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¥ ESG investing is growing dramatically...why now?

UN PRI* Has Grown to Over 3,000 Signatories MSCI ESG Index linked equity ETFs 2140% growth
with $110 Trillion in AUM* of assets YOY

As of May 29, 2020
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M S ( : I *United Nations Principles for Responsible Investing . https://www.unpri.org/signatories
RN 2. Data based on Refinitiv Universe as of May 2020; only primary listings, and not cross-listings
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¥ Investors have become less tolerant of corporate ESG
Incidents

30 years ago, Exxon’s stock price barely moved when Exxon Valdez spilled 11mm gallons of oil on the Alaskan shore.*
Today, with social media allowing for immediate, global communication of issues, investors are making companies
accountable for their actions.
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¥ Greater understanding of potential financial benefits

ACADEMIC STUDIES BUILD CASE FOR FINANCIAL IMPLICATIONS

‘ Higher cost of capital

for poor ESG performers, including loan debt, bond debt, and cost of equity.

Higher volatility

for poor ESG performers and after ESG events such as spills, labor strikes, and fraud.

‘Accounting iIrregularities and
performance

linked to ESG and broad governance factors.

Sources: Chava, 2011; 20+ studies, both academic and industry; Lansilahti, 2012; Credit Suisse; Deutsche Bank; MSCI ESG Research, et al.; Huang, 2010; Bhagat and
Bolton, 2008; Cremers et al., 2005; Deutsche Bank, 2012; ISS, 2011; et al.
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¥ Foundations of ESG Investing
POTENTIAL IMPACTS ON PROFITABILITY, COMPANY RISK AND SYSTEMATIC RISK

MSCI ESG Rating

AAA
A

CCC

MSCI

AR

aH in 6'135
Q

Q

Q

Q1

o

Fundamental factor analysis

1. Transmission channel:
More profitable business

2. Transmission channel:
Better risk & compliance

3. Transmission channel:
Better stress resilience

controlling for other factors!

FINANCIAL PERFORMANCE

Company profitability
Higher profitability
More stable earnings
Higher dividend yield

Company specific risk
Lower incident frequency
Lower residual volatility
Lower draw-downs

Systematic risk
Lower common factor risk
Lower beta
Lower cost of capital

Source: Giese, G., Lee, L.-E., Melas, D., Nagy, Z., and Nishikawa, L. 2019. “Foundations of ESG Investing: How ESG Affects Equity Valuation, Risk and Performance.” 7
Journal of Portfolio Management 45 (5): 69-83.
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¥V ESG, Meet Industrialization

MSCI &

hand-crafted, e
1 company: 1 f
analyst | /N (.= o

‘scale’ driven,
specialization

scale + insight,
tech-enabled human
insights



¥ Alternative data helps minimize reliance on voluntary
disclosure to deliver key insights

Alternative datais a
significant input to ESG
Ratings model

100% -
Mandatory
20% Company
30% Disclosures
6 -
60% - Alternative
Data Sources
40% -
o/ _| Voluntary
20% 35% Company
ESG
Disclosure
0% -

2,434 constituents of the MSCI ACWI Index as of
November 30, 2017
Source: MSCI ESG Research

MSCI &

Alternative data sets are information about a company
published by sources outside of the company. We use
them to:

¢ Deliver insight not captured with voluntary company
disclosures

* Identify unexplored risks and opportunities

* Create innovative signals

REGULATOR
> Y DATASETS

Example data:
Product recalls
Consumer complaints

ALTERNATIVE
@) DATA
SOURCES

Example data:
Facility locations .
) ; Example data:
Mine productlon> ASSET- Controversial incidents
LEVEL Director malpractice
DATA

10



FINAL ESG RATINGS
(AAA-CCC)

¥ ESG Ratings methodology
> @ > @

IDENTIFY KEY SCORE KEY ISSUES
(0-10)

EVALUATE
CORPORATE ISSUES BY
GOVERNANCE INDUSTRY
Analysis begins with a Focus on most Focus on risk Identify leaders and
deep governance relevant ESG exposure not just laggards, not
assessment factors by industry disclosure business type
Quantitative Approach + Scoring Models Assess Risk exclusion
Exposure + Risk Management Industry-Relative
ESG Ratings (AAA-CCC) and
scores (0-10)

