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SUSTAINABLE INVESTMENTS:
WHAT AN AMAZING DECADE!

SFDR: Implications, implementation
and next steps
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Confluence of actions by
policymakers, companies and
individuals

Increase in regulatory intensity and
zeal over the last 2-3 years

= A game changer for sustainability

= SFDR sets a higher bar (disclosure
and requirements) across
sustainable investment frameworks
and approaches

= Main focus on climate change BUT

= S: minimum social safeguards today;
Social Taxonomy tomorrow

= @G: good corporate governance today;
Sustainability as priority agenda point
across the main corporate governance
bodies tomorrow



FOCUS CLIMATE CHANGE

= What is Net Zero? Striking the correct balance between reducing and
removing emissions representing a pivot point in international climate
negotiations

= Macro economic impact? End of fossil fuel investments and aggressive
decarbonization process

Net Zero pledges: 137 countries — 88% of worldwide emissions covered
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Source: JP Morgan (2021) — ESG long-term view
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NET ZERO RACE — PRACTICAL MEANING

= Energy transition to a net zero GHG economy by 2050 = expensive exercise,

costing as much as the entire US tax base every year over the next 30 years
(source: BofA)

* How to finance this? Likely a combination of:
= corporate bond issuance (green or sustainability-linked issuance),
* |Increased commercial bank balance sheet capacity,
= government debt (green and regular) and

= imposition of carbon taxes that incentivize actors to achieve full decarbonization;
estimates range around $150/tCO2 on average.

=  Will the above transition increase inflation risk? How will central banks
behave? The Network for Greening the Financial System (NGFS) launched at
the Paris One Planet Summit in 2017 started with 8 central banks (BoE,
Banque de France, Dutch central bank...) but comprises 75 members today
including FED and PBoC.
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GREEN BOND MARKET: WILL NEED TO GROW
BY MULTIPLES OF CURRENT VOLUME

To meet the S5 tr of spending by 2030 in annual investment to decarbonize
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NET ZERO RACE — ALL TOGETHER
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Source: BofA Global Research (2021)
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Need for a global effort from
developed and emerging economies

An important geopolitical challenge
with strategic competition for climate
leadership between China and US but
need for 193 countries embarking on
the net zero journey (India finally
committed to carbon neutrality by
2070 as they travelled to Glasgow)



NET ZERO RACE -
COSTS AND OPPORTUNITIES

= Costs: USD 150 tr USD required over 30 years! This could boost long-term
productivity but cause short-term capacity constraints and lift geopolitical
risks

= Opportunities: the green energy transition can add 0.30 to 0.50% per
annum to global GDP growth (source: BofA)

= Reminder: the cost of inaction will be much higher than the cost of action as
physical direct costs and transitional opportunity costs will increase
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CLIMATE FOCUS — EU TAXONOMY CHALLENGES

Taxonomy potential for European indices

Revenues (constituent holdings)
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Source: Barclays (2021)
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Aim: re-allocating capital towards green
economic activities and contributing to
climate change mitigation and adaptation

Short-term, the “Green-assets” universe is
limited and holds high sectorial biases

= Power Utilities represent the most obvious
exposure, followed by Construction, Water
Utilities, Auto and Building Materials.

Markets push investors into corporate revenues
that are cleared by EU taxonomy. Investors
should aim for proper sector allocation
diversification next to universe extensions.

Data uncertainty: potential gap between
pledges and reality. Credible review
process on over- or underdelivery versus
objectives is required



Draft Report by
Subgroup 4:
Social Taxonomy

FOCUS SOCIAL

July 2021

= Today focus on human rights and supply chain

= SFDR “alignment with the OECD Guidelines for Multinational Enterprises
and the UN guiding Principles on Business and Human Rights”

= Limited impact on valuation
* |ncreasing scrutiny of controversies faced by companies

= Challenge: to anticipate (forward looking) the risks of social issues

= Tomorrow: Social Taxonomy - aligned with the SDG’s Agenda 2030
= What constitutes a substantial social contribution (vertical dimension)
= How to not do significant harm (horizontal dimension)
= What activities are harmful?
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FOCUS GOVERNANCE

= Corporate governance practices are highly scrutinized
= SFDR “policy to assess good governance practices”

= ESG at the heart of the company’s strategy and mission
= Sustainability risks integrated at top level

= Stakeholders (instead of shareholders) and mission — from shareholders
governance to stakeholders' governance

= Governance has a central role in DPAM’s fundamental research process
= DPAM Voting Policy
= DPAM Engagement Policy
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DPAM 20Y EXPERIENCE
TO ANTICIPATE
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DPAM: YOUR ACTIVELY SUSTAINABLE PARTNER

Active in our dialogue and
engagement

With companies

ACTIVE With investment professionals

With our ESG partners

SUSTAINABLE = Sustainable long-term

approach

Sustainable commitment

RESEARCH

ESG ratings and scores are an
information; they do not dictate our
portfolio management.

