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3-1 Breckinridge Capital Advisors

FIGURE 1: HOW ESG IS INTEGRATED INTO BERECKINRIDGE'S CREDIT RESEARCH PROCESS

FUNDAMENTAL
CREDIT RESEARCH

ESG ANALYSIS &
ENGAGEMENT

PROPRIETARY SCORES,
RATINGS & VALUATION

FIGURE 2: CREDIT UPGRADE/DOWNGRADE FOR ESG RISKS

Company A:
ESG Upgrade

Company B:
ESG Downgrade

Internal Rating
-3

BEB+
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3-2 Hermes Investment Management

FIGURE 1: HERMES CREDIT'S INVESTMENT APPROACH

EOS
Engagement
specialists

Hermes
Credit

Responsibility
Sets ESG policies
and consults with

investment teams on
ESG integration’

QESG Scores
Proprietary
quantitative ESG
scores

Source: Hermes Credit.
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ESG ESG
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QESG ESG
QESG Hermes Equity Ownership Services(EOS)
QESG
ESG Petroleos Mexicanos
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Petroleos Mexicanos

ESG

3-3 Insight Investment

FIGURE 1: INSIGHT INVESTMENT'S RISK CHECKLIST

ESG Risk Assessment—Internal and External Analysis

Liquidity

the impact on the issuer's liquidity?

Contingent liabilities

Regulatery risk FERTE Lation?

and governance [ESG) governance risks?

—
=
wizak share price pressurize management?

LB O/Activist risk

activist shareholder?

* Assuming no access to capital markets in the next 24 months, what is

= What is the magnitude of the issuer’'s off-balance-sheet liabilities such
as pension deficits, operating leases, acquisition earn-outs, atc.?

= Towhat extent is the issuer's industry subject to regulation and

Environmental, social, * |s the issuer properly managing environmental, social, and

= Doesthe issuer have an appetite for debt-financed M&A? Does a

= Could the issuer be subject to an approach from private equity or an

. 1-5
rating

Materiality Assessment: Is the Risk in the Price?

Bond
value

k'l

Sowrce: Insight Investment. For illustrative purposes only.

ESG
ESG

ESG

ESG

ESG

ESG

111
Insight

ESG
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ESG

ESG
ESG
ESG ESG
FIGURE 2: INSIGHT INVESTMENT'S ESG RATINGS FRAMEWORK
Overall Score .
Mormalized industry-adjusted score 1-5 E::S?:
| Risk
Checklist

Environment Pillar Social Pillar Governance Pillar
Absolute score 1-5 Absolute score 1-5 Absolute score 1-5
Natural Pollution People Products Sl Behavior
Capital Governan
Toxic Labor Business
ethics

: -- : e

Product safety  Controversial

Water

emissions stress emissions management and guality Sourcing
Carbon Biodiversity and Health and .
vulnerahility tand use LT safery  Chemicalsafety
Product Raw material Human capital ?::dmm?
footprint sourcing development
safety
q Supply Privacy and data
FrEwehy chain sacurity
Health and .
risk

Accounting

Assessed category for all issuers

Source: Insight Investment and MSCI Inc. For illustrative purposes only. Based on MSCI ESG ratings framework.

ESG

ESG

ESG

ESG
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3-4 MAN GLG
FIGURE 1: AGROKOR BOND (9.875% OF 05/19) PRICE CHART (AGROK-XS0776111188)
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3-5 PIMCO

ESG
(15 )
(25 )
(60 )
PIMCO ESG
PIMCO
ESG
ESG
ESG

ESG

ESG

60
ESG

PIMCO

ESG
ESG
(Leading Practice)

ESG

PIMCO

(Significant
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Concerns) 5 ESG

FIGURE 1: THE PIMCO ESG SCORING SYSTEM

PEER ASSESSMEMNT TREMD AMALYSIS PIMICO ESG SCORE FUNDAMENTAL VALUATION
Leading Practice Improving 50 Leading Practice Cheap
Better Than Peers 4.0 Better Than Peers

In-line with Peers Stable 30 In-line with Peers Fair
Weaker Than Peers 20 Weaker Than Peers
Significant Concerns Deterigrating 10 Significant Concerns Rich

Source: PIMCO. For illustrative purposes only.
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PIMCO ESG
ESG 11
PIMCO ESG
(60 ) (25 ) a5 )

(15 )

(25 )

ESG
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M&A

CEO

PIMCO
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FIGURE 2: ESG HEATMAP FOR MAJOR BANKS BY REGION

Europe
us Canada UK [Core) Australia | Japan | China

Legend:
15% | Environmental ESG Quality

Swstainable Lending impact

Emironmental & Sustanablly Plan -
Green Bond [ssuance _
. Hov
25% Social P —

Systemuc Importance / Regulatory Emironment
Integration of ESG in Underwniting / Product Safaty -- m

Customer Privacy & Data Secunly

&0% | Governance

Culture / Business Conduct
Fisk Management / Risk Appetite -
coounting Quabty || | |
Board Quaily
Human Capital [traming experiise, incentives)

Source: PIMCO analysis as of 30 June 2018, Major banks include global and domestically systemically impor-
tant banks in each region. Percentages (15%, 25%, 60%) represent the relative weighting of each ESG pillar
in the overall ESG score.
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3-6 ROBECO

FIGURE 1: THE FIVE PILLARS OF CREDIT ANALYSIS

Company characteristics
Industry characteristics
Industry trends/outlook
Market position
Country/sovereign risk

Leverage/Liguidity

Coverage

Expected recovery

Margins

Financial forecasts

Management

strategy

Risk appetite

Growth strategy

Bondholder friendliness e

Financially material
issues

" Absolute impact

%, matters

Ownership structure
Corporate structure
Quality of covenants

Source: Robeco.

-3 +3

i)
ii)
iii)
iv)
v) SG

ESG

Glass Lewis, Sustainalytics
ROBECO

ESG

123

ROBECO 5

ROBECO SAM
ESG

36
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ESG

3-7 UBS-AM

FIGURE 1: UBS-AM'S INTEGRATED APPROACH TO CREDIT RESEARCH

UBS Fixed-Income
Credit Research [25+]

UBS Sl Research and Engagement > Additional ESG data sources
Materiality Company and country information

Identify material ESG factors In-depth sector and Dedicated ESG information

and issues for credit assessment @ company knowledge

Top-down views _

Long-term sustainable expertise @ Forward-looking ~ Meetings and calls
with issue and trend analysis assessment of ESE rizks Dedicated ESG discussions

Bottom-up research [direction)
Ongoing collaboration for

company analysis External ESG dah_i and
research providers
Engagement Underlying data, industry positions,
Proactive engagement with issuers ESG ratings
\ J
A

Sustainability impact on the credit profile
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3-8-1

ESG
ESG
ESG

ESG

3-8-2

ESG

ESG

ESG
ESG
ESG
ESG
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ESG
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UBS AM)
ESG

ESG

(Insight)
(UBS AM)
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