Ownership, Board, Pay, .
Accounting, Corporate Behavior Annual Consultation

LAGGARD

LEADER

REPORT =
COMPANY, INDUSTRY, ﬁﬁ RATINGS, SCORES PORTFOLIO ANALYTICS
AND THEMATIC REPORTS '==" AND DATA & ESG INDEXES

Sources: MSCI ESG Research

MSCI &

11



¥ ESG Ratings focus on most relevant ESG factors by

Industry

Carbon Emissions

Climate Product Carbon Footprint
Financing Environmental
Chan ge Impact
Climate Change Vulnerability
Water Stress
Natu. ral Biodiversity & Land Use
Capital Raw Material Sourcing

Pollution & Toxic Emissions & Waste
Packaging Material & Waste
Waste Electronic Waste

Environmenta cjean tech
| Green Building

Op po rtunities Renewable Energy

MSCI &

INDUSTRY-SPECIFIC

ENVIRONMENTAL (E) SOCIAL (S) GOVERNANCE (G)

Human
Capital

Product
Liability

Stakeholder
Opposition

Social
Opportunities

Labor Management

Health & Safety

Human Capital Development
Supply Chain Labor
Standards

Product Safety & Quality
Chemical Safety

Financial Product Safety
Privacy & Data Security
Responsible Investment

Ins. Health & Demographic Risk

Community Relations*
Controversial Sourcing

Access to Communications
Access to Finance

Access to Health Care
Nutrition & Health

UNIVERSALLY

Board

Corporate pay
Governance Ownership

Accounting

Business Ethics

Co rpor ate Anti-competitive Practices
. Corruption & Instability
Behavior

Financial System Instability
Tax Transparency

)

ESG

12
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¥ Align investor objectives with investment design

Incorporating ESG into investment strategy or creating products typically starts with
understanding client objectives, which may combine elements of managing long-term risk,
reflecting values and positive impact.

Investment Objectives Individual Objectives

Values “Our investments
should reflect
Integration our clients’ values”
“Incorporating ESG Values & Financial
Preferences RE

may improve our
investment results”

Financial returns Align portfolio with
investor’s ethical or political

values

ESG criteria
Impact

Values & Financial
Incorporate ESG criteria to Preference Al
enhance long-term return,

manage ESG financial risk

“We want our

investments to make

Generate measurable social a difference in the
or environmental benefits world”

as well as financial returns

MSCI & 14




¥ How to integrate ESG into indexes

ACWI ESG ESG ESG ESG
SCREENE AAA UNIVERSA FOCU LEADERS
A —
@
0
0 P 2
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Nuclear power, thermal cce Controversial Controversial Producers of nuclear Involvement in nuclear
coal, oil sands, tobacco, Weapons and Weapons, power, alcohol, gambling, power, alcohol, gambling,
controversial weapons, red flag tobacco and red tobacco, civil firearms; tobacco, civil firearms;
nuclear weapons, civil controversies flag any tie to controversial any tie to controversial
firearms, UN global controversies weapons, red-flag weapons, red-flag
compact breaches. controversies. controversies.

sl
M S ' I Source: MSCI Inc. 2020, MSCI ACWI: Large and mid cap stocks from developed and emerging markets 15
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¥ MSCI ESG Index construction approaches

Trade-off: ESG integration versus tracking error and turnover

8.5 1

8.0 T

7.5 T

7.0 T

ESG Score

6.5 A

-

SR

-

ESG Focus Trade-off _--

-
-
-

JPtian @ ESG

-

-~ Leaders

- ESG

-

Turnover %

-
-
-

-7 Universal
6.0 =7
@ ACWI -7
55 o - ESG
Screened
5_0 T T T T T T T T 1
0 0.1 0.3 0.5 0.7 0.9 1.1 1.3 1.5

Source: MSCI Inc. 2020

MSCI &

Tracking Error

1.7
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¥ MSCI Indexes during the COVID-19 market

C”Sls Relative performance from 31 December 2019 to 31 May 2020

104

103 SRI: Top 25% per sector

LEADERS : Top 50% per sector

101

FOCUS: Optimized
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¥ MSCI Indexes during the COVID-19 market

C”SlS Active return attribution from 31 December 2019 to 31 May 2020
Currencies

. . . Stock-specific 059
Attribution is done oo iiif’
with a global equity st
factor model e -
supplemented with ' 3ot
an ESG factor Lao%

2.13%

0.32%
separate the pure N "

-0.43%
ESG effect from Lome
. -2.08% -0.59%
quality, low
volatility and other
effects
MSCI ACWI ESG UNIVERSAL MSCI ACWI ESG LEADERS MSCI ACWI ESG FOCUS MSCI ACWI SRI

P
M S ‘ I Source: MSCI Inc. 2020 Attribution is done with a global equity factor model with an ESG factor (GEMLT ESG model) 18
N




