RESILIENT
TOGETHER?




TOGETHER

For the.second year in a row, Export Development
Canada and our partners, employees and a%. 5
customers faced the challenges and uncertainties

of the global pandemic with determination and -
resolve to move forward. Through it all, we not only
tested our resilience, but also strengthened it—by
working together to build back Canadian tradeiina
more su_stdggb]et inclusive and equitable way.

~
About EDC

Export Development Canada (EDC) is a financial Crown
corporation dedicated to helping Canadian companieS'g
sizes succeed on the.world stage. As internationalyris
we equip Canadian,companies with the tools they.n
the trade kflowledgé.financing solutions, equit a "
andieennections—to grew their businessw onfidenee— - l

Underlying all our support is a comnitment to sustainable ’
andresponsible business. To help Ca'?hclia'ﬁusinesses

facingiextreme financial challenges broughton by the global
response to. COVID-19, the Gevernment of C
EDC's domestic capabilities untilDecem
exception to some credit insurance pr

ams that have been

extended into 2022. This broader mandate enabled us to i
expand ourisupport to companies focused domestically. }

Forward-looking Statements

This report contains certain forward-looking statements about EDC’s
financial position, results and operations. These statements and forecasts
involve risk:and uncertainty,as they relate to events and depend on
circumstances that occur in the future. There are various factors that
could cause actual results or developments to differ materially from those
expressed orimplied by these forward-looking statements. Consequently,
all forward-lookin tements have not been reviewed or reported on by
the company'’s auditors. Forward-looking statements made by EDC on
March 31, 2022, at the time of releasing our 2021 results were informed by
our business plans and forecasts in February 2022.
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About this report

This is EDC’s fourth integrated annual report, covering both our
financial and non-financial priorities. The report covers business
activities for the 2021 calendar year at all EDC operations across

Canada and around the world.

GRI sustainability reporting
standards

The environmental, social and
governance (ESG) related content in
this report is based on the findings of
our 2017 materiality assessment
(pages 12—16 of our 2017 Corporate
Social Responsibility Report), which was
conducted following the recommended
approach of the Global Reporting
Initiative (GRI) Standards. This report
has been prepared in accordance with
the GRI Standards: Core option and
the GRI Financial Services Sector
Disclosure. The GRI Standards
Content Index, reviewed by the GRI, is
available for download on our website
(see Downloads).

Additional commitments

This report also helps to demonstrate
EDC’s commitment to:

 Supporting the UN Global Compact
through our alignment with the
Sustainable Development Goals
(SDGS), which are a key component of
our ESG Strategy (see page 27)

« Taking action on climate change
through our response to the Task
Force on Climate-related Financial
Disclosures (TCFD)

Being transparent about our human
rights performance through our
Human Rights Disclosure

ESG limited assurance

Each year, we undertake a limited
assurance exercise using the services

of an independent third-party

auditor; for this report, we used
PricewaterhouseCoopers (PwC). This
year, PwC assured indicators reflecting
four material ESG areas of performance:

1. Number of transactions and customer
onboarding reviews that underwent
financial crimes enhanced due
diligence

2.Climate finance in developing
countries

3.The number of non-project related
transactions that underwent human
rights risk screenings

4.Canadian Direct Investment Abroad

We have used F4:84111{31} to indicate
assured information. The statement from
our assurer is available on our website.

FinDev Canada Annual Report

Having been entrusted by the
Government of Canada to create

a Canadian Development Finance
Institution (DFI), EDC launched FinDev
Canada, a wholly owned subsidiary in
2018. Visit findevcanada.ca for more
information, including FinDev Canada’s
annual report. FinDev Canada’s financial
results have been consolidated in the
Financial Review section of this report.

Your feedback

Your feedback matters. Please share your
thoughts on the 2021 report via email to
ExternalComms@edc.ca.

RELATED
PUBLICATIONS

As part of our integrated
reporting, the 2021 Integrated
Annual Report is supplemented
by more detailed standalone
disclosures and additional
information about our
corporate strategy and ESG
agreements, accountabilities
and performance.

>2021 Climate-Related
Disclosure

>2021 Human Rights
Disclosure

>2021 ESG Agreements
>2021 ESG Accountabilities
>2021 GRI Content Index

> Assurance Statement

>EDC 2030 Strategy

>2021-2025 Corporate
Plan Summary



https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2017-csr-annual-report.pdf
https://www.edc.ca/en/about-us/corporate/corporate-reports.html
http://www.findevcanada.ca/en
mailto:ExternalComms%40edc.ca?subject=
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-climate-related-disclosure.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-climate-related-disclosure.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-human-rights-disclosure.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-human-rights-disclosure.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-esg-agreements.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-esg-accountabilities.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-gri-content-index.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-assurance-statement.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/edc-2030-strategic-plan.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-plan-summaries/corporate-plan-summary-2021-2025.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-plan-summaries/corporate-plan-summary-2021-2025.pdf
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Message from the Chair

A year ago, in my message for the 2020 Integrated Annual
Report, | wrote these words: “While the turbulent year that was
2020 has officially passed, the turbulence hasn’t. The pandemic
will again be a story in 2021, but hopefully not the story.”

While we were wishful in our thinking, the

year we have just put behind us will almost
certainly be defined by the effects—health,

social, psychological and economic—of the
COVID-19 pandemic.

For many of us, 2021 probably felt more
like a continuation of the first 12 months of
the pandemic. Or, looked at another way,
just a sequel to the year before.

But, despite the sameness of the
circumstances, the fundamental truth was
that Canada and the world remained, to
varying degrees and intensity, in crisis
mode for a second consecutive year.
Communities continued to be disrupted,
supply chains struggled, businesses
scrambled, adapted, or didn’t. The year was
certainly a test of our collective resilience,
which Canadians and our own employees
continued to demonstrate time and time
again. This is the inspiration for this year’s
integrated annual report.

EDC is one of those companies that
stepped up, again this past year, to find
new ways to respond to the constantly
shifting circumstances of the crisis. The
difference being that our response had less
to do with protecting our own well-being
as a commercial Crown corporation, and
was more about maintaining our ability

to support almost 30,000 Canadian
companies last year.

How we responded to these challenges is
one story told in this integrated annual
report. Throughout the first two years of
this pandemic, EDC has proudly played
an important role in the Government of
Canada’s efforts to meet the crisis head-on
and address its economic challenges in a
coordinated way. Our continued efforts to
support Canadian companies confronting
the pandemic’s economic impact are
exemplified by the Canada Emergency
Business Account (CEBA), and the billions

of dollars in loan guarantees issued through
our Business Credit Availability Program
(BCAP). With EDC being shaped around
inclusion, diversity and equity, a key goal in
our support is to help level the playing field
for equity-seeking businesses (Indigenous
Peoples, Black and other racialized
communities, persons with disabilities,
women and the LGBTQ2+ community)

to ensure that economic recovery is more
equitably felt.

This is not the only story told here. In
2021, the world witnessed catastrophic
climate events alongside the extraordinary
ongoing efforts of so many partners—
national, international, public and
private—to address the threat of global
warming. Strengthening our approach

to environmental, social and governance
(ESG) practices was a key priority for
EDC’s Board of Directors and is front and
centre in our 10-year corporate strategy.
We have taken important steps and
completed a number of key ESG initiatives
throughout the past few years that are
detailed in this report. Whether measured
by the standards of Canadian financial
institutions, or against the steps taken by
our partner export credit agencies, EDC
made significant strides in Canada’s efforts
to achieve net zero carbon emissions and
help international efforts to limit global
warming by 2050 to 1.5°C.

For more information about how EDC

is prioritizing ESG, I urge you to read
the Q&A with our Chief Corporate
Sustainability Officer, Justine Hendricks,
on page 7 of this report.

While documents of this nature tend to be
retrospective, this year’s integrated annual
report also addresses EDC’s future. This is
because 2021 wasn'’t just the second year of
a pandemic; it was the first year of EDC’s
10-year strategy to make Canada a leader

in international trade. EDC’s President and
Chief Executive Officer, Mairead Lavery,
takes a closer look at our progress on our
2030 Strategy in her message on page 6
of this report.

A new year is upon us, with all of the
promise that it brings. This said, many of
the same challenges that have confronted
us for the previous two years remain. Is
there room in 2022 to be hopeful? The
answer is yes, and I would argue that
many of the reasons for that optimism can
be found in the pages of this document.
EDC’s 2021 achievements are a result of
the strong collaborative efforts between
our partners, employees and customers.
We are—without a doubt—more

resilient together.

Whether we are dealing with a global
health crisis, a national response to climate
change, or Canada’s exporting challenges,
EDC has demonstrated, once again,

its value to Canadian business and the
economy—value that will grow only greater
in the years ahead.

TIelint 7 Sypen

Martine Irman
Chair
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Message from the President and CEO

How do you plan 10 years into the future when you can’t
even predict what’s going to happen tomorrow?

It’s a fair question and an important one.
One that was tested many times in 2021.
The Chair of EDC’s Board of Directors,
Martine Irman (on page 5 of this report),
has already mentioned the powerful
effects of the global pandemic which, as

I write this, still holds us all in its grip.

It was a year that brought us not only
multiple variants of a viral pandemic and
its economic consequences, but global
political unrest, as well as environmental
catastrophes in Canada and around

the world.

For a company like EDC, whose purpose is
to help Canadian businesses find growth
and success in international markets, 2021
may have seemed like the kind of year that
made it impossible to look forward and
plan ahead. One would not be blamed for
thinking, “Let’s just get through this. We’ll
worry about the future when things get
back to normal.”

The problem with that approach, of course,
is that the future isn’t going to wait for us.
Whatever it holds in store, it’s coming. That
means we have to plan for it now.

Last year, EDC began the process of
executing on that plan. Our vision is as
straightforward as it is ambitious: By
2030, Canada will become a leader in
international trade, building a better,
stronger economic future for all Canadians.
The foundation of this strategy is shaped
by years of experience and careful analysis,
and built around four key pillars: putting
the needs of our customers first and
transforming how we support them;
understanding what sectors and markets
present the greatest opportunities for
Canadian companies; focusing on making
an impact that matters; and leading

with our values by embedding ESG into
everything that we do.

Even in the midst of a global pandemic,
EDC was able to make important headway
in building these foundational pillars.
Today, we are proud to serve almost
30,000 customers, approximately four

times the number of companies that
benefited from our services at the start
of 2016.

To achieve our vision, we are transforming
the way we work, think and act to be more
impactful for Canadian companies and
Canadians more broadly. This includes
putting the needs of our customers at the
centre of everything we do. A key focus

is on simplifying and digitizing processes
to make it easier and faster for customers
to access our services. Another priority is
tailoring our support to meet the unique
and differing needs of Canadian businesses,
whether they are micro or small, medium-
sized, or large companies.

For the medium-sized segment of
companies, we've launched a range of
activities that will help us advance our
efforts to deliver for this especially critical,
high-growth segment. We've also identified
a number of key industries that have
extraordinary potential for contributing to
Canada’s future trading success—sectors
such as agri-food, advanced technologies
(like robotics and artificial intelligence),
and, of course, cleantech, an area where
EDC has been a significant Canadian
contributor for a decade now.

Underpinning all of this, our 2030 Strategy
makes a strong commitment to values-
based leadership and corporate values.

In 2021, EDC continued the process of
strengthening our approaches to corporate
responsibility and transparency, to
economic equity, social justice and human
rights, and of course, to climate action.

