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A call to action

The EU Commission longerm plan for a climate neutral economy

The Commission calls
r a climate neutral
urope by 2050

Committing to climate-
utrality by 2050:
mmission proposes

uropean Climate Law
and consults on the

European Climate Pact

European Commission
November 28, 2018

European Commission
March 4, 2020

Source: UBS Asset Management.
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Commission raises
imate ambition and
oposes 55% cut in

emissions by 2030

European Commission
September 17, 2020



EU action plan timeline

A combination of benchmarks,taxonomy and disclosuresregulations

Jul 2018 Dec 2019 Mar 2020 Dec 2020 Mar 2021
The Technical European TEG (Technical The Delegated acts

Expert Group commission Expert Group) are published in the

(TEG) on announces the publishes its final Official Journal of

sustainable EU Green Deal report on EU the European Union

finance is set up

Mar 2018

Action plan to
finance
sustainable
growth is
published

Sep 2019

TEG (Technical
Expert Group)
publishes its final
report on climate
benchmarks and

Taxonomy

Jan 2020

EU Commission
announces the
Sustainable EU
Investment Plan,
the investment

“cl af k _pi jpillaCdptie Green

disclosures

Source: UBS Asset Management.
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Deal

on 3 Dec and (SFDR)
entered into
application on 23
December
® ® ® o
Jul 2020 Jan 2021
EU Commission Delegated Acts
published Delegated specifying which

Acts specifying sectors to exclude
minimum standards from Parisaligned
for Climate benchmarks

Benchmarks and
respective ESG
disclosures

Application of Level 1
requirements of the
Sustainable Finance
Disclosure Regulation

Q1 2022

Application of Level 2
requirements of the
Sustainable Finance
Disclosure Regulation

(SFDR)
o o
Jan 2022 Dec 2022
Administrators of Commission to
significant adopt Delegated

benchmarks to
provide one or
more EU Climate
Transition
benchmarks

Acts on Taxonomy
for remaining
environmental
objectives



MSCI Climate Paris Aligned indexes

Exceeding the minimum standards for EU Pa+ridigned Benchmarks (PAB)

Minimum Standards MSCI Climate Paris-Aligned Index
Minimum Scope 1+2+3 Carbon
Intensity Reduction V Minimum reduction in GHG Intensity (Scope 1+2+3)50%
Eha.lse.-in OI; 8092e43 clrle Exceeds Minimum Standards
TSSO BEVER 24 JiEels Scope 3 GHG Emission Data included since 1 June 2020
@ Baseline exclusions:
.a:ﬁ Do No Harm Principles AESG Controversy Score = 0
o V AEnvironmental Controversy Score=0or 1
‘g Acontroversial Weapons
3‘23 ATobacco

Activity exclusions:
Business Involvement exclusions AThermal Coal Mining (1% or more revenue)

\/ Aoil & Gas (10% or more revenue)
APower Generation (50% or more revenue)

Source: MSCI, COMMISSION DELEGATED REGULATION (EU) 2020/4757 of 17.7.2020 supplementing Regulation (EU) 2016/1011 of geafBarliament and of the Council as regards minimum standards
for EU Climate Transition Benchmarks and EU Pafiigned Benchmarks. Source for the index is MSCI.
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MSCI Climate Paris Aligned indexes

Above and beyond the minimum standards for EU Parisligned Benchmarks (PAB)

Minimum Standards MSCI Climate Paris-Aligned Index

7% Year -on-year self - Exceeds Minimum Standards
' decarbonization trajectory Minimum average reduction (p.a.) in GHG Intensity relative to the base dat&0%
= -
2 I\B/Irlg\',\r;;luénes;ﬁﬁg {?atio Exceeds Minimum Standards
S Minimum ratio of Weighted Average Green Revenue / Weighted Average Brown Revenudetimes
o (Voluntary)
O
= Exposure constraints \/ NACE (High Climate Impact) of EU PAB = NACE (High Climate Impact) of Benchmark
z e —
O Corporate Target Setting \/ Minimum increase in aggregate weight in companies setting target20%

Minimum reduction in Weighted Average Potential Emission§0%

Minimum increase in Weighted Average Low Carbon Transition Scor&0%

Minimum reduction in weighted average Extreme Weather Climate Valuat-Risk:50%

Aggregate Climate Valueat-Risk under 1.5degree scenario>= Max(0, Aggregate Climate VaR
of Parent Index)

