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Introducing QbrickS and taking sustainability integra-
tion to the next level in portfolio management

This concept provides an outlook on the next phase of integrating sustainability into our discretionary
investment process for equity, fixed income and multi-asset strategies at Metzler.

We're convinced that sustainability will become a
standard investment overlay in the next 10-15
years. By then, we expect almost 100% of global
assets under management to be covered by com-
mitments to invest responsibly, an outcome which
is not yet fully priced in by markets.

As tracked by the United Nations PRI (Principles for
Responsible Investments), regulating bodies
around the world relentlessly promote this out-
come, which has profound implications for the way
securities are traded. This is an ongoing investment
opportunity worth positioning for.

We thus provide our clients with a tool-box that en-
ables them to take advantage of economically rele-
vant sustainability aspects when allocating capital.
This concept is forward-looking and fully custom-
izable given its modular structure.

QbrickS allows individual preferences (and re-
strictions) related to sustainable investing to be em-
bedded into a macro-economically sound but fully
discretionary asset allocation process.

Clients can utilize QbrickS to subject negative (ex-
clusion) and positive (inclusion) lists to stress test-
ing. They can also use it to define their preferences
for issues like climate change, the UN Sustainable
Development Goals (SDG), risk premiums, and sec-
tor or regional allocations. This capability is unique
and differentiating.

Ultimately, QbrickS manages to tie longer-term
sustainability aspects with tactical and strategic
portfolio allocation. With this, we seek to lower
portfolio risk, increase potential to generate excess
returns and reduce transaction costs.

Aside from valuable insights for Metzler's own
portfolio risk management, QbrickS provides im-
portant guidance for active engagement with the
companies in which we invest — a prerequisite for
assessing corporate management quality and its
ability to create value in the long run.

20 years of experience in sustainable investing
Metzler Asset Management was a pioneer to sustainable
investing when the first ESG (environment, social and
governance) mandate was launched in 1999. Integration
of ESG has continuously adapted to best practices over
time and is now entering into its third decade.

As evidenced by our long-lasting partnerships with
leading ESG data vendors that were set up in the early
2000s, we have never seen sustainable investing as just
a trend. As one of the first German asset managers to
sign the United Nations Principles for Sustainable In-
vestment (UN PRI) in 2012, we now have one of their
best ratings worldwide. Today, we manage EUR 28 bil-
lion in sustainable assets, which represents 56% of total
AuM and 100% of listed equities and corporate bonds.

A new form of sustainability integration is required
We expect all assets under management will be subject
to some kind of sustainability commitment in the future
— an isolated glance at key performance indicators to
measure sustainability will no longer add value. In fu-
ture, true added value will only arise from concepts that
derive the fair value of securities as a function of sus-
tainability.

QbrickS in a nutshell: customized & modular sustainability
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We derive the term QbrickS from a modular and three-dimensional cube (Q) that
consists of building blocks (bricks), which integrate sustainability (S) aspects into a
consistent investment logic across all asset classes.

Source: Metzler
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Our multi-layered approach offers our clients the high-
est degree of flexibility to master these challenges.
QbrickS, our model for factoring sustainability into in-
vestments, combines a systematic top-down approach
with bottom-up stock picking to optimize a fund'’s risk-
return profile.

Why bother with sustainability investing?

Simply because capital markets are pricing this in. This
can be seen in the extreme intensity with which sus-
tainable investing is being discussed not only by aca-
demic literature but also by the global financial press
and television talk show roundtables.

Money flow reflects this heightened interest as the
share of global assets under management that is sub-
ject to investor commitments to invest responsibly is
rising. We expect growth trends to accelerate and lead
to an outcome where sustainable investing becomes a
standard.

Sustainable investing: a global standard in 10 to 15 years
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* While the “continuation” scenario projects historic growth into the future, the “ac-
celeration” scenario assumes increased a) trend following among global asset man-
agers and b) regulatory efforts to consider sustainability can drive AuM higher.