In this last area, 2021 was a particularly
important year. We joined the growing
movement of corporations and nations
around the world that are making the
commitment to achieve net zero carbon
emissions by 2050 and have already
achieved major reductions in the size of our
portfolio of carbon-intensive industries.
As a force for multinational climate

action, EDC—along with its subsidiary
development finance institute, FinDev
Canada—brought its influence to bear at
one of the most consequential meetings of

this generation, the 2021 United Nations
Climate Change Conference (COP26) in
Glasgow. In addition to strengthening
Canada’s voice at the table, EDC showed
leadership by joining the Powering Past
Coal Alliance, making EDC the world’s first
export credit agency to take this important
step toward a low-carbon global economy.

Last year was, first and foremost, about
helping Canada survive a pandemic. But

as we move toward recovery, there are
incredible opportunities emerging for
Canadian companies to tap into. The future
doesn’t wait for any of us. We need to plan
now, and that’s what EDC did in 2021.

With EDC’s 2030 Strategy in place, we
are adapting our business at this critical
juncture, with the goal of maximizing

our impact for Canadian exporters

and the economy. In the pages of this
integrated annual report, you’ll find more
details about the achievements I've just
mentioned, and much more.

Thanks to the hard work of the people
who work at EDC, 2021 was about being
resilient together, and building a stronger
economy for all Canadians. That’s a year
we can all be proud of—and a year we can
build a future on.

AO:re,o.d L_Qve‘-\

—

Mairead Lavery
President and CEO
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Q&A with the Chief Corporate

Sustainability Officer

Interview with Justine Hendricks

Why did EDC appoint its first-ever
Chief Corporate Sustainability Officer
(CCSO0) in 20217

Our 2030 Strategy places environmental,
social and governance at the centre of
our operations and culture. We see it as
key to EDC’s long-term sustainability

as an organization, and to Canada’s
long-term economic sustainability.

We also believe that, in today’s global
economy, strong ESG practices are
critical for Canadian companies—

not just to mitigate risks but as a
competitive accelerator.

Adding the Chief Corporate
Sustainability Officer role to my portfolio
signalled our intent to accelerate the
embedding of ESG values, principles and
processes across our organization and in
our support of Canadian companies.

How have these changes affected
the way ESG is governed and
managed at EDC?

Perhaps the most telling example

of how things have changed is the
amount of time dedicated to ESG
topics at board and executive meetings.
At full board meetings, it rose from
20 minutes per meeting in 2018 to
more than 180 minutes in 2021. We
also updated the terms of reference of
each board committee to reflect the
ESG components they oversee.

In anticipation of greater demands on
our Corporate Sustainability group,

we reorganized into three teams—ESG
Customer Success, ESG Policy, and ESG
Strategy, Outreach & Reporting—each
one headed by a new vice-president
position, and we hired more relevant
expertise. The ESG Customer Success
team is divided into three customer
streams (small, medium and large), in
alignment with our 2030 Strategy and
with our larger Customer Experience
group structure, to help us provide the
right level of ESG risk management,
knowledge and advice to each segment.

Will customers notice a difference?

They definitely will. In our due diligence
and decision-making processes, before
we even commit to engaging with a
customer, we now weigh financial and
ESG risks equally and consider the
leverage we have available to help a
company improve its ESG practices.
We're more willing than ever to say no to
a transaction based on ESG risks.

We're also more committed and better
equipped to help customers unlock
ESG opportunities. For example, with
the transition to a low-carbon economy
underway, we plan to use our capital
and climate expertise to support

more Canadian companies in their
transition plans. We also see strong
export potential for businesses owned
or led by people who identify as part

of equity-seeking groups, including
women, Indigenous Peoples, Black and
other racialized communities, persons
with disabilities and the LGBTQ2+
community. We’re doubling down on
our support for them, both to remove
existing barriers and to help them seize
emerging opportunities.

EDC broke new ground for an export
credit agency in committing to
achieve net zero carbon emissions by
2050. How do you plan to get there?
We have a good plan, but acknowledge
that we don’t have all the answers. It’s
going to be a phased approach, similar to
the way we’ve implemented our Climate
Change Policy commitments and TCFD
disclosures over the past few years.

Our initial focus is on reducing our
financing support for high-emitting
sectors, including a sharp reduction in
support for foreign fossil fuel projects
and companies. Then, we will turn our
focus to helping our Canadian customers
lower their emissions while increasing
our support for businesses aligned with a
low-carbon transition.

While the 2050 target is important, it’s
what you achieve by 2030 that will give
the best indication of whether you can
make it to 2050. That’s why our plan
includes interim targets. Along with our
published target of reducing financing
support to the six most carbon-intensive
sectors in our portfolio by 40% below
2018 levels by 2023, we've committed
to setting and publicly disclosing
emission intensity reduction targets and
a sustainable finance target by July 1,
2022. A plan is posted on our website.

How will you balance your climate
commitments with EDC’s mandate
to support all Canadian sectors,
including carbon-intensive sectors
like oil and gas?

Given the makeup of our economy, we
don’t see divesting away from Canadian
oil and gas as a solution. Hundreds

of thousands of people are directly or
indirectly employed by the energy sector,
and energy drives more than 20% of
Canada’s exports. Instead, we intend to
support oil and gas companies that are
innovating and working hard to reduce
their greenhouse gas (GHG) emissions.
Their efforts will play a key role in
Canada’s overall transition to a low-
carbon future.


https://www.edc.ca/content/dam/edc/en/non-premium/edc-net-zero-emissions-2050.pdf
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We plan to work with, not against, our
customers to decarbonize, which could
include a number of solutions, such as
sustainable finance products, cleantech
investments, sustainability linked loans
or green bonds.

Human rights is a systemic issue

that requires significant stakeholder
collaboration. How is EDC engaging
partners and building capacity to
promote holistic change across the
value chain?

Stakeholder engagement is a critical part
of our approach to human rights—as it is
for all aspects of ESG. We're in a unique
position to be able to engage with, and
convene, people in both the public and
private sectors to tackle issues and drive
genuine change for the better.

Internally, we've introduced mandatory
ESG training, which includes a section
on human rights. We also formed and
trained a working group of employees
from across our business lines to help
us embed our Human Rights Policy into
our operations. Working with our human
rights experts, we've developed new due
diligence tools that will be launched

in 2022 so that we can live up to our
policy commitments.

Externally, we’re active in the
Organisation for Economic Co-
operation and Development (OECD)
environmental and social practitioner
group, and in 2021 presented an
update on our Human Rights Policy
implementation and leverage and
remedy work. We also joined Shift’s
Financial Institutions Practitioners
Circle, a forum for leading practitioners
to discuss their challenges and
opportunities in implementing the
United Nations Guiding Principles on
Business and Human Rights.

EDC is held to a high standard when
it comes to business integrity and
transparency and disclosure. How did
you advance your practices in 2021?
In both of these areas, we continue to
push ourselves to do better. In 2021,

we commissioned a third-party ethics
risk assessment and were pleased to see
that EDC performed well against global
industry peers, some of whom had been
ranked by Ethisphere as being among the
“world’s most ethical companies.” The
assessment also made recommendations
for improvement that we will work on in
the coming year.

What are the next big steps for EDC
on its ESG journey?

Meeting our ESG commitments and
targets will take us a long way toward
achieving our ESG ambitions and
demonstrating best-in-class practices in
the financial sector. However, I would
highlight a few key initiatives that started
in 2021 and will ramp up next year: the
refresh of our ESG Strategy to align with
our corporate strategy; the findings of

a materiality assessment; stakeholder
consultations related to the next review
of our environmental and social risk
management policies; and, of course,

“Meeting our ESG commitments and targets will take us a long
way toward achieving our ESG ambitions and demonstrating
best-in-class practices in the financial sector.”

This was the second year of
implementing our renamed and updated
Transparency and Disclosure Policy,
which sets out a framework for disclosing
information about our business in a way
that balances the confidentiality required
by our customers with the details sought
by interested Canadians. Our goal with
the updated policy was to align with the
times and with Canadian values, helping
us evolve into a more open organization.
Notably, in 2021 we updated our systems
so that when a transaction is declined
during an early-stage review, the ESG
risks are identified and recorded. As a
result of this change, we’re now able to
report on the approximate number of
prospects turned down for ESG-related
risks at the product or account-team
level. This represents a maturation of
our reporting of ESG-related turndowns
since this commitment was made

in 2020.

near-term target setting to ensure we
keep on track to achieve our net zero
commitment. In all instances, we will
publicly communicate our progress along
the way. More detailed information
about our ESG plans and strategy can be
found in the ESG section of this report,
starting on page 27.
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2030 VISION
AND

STRATEGY

Our vision

By 2030, EDC will help Canada regain
its standing as a leader in international
trade, building a stronger and more
sustainable economic future for

all Canadians.

2030 Strategy

As Canada’s export credit agency, we're
acutely aware that our global trade
competitiveness needs a boost. Trade
accounts for nearly two-thirds of our
national economy and is critical to
Canada'’s prosperity. Yet, our share of
global exports fell from more than 4% in
2000 to 2.3% in 2018. When compared
to our peer group of countries within the
OECD, Canada has posted the largest
relative decline in its share of world
exports since 2000.

This decline in competitiveness is what
we’re seizing as an opportunity under
the 2030 Strategy. We're committed to
working alongside our trade ecosystem
partners in government and private
industry to reverse the trend. We’ll
achieve our vision by helping Canada
increase its exports by 60% over 2020
levels by 2030. The growth we envision
will be sustainable and responsible, with
ESG underpinning everything we do.

This year’s integrated annual report
focuses on progress against our

2030 Strategy. More information about
our 2030 Strategy is available on

our website.

7
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WE WILL PUT OUR CUSTOMERS’ NEEDS FIRST

Canadian companies are at the heart of our strategy, and
meeting their needs is our top priority. We will move from
being product-driven to being customer-needs driven,
tailoring our offerings to the unique needs of customers

in each of the micro and small, medium-sized and large
segments. And we’ll measure our'success by our customers’
success. See Putting Customers’ Needs First (page 16) to
learn more.

WE WILL FOCUS ON THE SECTORS OF THE FUTURE

While continuing to support Canadian exporters across all
sectors and markets where opportunity might take them,

we will prioritize those operating in emerging sectors—such
as cleantech or agri-food—and high-growth markets. These
are the sectors and markets that offer the best prospects for
net new, long-term and sustainable growth that will improve
Canada’s future trade competitiveness. See Focusing on
Sectors of the Future (page 21) to learn more.

WE WILL LEAD WITH OUR VALUES

At EDC, leading with our values means putting them at the
centre of everything we do so that they define us, guide us
and enable us to be a force for good. We will put sound ESG
principles at the core of our corporate decisions; they will
not only dictate how we operate, but will also be part of our
value proposition to the companies we support. We know that
having a vision centred on sound ESG practices is the key
to EDC'’s long-term sustainability as an organization—and
to Canada’s long-term economic sustainability—so it will be
central to everything we do. See Leading with Our Values
(page 26) to learn more.

WE WILL MAKE AN IMPACT THAT MATTERS

While growing the number of companies we serve is
important, it’s the nature of our impact on customers and on
Canada that matters most. Have we helped customers grow
their trade revenues or empowered more small and medium-
sized businesses (SMEs) owned by visible minorities and
other underrepresented groups? Have we helped create more
jobs for Canadians or helped Canada transition to a lower-
carbon economy? Under the 2030 Strategy, these types of
questions will be considered alongside our usual business
metrics to help quantify our true impact on Canadian trade.


https://www.edc.ca/en/about-us/corporate/corporate-reports/2030-strategy.html
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Trade environment

While the pandemic continued
to hang over the global
economy in 2021, strong
consumer demand and
ongoing government support
measures in advanced
economies pushed global
export volumes up by 9.4%.
After sustaining a 7% drop in
2020, Canadian exports rose
by 1.9%, close to the average
for developed economies.

