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Housekeeping

* Today’s webinar is scheduled for 60 minutes including Q&A.

 All participants are muted throughout the webinar.

* We welcome comments via the Chat button and questions via the Q&A
button on your screen.

 This webinar will be recorded and uploaded onto CFA Institute Asia-

Pacific Research Exchange (ARX, www.arx.cfa) alongside the main

presentation.

© 2024 CFA Institute. All Rights Reserved
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Spotlight Trends — APAC sustainability & climate trends

Regulators drive more corporate
climate disclosures...
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Private debt takes a seat at
the climate transition table
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1-1. Regulation Drives More Corporate
Climate Disclosure




The Rise of ‘Orphaned Emissions?’ Reading The Fine Print
of Sustainability Reports

Reported vs. adjusted emissions for four publicly listed utility companies

Includes assets Actual company names
2,000 anonymized. Company A excluded
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EM ETS await wider climate reporting

Number of companies that have % of companies that reported emissions

Companies from MSCI ACWI IMI Markets under ETS Emissions Sectors regulated under the ETS Ave_r e Ll reported that they were regulated breakdown, if regulated by the ETS, from the
in 2022 (USD)
by the ETS* relevant markets
Waste, Domestic Aviation, Transport, Buildings, o
Korea Industry, Power 17 61 100%
Forestry, Waste, Domestic Aviation, Transport, o
e Buildings, Industry, Power S0 3 100%
Mainland China Power 8 7 100%
Japan (Tokyo and Saitama) Buildings, Industry 3 258 98%
Canada (Nova Scotia and - o
Québec) Transport, Buildings, Industry, Power 28 56 89%
EU Transport, Buildings, Industry, Power 84 167 86%
USA (California and RGGI) Power 13 146 80%
Switzerland Domestic Aviation, Industry, Power 82 24 67%
Other ETS (Kazakhstan, - o
Mexico, Montenegro) Transport, Buildings, Industry, Power n.a. 5 80%
Turkey Pilot ETS in 2024 n.a. 73 29%
Companies that domiciled in markets - - ) o
where ETS is under development Indonesia First phase in 2023, cover power n.a. 76 4%
Colombia Fully implement by 2030 n.a. 3 0%
Brazil n.a. n.a. 136 46%
Companies that did not Chile n.a. n.a. 26 19%
report to be regulated by Companies that domiciled in markets Taiwan, China n.a. n.a. 418 17%
ETS (n=8,500) where ETS is under consideration India n.a. n.a. 562 10%
Malaysia n.a. n.a. 97 7%
Thailand n.a. n.a. 148 6%
Others (markets with no official o
announcement on ETS) n-a n.a. n.a. 6,961 14%

Companies in the coverage sector may only fall under ETS regulation if they meet certain criteria such as operation size, therefore the disclosure rate was calculated based on the total number of companies reported to
be regulated by ETS. For companies that do not fall under existing ETS or do not have such disclosure under CDP C11.1, we use total number of companies from domiciled markets for disclosure rates in the

M S C I corresponding cells (grey shading). Russia, Ukraine, Vietnam, Nigeria and Pakistan also have ETS under development or consideration. These are not included in the table as there were no constituents in the MSCI ACWI
IMI universe domiciled in these markets. Data as of November 2023. Source: International Carbon Action Partnership, MSCI ESG Research
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1-2. The SFDR s Unlntended
Consequences for Emerging Markets




The SFDR’s Unintended Consequences for Emerging Markets

Emerging-market companies may find it harder to meet criteria for select PAls than their developed-market peers