Y Konkluziok

* Intézményi befektetdi oldalrol tovabbra is névekvé igény van ESG szempontok figyelembe vételére a befektetések
kezelése soran, ideértve a klimavaltozas okozta kockazatokat

* A gyenge gazdasagi novekedés mellett, és a terjedd hozamsivatagban egyre kevésbé megbocsathatdak a lathaté
veszteséget okozo vallalati botranyok és botlasok

* NOvekvo jelentési kotelezettségek mellett alternativ adatforrasok hasznalataval és innovativ adatbanyaszati
technikakkal szolgalhato ki a kapcsolodo adatigény

* AKkoronavirus kivaltotta valsaghelyzetben relative jol teljesitettek a defenziv jellegi ESG befektetések

MSCI & 19




¥ About MSCI

About MSCI ESG Research Products and Services

MSCI ESG Research products and services are provided by MSCI ESG Research LLC, and are designed to
provide in-depth research, ratings and analysis of environmental, social and governance-related business
practices to companies worldwide. ESG ratings, data and analysis from MSCI ESG Research LLC. are also
used in the construction of the MSCI ESG Indexes. MSCI ESG Research LLC is a Registered Investment
Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc.

About MSCI Inc.

MSCI is a leading provider of critical decision support tools and services for the global investment community.

With over 45 years of expertise in research, data and technology, we power better investment decisions by
enabling clients to understand and analyze key drivers of risk and return and confidently build more effective
portfolios. We create industry-leading research-enhanced solutions that clients use to gain insight into and
improve transparency across the investment process.

To learn more, please visit www.msci.com.

MSCI

20
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' Contact us

AMERICAS

EUROPE, MIDDLE EAST
& AFRICA

ASIA PACIFIC

Americas +1 888 588 4567 *

Atlanta + 1 404 551 3212
Boston +1 617 532 0920
Chicago + 1312 675 0545

Monterrey + 52 81 1253 4020
New York + 1212 804 3901
San Francisco + 1 415 836 8800
Sao Paulo + 55 11 3706 1360
Toronto +1 416 628 1007

* = toll free

msci.com
clientservice@msci.com

Cape Town + 27 21 673 0100
Frankfurt +49 69 133 859 00
Geneva +41 22 817 9777
London + 44 20 7618 2222
Milan + 39 02 5849 0415
Paris 0800915917 *

China North 10800 852 1032 *
China South 10800 152 1032 *
Hong Kong + 852 2844 9333
Mumbai +91 22 6784 9160
Seoul 00798 8521 3392 *
Singapore 800 852 3749 *
Sydney +61 2 9033 9333

Taipei 008 0112 7513 *
Thailand 0018 0015 6207 7181 *
Tokyo +81 3 5290 1555

M S ‘ I The process for submitting a formal index complaint can be found on the index regulation page of MSCI’s website at:
https://www.msci.com/index-regulation.

21
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” Notice & disclaimer

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI"), or MSCI’s licensors, direct or indirect suppliers or any third party involved in
making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only. The Information may not be modified, reverse-engineered, reproduced or redisseminated in whole or in part without prior written permission from
MSCI. All rights in the Information are reserved by MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the issuing, offering,
sponsoring, managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other MSCI data, information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION
(OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY
IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages
even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable), any liability for death or personal injury to the extent that such injury results from the
negligence or willful default of itself, its servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. Past performance does not guarantee future results.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. All Information is impersonal and not tailored to the needs of any
person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy.

Itis not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable instruments (if any) based on that index. MSCI does not issue, sponsor, endorse, market, offer, review or
otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return related to the performance of any MSCl index (collectively, “Index Linked Investments”).
MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns. MSCI Inc. is not an investment adviser or fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked
Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may pay to purchase the securities
underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are frequently material differences between back tested performance results and actual results subsequently achieved by any investment strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI.
Inclusion of a security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain MSCI indexes. More information can be found in the relevantindex methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc.’s revenue includes fees based on assets in Index Linked Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations section of www.msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Except with respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its products or services recommends,
endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and MSCI's products or services are not intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc., clients of MSCI or suppliers to MSCI, and may also purchase research or other products or services from MSCI ESG Research. MSCI
ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body.

Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United States and
other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s. “Global Industry Classification Standard (GICS)” is a service mark of MSCI and Standard & Poor’s.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it deal on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research product or service
supports, promotes or is intended to support or promote any such activity. MSCI ESG Research is an independent provider of ESG data, reports and ratings based on published methodologies and available to clients on a subscription basis. We do not provide custom or one-off ratings or
recommendations of securities or other financial instruments upon request.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-pledge.

MSCI