Above and beyond
minimum standards

Minimum increase in Weighted Average Green Revenu&00%

Source: MSCI, COMMISSION DELEGATED REGULATION (EU) 2020/4757 of 17.7.2020 supplementing Regulation (EU) 2016/1011 of freaftRarliament and of the Council as regards minimum standards
for EU Climate Transition Benchmarks and EU Pa#iigned Benchmarks. Source for the index is MSCI.
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The methodology
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From Core Exposure to Par&ligned Benchmark

Not only meeting, but exceeding EU Minimum Standards

Core
Exposure

BaselineExclusions | = | Activity Exclusions

. @ Environmental Controversy

® =G Controversy Score = O @ Thermal Coal Mining

(1% or more revenue)

Score=0or1 / @ Oil & Gas (10% or
@ controversial Weapons more revenue)
@® Tobacco ® Power Generation
(50% or more
revenue)

Source: MSCI, UBS Asset Managemeriitor illustrative purposes only.
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Optimization | MSCI Climate
Process - | ParisAligned Index
Meet & Exceed EU PAB " @ Resulting portfolio
Minimum Standards ‘. categorized under SFDR
Transition and Physical ~/  Art9(3)
Risk Objectives " @ EU Parisligned

Benchmark aligned

Transition Opportunities
|

Diversification Objectives




Optimization Process

Usesthe MSCIBarra Global Equity Model for Longlerm Investors (GEMLTL)

V' 20% Min

”?Cf ease weldo®
N companies
Setting targels

.Weight as a, \(\’&

7
o “iple of its we'S >

Transition and Physical Risk 3 <)
. . — > 0
Objectives 33 % ~ D
7% ® 3/ S S

Transition Opportunities °.%° < &
| = % O
% 0075 O

Diversification Objectives

Specific RiS%

l Aversion I

10% Min <
increase

. LCT Score l

Min. Standards for EU PAB

Source: MSCI, UBS Asset Management.
1 The Energy GICS sector is not constrained
For illustrative purposes only.
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To Parisalignment and beyond

Key features of the MSCI Climate Paris Aligned index

Transition Risk Physical Risk
Acarbon Footprint Reduction @ APhysicaI Risk Climat¥aRis at least
(Scope 1+2+3) 50% lower than parent
~=7
AMin 20% overweight companies
with carbon-reduction targets
AUnderweight companies with
Transition Risk MSC| Climate

Aavoid pure divestment @

ALower Fossil Fuel Exposure Paris A“gned

Indices
1.5° Alignment Green Opportunity
Aseltdecarbonizationat 10% p.a. @ AWeighted AverageGreen Revenue %l

AcClimate VaRunder 1.5°C scenarioVaR> = 0 Min 100% increase
AGreen / Brown ratioii 4 times higher

Transition and Physical Risk
than parent

Objectives
I — ACompanieswith Climate Solutionst
Transition Opportunities Overweight

Source: MSCI, UBS Asset Management.
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Paris-bo mj hof el FUG! t
p Relevant Metrics
from MSCI

Anja Ludzuweit

May 2021




MSCI call to action:
The role of capital in the Net -Zero Revolution

Under Business-as-Usual, MSCI ACWI
IMI will be scarcely greener in 2050 The MSCI ACWI IMI netzero tracker

than in 2020, with an estimated 80%

of companies exceeding the emissions ﬁ April 20,2021
budgetof f ef el up! cf ! xf mm! j

Capital markets are an essential and critical
force to drive the transition to net -zero with
concerted action from all participants,

GHG in Gigatons

A ranging from a reallocation of capital
by asset owners, 7 os 2 o eessreaaeeeed 168

A to effective channeling of funds )
by asset managers and banks to greener S : 5 5 5 E & fum
InveStmentS and Innovatlon’ @ ACWIIMI Total World Emissions — Stylized decarbonization path (IPCC)

« « AGWI IMI BAU projection World BAU projection World (Estimate for 2020 according BAU - Business As Usual

A alongside the commitment 1o Tollfson, Natue 2027

ofcompanles Dibsu!tipxt!tuifl!ijtupsjdbm!boe! gpufoujbm!lgvuvsf!usbk
Historical emission growth rates haven been 1.4% between 2010 and 2019.

Source: UNEP data from 2013 to 2019; MSCI illustration from 2020 until 2050. These figures are measured in metric tons of CO2equivalent emissions relative to
M S C I the history of the sum of scope 1 emissions of all MSCI ACWI IMI constituents (without index weight adjustments). 12




The net-zero revolution is also an opportunity to seize
for companies and investors

LCT Cumulative return of High LCT Score vs.
> B CATEGORY DESCRIPTION Low after controlling for factors
b . _ _ J] o! NTDJ!'t ! HFENMU! npef
o) Asset Potential to experience "stranding" of
3 Stranding physical or natural assets due to .

regulatory, market and technological
forces arising from "low - carbon”

transition. 6
Product Reduced demand for carbon-intensive
Transition products and services. Winners and 4

losers are defined by the ability to shift
product portfolio to low -carbon products.