Sources: Metzler, Global Sustainable Investment Alliance

As tracked by the UN PRI, regulatory bodies around the
world are in the process of defining sustainability as-
pects as a strictly mandatory standard for asset manag-
ers who advise clients. This already influences the way
capital is being allocated. Neglecting to consider associ-
ated key performance indicators can cause explanatory
details to play less of a role in the analysis of a portfo-
lio's input factors.

Why consider sustainability as a factor?
It just makes economic sense. If there are key perfor-
mance indicators related to financial or non-financial el-

ements that flag a company as ‘low risk’ (as opposed to
‘high risk’), investors should have a great interest in un-
derstanding how to benefit from this.

Strong sustainability profiles based on leading third-
party vendor ratings are often associated with lower risk
and higher risk-adjusted returns’. Thus, there are two
main channels that link sustainability aspects to ac-
counting metrics: cash flow generation and valuation.
Returns on capital employed play a central role in this
regard.

In theory, companies with high sustainability ratings en-
joy competitive advantages over lower-rated peers amid
superior capital productivity. This is because higher-
rated peers benefit from a lower cost of capital that al-
lows the company to outperform the competition and
win market share.

Excursus: breaking down cost of capital into key drivers

CoC = cost of equity (re) X ER + cost of debt (rd) X DR
with
re = risk freerate (rf) + equity risk premium x

equity risk premium = market return (rm) —rf

oim  covariance (stock return (ri),rm)  oi

ﬂ 2

om variance (rm) T om

equity ratio (ER) = shareholders’ equity + total assets
and

rd = (rf + credit-rating- implied risk premium)
debt ratio (DR) = total debt + total assets X tax shield
tax shield = 1 — effective tax rate (etr)

etr = (pre- tax profit — net income) + pre-tax profit
Source: Metzler

We believe higher capital productivity (and valuation ra-
tios) of companies with more sustainable profiles can
be largely attributed to the following:

First of all, lower business risk implies stronger and less
volatile earnings and cash flow profiles. This benefits
the systematic risk factor beta (B) within the cost of eg-
uity equation —a measure for volatility in standard valu-
ation frameworks like the capital asset pricing model
(CAPM)2.
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Secondly, sustainably managed firms can benefit from
lower cost of debt because implied default risks are re-
duced by better credit ratings. This is offset to some ex-
tent by lower tax shields and higher effective corporate
tax rates due to increased tax reporting transparency
that rating agencies and regulators are pushing for.

Thirdly, returns on capital employed can be higher be-
cause competitive advantages enable the funding of oth-
erwise unprofitable projects. This can lead to higher top-
line growth and market share gains. In a best case, this
also goes hand in hand with a lower cost base — backed
by superior resource efficiency and human capital man-
agement with a positive spin on earnings profiles.

The more investors differentiate between these aspects,
the greater the impact of sustainability as an investment
factor (or risk premium) will be. It is precisely this out-
come for which our clients should position themselves.
We therefore need to establish an investment logic that
can translate sustainability aspects into accounting
terms and also into tactical (short-term) and strategic
(long-term) portfolio allocation.

Why combine top-down & bottom-up elements?

If the investment environment is characterized by only
mildly correlated movements of individual securities with
the broader markets, discretionary stock picking will be
the dominating approach for positioning (as was the case
from the mid-1990s to the mid-2000s). However, the cur-
rent setting is only suitable for this to a limited extent.

The global financial crisis led to a paradigm shift in 2007
that made consideration of top-down systematic mod-
els indispensable for explaining price changes across
asset classes. This is particularly true for equities that
are considered a product of other markets. The focus
here is on European equities (large caps) in particular.

Paradigm shift on the global equity markets
Market-cap-weighted average of 5-year correlation between a) total
return of single stocks and b) their STOXX 600 regional aggregate
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Sources: Metzler, Thomson Reuters DataStream

The paradigm shift lent new momentum to the structural
flow of assets from actively to passively and quantita-
tively managed funds, thereby reinforcing the need for
systematic investment approaches. Unless this trend re-
verses, we will continue to combine top-down and bot-
tom-up models to factor sustainability into portfolios.

