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Key takeaways

In the fourth quarter of 2021 we carried out a survey among 70+ investors, with assets under
management of approximately €18 trillion, to gauge their approach to ESG investment.

Whilst there are several conclusions to be drawn, here are some of the highlights:

A higher number of investors (31%) understand the importance of socially responsible investment without the need
of a regulatory ‘stick’ compared with 2019 (21%)

ESG strategies, as expected, vary depending on the fund, asset class, or geography as investors deal with
disparate data and objectives

In-house ESG expertise are preferred over advice from ESG rating agencies

Investors agree that for regulations to be impactful they need to be focused and specific, and investor initiatives
that are impactful need to be open to as many investors as possible

Substance, not labels, enhance ESG credibility. The top two actions cited by investors, showed ‘issuers
commitment to sustainability’ as being disclosure-based, (33% of investors cited quality reporting and targets), with

validation from external parties being cited by less than 5% of investors

Geographical width and economical depth - investors show clear appetite for sustainability debt from new
markets and new sectors

Trading premium for sustainability debt has become acceptable

Thank you to the 70+ participants, from over 10 major investment hubs, for making this analysis possible.
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Parameters of ESG investment strategy
Responses from 70+ investors with over EUR18 trillion in assets under management

e A higher percentage of investors stated that stewardship motivations were one of the two main reasons to incorporate sustainability strategies in 2021 compared to 2019

¢ Increased percentage of organisations are using ESG integration as sustainable investment strategy, with 42% of respondents claiming so compared with 28% from 2019

e Despite an increase in consistent application of ESG strategy (38%), application of ESG analysis continues to vary, within firms (e.g. by fund/mandate and asset class)

e 44% of investor respondents would not differ from their firms exclusionary policies. The most noted justification among the 41% who would are investments’ specific KPIs and uses of

proceeds
Drivers of sustainability strategies Implementation of sustainability strategies
What have been the two main motivations to incorporate sustainability strategies? How does your organisation incorporate sustainability into its overall investment strategy?
____________________________ 1 . . . __________________________o__l
Improve risk / return 31% +10% : Incorporating ESG into general risk factors 42% +14%
I
1 Exclusion / Negative screenin 26% +5%
Stewardship motivations 20% +10% | o S ————C A,
____________________________ Building out other sustainability-labelled portfolios
Improve reputation / brand 20%
Impact / thematic investing
P fi t . .
ressure from asset owners We do not incorporate ESG into our funds
Regulatory pressures Other
Political drivers Building a specific sustainability debt bond portfolio
Other Relative value / momentum strategies
0% 10% 20% 30% 40% 0% 10% 20% 30% 40% 50%
Sustainability strategy consistency Exclusionary policy exceptions
Is your organisation's ESG strategy consistently applied across investments? If your organisation has policies to exclude sectors or issuers would the use of a market-aligned sustainable
financing framework by an issuer for its debt financing allow for an exception and investment?
Yes 38% +11% Yes, but would depend on particular use of proceeds

or KPIs

*Yes, subject to the framework’s use of proceeds or

No, differs by fund / mandate KPIs aligning specifically to eventually achieve the...

35% +6%
. Yes
No, differs by asset class

N/A my organisation has no such exclusionary
policies

No, differs by geography

Other

No, other

Answer

0% 5% 10% 15% 20% 25% 30% 35% 40%

Source: NatWest Markets Global ESG Investor Survey 2019, NatWest Markets Global ESG Investor Survey 2021
Note: (*)Yes, subject to the framework’s use of proceeds or KPIs aligning specifically to eventually achieve the thresholds set out in the exclusion policy
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ESG tools for analysis and respective challenges
Balance between ESG ratings and their impact

¢ MSCI and Sustainalytics continue to be the most used ESG data providers, with other firms increasing their share of the ESG rating space (ISS ESG, Vigeo Eiris, etc.) compared to 2019
e Over 50% of investors use ESG focused analysts. Shift towards using dedicated ESG analysts away from portfolio managers (16%) compared to 2019 (38%)