Progress was not evenly felt across
industries as new variants and further
waves of COVID-19 infection resulted in
shutdowns from one country and region
to another, and supply chain logjams,
labour shortages and travel issues
tempered momentum.

However, the lingering pandemic wasn’t
the only challenge of 2021. There were

a number of economic, social and
environmental trends that presented
risks—and opportunities—for Canadian
exporters, and these were considered in
EDC’s strategic planning process. They
include the following;:

China’s rising influence

In the 20 years since China joined

the World Trade Organization, it has
emerged as the main competitor to the
United States in trade and geopolitics.
Chinese lending to the developing world
already makes Beijing a bigger lender
than the World Bank or the International
Monetary Fund. The signing of

the Regional Comprehensive
Economic Partnership, China’s

first major free trade agreement in the
Asia-Pacific region, accounts for 30%

of the global economy. As such, China

is becoming increasingly linked to
overall global economic performance,
and Canadian companies must watch
this trend to protect themselves from
emerging threats and capitalize on

new opportunities.

Fourth industrial revolution and
the rise of automation

The COVID-19-induced economic

shock has been highly uneven across
industries, in some cases accelerating
disruptive trends that had begun taking
shape prior to the crisis. The impacts

of automation are fundamentally
reshaping traditional industries’ demand
for labour, capital and technology.

New technologies such as 3D printing,
augmented and virtual reality, artificial
intelligence, machine learning, quantum
computing and robotics also have

the potential to disrupt nearly every
industry. The competitiveness of
companies in these technologies will
determine how prosperous they’ll be in
the decades ahead.

Transition to carbon neutrality
and other ESG priorities

Recognition of the need for urgent
action on climate and other ESG
challenges has led to increased pressure
on governments and industry to
demonstrate stronger commitments in
these areas. Stakeholder expectations
for more transparent disclosure and
reporting are growing. In many cases,
commitments are moving from voluntary
programs to regulatory requirements.
While the trend raises the cost of doing
business across sectors, it also presents

opportunities to enhance returns and
access cheaper credit. Going forward,
performance in these areas will offer
some a competitive advantage while
pricing others out of the market.

Top 10 global trends

1. Prolonged COVID-19

2. China’s rising influence on global
economic performance

3. Inflation and the impact of
monetary policy

4. Rapid rise of sovereign debt

5. Fourth industrial revolution and
the rise of automation

6. Climate change and related
physical risks

7. Transition to carbon neutrality
and other ESG priorities

8. Social unrest driven by increasing
global inequality and other
factors

9. Normalization of protectionism

10. Cyber risks

RELATED INFORMATION

Read our Economics team’s analysis of
the top 10 global trends on our website.



https://www.edc.ca/en/guide/rcep-trade-deal-implications.html
https://www.edc.ca/en/guide/rcep-trade-deal-implications.html
https://www.edc.ca/en/article/edc-top-10-trends-2021.html
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Regional overview

Key trade themes around the globe
continued to be linked to the pandemic
and the various strategies that countries
or regions were using to manage the
fallout and recovery.

United States

The U.S. remained a key market for
Canada as the economic recovery
pressed ahead. Consumers in the U.S.
have excess pandemic savings equivalent
to 15% of gross domestic product

(GDP), and years of deferred purchases
portend ongoing strength in consumer
spending. As restrictions ease, spending
will shift from goods to services and
pent-up demand will keep the U.S.
economy strong and benefit Canadian
exporters able to service U.S. demand.

In addition, the passage of stimulus and
the $1.2 trillion infrastructure bill will
also support growth in the near term.
Those able to navigate “Buy American”
initiatives will benefit from U.S.
procurement contracts and infrastructure
needs. Amid multi-decade record
inflation readings and supply chain
bottlenecks, the Federal Reserve signalled
near the end of 2021 that it would begin
to reduce monetary policy support.

Latin America

Latin America saw greater political
polarization and a shift to left-leaning
governments in several countries where
EDC is present, which affected the
outlook held by Canadian exporters
and investors and led to some project
delays. However, countries such as
Brazil have enacted structural changes
to bring new investment into the project
space and are looking to commercial
banks and investors to help execute

on US$52 billion across 54 identified
projects—creating tremendous
opportunities for Canadian companies
and investors.

European Union (EU)

The overriding theme for Europe in 2021
was climate change. The EU is planning
to be the world leader in fighting climate
change and aims to be climate neutral

as an entire region by 2050. The EU
COVID-19 economic recovery plan, a
€750 billion stimulus package, is the
largest ever in Europe. With 30% of

the funds earmarked to fund climate
change initiatives, we can expect to
see significant investments in green
infrastructure, innovation and the like
over the next few years.

United Kingdom (U.K.)

Brexit uncertainty came to an end in
December 2020 (at least for goods, less
so for services) with the signing of EU-
UK Trade and Cooperation Agreement,
which came into force in January 2021.
Unfortunately, the new agreement
brought further supply chain disruptions
at U.K. and EU borders, beyond those
created by the pandemic, and did little
to ease regional tensions, which were
further complicated by the actions of other
regional players such as Russia and Turkey.

Asia

Asia is expected to remain the globe’s
fastest-growing region. However,
COVID-19-related supply chain
disruption was a key theme for the
region in 2021, and it affected the

rest of the world. This led to a greater
focus on supply chain security and the
notion of onshoring or near-shoring of
critical supplies. Companies explored
ways to diversify their manufacturing
bases for their global supply chains
and to manufacture and sell locally and
regionally. Southeast Asian countries
stood out, as did India, with the
government rolling out incentives to
attract foreign direct investment.

Middle East

One of the major events in this region was
the Abraham Accords Peace Agreement
between Israel and the UAE—and then
Sudan, Bahrain and Morocco—which was
signed at the end of 2020. The impact
on business and official visits started to
be observed in 2021 and can be seen as a
game changer for business opportunities
and geopolitical realignment.

Africa

The pandemic crisis has put some
pressure on the debt level of many
governments and some are on the verge
of payment default. However, the African
Continental Free Trade Area (AfCFTA)
took effect in January 2021, paving the
way for more investment opportunities
than before.

MARKET INTEL

To support Canadian exporters
and investors, EDC’s Global
Business Development team
used social media to raise
awareness about issues and
opportunities, and to share
insights into the markets
we've prioritized.

36

one-minute videos sharing
facts, figures and tips for
doing business in a particular
region, which generated more
than 2 million views

J

business etiquette guides

for doing business in Latin
America, Australia, Southeast
Asia and Singapore

EDC Trends in Trade podcasts
devoted to topics such

as sectors of the future,
opportunities in Southeast
Asia, the U.S. stimulus
package and mining in Chile
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Performance against objectives

Business measures 2021 2021 Plan 2020 % Change
Customers served Target met 29,800 26,000-30,000 24,305 23%
Business facilitated ($B) Target met 111.0 111.0 102.3 9%
Micro, small and medium-sized customers—financial transactions 10,325 n/a 9,849 5%
Customer-related measure 2021 2021 Plan 2020

Net Promoter Score Target exceeded 72.3 63.0-71.0 72.5

Financial measure 2021 2021 Plan 2020
Productivity Ratio (%) Target exceeded 314 41-45 33.6

Environmental, social and governance measure 2021 2021 Plan 2020

2023 carbon intensity target ($B)* 136 n/a 19

* 2023 carbon intensity target: reduce exposure to our six most high-emitting sectors from $22.4 billion to $13.5 billion.

Business facilitated by geographic market ($ in millions)

7,917 3,088
South and Central America Africa and Middle East
and the Caribbean

13,568 71,949
Europe and North America

Commonwealth
of Independent
States

14,479
Asia and Pacific

Business facilitated by industry sector ($ in millions)

3,029
Professional services

4,339
Information

6,070
Utilities

7,398
Transportation and
storage

8,034
Resources

19,876
Finance and insurance

2,164

Construction
1240
Commercial properties
996

Other

37844

Manufacturing

20,011

Wholesale and retail trade

Business facilitated

Through our range of financial
solutions, we supported $111 billion
in exports, foreign investment and
trade development activities in 2021.
This included $22 billion in business
facilitated in emerging markets,
compared to $23.7 billion in 2020.

Our insurance program helped more than
8,900 customers close approximately
$89 billion in export sales with close to
102,000 buyers located around the world.
Approximately 80% of this business was
credit insurance, which helps companies
mitigate credit risk and leverage their
receivables with financial institutions to
unlock more short-term financing. This
insurance helps companies go, grow and
succeed by allowing them to conduct
business in markets with more risk than
they would normally operate in.

In addition, our financing activities
delivered approximately $22 billion in
new financing to Canadian customers
and their foreign trading partners. We
earned $1.6 billion in loan revenue and
guarantee fees, which was lower than
2020, mainly due to lower interest rates
and a decrease in the loan portfolio

as a result of $5 billion in net loan
repayments in 2021. In 2021, business
facilitated by EDC represented 12.6% of
total Canadian exports and investment

abroad R4 A,
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Customers served

When COVID-19 hit in March 2020, EDC became a key partner on Canada’s
COVID-19 response team, and this remained a priority in 2021. EDC continued

to provide much-needed risk capacity and liquidity to Canadian businesses
exporting or operating domestically through COVID-19-specific and core financial
solutions and expert knowledge. Demand for our financial and knowledge solutions
during this challenging year resulted in 29,800 customers served, compared to
24,305 customers in 2020—an annual increase of 23%.

Achieving the ambitious goal of 26,000 to 30,000 customers reflects our
commitment to deliver financial and knowledge solutions that meet our customers’
needs. These needs were driven by factors such as the uncertain business
environment, supply chain disruptions, perceived risks and global economic
growth. In 2021, 14,769 customers purchased one of EDC’s financial products,
which was an increase of 21% compared to 2020. Included in these customers are
3,270 Canadian companies that consumed both financial and knowledge products.
On top of the 14,769, we had an additional 18,301 Canadian companies that
consumed at least one of EDC’s knowledge products, which was up 22% compared
to 2020.

The customers served measure is the number of unique companies EDC transacts
with over a calendar year. We consider a customer to be one that provides EDC
with either financial payment or, in the case of certain knowledge-based products,
information on their company that goes beyond what is publicly available. EDC’s
knowledge solutions serve the needs of many companies, particularly small
companies who are looking for early-stage exporting information to help them
make more informed business decisions.

Financial customers served by geographic region*

1,002
Africa and Middle East

1,175

South and Central 10.8_76
America and the North America
Caribbean

1,807

Asia and Pacific

1,812

Europe and
Commonwealth of
Independent States

* The number of customers served by geographic region is not a unique customer count. A customer can be served,

and therefore counted, in more than one region.

29,800

Demand for our financial and
knowledge solutions during
this challenging year resulted
in 29,800 customers served,
compared to 24,305 customers
in 2020—an annual increase

of 23%.

14,760+

customers purchased one
of EDC'’s financial products,
which was an increase of
21% compared to 2020.