. T |
Y E A R S Deep research and analysis of profiles,
controversies, key challenges
o ESG factors are relevant information in

Sustained dedication decision-making process when material
and specific to investment themes
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- TCFD in the heart of the process -

DPAM’S FOCUS ON CLIMATE CHANGE

Strategy & Policies

Integration of climate
change in policies:

*SRI approach Integration of climate

*controversial activities policy change at 2 levels:

*Top down: thematic/trends

*Bottom up: TCFD
assessments, engagement,
qualitative research, climate
credit ratings

*engagement policy

*voting policy

Tcm TASK FORCE ON CLIMATE-RELATED
FINANCIAL DISCLOSURES
Company - Sector Industry Location

Asset
Financials Management/Investment Belgium
Management

Degroof Petercam Asset
Management
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Research & Investment Process

Integration of climate risks
in overall risk approach:

*TCFD steering committee
with TCFD dashboard

*Compliance checks

Scenario analysis
(carbon EaR, water
stress, Taxonomy)

Region Date

Europe November 2018

TARGETS

METRICS
Standard reporting:

*Carbon intensity

*Top emitters and contributors
* SFDR

Extended reporting:

*TCFD group exposure
*Green vs. brown revenues

*Water intensity

+ regulatory reporting requirements

* Ongoing challenge: target setting

* SFDR Art. 8+ & 9: carb. Intensity <
BM

+ Net Zero, Science-Based Targets



- Controversies review in the heart of the process -

DPAM’S FOCUS ON SOCIAL

= The exposure of a company to controversial events can serve as an indicator to test the
effectiveness of the company’s ESG policies

= Controversies are divided into 5 categories by the well-known ESG research house Sustainalytics
according to the impact, the recurrence and the responsibility of the company

%, Q

Companies that are involved in the ComPanies in category 4 and 3
most serious allegations (negative outlook) are thoroughly
(category 5) sustainalytics  analyzed by our internal specialists

CATEGORY
4
NO EVIDENCE OR MODERATE SIGNIFICANT HIGH SEVERE
LOW IMPACT IMPACT IMPACT IMPACT IMPACT
NELIGIBLE RISKS TO MINIMAL RISKS TO SIGNIFICANT RISKS HIGH RISKS TO THE SERIOUS RISKS TO
THE COMPANY THE COMPANY TO THE COMPANY COMPANY THE COMPANY
OFTEN REFLECTION MOST SEVERE
OF STRUCTURAL CORPORATE
PROBLEMS CONDUCT
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DPAM’S ACTIVE APPROACH: CONTROVERSIES REVIEW

CONTROVERSIAL BEHAVIOUR
RESPONSIBLE INVESTMENT STEERING GROUP IMPLICATION
)
TEAMS
RlcC ELIGIBLE
PM
SUSTAINALYTICS Analysts
CONTROVERSY
(NEGATIVE ENGAGEMENT
OUTLOOK) AND SOURCES
LEVEL 4 SUSTAINALYTICS
MSCI &
Brokers NOT ELIGIBLE
Companies
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- Shareholder responsibility in the heart of the process -

DPAM’S FOCUS ON GOVERNANCE

Engaging

Topics breakdown of the engaged dialogues with companies

Executive
Remuneration
33%
Board
Independency
Poison pills 63%
4%
Proxy voting Engagement letters — 101 letters (20)

. . . = |ndependence of the board of directors
Active research driven analysis of P

“conflictual” agenda topics = Transparency and equity of information

= Anti-takeover structures
= Unequal voting rights

= Executive remuneration policy & report
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- Engagement in the heart of the process -

DPAM’S FOCUS ON GOVERNANCE

COLLABORATIVE ENGAGEMENT

Collaborative engagement
- Cobalt

- Digital accounting

- Climate Change

- Human rights

- Food

Via meetings, (in)formal letters, calls, etc.

Climate
As?ienl@
:PRI
. ]
o%re! EEE

FA

A COLLER INITIATIVI

INVESTOR ALLIANCE
FOR HUMAN RIGHTS

TCFD

Fundamental analysis
- Understand risk drivers

- Investigate controversies

- Encourage transparency

- Identify opportunities

CAUTIOUSNESS
WHEN CONSIDERING A NEW POSITION

CLARIFY
OUR ESG CONCERNS

STRENGTHEN
OUR CONVYICTION

IDENTIFY
NEW OPPORTUNITIES

Defend Values & convictions

- E:scope 3 emissions
- S:supply chain + data privacy
- G: ESG oversight + integration

Via meetings, (in)formal letters, calls, etc.

CHALLENGE
OUR DATA PROVIDERS

WHY DO WE
ENGAGE?