Cumulative %

Operational Increased operational and capital cost

Transition due to carbon taxes and investment in
carbon emissions mitigation measures
leading to lower profitability of Flutes e A SRR Py e e S i !
companies.

Low Impact Limited exposure to "low-carbon”
transition risk. Companies could face
<, physical risk or indirect exposure to
transition risk via lending, investment
operations.

Solutions Potential to benefit through the growth of
low-carbon products and services.

Source: MSCI, The Foundation of Climate Investing, February 2021
M S C I GEMLT is the MSCI Global Total Market Equity Model for LongTerm Investors. Data from Oct. 31, 2013, to Jan. 31, 2021.
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Transition Risk - Sectors

Low Carbon
Transition
Score

SCORE =0

Low Carbon Transition

Category

Asset Stranding

Product
Transition .
Operational
Neutral
Solutions

MSCI

Low Carbon Transition Risk /
Opportunity

Potential to experience «stranding» of
physical/natural assets due to
regulatory, market or technology forces
arising from low carbon transition.

Reduced demand for carbon-intensive
products and services. Leaders and
laggards are defined by the ability

to shift product portfolio to low carbon
products.

Increased operational and/or capital
cost due to carbon taxes and/or
investment in carbon emission
mitigation measures leading to lower
profitability of the companies.

Limited exposure to low carbon
transition carbon risk. Though
companies in this category could have
exposure to physical risk and/or indirect
exposure to low carbon transition risk
via lending, investments, etc.

Potential to benefit through the growth
of low carbon products and services.

Examples

Coal mining & coal-based power
generation, Oil sands exploration /
production.

Oil & Gas exploration & production,
Petrol/diesel -based automobile
manufacturers; Thermal power
plant turbine manufacturers etc.

Fossil fuel-based power generation,
cement, steel, etc.

Consumer staples, Healthcare, etc.

Renewable electricity, electric
vehicles, solar cell manufacturers,
etc.

14



Transition Risk - Companies

Low Carbon Low Carbon MSCI MSCI EMU

Transition " Climate Paris | Examples in MSCI EMU
Score (LCTS) Transition Category EMU Aligned

SCORE = 0 Asset Stranding 0.00% 0.00% - -
Product 13.73% 3.12% SNAM SPA 2.25
Total SE 3.78
Daimler AG 5.34
Transition
Operational 8.68% 2.31% RWE AG 2.62
Heidelberg Cement AG 3.67
Deutsche Lufthansa AG 5.37
Neutral 71.77% 78.06% BASF SE 5.76
LVMH SE 6.19
Axa SA 6.65
Solutions 4.31% 14.87% Energias de Portugal SA 8.43
Verbund AG 10.00
SCORE =10 Siemens Gamesa Renewable
Energy SA 10.00
AOverweight p
Companies with Climate Solutions
AUnderweight p

Companies with Transition Risk

MSCI




MSCI EMU PAI Solution Example: Siemens Gamesa

A pioneering wind turbine manufacturer with nearly 40 years of low carbon technology experience:
100% of revenues in Clean Technology

POLICY RISK

Direct Emissions

Electricity Use

Value Chain

Technology Opportunities

3°C Scenario
2°C Scenario

1.5°C Scenario

MSCI

LOW

Image / SSP1

3°C Scenario
2°C Scenario -0.01%
1.5°C Scenario
3°C Scenario
2°C Scenario -0.01%
1.5°C Scenario
3°C Scenario
2°C Scenario -0.09%

1.5°C Scenario

+14.83%

https:// www.siemensgamesa.com /en-int

MID-RANGE
AIM CGE

-0.02%
-0.10%
-0.16%
-0.01%
-0.06%
0.12%
-0.03%
-0.58%
-1.77%

+8.68%
+99.81%
+100.00%

HIGH

AIM CGE LATE

-0.22%

-0.15%

-1.32%

+100.00%

AGGREGATED WARMING

POTENTIAL WITH
COMPANY TARGETS

The temperature

gauge below

illustrates the +
company's
aggregated
warming potential
with the
decarbonization
target taken into
account, marked in

blue displayed L
alongside

reference

temperatures

marked in black.

10.0°C

3.0°C
2.0°C

1.3°C

0.0°C
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Climate Value-at-Risk: A hybrid methodology

MSCI

AWhat is the $ valuation impact
on my portfolio holdings under
different climate scenarios?

AWhat are climate-related losses
or gains?

REPUTATION

17