Analysis based on constituents of the MSCI

PAI 2 . PAI 3 . P.AI 6 . PA .11 PAl .1 3 . ACWI Index as of June 2023, which
Carbon intensity GHG footprint E_nergy |ntenS|_ty for M_echanlsms_ to Board diversity included 1,205 emerging-market issuers
(EVIC) (sales) high-impact climate mo_n|t<_)r compllance and 1,490 developed-market issuers. We
sectors with international compared the percentage of emerging-
norms 40 market issuers in each sector that pass the
. . . PAI criteria to the pass rate for their
Communication se rvices _— 0.0 -13.9 -11.8 developed-market counterparts. Thresholds
. . are set at the level of the applicable
Consumer discretionary [NNESONNIN MUNNCORNN EEIN  <- 83 - s e vorst 0% of germers an
at the sector level (the worst 5% of
5 Consumer staples _— 0.0 -9.6 -15.7 20 performers get screened out) for PAls 2, 3
B and 6. PAI 11 is a pass or fail (building on
0y Energy _ -5.3 -15.8 reported policy data as per the forthcoming
»n 10 review of MSCI SFDR PAI 11); PAI 13, board
n Financials _— . -13.0 diversity, requires a minimum of one
©) woman. A negative figure means the pass
companies while a positive figure means
Industrials -17.9 the pass rate was higher for emerging-
-10 market companies. Sectors were defined
20 Standard (GICS®). GICS is the global
Materials 224 -20.8 industry classification standard jointly

developed by MSCI and S&P Global Market

-40

@ Higher pass rate for emerging relative @ Higher pass rate for developed relative
to developed markets to emerging markets
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Workers Feel The Heat

Labor-management risk exposure for the 10 most heat-vulnerable economic activities

MSCI
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Updated

Analysis covers constituents of the
MSCI AC APAC IMI, categorized
using NACE (European
classification of economic
activities) section codes, with the
10 most heat-vulnerable economic
activities included in the chart. Our
assessment of the vulnerability of
each activity is based on the
productivity loss at a WBGT of
22°C, looking at physical activity
and prevalence of air conditioning
— a higher value implies a higher
vulnerability. Our assessment of
exposure to traditional labor-
management-related risks includes
elements such as revenue per
employee, workforce size,
geographical location and a history
of unrest, with a higher score
implying a higher exposure to
productivity-related risks. Data as
of January 2024. Source: MSCI
ESG Research LLC.
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3. Private Debt Takes a Seat
at The Climate-transition Table




Private Debt Takes a Seat at The Climate-transition Table

Carbon intensity vs. estimated change in EBITDA margin when carbon price moves to USD75/tCO2e

G i Expansion capital Carbon-intensity estimates are
eneralist calculated only for companies
Buyout within the MSCI Private Capital
Other Solutions data universe. Therefore,
0 : properties, natural-resource
Q ﬂ Mezzanine investments and infrastructure
assets generally do not have
-20 0 e available estimates yet. The
aggregate investment valuation is
Venture Other almost USD 4 trillion,
-40 capital corresponding to ~90% of the
Burgiss Manager Universe, in
60 Generalist portfolio companies with carbon-
Estimated Senior intensity estimates: ~96% in
. private equity and ~57% in private
change I_n -80 debt. The carbon prices are based
EBITDA margin on the World Bank’s Carbon Pricing
(basis points) Dashboard. Data as of June 2023.
-100 Source: MSCI ESG Research and
MSCI Private Capital Solutions
(formerly Burgiss)
-120 Distressed
-140
-160
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Investments in Nature Via The Voluntary Carbon Market

Nature is becoming a much more investable prospect

USD bil.
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Data has been obtained from three
main sources: (1) a survey of
market participants conducted
during April and May 2023, (2)
analysis of more than 400 public
announcements of capital raises
for low-carbon funds and (3)
modeled investment for over 7,000
projects, both registered and in the
development pipeline. Data as of
June 30, 2023. Source: MSCI
Carbon Markets (formerly Trove
Research)
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Investing in Nature

Contribution to global species loss differs substantially between sectors

Potentially
Disappeared
Fraction of
Species,
normalized
by USD mil.
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Real estate