18,300+

Canadian companies consumed
at least one of EDC’s knowledge
products, which was up 22%
compared to 2020.
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Small and medium-sized customers—
financial transactions

Small and medium-sized enterprises (SMEs) are key
contributors to economic growth, innovation and new

job creation. They are also a key feature of Canada’s trade
landscape. Accordingly, EDC continues to place a strong
emphasis on supporting SMEs with their trade activities in
countries around the world. We accomplish this through our
financing and insurance solutions, and by leveraging our
relationships with foreign buyers to encourage the purchase
of Canadian goods and services and to introduce SMEs into
their supply chains.

To track our efforts, we look at the number of insurance
and financing transactions that occur with our small (1 to
99 employees) and medium-sized (100 to 499 employees)
customers in a calendar year.® This measure includes
acquiring new customers, retaining existing customers and
supporting our customers with multiple financial products.

In 2021, we facilitated 10,325 transactions, which included
4,060 transactions with micro customers; 4,780 transactions
with small customers; and 1,485 transactions with
medium-sized customers. This measure grew by 5%

(9,849 transactions) compared to the previous year,
reflecting the 2021 business environment and the continued
need for our COVID-19 support programs. Consequently,
we witnessed more demand for our loan guarantees, which
enable banks to lend with greater confidence to businesses
in need. This included EDC’s Business Credit Availability
Program (BCAP) Guarantee, which was designed to increase
access to credit for SMEs, as part of the Government of
Canada’s COVID-19 economic response plan. The BCAP
guarantees helped businesses improve their cash flow and
manage day-to-day expenses like payroll, rent, buying
inventory, paying their suppliers and other costs their
businesses bore due to COVID-19.

@ [f the number of employees is unavailable, we revert to annual sales.

Financial transactions with micro/small/medium-sized
customers by industry

383 243
Information Utilities
424 10

Construction Finance and insurance

480 104

Resources Commercial
properties

530

Transportation and

storage 3,731

Manufacturing
858
Other

1,141
Professional services

2,321
Wholesale and retail trade

Financial transactions with micro customers by industry

147 109
Information Utilities
175 60
Resources Commercial properties
221 55

Construction Finance and insurance

253
Transportation and
storage

1,196
Wholesale and
retail trade

375
Other

487
Professional services

982
Manufacturing

Financial transactions with small customers by industry

169 80
Construction Utilities
189 34

Information Finance and insurance

208
Resources
210

Transportation and
storage

33
Commercial properties

1,996
Manufacturing

564
Professional services

928
Wholesale and retail trade

Financial transactions with medium-sized customers
by industry

47 34
Information Construction
54 21
Utilities Finance and insurance

67
Transportation and
storage

1
Commercial properties

90
Professional services

753
Manufacturing

97
Resources

14
Other

197
Wholesale and retail trade
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Net Promoter Score

The Net Promoter Score (NPS) is the measure against which
EDC evaluates customer satisfaction and loyalty. It measures
the likelihood that our customers would recommend EDC

to business colleagues. It also provides insight on how

we are meeting our customers’ needs and delivering on

their expectations.

EDC'’s score of 72.3 exceeded our planned objective of 63.0 to
71.0 and is similar to last year’s score of 72.5. This strong result
places EDC in the top 15% of North American B2B companies.
Our score reflects feedback from customers indicating that they
could count on our support during the prolonged pandemic.

As well, customers appreciated that we took the time to
understand their business—contributing to their overall sense
of feeling valued.

Productivity Ratio

The Productivity Ratio (PR), the ratio of administrative
expenses to net revenue, captures how well we use our
resources and ultimately how we manage our costs. In 2021,
our PR was 31.4%, which overachieved against our target
range of 41% to 45%. This means that 31.4 cents of every dollar
we earned went toward our expenses, with the remaining

68.6 cents being available to grow our capital base and support
our loan and insurance portfolios.

The PR in 2021 was more favourable than the 2020 PR

of 33.6% as a result of an increase in realized gains due to
strong performance in our investments portfolios, which

was partially offset by increased administrative expenses.

In 2021, we embarked on a strategic transformation that
requires significant investment in a number of areas including
the enhancement of our digital capabilities. Furthermore,
additional resources were also required in order to support our
programs in response to the COVID-19 pandemic.

2023 carbon intensity target

A key focus of our 2030 Strategy is to become a leader in
defining responsible business conduct and demonstrating
best-in-class ESG practices in the financial sector. Our carbon
intensity target is an important element of that focus as well
as our commitment to achieve net zero emissions across our
operations and business lines by 2050.

In 2019, we set an initial target to reduce exposure to our

six most carbon-intensive sectors by 15% below 2018 levels by
2023. This covers activities including loans, guarantees and
commitments. In 2020, we surpassed that goal and strengthened
it to target a reduction of 40% on the same timeline.

The updated target committed us to reduce our exposure to
our six most carbon-intensive sectors from $22.4 billion to
$13.5 billion. In 2021, through active portfolio management
and clearly defined parameters guiding EDC’s business in
these sectors, we achieved strong results, driving our exposure
down to $13.6 billion, placing us within just $100 million of
our 2023 target. As we've been exceeding our targets for the
first two years, and to help keep up our momentum, in 2022 we

Progress toward achieving 2023 carbon intensity target
(restated to reflect foreign exchange rates®)

Carbon-intensive financing exposure (in billions of Canadian dollars)

24

20

o IS o N} &
e I S <.
21 | e 5109
2020 | e s19.0

2021

2023

$13.6

FINANCED IN 2021

2023 TARGET

$13.5

40%

Target 2023

Cement
manufacturing

Thermal power
generation

Metals smelting
and processing

Petrochemicals,
refining and
chemicals
manufacturing

Upstream oil and
gas operations

Airlines

plan to further strengthen our 2023 carbon intensity target to
$12.2 billion and announce additional targets as part of our net
zero commitment.

@ EDC'’s assets are primarily denominated in U.S. dollars; as such, exposure values
presented have been restated to reflect the foreign exchange rates prevailing at the
time the target was set.
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Tailoring our solutions

Customers are at the heart of our 2030 Strategy, and meeting
their needs is our top priority. Recognizing that micro and small,
medium-sized and large companies have different needs, we
tailor our offerings to align with each segment.

Micro and small businesses
($0 to $10M in annual revenue)

We aim to make it easier for micro and
small companies to participate in trade.
They’ve told us they want products

and services that are easy to access,

so we're investing in digital solutions
and leveraging our financial institution
partnerships to meet their needs in a
seamless manner.

For example, in 2021 we expanded
payment capabilities to enable customers
to settle their portfolio credit insurance
premiums online. We also set up new
confidential digital interfaces with our
largest bank partner, which enable us

to exchange data and core functionality
easily and securely, thereby streamlining
the customer experience.

&5
Ei=

MICRO/SMALL
<$10M

Fast High-touch

Efficient
Digital

Customized

Medium-sized businesses
($10M to $300M in annual revenue)

It’s with medium-sized companies

that we see the greatest opportunity to
catalyze Canada’s trade performance.
These companies generally punch

above their weight in terms of impact,
representing only 7.8% of Canada’s
exporting companies but generating more
than 21% of export volume. While they’'ve
shown the ability to grow, our data
indicates that they’re not growing fast
enough compared to their global peers.

In 2021, we established a team dedicated
to serving medium-sized companies
with a purpose to actively engage with
some of these companies and develop

a comprehensive picture of their

needs. We experimented with different
integrated solutions that EDC could

MEDIUM
$10M-$300M

>$300M

Partnerships
Unique financial tools

We will focus on the

:  medium segment to
i drive the greatest impact
on Canadian trade

ESG PRACTICES

No matter what segment, ESG is central to our customer value proposition. Through
our knowledge, advice and financing solutions, we aim to help companies mitigate

ESG risks and seize opportunities for growth.

POWERING A
CLEANER TOMORROW

Thanks to technology developed
by Vancouver-based Westport Fuel
Systems, hydrogen could become
substantially more competitive
compared to other low-carbon
alternatives—reducing GHG
emissions to almost zero while
offering the same power, efficiency
and reliability as diesel fuel.

> Read the story

provide—drawing on our market
intelligence, business advice, financial
products and connections to international
partners—to help these companies
compete for and win business that
wouldn’t have otherwise been possible.

The success of this high-touch,
customized approach prompted us

to make this initiative a permanent
feature of how we’ll serve high-potential,
medium-sized companies going forward.
We also explored how to scale some

of our solutions to reach even more
companies on the cusp of growth.

Large businesses
($300M+ in annual revenue)

For large businesses, we continue to
provide dedicated account management
focused on our deep understanding of
their strategy and needs. We deliver
solutions to support their international
growth and diversification into

new markets.

We're looking to leverage these
companies as strategic partners, seeking
out opportunities to support their
customers and suppliers and develop
purpose-specific solutions that differ
from those offered by domestic banks.
We'll also help improve their ESG
capabilities so they can benefit from more
sustainable success over the long term.


https://www.edc.ca/en/article/westport-fuel-systems-drives-innovation-power-cleaner-tomorrow.html
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Building value through collaboration

We’'re part of a much larger
trade ecosystem that is
dedicated to working together
to help Canadian companies
achieve their international
business goals—sharing
market intelligence, feedback
and connections to boost
companies’ competitiveness
and advance Canadian trade.

Federal partners create a
coordinated web of support
to Canadian companies

As part of a Team Canada approach,
we work closely with government
departments, agencies and Crown
corporations to guide Canadian
companies as they grow and help them
capitalize on the federal programs

and assistance available to them. We
collaborate on industry roadshows,
roundtables and trade missions, and
support one another’s initiatives.

Partners include those with services
complementary to ours—such as
Business Development Bank of Canada,
Canadian Commercial Corporation,
Invest in Canada and the Trade
Commissioner Service—and those

who focus on the same sectors of the
future as us. The latter include Farm
Credit Canada; Innovation, Science and
Economic Development Canada; Natural
Resources Canada; Environment and
Climate Change Canada; and Agriculture
and Agri-Food Canada.

EDC chairs the Business, Economic and
Trade Recovery (BETR) Committee of
the Minister of International Trade,
Export Promotion, Small Business and
Economic Development. The BETR is

a diverse and cross-functional model of
support for business created to foster
greater collaboration and innovation
within the minister’s portfolio, with a
focus on achieving a robust economic
recovery post-pandemic and longer-term
inclusive growth.

In 2021, BETR gathered input from
partners and companies through a
variety of interviews and industry
roundtables. It also advanced initiatives
in three key sectors:

« Health technologies—introducing
Canadian companies to relevant
partners and helping them overcome
challenges related to product
innovation, commercialization, access
to capital and procurement

Agri-food and agriculture
technologies—partnering with
Protein Industries Canada, Farm
Credit Canada, and Agriculture and
Agri-Food Canada to identify ways to
leverage the strengths of this sector,
and coordinating financial solutions,
knowledge and connections

Asia infrastructure—developing
initiatives to position Canadian firms
providing infrastructure-related
services for success in Southeast Asian
markets

Supporting COVID-19 relief programs
With a mandate to support both
exporting and non-exporting companies
until the end of December 2021, EDC

continued to be a key player in the
Government of Canada’s efforts to help
companies overcome ongoing financial,
macro-economic and supply chain
challenges as a result of the pandemic.

As extended by the Government

of Canada, the Canada Emergency
Business Account (CEBA) program
accepted new loan applications until

the end of June 2021. CEBA funds were
delivered in collaboration with more
than 230 Canadian financial institutions
(FIs) who aligned and streamlined
application criteria to help more
Canadian companies. From April 2020
to December 2021, CEBA had distributed
more than $49 billion in financial relief
to over 898,000 businesses.