Investing with QbrickS in three steps & three layers
In order to maximize the added value from our modular
tool-box, we follow a three-step logic. (1) We compile a
client profile based on preferences for the three layers
of our model: sustainability (layer 1), risk premiums
(layer ll) and thematic allocation (layer Ill). (2) We then
transfer our top-down investment logic to portfolio
strategies and (3) align these with our forward-oriented
positioning across all layers of the model.

(1) Understanding the client’s investment profile
Focusing on the client is key to the success of our mod-
el. To get the most out of a client's individual prefer-
ences (or constraints), we bear the client’s profile in
mind at all times, e.g. the client’s (i) strategy tilt, (ii) the
investment horizon and (iii) tolerance for certain levels
of volatility.

We then use stress tests to determine how this affects
the positioning in an investable universe, and we simu-
late more favourable alternatives that also meet the
needs of the client. This dialogue forms the basis for a
cooperation with clients on equal footing.

Client profile: strategy, investment horizon and volatility

Input Client
profiles
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. Sustainability

Negative (exclusion) lists
Positive (inclusion) lists

ESG strategies
Climate change
Impact

. Strategic tilt
Asset class exposure
Regional exposure
Strategy exposure

RN

. Volatility tolerance
High risk
Balanced risk
Low risk

LR

Source: Metzler

(2) Deriving a consistent & forward-oriented view
We use multivariate models to translate forward-looking
assessments of monetary and fiscal policy into fore-
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casts for the equity, foreign exchange and commodity
markets as well as for the economic cycle.

The output from these models can be used to a) fore-
cast absolute index targets (yield levels) for the equity
markets (bond markets) and b) determine relative posi-
tioning for excess return potential.

The starting point for this process is usually a change in
central bank policy which can have a profound ripple ef-
fect on the overall economic environment with conse-
quences for interest rates, economic growth, currencies
and commodity prices.

Macro view: consistent across asset classes

Rates
Ov‘\o*% = +/—Nominal short-term rates (2Y)

= A Nominal yield curve (10-2Y)
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Source: Metzler

Example: Let's assume the domestic central bank low-
ers short-term policy rates in order to stimulate the
economy while other central banks remain neutral. This
causes nominal yields on short-dated bonds in the do-
mestic economy to fall. While the change in monetary
policy has delayed effects on growth and consumer
prices, which in turn has a positive impact on nominal
yields on longer-term bonds, the yield curve steepens.

If monetary policy stimulus is credible, the inflation ex-
pectations of financial market players (as measured by
inflation-linked swap rates) will rise and push real rates
even lower.

It is important to keep an eye on trends in real rates be-
cause their rate differentials to other currencies is one
of the most important factors for explaining changes in
the domestic currency. A lower real rate differential has
a negative impact on the trade-weighted currency index
because investors will divest domestic currency due to

falling yields in order to benefit from rising yields on for-
eign currencies.

While lower funding costs stimulate domestic growth,
the effects of a weaker currency depend largely on an
economy's export ratio. A positive ratio (exports > im-
ports) means that the weaker domestic currency sup-
ports domestic economic growth because exported
goods and services become cheaper for customers out-
side the domestic economy. If the ratio is negative (im-
ports > exports), the weaker domestic currency makes
imports more expensive and this can weigh on domes-
tic growth.

Assuming the export ratio is neutral, the effect of mone-
tary policy stimulus would be positive for domestic
growth. This would drive the trade-weighted domestic
currency index, which can largely be described as a
function of real growth and interest rate differentials.
Commodities, on the other hand, largely reflect the in-
verse US dollar cycle.

It is clear that short-term (long-term) nominal yields
tend to be lower (higher) and thus tend to steepen the
yield curve, weaken the currency, strengthen domestic
economic growth and, depending on the respective ex-
port ratio, weigh on or drive commodity prices. These
relationships can now be transferred to financial mar-
kets in order to forecast equity index targets and inter-
est yields.