GHG emissions-related

MSCI ACWI
Index

Energy

The chart shows five sectors with the highest
potential contribution to global species extinction,
with the average for all constituents of the MSCI
ACWI Index for reference. We have calculated the
PDF, based on company-specific land use, water
consumption and GHG emissions. For this purpose,
we have created estimation models to fill data gaps
to create an emissions inventory and focused on the
direct operations of a company only. We have
translated these location-specific pressures into the
“midpoint” impacts such as habitat change, climate
change, acidification or ecotoxicity according to the
scientific models developed by LC-IMPACT. We have
used the MSCI Asset Location Database to identify
location-specific company activities. We have
aggregated these midpoints into endpoint impacts on
terrestrial, freshwater or marine biodiversity. The
resulting PDF metric is a fraction and therefore
“unitless.” We have calculated the average PDF per
sector and normalized it by revenues (in USD
millions). Sectors refer to GICS® sectors. GICS is the
global industry classification standard jointly
developed by MSCI and S&P Global Market
Intelligence. Data refers to all constituents of the
MSCI ACWI Index as of Nov. 2, 2023. Source: MSCI
ESG Research
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5. Managing Al




Managing Al: The Basics Still Matter

APAC companies across the Al value chain may need better guardrails and privacy provisions

mﬂ"'|||||mm|:::::::::::

Model training 22%
& application
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@ Privacy rights for users (access, modify, delete)
@ Users opt-in, or collected data has no seconda ry purpose

Privacy-by-design integrated into product d evelopment

MSCI
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Application

development

Universe of analysis: 31 companies
with three or more patents in areas
related to “generative Al” (Google
Patent search terms: generative Al,
large language model, deep
learning and neutral networks) that
were constituents of the MSCI AC
APAC Index, as of Sept. 25, 2023.
Companies were then grouped into
two camps: 1) those involved in
both Al foundation-model training
and development of applications,
such as companies in
semiconductors and
semiconductor equipment,
interactive media and services and
software and services; and 2)
those mainly engaged in
developing applications leveraging
Al technologies, such as health-
care and consumer-goods
companies. Source: MSCI ESG
Research
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About MSCI: ESG

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 50 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

Information Classification: GENERAL
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Notice and 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 may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are derived from calculations using historical data. Neither these Signals nor any description of historical data are intended to provide investment advice or a
recommendation to make (or refrain from making) any investment decision or asset allocation and should not be relied upon as such. Signals are inherently backward-looking because of their use of historical data, and they are not intended to predict the future. The relevance, correlations and accuracy
of Signals frequently will change materially.

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 thatindex. 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 MSCI 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. The calculation of indexes and index returns may deviate from the stated methodology. 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 relevantindex 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 msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. 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 a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such, provided that applicable products or services from MSCI ESG Research may constitute
investment advice. 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. MSCI ESG and climate ratings,
research and data are produced by MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information from MSCI ESG Research LLC. MSCI Indexes are administered by MSCI Limited (UK).

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or MSCI Inc. (collectively, “MSCI”) and that these relationships create potential conflicts of interest. In some cases, the issuers or their affiliates purchase
research or other products or services from one or more MSCI affiliates. In other cases, MSCI ESG Research rates financial products such as mutual funds or ETFs that are managed by MSCI's clients or their affiliates, or are based on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity
indexes include companies that subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they manage. MSCI ESG Research has taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of
its research and ratings. More information about these conflict mitigation measures is available in our Form ADV, available at https://adviserinfo.sec.gov/firm/summary/169222.

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 S&P Global Market Intelligence. “Global Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Global Market Intelligence.

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.

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
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Contact Us

AMERICAS EUROPE, MIDDLE EAST & AFRICA ASIA PACIFIC

United States

Canada +1416687 6270 Germany +4969 133859 00

Brazil + 5511 4040 7830 Switzerland + 4122 817 9777

Mexico + 52 81 1253 4020 United Kingdom + 44207618 2222
Italy + 39 02 5849 0415

* = toll free

+1 888 588 4567 * South Africa+ 27 21 673 0103

France + 33176769 810

msci.com/contact-us

MSCI

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.

Information Classification: GENERAL

China +86 21 61326611

Hong Kong + 852 2844 9333
India +91 2267849160

Malaysia 1800818185 *

South Korea +82 70 4769 4231
Singapore +65 67011177

Australia +612 9033 9333
Taiwan 008 0112 7513*

Thailand 0018 0015 6207 7181*
Japan +81 34579 0333
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