The Business Credit Availability Program
(BCAP) Guarantee retired at the end

of December 2021, having provided
2,038 guaranteed loans and unlocked
access to $1.4 billion in credit from

April 2020 to December 2021. The BCAP
Guarantee helped businesses improve
their cash flow and manage day-to-

day expenses like payroll, rent, buying
inventory, paying their suppliers and
other costs their businesses bore due

to COVID-19.
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Financial institutions broaden
our reach

Our partnerships with Canadian
financial institutions were critical for
delivering much-needed COVID-19
programs to Canadian business in 2020
and 2021. What’s more, we added new
partners and deepened relationships
with existing FIs and credit unions,
opening doors to new opportunities to
collaborate and help more Canadian
companies.

With many of the support programs
expiring at the end of 2021, we launched
the EDC Trade Recovery Guarantee—a
temporary, flexible working capital
solution guarantee—to meet the needs
expressed by our FI partners and
customers. The guarantee was put

in place to ensure that support was
provided to Canadian companies as
they continue to build their resilience.
Through this program, we provide
guarantee support to FIs for new
operating lines of credit or term loans,
so they in turn can provide Canadian
exporting businesses with additional
financing to address ongoing economic
challenges brought on by the pandemic.

We also started working with our FI
partners on inclusive trade initiatives
aimed at advancing the interests of
groups that have traditionally faced
barriers. This includes businesses led or
owned by women, Indigenous exporters
and Black exporters. Learn more

about our inclusive trade program and
partnerships on page 50.

Strategic alliances connect
us to business communities

Through strategic alliances with
organizations like MaRS Discovery
District, StartUp Canada and
others, we connect with innovators,
entrepreneurs, partners and companies
operating in EDC’s priority sectors and
who have ambitions of taking on

the world.

Continuing a partnership formed

the year prior with the Fonds de
solidarité FTQ (the Fonds), we
announced in December 2021 that

our two organizations would invest

in Quebec-based aerospace company
ABIPA International. Through our joint
investment via the EDC Investment
Matching Program, ABIPA received

the capital it needed to enter into
international markets and pursue its
ambition of becoming a global leader in
the aerospace industry. Referrals to EDC
from the Fonds resulted in four direct
investments in 2021.

The 2021 launch of our Global Corporate
Partnership Program was a new way

to deliver innovative economic and
societal impact in Canada. Aligned

with Canadian sectors of the future, the
global corporate partners chosen for the
program are leaders in innovation and
inclusion, diversity and equity (ID&E),
with significant Canadian footprints
critical to our economy. The program is
designed to drive win—win outcomes,
including incremental investment in
Canada as well as new supply chain
opportunities for Canadian companies.

As part of this program, we established
partnerships with Nokia, GE and Cisco.
EDC provides financing and insurance
solutions that enable new business
with their strategic customers, which
also supports positive societal impacts
in Canada. The Nokia partnership,
for example, includes a commitment to
collaborate on various Canadian-based
ID&E initiatives with EDC’s Inclusive
Trade group.

96

deals closed for $223 million
in commitments (as of
December 31, 2021)

Under EDC'’s Investment
Matching Program, we match
institutional private sector
venture capital investments
of up to $5 million under

the same terms as the
private sector investors.
Approximately 32% of the
funds went to cleantech
businesses or those led by
people identifying as being
from equity-seeking groups
including women, Indigenous
Peoples, Black and other
racialized communities,
persons with disabilities and
the LGBTQ2+ community.

400

introductions leading
to 35 contract wins

Through our business
connections program, we
leverage our international
network and relationships to
create trade opportunities for
Canadian companies. While
our connection activities were
traditionally in-person events,
the pandemic prompted us to
pivot to virtual events in 2020
and this continued in 2021. In
line with EDC’s 2030 Strategy,
we also zeroed in on medium-
sized Canadian companies
operating in priority sectors.
Despite these changes, close
to 400 introductions were
made in 2021, leading to

35 contract wins.



https://marsdd.com
https://marsdd.com
https://www.startupcan.ca
https://www.fondsftq.com/en?utm_source=fonds&&utm_medium=cp&&utm_term=corpo-reg
https://www.fondsftq.com/en?utm_source=fonds&&utm_medium=cp&&utm_term=corpo-reg
https://www.edc.ca/en/about-us/newsroom/edc-nokia-gcp-partnership.html
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ESG partnerships are key to
overcoming the most significant
challenges of our time

EDC is committed to working with others
to make tangible progress on global ESG
issues that affect businesses, economies
and society at large. Since the early days,
we have actively engaged with OECD
environmental and social practitioners
and Equator Principles Association
working groups to tackle issues such

as climate change and human rights.

It’s through strong partnerships with
our federal counterparts, peer ECAs,
financial institutions, industry groups
and customers that we will help drive
the transition to net zero going forward.

BUSINESS ETHICS
LEADERSHIP
ALLIANCE"

An Exbiphere Commuairy

“ Powering
PPCA = PastCoal

n""{- Alliance
Jis

In 2021, we reaffirmed our support for
the Ten Principles of the United Nations
Global Compact in the areas of human
rights, labour, environment and anti-
corruption through a letter from our _
CEO, which together with our 2020 o N P{.AF
Integrated Annual Report served as our
first Communication on Progress.

g

FIMANCIAL INSTITUTIONG L]
PRACTITIONERS CIRCLE

ESG PARTNERSHIPS

We also joined several new partnerships and organizations,
including the following:

Business Ethics Leadership Alliance

A 300+ member-strong globally recognized
organization of leading companies
collaborating to share best practices in
governance, risk management, compliance
and ethics

Powering Past Coal Alliance

A coalition of national and subnational
governments, businesses and organizations
working to advance the transition from
unabated coal power generation to

clean energy

Partnership for Carbon Accounting
Financials
An industry-led partnership to facilitate

transparency and accountability of the
financial industry to the Paris Agreement

Shift’s Financial Institutions
Practitioners Circle

A space for leading practitioners in the
financial sector to discuss human rights
challenges and co-create cutting-edge
solutions that fit their unique reality

Canadian Aboriginal and Minority
Supplier Council

A not-for-profit organization that facilitates
the growth of Aboriginal and minority-
owned businesses by connecting them to
procurement opportunities



https://www.unglobalcompact.org/participation/report/cop/create-and-submit/active/454163
https://bela.ethisphere.com
https://www.poweringpastcoal.org/about/who-we-are
https://carbonaccountingfinancials.com
https://carbonaccountingfinancials.com
https://shiftproject.org/what-we-do/finance/fiscircle/
https://shiftproject.org/what-we-do/finance/fiscircle/
https://camsc.ca
https://camsc.ca
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Sector and market priorities

For Canada to regain its standing in international trade, we need
to both maintain our current trade performance and catalyze net
new growth. And we must ensure that the growth is sustainable
and contributes to long-term prosperity.

In developing EDC’s 2030 Strategy,

we evaluated the emerging sectors and
high-growth markets with the strongest
economic potential for Canadian
businesses—looking for what we could do
to help reinforce and accelerate Canada’s
future trade competitiveness. In 2022,
we will build on our plans for each of the
identified sectors and markets.

Emerging sectors

The priority sectors identified, based on
Government of Canada priorities and our
own sector and economic expertise, are:

« Agri-food—defines a wide range of
industries that include everything from
primary agriculture and aquaculture,
to food and beverage processing

« Clean technologies (cleantech)—
focuses on processes, products
or services that reduce negative
environmental impacts through
renewable energy use, energy
efficiency, sustainable use of
resources and environmental
protection activities

« Advanced manufacturing—focuses
on the use of innovative technology
to improve products and processes.
Technologies include automation,
robotics, artificial intelligence/
machine learning and the Internet
of Things (IoT)

Digital industries—comprises
companies that are at the cutting-
edge of technological innovation and
industrial automation, breaking new
ground in areas such as artificial
intelligence, the Internet of Things
and digital transformation

« Resource-based industries—involves
supporting natural resource industries
such as mining and forestry to develop
innovative solutions that are highly
sought after by global resource
companies, including for example
cleantech and advanced technology
solutions

In 2021, we reoriented our trade
connections and related programs to
provide extra support to companies
operating in these priority sectors, and
exited some of our relationships in
others (for example, with foreign oil

and gas companies). Our emphasis is
on connecting medium-sized Canadian
companies to our international
relationships.

High-growth markets

High-growth markets include China,
India and Southeast Asian countries,
where a developing middle class presents
unprecedented opportunity for Canadian
exporters. To promote these markets,
our market and sector experts put more
information than ever before into the
hands of customers through webinars,
Spotify podcasts and videos introducing
the various markets. Posted on EDC’s
website, and on our LinkedIn and
Facebook pages, the videos were viewed
more than 2 million times.
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CASE STUDY

In 2012, EDC identified the cleantech sector as a significant
climate-related opportunity in the medium and long term. Since
then, we have continued to increase our support to Canada’s

growing cleantech sector.

We define cleantech as any process,
product or service that reduces
environmental impacts through:

» Environmental protection activities
that prevent, reduce or eliminate
pollution or any other degradation of
the environment

Resource management activities that
result in the more efficient use of
natural resources, thus safeguarding
against their depletion

The use of goods that have been
adapted to be significantly less
energy or resource intensive than the
industry standard

Our cleantech strategy requires that
we execute an “all of EDC approach,”
as it is not focused on a single sector
and impacts all of our business lines.
To maintain our position as a leader in
providing cleantech companies with
financial solutions in Canada, we focus
on the following areas:

 Scaling emerging cleantech
companies

+ Growing our renewables portfolio

Providing financing to support our
customers in their transition to
net zero

» Working with our partners across

federal organizations to accelerate
growth

Developing sector-specific knowledge
and strategies in emerging areas,
such as hydrogen and carbon capture

To continue growing our strategic
support for cleantech, we commit

to increasing our knowledge of the
sector and our collaboration with other
government partners and industry. We
also invest in knowledge building for
staff who manage cleantech accounts
and transactions. We measure the
success of our cleantech strategy
through quantitative performance
indicators, including the dollar amount

of business facilitated, the number

of customers served, cleantech as a
percentage of our overall portfolio, and
our Net Promoter Score (NPS).

In 2021, we achieved a 100% NPS
rating, exceeding our target by
approximately 30%. In 2022, we will
include the number of cleantech
customers served and the amount of
cleantech business facilitated in our
short-term incentive compensation
plan applicable for all employees.

During the year, we also updated our
cleantech definition to remain aligned
with the federal cleantech ecosystem
definitions and with developing
industry thinking and expectations.
Our new definition includes
identifying transaction-level cleantech
opportunities where non-cleantech
companies can access financial
solutions for their cleantech projects.

Please refer to the Metrics and Targets
section on page 42 for details on our
cleantech metrics and performance.
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Our key priorities

Under our 2030 Strategy, EDC will continue to serve all
customer segments to sustain Canada’s current trade
performance; however, we need to employ new tactics if
we are to increase exports by 60% by 2030.

In 2021, we started thinking about where we could catalyze net new growth that
goes above and beyond Canada’s current trade performance. We made the decision
to invest heavily in the high-growth potential subset of medium-sized companies,
those that are proactively seeking international opportunities as part of their
growth agenda. These companies are in emerging high-demand sectors that can be
matched with high-growth markets. We believe this is where net new growth for
Canada will come from, and these companies will ultimately become Canada’s next
generation of global champions.

To catalyze their growth, we’ll need to offer market intelligence, business advice,
connections to potential international partners and financial products, which
EDC will deliver through a high-touch model. Our objective is to get more of these
companies into more markets and set them up for long-term success.