FOSTER
OUR RELATIONSHIPS

IMPROVE
THE ESG PERFORMANCE
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OUTLOOK 2022 — KEY MESSAGES

Fast growing ESG market — ESG is mainstream

ESG and SRI funds
USD trn
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reason to expect a sudden stop
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OUTLOOK 2022 — KEY MESSAGES

Investment assets are recycled into ESG investment solutions; increased regulation will tilt
institutional interest in this direction

Figure 7: SFDR is a game changer for ESG investing with an unprecedented number of funds stating
their ESG focus (number of funds launched or repurposed per year)
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Source: J P. Morgan based on Morningstar

Source: JP Morgan (2021)
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OUTLOOK 2022 — KEY MESSAGES

Demand and regulatory pressure are likely to continue to foster the
development of ESG investment solutions

Sustainable strategies become mainstream across corporates

The EU’s regulatory push incentivizes actors across society to transition
towards a low carbon economy

Share of investors that require ESG integration is growing rapidly.

However, the universe of green assets remains relatively small hence high
valuation issues and worries filter through.

Article 9, impact investment solutions should attract issuers (corporates
and governments alike) that want to venture into green projects. The
universe needs to grow in order to avoid overcrowding investment risks
across the current well-known suspects.
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OUTLOOK 2022 — KEY MESSAGES

= Risk of high valuation and therefore a potential mispricing of “ESG
assets” puts into question the performance of ESG investing.

= Are ESG and financial performance positively correlated?

= |ncreasing evidence that shows little to no presence of opportunity costs, might
reduce portfolio volatility, can generate alpha over medium and long-term
investment horizons. At the company level it provides for cheaper financing
options, can lead to improving accounting metrics, etc.

= A recent meta-analysis from the NYU Stern Center for Sustainable Business and
Rockefeller Asset Management found a positive and/or neutral correlation between
ESG and financial performance across a majority of 1141 peer-reviewed papers and
27 meta reviews published between 2015 and 2020. Market consensus builds that
ESG can lead to outperformance
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OUTLOOK 2022 — KEY MESSAGES

= SFDR & Taxonomy are a game changer for ESG investing

= Need for adequate metrics
= Adequate, reliable and forward-looking data

= |ntegration into financial accounts — e.g., new approaches to measure social capital,
human capital and cultural capital

= A consolidated global sustainability disclosure standard is underway: International
Sustainability Standards Board (ISSB) from the International Financial Reporting
Standards (IFRS) Foundation.
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% DPAM

DEGROOF PETERCAM ASSET MANAGEMENT

Sustained dedication
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% DPAM

DEGROOF PETERCAM ASSET MANAGEMENT

THANKS TO YOUR PARTICIPATION TO OUR OUTLOOK 2022: A SILVER LINING,

DPAM WILL DONATE THEIR GOODIE-BUDGET
TO “THE OCEAN CLEANUP”

The Ocean Cleanup, a non-profit organization, is developing
advanced technologies to rid the world’s oceans of plastic.

@ CLEAN UP what is already polluting our oceans
y INTERCEPT plastic on its way to the ocean via rivers

SCIENTIFIC RESEARCH
to understand the problem and develop cleanup solutions

© The Ocean Cleanup



HEAD
OFFICE

Belgium

LOCAL
OFFICES

degroofpetercam.com

+3222879111

Dpam
@degroofpetercam.com

/degroofpetercam
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dpamfunds.com
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1040 Brussels
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DISCLAIMER

The information contained in this mail and attachments (hereafter the ‘documents’)
is provided for pure information purposes only.

Present documents do not constitute investment advice nor do they form part of an offer or solicitation for the purchase of
shares, bonds or mutual funds, or an invitation to buy or sell the products or instruments referred to herein.

Applications to invest in any fund referred to in these documents can only validly be made on the basis of the Key Investor
Information Document (KIID), the prospectus and the latest available annual and semi-annual reports. These documents
can be obtained free of charge at Degroof Petercam Asset Management sa, the financial service provider or on the website
www.dpamfunds.com.

All opinions and financial estimates herein reflect a situation at the date of issuance of the documents and are subject to
change without notice. Indeed, past performances are not necessarily a guide to future performances and may not be
repeated.

Degroof Petercam Asset Management sa (“DPAM”) whose registered seat is established Rue Guimard, 18, 1040 Brussels
and who is the author of the present document, has made its best efforts in the preparation of this document and is acting
in the best interests of its clients, without carrying any obligation to achieve any result or performance whatsoever. The
information is based on sources which DPAM believes are reliable. However, DPAM does not guarantee that the
information is accurate and complete.

Present documents may not be duplicated, in whole or in part, or distributed to other persons without prior written
consent of DPAM. These documents may not be distributed to private investors and their use is exclusively restricted to
institutional investors.

For investors in Switzerland, the prospectus, the articles of incorporation of the fund, the latest activity reports and the key
information documents are available free of charge at Bank Degroof Petercam (Switzerland) Ltd, 8 Place de I'Université,
1205 Geneva, Representative Agent and Paying Agent. It is reminded that past performances are not necessarily a guide to
future performances and may not be repeated. Performance does not include commissions or fees charged on subscription
or redemptions’ units.
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