¢ Only 8% of investors significantly take into account Credit Rating Agencies’ assessments of how ESG factors impact credit ratings, with 31% not using them at all, and 61% moderately
e Lack of reliable ESG data remains the largest challenge for investors with 35% of responses and 31% in 2019 with reputational or performance concerns rising from 6% to 12%

ESG Rating Agency usage ESG analysis responsibility
Which sustainability agencies support you in assessing an issuer's ESG profile? Who in your organisation is primarily responsible for ESG analysis?
______________________ o, __o_l ___________________________l
. MS,CI 24% (6%) 1 Combination of credit and ESG analyst 36% 1+27%
Sustainalytics 22% (1%) ! !
ISS ESG 16% +7% : I
! i % %
Vigeo eiris 10% +5% | Dedicated ESG analysts 25% +4 :
S&P/DJSI 9% : Credi | o 1
CDP | redit analysts 17% :
Sustainable Fitch pmmm 3% ~ -~~~ "~~~ """~~~ 777°7"7 . . 5 |
Refinitiv/LSEG Portfolio managers 16% (22%) |
Other e N
None - all internal analysis N/A, not actively analysed
None
Truvalue Labs N/A, fully outsourced
0% 5%  10%  15%  20%  25%  30% 0% 10% 20% 30% 40%
Credit Rating Agency usage Barriers to ESG investing
When analysing issuers, to what extent do you use or refer to the Credit Rating Agencies’ specific What are your two main barriers to ESG investing
assessments / modifiers of how ESG factors impact credit ratings?
Lack of reliable ESG data | 375°_A+_4°/::
Reputational / performance concerns 12% +6% 1
Moderately Regulatory inconsistencies 11%
Expensiveness/cost of ESG assets 10% (4%)
Inability to source ESG assets due to insufficient..
Not at all Cost of ESG analysis
Inability to develop a diversified portfolio
Fiduciary duty implications
None
Significantly Other
Inability to source ESG assets due to illiquidity
0% 10% 20% 30% 40%
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ESG regulatory influence / issuer and investor actions

Regulations are having stronger impact on investors

41% of Investors believe the Sustainability Finance Disclosure Regulation (SFDR) is among the most impactful regulations, with 19% noting the EU Taxonomy and 10% noting TCFD
Despite having a global sample of investors, there is a heavy focus on European standards & regulations

25% of investors want to see stronger global climate goals and 33% want more support to transitioning sectors and countries coming from of COP 26

The top two actions cited by investors that show an issuers commitment to sustainability are disclosure-based (33% of investors cited quality reporting and targets as the top two actions

an issuer can take), while validation from third-parties — e.g. via index inclusion, awards or ratings were each cited by less than 5% of investors - Improvement in ESG ratings declined in

importance (2% in 2021 vs. 26% in 2019)

Investors see the UN PRI and the Net Zero Asset Manager Initiatives as most impactful (impactful meaning has been successful in achieving initiative goals)

Impactful sustainable finance regulations

What investors want from COP 26

Please select two proposed/existing regulations you find to be most impactful on the sustainable
finance market

Sustainable Finance Disclosure Regulation (SFDR)
EU Taxonomy
EU Green Bond Standard

*Task Force on Climate-Related Financial..
ESG fiduciary accountability for asset owners
Climate and ESG risk scenario analyses
Corporate Sustainability Reporting Directive (CSRD)
Other:

0% 10% 20% 30% 40% 50%

Issuers commitment to sustainability

What do you see as the most critical areas of focus for the policy makers at COP26 to agree on?

More aggressive global climate goals / contributions :
Supporting transitioning countries, pcrticulcrly..I
Supporting transitioning sectors

A common green taxonomy

Carbon pricing

Co-ordination on new financial regulation

Developing public-private partnership 4%

0% 5% 10% 15% 20% 25% 30%

Investor actions

Which two actions best underscore an issuer’s commitment to sustainability?

Quality of sustainability reporting (e.g. TCFD)
Credibility of issuer’s sustainability strategy and..
Signing up to a third-party commitment/initiative
**Active sustainability engagement with..