Excursus: transferring macro views to the markets

Equity index target =

price-to-earnings (PE) multiple X earnings per share (EPS)
with

inverted PE = earnings yield = risk-free rate + real rates
real rates = long-term nominal yield + equity risk premium
and

EPS [as a function of] =

real rates, growth, currency, commodity, policy uncertainty
in addition to

(non-) financial yield spreads [as a function of] =

macro sentiment, overnight index swap rates, shadow
Interest rates and, in case of financials, also loan growth

Source: Metzler

(3) Aligning portfolios consistently across all layers
Why is all this relevant in the context of an integrated
sustainability approach? Because there are a lot of
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structural parallels between a company's sustainability pro-
file and its accounting metrics that are influenced by the
economic climate. The better the relationship between
sustainability and accounting metrics is researched, the
more meaningful the signals from a macroeconomic
model are for a company’s sustainability profile. It also
makes more sense to predict economic scenarios than to
estimate how sustainability profiles will change over time,
thus influencing the valuation of the securities concerned.

Connecting the dots: portfolio construction with QbrickS
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Source: Metzler

Layer | — Sustainability: the heart & soul of QbrickS
Our concept comprises a basic variant ("basic sustaina-
bility") and an advanced variant that links a wide range
of ESG aspects to the other two layers of the model
(risk premiums and allocation), embedded into a macro-
economic assessment across asset classes.

QbrickS can also be used to implement other sustainabil-
ity investment approaches, such as best-in-class (cross-
sector), best-of-class (industry-specific), risk and return
optimization as well as climate change and impact
(aligned with the UN Sustainable Development Goals).

Sustainability: implementing client preferences

Basic sustainability
= Compliant with 100+ globally accepted norms
(including the United Nations Global Compact and
B Guiding Principles on Business & Human Rights
| and International Labour Organization standards)
= Excluding controversial weapons
= Engagement: direct & indirect (BMO Global AM)
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Advanced sustainability

= ESG strategy: tilt (weighted) & momentum (change)
= Positive (inclusion) & negative (exclusion) screens

= Best-in-class (ranked across sectors in a universe)

= Best-ofclass (ranked within a sector of a universe)

Investrent Office

Risk & return Climate change Impact (UN SDG)
= Cash flow = Footprint = Environmental
= Valuation = Transition = Social

Source: Metzler

In addition to providing valuable input for portfolio risk
management, QbrickS lends important guidance for ac-
tive engagement with the companies in which we invest.
This is a prerequisite for assessing the quality of corpo-
rate governance and management’s ability to create sus-
tainable value. This supplements the process we estab-
lished with BMO Global Asset Management for voting at
annual general meetings (AGMs).

B Basic sustainability: We exclude companies from
the global investment universe that violate a list of
over 100 universally accepted norms and principles.
This approach has enabled us to achieve an annual
excess return of seven basis points over the MSCI
World equity index in the past ten years. At the same
time, the tracking error was only 0.3% per annum?.

Excluding companies from the investment universe
reduces incentive for companies to violate one of the
norms or principles. This inevitably leads to lower
demand for shares and bonds in the respective com-
panies and implicitly leads to higher capital costs.

There is therefore strong incentive for companies to
turn to capital-market-oriented governance, thus re-
versing increased funding costs. Alternative invest-
ments with higher risk in order to compensate for in-
creased funding costs would be counterproductive,
as this would dampen, rather than heighten, investor
demand for the company's issued securities.

®  Advanced sustainability: The quality of sustainabil-
ity profiles is closely linked to the risk level of the
respective company, which in turn is closely linked
to the cost of capital. This is important for deter-
mining the profitability of growth initiatives.

Therefore, any key ESG indicator that influences a
company's risk profile and thus its cost of capital is
of interest to our clients. We thus sort ESG KPI ac-
cording to the transmission channels (cash flow
and valuation) through which they affect fair val-
ues. In our model, the most relevant factors are
those most sensitive to changes in the cost of capi-
tal. While we apply governance KPI across all in-
dustries, we weight our environmental and social
KPI in our model based on industry specifics.

— Environment — risk vs. opportunity: Market
consensus is most pronounced on environ-
mental issues. Not only the experts agree that
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an energy shift towards a world free of fossil
fuels is the key to slowing climate change and
limiting global warming to 2 °C.

