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Plastic policy: From refillables to recycling

¢ Significant plastics policy mandating refillable bottles and

boosting recycling could soon clear Chile’s senate Lucy Acton®, CFA
nalys

* We think this type of policy could spread to other markets, as ' "

awareness of plastic pollution risks only grows Ishan Kapur*
ESG Analyst

icati ' kpl
¢ Implications for beverages, retail and other key consumer HeBe Bankple

sectors are likely, in our view Wai-Shin Chan, CFA
Head, Climate Change Centre; Co-Head, ESG Research
The Hongkong and Shanghai Banking Corporation Limited

A growing tide of plastic policy: Legislators in Chile have crafted what we believe
to be one of the more significant laws we have seen to specifically tackle plastic * Employed by a non-US affiliate of HSBC Securities (USA) Inc, and is
waste from the consumer sector. The law is now officially in final senate rounds for not registered/ qualiied pursuant to FINRA regulations

approval, and could be passed as soon as summer this year.

Refill and recycle: The new law would apply to all points of sale where food and
beverages are sold or served, including digital delivery platforms. This covers plastic
items such as bottles, cups, utensils, trays, plates, lids, and bottle caps.
Supermarkets have long resisted the complexity of refillable bottles but must now
take back empty refillables and offer beverages in this format for environmental
reasons. Further, the proposed Chilean law also incorporates recycling. All one-way
plastic bottles must be made with 70% Chile-sourced recycled resin by 2070.

“Seaspiracy”: A leading ocean policy NGO — Oceana — advocated for the bill,
calculating that this law would stop 23,000 tons of Chilean plastic from reaching
oceans each year. Previous estimates from Oceana found that a 10% increase in the
use of refillables by the soft drinks industry could reduce ocean PET plastic pollution
by 7.6 billion bottles a year. These findings are made all the more significant now, as
we enter the UN'’s proclaimed “Decade of Ocean Science for Sustainable
Development” (2021-2030), and heightened public awareness of the ongoing risks to
ocean ecosystems following the release of the Netflix documentary “Seaspiracy”.

Beverages and LatAm: There are a number of sector and company implications that
could arise from this bill. Our beverages analysts believe that this law may travel well,
finding its way to Mexico and to other big beverage markets with support from Coke
bottlers. The Coke system already has 30%-50% of its sales in refillable bottles
across most LatAm countries.

Beyond beverages: This bill could also have implications for other consumer sectors
such as retail and cosmetics, in our view, where pressures to minimise packaging
waste are already significant. More broadly, ongoing policy and consumer
momentum across all geographies represents the significant shift towards a lower
plastic, more circular environment across all regions of the globe, in our view.
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The global climate calendar: upcoming events

2021 Location Event

12 April TBD 60th Session of the IPCC Bureau

13-18 April TBD 54th Session of the IPCC and WGI- AR6 Approval Plenary

22 April TBD Climate Summit of World Leaders

TBD May Germany 12th Petersberg Climate Dialogue

17-19 May Berlin, Germany UNESCO World Conference on Education for Sustainable Development
17-30 May Kunming, Yunnan, China  UN Biodiversity Conference

25-27 May Tours, France Climate Change and Water 2021: Extreme Events

31-May - 04 June Europe EU Green Week 2021

02-06 June Lisbon, Portugal UN Ocean Conference

20-21 September
18-19 October
30-31 October

01 - 12 November 2021

06-07 November
TBD

TBD
Source: HSBC

Paris, France
Rome, Italy
Rome, Italy

Glasgow, Scotland, UK

Glasgow, UK
Beijing, China
United Kingdom

Euro-Global Climate Change Conference (EGCCC 2021)
10th World Conference on Climate Change

G20 ltalia 2021

26" Conference of Parties (COP 26)

2021 Global Conference on Health and Climate Change
UN Global Sustainable Transport Conference

471 G7 2021
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As of 12 April 2021, the distribution of all independent ratings published by HSBC is as follows:

Buy 58% (29% of these provided with Investment Banking Services )
Hold 33% (28% of these provided with Investment Banking Services )
Sell 9% (23% of these provided with Investment Banking Services )

For the purposes of the distribution above the following mapping structure is used during the transition from the previous to current
rating models: under our previous model, Overweight = Buy, Neutral = Hold and Underweight = Sell; under our current model Buy
= Buy, Hold = Hold and Reduce = Sell. For rating definitions under both models, please see “Stock ratings and basis for financial
analysis” above.

For the distribution of non-independent ratings published by HSBC, please see the disclosure page available at
http://www.hsbcnet.com/gbm/financial-regulation/investment-recommendations-disclosures.

To view a list of all the independent fundamental ratings disseminated by HSBC during the preceding 12-month period, please
use the following links to access the disclosure page:

Clients of Global Research and Global Banking and Markets: www.research.hsbc.com/A/Disclosures
Clients of HSBC Private Banking: www.research.privatebank.hsbc.com/Disclosures

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments, both equity and debt
(including derivatives) of companies covered in HSBC Research on a principal or agency basis or act as a market maker or
liquidity provider in the securities/instruments mentioned in this report.

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment banking,
sales & trading, and principal trading revenues.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

Non-U.S. analysts may not be associated persons of HSBC Securities (USA) Inc, and therefore may not be subject to FINRA
Rule 2241 or FINRA Rule 2242 restrictions on communications with the subject company, public appearances and trading
securities held by the analysts.

Economic sanctions imposed by the EU, the UK, the USA, and certain other jurisdictions generally prohibit transacting or dealing
in any debt or equity issued by Russian SSI entities on or after 16 July 2014 (Restricted SSI Securities). Economic sanctions
imposed by the USA also generally prohibit US persons from purchasing or selling publicly traded securities issued by companies
designated by the US Government as “Communist Chinese military companies” (CMCs) or any securities that are derivative of,
or designed to provide investment exposure, to the targeted CMC securities (collectively, Restricted CMC Securities). This report
does not constitute advice in relation to any Restricted SSI Securities or Restricted CMC Securities, and as such, this report
should not be construed as an inducement to transact in any Restricted SSI Securities or Restricted CMC Securities.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company
available at www.hsbcnet.com/research. HSBC Private Banking clients should contact their Relationship Manager for queries
regarding other research reports. In order to find out more about the proprietary models used to produce this report, please contact
the authoring analyst.
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2 All market data included in this report are dated as at close 09 April 2021, unless a different date and/or a specific time of
day is indicated in the report.

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
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