Issuance of a GSS* bond

Inclusion in a sustainability index

Issuance of other sustainability debt instrument(s)
Other

External sustainability awards 2%

Improvement in ESG rating vis-a-vis peers 2% (24%)

0% 10% 20% 30% 40%

Source: NatWest Markets Global ESG Investor Survey 2019, NatWest Markets Global ESG Investor Survey 2021

What ESG investor Codlitions / pledges do you consider most impactful as an investor?

UN PRI 36%

Net Zero Asset Manager Initiative

Climate Action 100+

Institutional Investors Group on Climate Change
(leee)

International Corporate Governance Network (ICGN)

Other

0% 10% 20% 30% 40%

Note: (*)Task Force on Climate-Related Financial Disclosures (TCFD) (**) Active sustainability engagement with investors/stakeholders
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Outlook on sustainability debt bond market generally positive
More demand for high yield and emerging market issuers

¢ Investors continue to want a more diverse range of *sustainability debt issuance (i.e., new sectors, emerging markets) and high yielding sustainability debt products

e Investors seek more supply in the automotive, manufacturing, infrastructure sectors, and demand seems to have reduced for the FI and SSA sectors compared to 2019

¢ Investors are taking a more holistic, issuer wide approach (not reliant on alignment to a standard or an SPO or Rating) with over 40% of responses showing their assessment methods
relating to the issuers sustainability strategy or disclosure compared to 2019 where 67% of responses relied on external alignment or opinion

e Over 90% of investors believe that sustainability**** Use of Proceeds bonds will trade with either a modest or meaningful premium, in 2019 that number was only 52%, and 35% of
investors in 2019 believed that sustainability UoP instruments should trade with zero premium with 69% now feeling that a modest “greenium” exists, up to 5 bps

New sustainability debt issuance - types New sustainability debt issuance - sectors

Select up to three types of sustainability debt issuance you would most like to see Select up to four sectors from which you would like to see more sustainability labelled debt supply
Higher yielding green or social i 20% +5% 1 }Specific Automotive (electric vehicles) 18%+3% 1,
New sectors in green or social | NN 17% (7%)_ _ _ _ ' lissuers Manufacturing | 15% 1
Emerging market issuers in green or social 18% Infrastructure / public transport (trains. buses) 15% (5%)
Transition bonds Energy
Social, green and sustainability-labelled debt Specific Utilitie§
ESG-linked pricing with coupon step-up sustainability debt Consumer / retcil INENNN——— 7%
SDG bonds technologies Banks 5% (10%) }
Niche thematic bonds Sovereign NN 4% _ (73%) _ _ _ _ oo e )
ESG private placements / project finance 6% Agriculture 5%
Capital (corporate hybrids, Tier 2 or AT1) Social housing 4%
**Securitisation — cash and synthetic (MBS, ABS,.. . Insurar'me
Secured ESG Specific debt Supranotlongls / Agenue.s
Other structures Local / reg|opc'l authority
None Speciality lenders
. Fund assets
Commercial paper i T T T )
‘ ‘ ‘ ‘ ‘ ‘ 0% 5% 10% 15% 20%
0% 5% 10% 15% 20% 25%
Sustainability debt finance framework assessment Investor outlook on Greeniums
Which two factors are most important when assessing the robustness of Sustainability Debt finance Noting the scarcity of *Sustainable “Use of Proceeds” bonds, would you expect these instruments to
frameworks? o ______ trade at a premium/discount for the foreseeable future (6-12 months)?
Issuer’s sustainability strategy: 24% -‘|
o Level of dlsclosgreL ___________________________ 1 Modest premium, up to 5bps|r 69% +36% !
Eligible Use of Proceeds (green vs social) 14% tighter | 1
***Alignment with EU standards (e.g. EU.. I 13% Meaningful premium, 5bps+: :

23%  (34%)

Internal ESG scoring analysisi tighter N o L Y e e 3

External review by SPO provider !

External ESG rating for issuer) NN 5% (6%) _ _ _ _ _ _ _ _ __________ Modest discount, up to 5bps wider

Certification from Climate Bond Initiative
Quality of impact metrics

Clarity on allocation split

Assurance from independent accountant/auditor
Other

External ESG rating for bond

Meaningful discount, Sbps+ wider

1% Zero premium 6%
% (10%) | . . . . . . . .