We've established short-, medium- and long-term strategies for these companies.
Capitalizing on these big bet opportunities will be central to achieving the kind of
impact we envision over the course of the strategy.

CASTING LIGHT ON

CRITICAL SECTORS

G2V is a cleantech company revolutionizing

the aerospace and food industries with light
technology that replicates sunlight to such a
precise degree that it can actually mimic the
daily light patterns of a specific location halfway
around the world. It's being used to test flight-
critical hardware for space missions and grow
crops indoors to produce 30% higher yields.

> Read the story

ENABLING THE
TRANSITIONTO A

LOW-CARBON FUTURE

From powering electric vehicles to
helping patients fight COVID-19, the
applications for Xebec Adsorption’s
technologies have evolved in leaps
and bounds since hitting the
spotlight in 2017.

> Read the story



https://www.edc.ca/en/article/xebec-adsorption-helps-world-transition-low-carbon-future.html
https://www.edc.ca/en/success-stories/g2v-cleantech.html
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>>> SHORT-, MEDIUM- AND
LI H) STRATEGIES

We've established targeted strategies for a high-growt
potential subset of medium-sized Canadian companies

SHORT TERM

Make the most of opportunities in
C,\ﬂ.j the U.S., particularly in cleantech,

infrastructure and agri-food

MEDIUM TERM

Take advantage of free trade agreements in
Europe to capture agri-food market share and
embed Canadian cleantech companies into
supply chains as Europe leads the way globally
in transitioning to more resilient, decarbonized
infrastructure

LONG TERM

Ensure Canadian companies are at the table
as a developing Asian middle class drives

unprecedented opportunities, with a focus on
agri-food and infrastructure
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Approach to ESG

Stakeholder engagement
Materiality

Transparency and disclosure
Committed to climate action

2021 highlights

Strategy

Net zero by 2050

Risk and opportunity management
Metrics and targets

Building a more equitable world
Inclusive trade

Elevating human rights
Management of human rights issues
Responsible business

Corporate governance

Board of Directors

Executive Management team

LEADING
OUR VALU

Doing what'’s right, and taking acti
people and protect the planet, is a
our business approach. We also be
key to the long-term growth and s
customers and to Canada’s prospe

People are what make it possible.
strength and motivation from the
backgrounds, talents and perspec
people, communities, customers a
By focusing on our people and put
ESG principles at the core of ever
we know we can make an impact t
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Approach to ESG

At EDC, we share a
fundamental belief that good
environmental, social and
governance (ESG) practices
are key to our organization’s
sustainability, to the long-
term success of Canadian
companies and to Canada’s
international competitiveness
and continued prosperity.
Strong ESG practices
mitigate risks, open doors

to new opportunities, drive
innovation, attract top talent
and strengthen the social
and economic fabric of our
communities.

ESG is at the centre of everything we
do and is integral to our customer value
proposition. Four objectives underpin
our approach:

» Make ESG a prominent and standard
feature across the organization,
embedded in our culture,
communications and reporting

» Support customers in considering ESG
in the evolution and competitiveness of
their business

« Demonstrate leadership among export
credit agencies and influence among
financial institutions

» Provide additional support for growing
and emerging sectors of the Canadian
economy in alignment with strong ESG
principles and practices

While continuing to refine our ESG
Strategy in 2021, we made significant
progress on a robust agenda to
strengthen our practices and invest in
capabilities to help Canadian companies
do the same.

SUSTAINABLE DEVELOPMENT GOALS

The United Nations 2030 Agenda for Sustainable Development
outlines 17 Sustainable Development Goals (SDGs) in areas of critical
importance for humanity and the planet. The goals represent a
universal call to action to end poverty, protect the planet and ensure

that all people are able to enjoy peace and prosperity.

We have embedded these goals into our ESG framework to maximize
the positive impacts we can have on society and the environment.
We focus on the six SDGs that are most relevant to our business and
where we can have the greatest impact.

Our ESG framework
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ESG governance

To ensure that ESG remains at the
centre of our operations and culture, we
strengthened our governance in several
ways in 2021:

« Created the Chief Corporate
Sustainability Officer (CCSO) role

« Restructured our Corporate
Sustainability Group to align with
EDC’s 2030 Strategy, creating three
teams—ESG Customer Success, ESG
Policy, and ESG Strategy, Outreach
and Reporting

ESG governance structure

« Increased our ESG capacity by creating
two new vice-president positions that
correspond to the new structure and
adding further supporting staff, who
will continue to be hired through 2022

Updated the terms of reference of
all board committees to include ESG
accountabilities

Set aside dedicated time at each
board meeting to discuss topics such
as EDC’s net zero commitment,

ESG materiality, and progress on
implementation of our Human
Rights Policy

» Enhanced our quarterly update reports
to the board and started developing a
new ESG dashboard to assist the board
in tracking key performance indicators

» Conducted a review of our ESG
Advisory Council to confirm its
mandate and further leverage the
expertise of its members and their
ability to provide expert guidance on
ESG-related issues material to EDC

See Corporate Governance (page 70) for
more information on board engagement
on ESG topics in 2021.

-
Board of Directors Internal Auditor
Oversees ESG direction and strategy. Provides independent
g assurance to the
J\ board and Executive
Ve Management team in
Board commitees
All six committees have ESG accountabilities specified in their terms of reference: Charter
Business Development and Performance Committee, Human Resources Committee, Risk Management Committee, ’
Audit Committee, Nominating and Corporate Governance Committee, and Executive Committee
.
V-
President and CEO
Sets EDC's corporate direction and strategy. ESG Advisory
(S J | Council
/L Our ESG Advisory
R Council is composed of
Executive Management team e —— expsrts who
(including President and CEO) " g
Plans and executes the ESG Strate € ST HEC
8Y- guidance to our CEO

)\ and Executive
Management team on
[ Executive committees ] ESG practices. The
council met three
times in 2021 to
A\ A\ discuss EDC's
Risk Management Committee Enterprise Strategy Committee approach to developing
Provides feedback and advice on the Provides oversight and guidance for all strategic initiatives, DSUEERERE {TEmEe
implementation of significant ESG policies and initiatives. decisions and outcomes, including those related to ESG. framework, engage on
climate-related
priorities ahead of
EDC'’s participation at
the United Nations
e V- N Climate Change
Chief Business Officer Conference (COP26) in
Has direct accountability for the ESG discipline. Glasgow, and provide
- J input to EDC’s ESG
J\ materiality
Ve ~ assessment. Meeting
Chief Corporate Sustainability Officer summaries are posted
Leads EDC's ESG efforts with specific responsibility for accelerating the embedding of ESG values, principles and processes across on our website.
the organization. Accountable for the development, implementation and maintenance of ESG policies (e.g., Climate Change Policy,
Human Rights Policy) as well as their execution, effectiveness and attestation.
. J\ /
( N
Corporate Sustainability Group leads
L VP, ESG Customer Success; VP, ESG Policy; VP, ESG Strategy, Outreach and Reporting )



https://www.edc.ca/en/about-us/corporate/corporate-sustainability-responsibility/csr-advisory-council.html
https://www.edc.ca/en/about-us/corporate/corporate-sustainability-responsibility/csr-advisory-council.html
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Stakeholder engagement

As a bridge between the public and private sectors, EDC plays an important role in convening
diverse groups to solve the big problems faced by Canadian businesses and society at large.

While most of our engagement is done through formally organized consultations or surveys, we also receive informal and
unsolicited feedback through social media, phone calls to account managers and more. Formal enquiries to our Chair and
CEO are posted on our website, along with our responses.

Stakeholders

Customers and industry

Includes customers and
industry associations.

They expect us to:

+ Consider and prioritize the international
competitiveness of Canadian companies.

Select 2021 initiatives

Participated in and facilitated five roundtables
with industry associations and chambers

of commerce to learn about their members’
challenges and how we could support them in
trade. This included four EDC-led roundtables with
the Atlantic Canada seafood sector, the Canadian
Construction Association, the Mining Association
of Canada, Indigenous businesses and other
equity-seeking groups.

EDC's CEO delivered keynote addresses
highlighting the need for climate action at the
Canadian Club of Toronto and the Conseil des
relations internationales de Montréal (CORIM).

Hosted our fifth Cleantech Export Week, which
brings together clean technology experts,
companies and partners from across Canada to
share insights and discuss opportunities.

Engaged with other financial institutions, sharing
our experiences and lessons learned, as part of
Shift’s FI Practitioners Circle.

Government of Canada

EDC reports to the Minister

of International Trade, Export
Promotion, Small Business and
Economic Development.

 Support the Government'’s policy priorities by
focusing on the expectations outlined in its annual
Statement of Priorities and Accountabilities
for EDC.

« Align with best practices relating to ESG,
including the International Finance Corporation’s
Performance Standards, the United Nations
Guiding Principles on Business and Human Rights,
the OECD Guidelines for Multinational Enterprises,
and the Trade Commissioner Service's Integrity
Declaration.

Chaired the Minister’s Business, Economic and
Trade Recovery Committee (see page 18).

Worked closely with Global Affairs Canada,
Finance Canada, Natural Resources Canada,
and Environment and Climate Change Canada
to support Canada’s transition to a
low-carbon economy.

Civil society

Civil society organizations
(CSOs) provide important
perspectives on our operations
and how they affect human
rights, climate change and
business integrity.

» Demonstrate a clear commitment to sustainable
and responsible business.

« Align with the Government of Canada’s
commitments to mitigate climate change and
respect human rights.

* Place restrictions on the level of risk accepted
in transactions.

* Play an influential role with peers in the
financial sector.

* Increase our transparency and disclosure
practices.

Met with CSOs prior to making our net zero
commitment to understand their expectations
and what would be viewed as progress.

Solicited feedback from CSOs prior to publishing
our Principles on Leverage and Remedy.

CEO published an in-depth response to a civil
society query about how EDC is addressing
potential human rights implications related to
our support for fossil fuel companies.


https://www.edc.ca/en/about-us/corporate/disclosure/public-queries.html
https://www.edc.ca/en/campaign/cleantech-export-week.html
https://www.edc.ca/content/dam/edc/en/non-premium/human-rights-watch-response.pdf
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Stakeholders They expect us to:

International organizations « Share experiences and help advance best
practices with other financial institutions and

By participating in prominent
yPp pating in p export credit agencies (ECASs).

international organizations, we
help tackle global issues and
shape standards in the areas
of climate, biodiversity, human
rights and social risks.

*» Help advance international rules and level the
playing field with respect to the global use of
export credits.

Select 2021 initiatives

» EDC executives, including our CEO, attended
COP26, participating in bilateral meetings
with other ECAs, customers, government and
business representatives, and in events such
as a roundtable with His Royal Highness Prince
Charles, a Powering Past Coal Alliance showcase,
and various panels hosted by UK Export Finance
and Korea EXIM.

« Participated in committees and working groups
of the OECD, Equator Principles Association, and
International Union of Credit and Investment
Insurers (Berne Union) on modernizing trade rules
and best practices for ECAs.

* EDC's CEO engaged in G7 and G12 forums for the
heads of ECAs on topics such as international
trade competitiveness, climate finance, ESG,
digitalization and global trade strategy.

* Actively participated in and leveraged CEO
outreach across ECA peers to establish new OECD
rules that restrict export credit support to coal-
fired thermal power.

« Played a founding role in establishing a statement
of intent to create an ECA workstream under the
Glasgow Financial Alliance for Net Zero.

