investment

(Effect of CO  Reduction)



Establishment of a Solar Fund (Ecology Trust)

The Trust Bank has been offering solar funds every year since FY 2018 as an investment product.





ESG Evaluation loans for J-REIT

The Bank offers the loan product, "ESG Evaluation loans for J-REIT" using "MUFG ESG Evaluation for J-REIT supported by JCR"  which is provided by



Examples of transition risks

Market Changes in customer behavior؞
Uncertainty in market signals؞
Raw material price hike؞

Reputation Changes in consumer preferences؞
Narrowing of sectors؞
Increased stakeholder interest and negative؞
feedback to stakeholders

Examples of physical risks

Acute Increased severity of extreme weather events, such؞
as typhoons and floods

Chronic ؞



Examples of transition risks

Market Changes in customer behavior؞
Uncertainty in market signals؞
Raw material price hike؞

Reputation Changes in consumer preferences؞
Narrowing of sectors؞
Increased stakeholder interest and negative؞
feedback to stakeholders

Examples of physical risks

Acute Increased severity of extreme weather events, such؞
as typhoons and floods

Chronic Changes in precipitation patterns and extreme؞
fluctuations in weather patterns
Increase of average temperature؞
Sea level rise؞

Examples of Impacts of Transition Risks and Physical Risks

MUFG has organized examples of impacts (examples of potential risks) of climate change on each of the major
risk categories of the physical and transition risks.
Risks are classi fied mainly around the following six categories. In the future, the classi fication of the risks and
examples will be reviewed in response to changes in the environment.

Example of Transition and Physical Risks

Risk categori
es

Examples of transition risk Examples of physical risk Time frame

Credit
risk

’Our corporate clients؞
business activities and financial
positions may be negatively
affected if they cannot deal with
government policies, regulatory
requirements, customer
requests or evolving trends in
technological development.

Extreme weather may cause؞
direct damage to assets held by
our corporate clients and/or





Scenario Various scenarios, including the sustainable development scenario (the [less؞
than] 2°C scenario) of the IEA and the 1.5°C scenario that the NGFS has released

 
 

Analytical
method

An integrated approach is adopted to assess the impact by combining the؞
bottom-up approach at the individual company level and the top-down approach at





In the "Top Risk Management" approach that MUFG primarily adopts for enterprise risk management, we

consider the risks arising from climate change as one of the Top Risks.



Environmental and Social Risk Management in Finance

We implemented MUFG Environmental and Social Policy Framework tr3i4 918
G Environmental asd Socirl Rs

Environm, Including Climome Chalgance



Policies on the Sectors Related to the Environment, Including Climate Change

Since its establishment in May 2018, the MUFG Environmental and Social Policy Framework has been
periodically reviewed in response to changes in business activities and the business environment.







Primary Initiative







(note) Totals may not adb "due to rounding.

The term "Sustainable Finance"51 fers to the provision of f inance for the following businesses (including loans,equity investment in funds, arrangement of project f inance and syndicated loans, underwriting of equities andbonds, and  financialot visory services) with51 ference to the relevant externalostandarrategeen Ld land



(note1)





In April 2022, we set a target to reduce to zero the balance of financing to coal-fired power generation projects by
FY2040 .
We will continue to promote investments and loans for green, transition, and innovation through engagement
(dialogue) aimed to help customers decarbonize who are operating coal-fired thermal power generation.

(note) Projects that contribute to the transition toward a decarbonized society are exceptional following the MUFG
Environmental and Social Policy Framework.

Environmental Impacts of Project Financing for Power Sector Projects

Met
ric

CO  emission intensity of project finance for power sector projects

The purpose of this calculation is to measure the environmental impact of project  finance for power
sector projects. The scope includes fossil fuel (coal, oil, and gas) thermal power generation and renewable
energy projects.

(note) The intensity at the end of eacyensit of7yensit2oclculation icieonly fe iend e ect finance for pt ol







Responses to Climate Change Measures as an Asset Manager

Responses to TCFD as an Asset Manager

Asset management companies under the MUFG umbrella are endorsing TCFD as asset managers and working



Total carbon emissions: Total amount of greenhouse emissions related to the portfolio

Carbon footprint: Total greenhouse gas emissions divided by the market value of the portfolio

Weighted average carbon intensity (WACI): Weighted average of emissions per unit of sales of the investee
company according to the composition of the portfolio

Understanding of Climate Change Risks through Analysis

Scenario Analysis



change issues by encouraging appropriate responses through discussions with investee companies and
collaboration with other stakeholders.

Positioning Climate Change as a Material ESG Issue

In a materiality matrix, ESG issues on asset management are mapped from the perspective of materiality in
terms of society and MUFG Asset Management. In this context, climate change has been positioned as one of
the most significant issues. (We are the first Japanese asset management company to adopt a materiality matrix)
Addressing climate change is essential for improving investment value. We will contribute to the smooth transition
to a decarbonized society through engagement, etc. with our investees.

MUFG-AM is addressing climate change issues with a focus on the following four areas:

Engagement/Exercise of Voting Rights

It must be said that funding and recovery from investment alone will only have limited effect on GHG reduction in
the real world. Through engagement (purposeful discussion with investees) and the exercise of voting rights,



Collaboration with Initiatives

The Net Zero Asset Managers (NZAM) initiative is a global initiative led by asset managers committed to solving
climate change issues. NZAM aims to achieve net-zero GHG emissions from its investees by 2050, in order to
achieve the goal agreed in the Paris Agreement (to keep the global average temperature rise below 2
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