0% 5% 10% 15% 20% 25% 0%  10%  20%  30%  40%  50%  60%  70%  80%

Source: NatWest Markets Global ESG Investor Survey 2019, NatWest Markets Global ESG Investor Survey 2021
Note: (*) Sustainable use of proceeds is referring to Green, Social, and Sustainable labelled bonds (**) Securitisation — cash and synthetic (MBS, ABS, CLOs)
(***) Alignment with EU standards (e.g. EU Taxonomy. EU Green Bond Standard) ESG Global Investor Survey 2021 | 7
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Overview of Institutional Investor Participants
Responses from 70+ investors with over EUR18trillion in assets under management

e Survey was completed by leading ESG-focused investors globally —with 29%
having dedicated ESG funds and further 51% using a mixture of ESG
strategies

e Investors from around the world participated with 30% from the UK, 35%
from Europe, 18% from North America and 17% from Asia

e Magjority of respondents were portfolio managers and 20% being dedicated
ESG analysts

e Survey was tailored specifically for the respondents based on PM responsibility
and rates/credit focus

e This survey covered a range of asset classes from Alternative credit to rates;
69% focused on investment grade credit (corporates and financials), 14%
focused on Rates (governments, supranational and covered bonds), and 13%
covered High yield assets

How does your organisation manage its ESG strategies

Investor breakdown by type

Investor breakdown by geography

A mixture of strategies

Dedicated ESG funds

Minimum ESG specific fund allocations

Minimum ESG dallocation for all funds

51%

[

I v

B s

FS%

0% 10% 20% 30% 40% 50% 60%

Fixed Income class of primary focus

m Portfolio
Managers
m ESG Analyst

u Credit Analyst

= Rates Analyst

Source: NatWest Markets Global ESG Investor Survey 2019, NatWest Markets Global ESG Investor Survey 2021
I Purple Text denotes delta between results from NatWest Markets Global ESG Investor Survey 2019 & 2021

| Denotes key points mentioned at the top of the page |
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mUK /Ire

m US / Canada

uAPAC

u G/A/S

m BeNeLux
Nordics

u Other

® France

H Southern Europe

m |G Credit (Corporates &
Financials)

% ® Rates (Government,

Supranational, Agencies,
Municipalities, Covered)

u Other (High Yield)
» Alternative Credit

= Money Market
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Disclaimer

This document has been prepared by NatWest Markets Plc or NatWest Markets N.V. (and/or any branches) (“NatWest Markets”) and is intended to provide you with a summary of potential transaction structures and terms and conditions that may
or may not lead to transactions being entered into between us. Unless and until we both agree to and sign formal written contracts, it is not intended that either of us is, or will be, bound by any of the proposed terms and conditions contained in this
document.

Nothing in this document should be construed as legal, tax, regulatory, accounting or investment advice, nor as a recommendation or an offer by NatWest Markets to purchase securities from you or to sell securities to you, or to underwrite any of
your securities or extend to you any credit or similar financing, or to conduct any such activities on your behalf. This document is provided to you on the understanding that NatWest Markets is not providing you with any investment advice within the
meaning of Article 53 of the FSMA 2000 (Regulated Activities) Order 2001.

NatWest Markets makes no representations or warranties with respect to this material, and disclaims all liability for any use you or your advisers make of it. Any views or opinions expressed in this material (including statements or forecasts)
constitute the judgement of NatWest Markets as of the date given and are subject to change without notice. NatWest Markets does not undertake to update this document.

NatWest Markets and its affiliates, connected companies, employees or clients may have an interest or position in, or deal in, transactions or securities (or related derivatives) of the type described in this material and may provide general banking,
investment banking, credit and other financial services to any company or issuer of securities or financial instruments referred to in this material.

The information in this document is confidential and is intended for use only by you and your professional advisers and may not be reproduced or disclosed (in whole or in part) to any other person without our consent.
NatWest Markets Plc is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.
NatWest Markets N.V. is authorised and regulated by De Nederlandsche Bank and the Autoriteit Financiéle Markten.

Version 03.11.2021
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