* Provide opportunities to make a meaningful
difference for Canada and Canadians.

Employees

EDC has more than 1,900 active
employees (excluding those on  « Maintain high standards of ethics, integrity and
leave) based in 19 offices across responsible business.

Canada and 21 international

) « Foster an inclusive, diverse and equitable
representations.

workplace.

« Offer learning and development opportunities.

» Conducted 17 one-on-one pulse checks to assess
the organization's ESG knowledge and capacity
to change as we embed ESG into our culture
and operations.

» Conducted a culture assessment survey to inform
our Future of Work direction (see page 47).

* Held inclusion, diversity and equity listening
sessions following our annual engagement survey
to understand what was driving results among
certain employee groups (see page 47).

In 2021, we began mandatory
ESG 101 training for all EDC

UPSKILLING
OUR EMPLOYEES

The program equipped employees
across the organization to
understand that climate risks

employees as a key component in
upskilling our organization. Training
covered the definition of ESG, how
ESG serves as a key enabler for

our corporate strategy, and how
our climate commitments and
disclosure fit within our initiatives.

ON CLIMATE
CHANGE AND ESG

must be incorporated into an
organization'’s enterprise risk
management (ERM) framework
and appropriately managed to
sustain long-term value in a rapidly
changing market.
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Materiality

We last undertook an ESG materiality
assessment in 2017 and have continued
to use the results of that exercise

to inform our ESG Strategy and
reporting. However, the world has
changed since then, and so has EDC’s
corporate strategy.

In 2021, we initiated an update of

our assessment to better understand
stakeholder expectations, build an
internal consensus on key ESG topics,
focus our ESG Strategy and improve
disclosure on the topics most material
to EDC.

With the support of an independent third
party, the process included a current
state assessment, peer benchmarking of
ECAs and financial institutions, desktop
research on sustainability megatrends,
and interviews with more than

30 internal and external stakeholders.
We also sought counsel and dialogue
through a workshop with our ESG
Advisory Council, Chief Corporate
Sustainability Officer, Board Chair

and CEO.

We plan to complete this work in 2022
and publish a detailed report on our
approach, findings and next steps.

Transparency and disclosure

As a Crown corporation, EDC’s business
is in the public interest. Canadians

hold us to a high bar when it comes to
demonstrating accountability and being
transparent about the transactions

we support. We understand this, and
want to be seen as a leader in this
regard. Our actions can build trust and
provide opportunities for stakeholders
to comment on our work and help us
improve. They also set an example for
others to follow.

2021 was the second year of
implementing our renamed and updated
Transparency and Disclosure
Policy, which sets out a framework

for disclosing information about

our business in a way that balances

the confidentiality required by our
customers with the details sought by
interested Canadians. Our goal with

the updated policy was to align with the
times and with Canadian values, helping
us evolve into a more open organization.
By clearly defining our transparency and
disclosure principles, procedures and
practices, we can effectively uphold our
commitments and explain our standards
to our customers and stakeholders.

We continued to refine our approach
in 2021, fine-tuning our customer
relationship management system so
that when a transaction is declined
during an early-stage review, the ESG
risks are identified and recorded. As a
result of this change, we’re now able to
report on the approximate number of
prospects turned down for ESG-related
risks at the product or account-team
level. See 2021 process and results
diagram on page 32 — Phase I: Early-
stage review.

In June 2021, the Government of Canada
committed in a G7 Finance Ministers
& Central Bank Governors
Communiqué to publicly disclose all
sovereign loans provided by Canada,
including those provided by EDC, to
increase sovereign debt transparency.
With this change, our direct lending

transactions to sovereign borrowers
signed after January 2021 will be
disclosed on the Government of Canada’s
website on a quarterly basis, in addition
to EDC’s own disclosure.

This past year, we also initiated our

next Environmental and Social Risk
Management (ESRM) Policy Framework
review (see page 69) by benchmarking
EDC'’s transparency and disclosure
practices against those of other export
credit agencies and financial institutions.
The benchmarking exercise laid the
groundwork for stakeholder consultation
that will take place in 2022 and will
inform policy updates to ensure we're
following best practices.

Transactions and prospective
customers turned down due to
ESG risks in 2021

This is the second year EDC has reported
on transaction turndowns due in whole
or in part to ESG risks. Since last year,
we have evolved our data collection and
tracking process to be able to capture
ESG-related turndowns not only at the
formal decision-making committee level,
but also at earlier stages of review.

The policy commitment to also capture
ESG-related turndowns at the customer
onboarding phase coincided with the
introduction of the onboarding process
itself. The goal of this process is to take
the time to get to know a company and
assess risks without the constraints of a
transaction timeline. It’s important to
note that all transactions involving an
onboarded company still undergo EDC’s
due diligence and approval processes.
While turndowns due to ESG-related
risks can occur during the onboarding
process, the scope and purpose of the
exercise make turndowns less likely than
at the transaction stage. As part of the
upcoming Transparency and Disclosure
Policy review, we will examine the merit
of capturing ESG-related turndowns in
the onboarding process and will adjust
accordingly for future reporting.


https://www.edc.ca/content/dam/edc/en/corporate/corporate-social-responsibility/environment-people/disclosure-policy.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-social-responsibility/environment-people/disclosure-policy.pdf
https://www.canada.ca/en/department-finance/programs/international-trade-finance-policy/g7-finance-ministers-central-bank-governors-communique.html
https://www.canada.ca/en/department-finance/programs/international-trade-finance-policy/g7-finance-ministers-central-bank-governors-communique.html
https://www.canada.ca/en/department-finance/programs/international-trade-finance-policy/g7-finance-ministers-central-bank-governors-communique.html
https://www.canada.ca/en/department-finance/programs/international-trade-finance-policy/lending-national-governments.html
https://www.edc.ca/en/about-us/corporate/disclosure/reporting-transactions.html
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2021 process and results

4 N\ 4 N\
Transactions Onboarding
Prospective transactions are assessed through EDC'’s due At the outset of our engagement with prospective
diligence process, which considers both credit (i.e., customers that are large-scale Canadian exporters and
financial) and non-credit risks (i.e., relevance to EDC's international companies involved in trade creation activities
mandate and ESG risks). with EDC, we review these companies at the relationship
level, considering both credit and non-credit risks. If a
company is onboarded, EDC performs additional
transactional due diligence as per our standard process.
o J o J
4 ~ N
PHASE I:
Early-stage review
A prospective transaction or customer is first reviewed at the product-team level to assess @
whether it aligns with EDC’s mandate and risk appetite.®
If itis clear at this early stage that the transaction or company does not meet our requirements, it is E
turned down and is not advanced for committee review and formal record-keeping. This process is
designed to avoid wasting time and resources for both EDC and the company seeking our support. P
If we believe it could meet our expectations, the transaction or onboarding prospect advances to —
the formal decision-making committee stage. —
We have updated our systems to capture ESG-related turndowns in earlier stages of e \
review. In 2021, 55 turndowns were captured due to ESG-related risks at this earlier stage.
o
PHASE II:
@ @ @ EDC formal decision-making committee stage
Senior-level representatives approve or turn down transactions or customers based
O O O on the findings of EDC’s due diligence processes.
‘ | | i In 2021:
22 prospective financing All 43 companies that underwent EDC’s
transactions out of the onboarding process were onboarded in 2021.
385 reviewed by EDC’s Prospective transactions involving these
decision-making companies are subject to EDC’s standard
committees were turned due diligence process.
down due to ESG risks.
o J

@ Reasons why EDC may not support a transaction or onboard a company include, but are not limited to, the following: (1) EDC may assess the credit or non-credit risks as
too high; (2) a company may not provide the required information in the course of due diligence; (3) the transaction does not fit with EDC’s mandate or business strategy.
We remain open to reassessing transactions and prospective customers pending new information or changes that meet our expectations or requirements. In some cases,
EDC may work alongside, and continue some forms of support to, a company that is in the process of implementing improvements.
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po ol ENVIRONMENT Ril13):

Ways we support the transition to a low-carbon

2023 carbon intensity target®

2018 ¢
2019 ¢
2020 k¢

2021

Clean technology business facilitated

2018 ¢
2019 ¢
2020 ¢

2021

S
324 266

Number of clean Number of transactions
technology financial that underwent human
customers rights risk screenings
2018: 210 2019: 227 2020: 288 2018: 207 2019: 226 2020: 386

@ EDC's assets are primarily denominated in U.S. dollars; as such, exposure values p
exchange rates prevailing at the time the target was set.
@ Financial support for climate-related transactions in developing countries.




EDC 2021 Integrated Annual Report | Committed to climate action

Committed to climate action

Climate change is the most
pressing and complex issue of
our time, presenting risks to
our business, our customers,
the environment and society.
Its impact is widespread,
measurable and accelerating.
At the same time, there is
also the possibility—even the
responsibility—to collaborate
and innovate to enable a
sustainable future and discover
new opportunities that the
future will bring. The nexus of
the challenge and opportunity
of climate change is what
drives our strategic focus.

As an export credit agency, we have
a responsibility to measure, manage
and report on climate-related risks
and opportunities within our value
chain, in terms of the customers we
finance and accompanying impacts,

in addition to our own operational
impact. To guide this work, we follow the
recommendations set out by the Task
Force on Climate-related Financial
Disclosures (TCFD), a leading global
framework.

Climate Change Policy

Our Climate Change Policy
provides the strategic foundation of
our commitments to address climate-
related risks and opportunities,
through measurement, engagement,
green financing, risk management
systems and reporting. Our Due
Diligence Framework: Climate
Change, reviewed annually, details
the operationalization of the policy for
review of transactions.

RELATED INFORMATION

For more information, please see our
comprehensive, TCFD-alighed 2021
Climate-Related Disclosure, available as
a PDF download.

KEY TERMS

Climate-related risk:

The potential negative impacts of climate change on an organization.
Types of risks include physical risks due to increased severity of
extreme weather events, longer-term shifts in precipitation and
temperature or increased variability in weather patterns; and
transition risks associated with the shift to a lower carbon global
economy, such as policy and legal actions, technology changes,
market responses and reputational considerations.

Climate-related opportunity:

The potential positive impacts related to mitigation and adaptation

TAKING THE CIRCULAR
ECONOMY TO THE

NEXT LEVEL

Toronto-based Genecis
Bioindustries has figured out
how to convert food waste into
biodegradable plastics and other
high-value materials.

> Read the story

efforts of an organization related to climate change, such as resource
efficiency, cost savings, the adoption and utilization of low-emission
energy sources, the development of new products and services, and
the building of resilience along the supply chain.



https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://assets.bbhub.io/company/sites/60/2021/10/FINAL-2017-TCFD-Report.pdf
https://www.edc.ca/content/dam/edc/en/non-premium/climate_change_policy_board_final_en.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-social-responsibility/environment-people/climate-change-framework.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-social-responsibility/environment-people/climate-change-framework.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-social-responsibility/environment-people/climate-change-framework.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-climate-related-disclosure.pdf
https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-climate-related-disclosure.pdf
https://www.edc.ca/en/success-stories/genecis-bioindustries-takes-circular-economy-to-the-next-level.html
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po o A VAR HIGHLIGHTS

GOVERNANCE

Linked performance on the
2023 carbon intensity target

to executive compensation

Established new sustainability
\ o/ roles/reorganization with
i climate-related responsibilities

(©)
(@)
O

Committee and ESG Executive © 0O
(LA

[©]
New Enterprise Strategy 'ZI
|

ﬁvﬁ\’nvn Committee
Implemented
mandatory
@ Enhanced board ESG reviews organization-wide
p and frequency ESG 101 training

STRATEGY

= Joined the Powering Past Coal
' (.) ! @ Alliance and the Partnership
\\:’ ) fc_Jr Car_bon Accounting
Financials

Committed to net zero
by 2050

. Created a Sustainable Finance
Conducted a climate ! Framework to guide the
disclosure gap and @ development of future ESG-
opportunity assessment —j\ centred financial products

Undertook our second
climate-related scenario

analysis
METRICS AND TARGETS
©

Surpassed and Committed to net Piloted GHG
strengthened the zero operational emissions calculations
2023 carbon GHG emissions by associated with our
intensity target 2030 and updated financing portfolio

GHG accounting

methodology
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Strategy

More than two decades ago, we began our journey to make
responsible and sustainable business practices a priority, both
for our business and for that of our customers. Today, our
approach to climate is centred around a commitment to achieve
net zero emissions across our operations and business lines by
2050—a goal aligned with the Government of Canada and the
Paris Agreement. In July 2021, we were the first export credit
agency to make a net zero commitment, and we are dedicated
to working collaboratively to achieve the transition to a net zero

future together.

Achieving net zero emissions by 2050
is not an easy task, and it requires a
strategy that considers all our product
types and customer segments. Our
roadmap includes:

* Financed emissions: calculating
our portfolio financed emissions in
alignment with PCAF guidance

* 2023 carbon intensity target:
reducing financing exposure to our six
most carbon-intensive sectors by 40%
below 2018 levels

* 2030 carbon intensity targets:
these will be sectoral science-based
targets that align with meeting 1.5°C
warming prior to industrial levels, as
the Paris Agreement suggests

¢ Operational emissions: reduce
Scope 1, 2 and 3 operational emissions
to nearly zero, purchasing offsets for
any remaining emissions

Sustainable finance: developing
and expanding the solutions our
customers need to help reduce their
emissions through clean technology,
sustainability-linked loans and other
sustainable finance tools

Increasing exposure to low and
negative emitters through enhanced
customer due diligence

Working collaboratively with
customers to understand their net zero
transition plans and the support they
need to bring them to fruition

v g

DEFINITIONS
FOR ACHIEVING
NET ZERO

Carbon neutral: Organizations
purchase offsets for an
equivalent amount to the
emissions released from their
operations.

Net zero aligned:
Organizations reduce
emissions in line with a 1.5°C
scenario, with an option to
procure offsets for remaining
emissions.

Net zero: Organizations
reduce emissions to nearly
zero by the target year,
purchasing offsets for any
remaining emissions.

,:@,

RELATED INFORMATION

Read more about our net zero
strategy and 2021 progress in our
Climate-Related Disclosure and in the
backgrounder posted on our website.



https://www.edc.ca/content/dam/edc/en/corporate/corporate-reports/annual-reports/2021-climate-related-disclosure.pdf
https://www.edc.ca/content/dam/edc/en/non-premium/edc-net-zero-emissions-2050.pdf
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([ w4310] BY 2050

REALLOCATE

REDUCE

MEASURE

BUILDING CAPACITY

Sustainable finance solutions:
set targets and implement

&

Operational emissions: [
develop and implement
2030 net zero strategy

g

P 2023 carbon intensity
target: achieve

» 2030 carbon intensity targets: [+
set and implement

P =0 Calculate our financed
emissions in alignhment
with PCAF

4 Operational emissions: achieve
full coverage of GHG emissions
calculations

MAXIMIZING IMPACT

> Invest in low-carbon and
ESG-focused solutions to
support innovation,
development and scaling

> @ Work collaboratively with
customers to understand their
net zero transition plans and
climate-related opportunities,
and achieve our carbon
intensity targets

EMISSIONS AC

» Establish and maintain effective governance and accountability
» Engage with our financial sector peers to spur collaboration and tangible progress
* Maintain transparent disclosures on plans and progress

FULFILLING OUR COMMITMENT

4 Continue to develop innovative
tools and services to support
our customers in reaching their
climate goals and enabling
transition to a net zero future

Operational emissions: sustain
net zero emissions

Enable progress toward net
zero by 2050 through
continued alignment of
business strategy with
science-based targets and
other ESG initiatives

' ®

BY 2050, WE WILL REACH

NET ZERO

‘ROSS OUR ENTIRE VALUE CHAIN

2030

2050 .
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Scenario analysis

In 2020, we assessed the impact on EDC
from a “disorderly transition” to a carbon
neutral economy, in which governments
would take rapid and disruptive policy
action to reduce carbon emissions,
leveraging the 2019 Bank of England
climate change scenarios prescribed for
insurers. The outcomes of the analysis
included a commitment to incorporate
lessons learned and best practice to
evolve our analysis every year, thereby
allowing us to better manage climate-
related risks and opportunities in our
financing and underwriting activities.

This past year, we conducted an in-depth
climate-related scenario analysis exercise
at a more granular level than the prior
year’s inaugural version and focused on
an orderly transition to a carbon neutral
economy over a five-year time horizon

to 2026.

Under this scenario, we assumed
governments would take gradual policy
action to reduce carbon emissions,

resulting in gradual economic
readjustments, asset revaluations,
increases in energy prices and decreases
in the creditworthiness of impacted
companies. The orderly transition
scenario is consistent with our existing
and future carbon intensity targets while
complementing our 2020 analysis.

Our 2021 climate change scenario
analysis was enhanced by:

« Leveraging exposure identification
and impact assessment approaches
and tools developed by the United
Nations Environment Programme
Finance Initiative (UNEP FI) in
collaboration with Oliver Wyman.
With exposure identification now more
granular, there is more detailed risk
differentiation and impact assessment
through the use of the North American
Industry Classification System
(NAICS) industry codes over higher-
level sectors

Determining the impact on the
credit quality of current obligors
at a future date

OBJECTIVES OF EDC’S CLIMATE-RELATED

SCENARIO ANALYSIS

Better understand EDC'’s exposure to climate-related risks

Assess potential financial impact to EDC of a climate-related

scenario

Inform the evolution of EDC's carbon intensity target and risk
appetite metrics

Identify management insights (e.g., opportunities and risks)

and recommend action plans

KEYTERMS "

Climate-related

physical risks:

Risks resulting from
climate change, which
involve event-driven (acute)
or longer-term (chronic)
shifts in climate patterns.
Acute physical risks refer
to those that are event-
driven, including increased
severity of extreme
weather events such as
cyclones, hurricanes or
floods. Chronic physical
risks refer to longer-term
shifts in climate patterns
(e.g., sustained higher
temperatures) that may
cause sea level rise or
chronic heat waves.

Climate-related
transition risks:

Risks which can arise from
the process of adjusting to
a lower carbon economy.
These include policy and
legal risks such as policy
constraints on emissions,
imposition of carbon

tax and other applicable
policies; water or land use
restrictions or incentives;
shifts in demand and
supply due to technology
and market changes; and
reputation risks reflecting
changing customer or
community perceptions of
an organization’s impact
on the transition to a
low-carbon and climate-
resilient economy.
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Findings

Under the orderly transition scenario,
our capitalization level would be able

to sustain the estimated financial
impact and allow us to remain above
our target solvency level and deliver on
our mandate. The low materiality of the
estimated financial impacts as of 2026
indicates that we would have a window
of opportunity to continue to increase
the resilience of our exposure to climate
risk before significant impacts from
transition risk materialize. It also reflects
our ongoing efforts to reduce exposure
to sectors highly exposed to climate
risk. The results of our climate-related
scenario analysis serve as a key input
into our climate strategy and associated
carbon intensity reduction targets.

The following heatmaps provide a
visual representation of our exposure
to transition and physical risk as of
December 2021. These heatmaps allow
us to identify climate-related risks and
opportunities across our financing and
insurance portfolios to subsequently
develop approaches to manage or
mitigate those risks. The exposure
assessment underlying the heatmaps
was developed based on UNEP FI
approaches and tools.

KEY FUTURE PRIORITIES
In 2022 to 2024, we plan to:

« Continue increasing our financial support for cleantech
by setting aggressive targets and further enhancing
our industry knowledge and collaboration across

the ecosystem

 Publish a new Sustainable Bond Framework that will
detail eligibility requirements for green, social and
transition bonds and issue bonds in alignment with

the framework

Heatmaps of EDC'’s transition risk exposure as of December 31, 2021

Moderate Moderately high [ | High

Low Moderately low

Financing portfolio

22.6% 13.2% 26.1% 8.5% 28.6%
Insurance portfolio
41.6% 11.8% 23.2%

Heatmaps of EDC'’s physical risk exposure as of December 31, 2021

Financing portfolio

271% 8.0% 28.3%

Insurance portfolio

w
2
S

41.1% 10.1% 26.5%

« Incorporate the results of our climate-related scenario
analysis into the climate and corporate strategies and
associated decision-making

» Consider climate risk in our probability of default and
loss given default models over time

« Continue to pursue the launching of new ESG-focused
products

« Evolve our portfolio climate-related scenario analysis
to consider longer time horizons, the impact of
amortization, regulatory requirements and bottom-up

obligor-level analysis
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Risk and opportunity management

We recognize both our obligation and our opportunity to
demonstrate to our stakeholders how climate-related risks and
opportunities are identified, assessed and managed at EDC. By
integrating climate risk into our credit assessments and overall
risk management program, we can proactively adapt our business
and support our customers in the transition to a net zero economy.

Identifying and assessing
climate-related risks

Identification and assessment of
climate-related risks form part of

EDC’s Enterprise Risk Management
Framework, and are subject to

our non-credit risk assessment
processes. They are also integrated

into our environmental and social risk
management review process. Details

are provided in our Due Diligence
Framework: Climate Change, which
supports our Climate Change Policy
and thermal coal position in Appendix A
of the policy.

Within the Due Diligence Framework,
we have established clear parameters
for transactions involving thermal coal
power, mining or dedicated thermal

coal-related infrastructure, as well as
approaches for identifying climate-
related risks in both project and non-
project transactions.

We continue to enhance data tracking for
transaction due diligence and pilot the
collection of various climate-related risk
metrics in our transaction assessments.

Incorporating climate risks
into credit assessments

For EDC, climate-related credit risks

can materialize through climate change
impacts on the wider economy or
through exposure to clients with business
models that are not aligned with the low-
carbon future. Potential counterparties
with greater climate-related credit risk
that do not have corresponding climate
change plans, strategies and targets

KEY TERMS

Carbon-intensive sector:

Sector identified® by EDC as having, on average, high annual GHG
emissions (i.e., airlines; cement manufacturing; metals smelting and
processing; petrochemicals, refining and chemicals manufacturing;
thermal power generation; and upstream oil and gas operations).

Climate change risk assessment:

An assessment to define the potential climate change-related risk
(transition risk, physical risk) of a project.

could expose themselves, and EDC, to
legal, regulatory, market, technology and
reputational risks.

Our assessment of a counterparty’s
climate-related credit risk is influenced
by actions it has taken or intends to take
to minimize its contribution to climate
change, as well as its industry sector,
geography and vulnerability to transition
risks for non-projects, and transition and
physical risks for projects.

Pilot approach for corporate lending

We recognize the need for a permanent
shift in how we incorporate climate risk
into our credit decisions. In 2021, we
launched a pilot program with select
teams within Corporate Lending to
explore how to evolve our process to

best incorporate climate risk into our
decisions. The purpose of this early-stage
initiative was to:

« Elevate the importance of climate-
related