Managing environmental risk means keeping
an eye on a) the environmental footprint (air
pollution, potential emissions, energy intensity,
power mix and generation, waste management
& biodiversity, water scarcity), b) the physical
elements (forest fires, droughts, flooding,
storms, earthquakes) and c) the regulatory
costs (fines and taxes).

However, risk exposure can be offset or even
overcompensated by setting environmental
footprint reduction targets, making environ-
mentally friendly changes in products and ser-
vices, and introducing other solutions in other
parts of the value chain. The potential opportu-
nities for companies doing this increase ac-
cordingly.

We prefer to invest in companies with a posi-
tive risk-reward quota, especially companies
where most negative news has already been
priced into the valuation and where announced
changes are credible enough to dynamically
unlock added value.

Social — products, people, processes: As with
environmental issues, we also apply the risk-re-
ward logic to social issues and prefer compa-
nies with distinctly positive balances.

Specifically, we take a closer look at the three
Ps: Products (safety & exposure), People
(workforce) and Processes (supply chain man-
agement). In our assessment, we consider the
very different roles of the relevant Ps from sec-
tor to sector.

An overlap of sustainability and risk premiums
from our QbrickS model suggests that global
value stocks (low valuation with high dividend
yields) with complex sup-ply chains and mar-
ginally rising sales are particular likely to attract
negative attention due to a breach of interna-
tionally accepted norms and principles.

Such companies may be more tempted to tol-
erate anti-competitive practices in order to

boost weak sales growth or escape the grips of
tightening regulation.

This often results in significant fines and repu-
tational damage with adverse effects on the
company's custom-er and supplier relation-
ships..

— Governance — plea for a global standard: Cor-
porate governance, i.e. the management of a
company, has the strongest influence on the
cost of capital.

However, the notion of "good" corporate gov-
ernance varies greatly from country to country
and from region to region due to cultural differ-
ences, national legislation and protectionist
motives.

In our opinion, these differences are not likely
to be priced in accordingly on the capital mar-
kets. From a risk perspective, a standard for
capital-market-oriented governance is there-
fore desirable to help minimize risks stemming
from this.

Moreover, such a standard would likely act as
an ideal catalyst for higher returns. However,
this is more or less relevant depending on the
company'’s development stage and thus the
valuation of individual securities should take
this into account.

We distinguish between three stages of corpo-
rate development: emerging (factor-driven),
growing (innovation-driven) and established
(efficiency-driven).

As a company advances through the stages,
its governance should become more consist-
ently geared to mastering the challenges of in-
creasingly complex value chains and stricter
regulations.

Layer Il — Risk premiums: leveraging sustainability
Risk premiums are factors for which investors expect
compensation in the form of excess returns above the
risk-free interest rate. We believe the combination of fi-
nancial (accounting-related) and non-financial (sustaina-
bility-related) risk premiums holds significant potential
to generate excess returns.
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In addition, risk premiums have repeatedly proven to be
a useful control function for portfolio managers to iden-
tify (un)intended strategy tilts in their portfolios. This re-
sults in maximum transparency, which in turn is a pre-
requisite for targeted risk management.

Risk premiums: flexibility via style and investment horizon

<1Y 1-5Y >5Y
Structural factors

0"‘.\0\& (attributes based)
= Size (SMID caps) X
= Cyclicals / defensives X
= High quality beats X
= (Family) ownership X

Fundamental factors
(accounting based)

= Income X
= Value X
= Pure value / growth X X
= Growth X
= Quality X
i = Equity duration X
888 Risk premiums i 0 S .
000 (Layer II) J
Aopled Research Trading factors
(price implied)
= High beta (relative) X
= Low volatility (absolute) X
= Momentum X

Source: Metzler

With regard to fixed-interest securities, we focus on
four risk premiums: carry, value, momentum and defen-
sive. For equities, we differentiate between structural,
fundamental and price-based premiums stretching over
three investment horizons: short (<1 year), medium (1-
5 years) and long (>b years). This matrix offers maxi-
mum flexibility for switching between tactical (shorter-
term) and strategic (longer-term) portfolio allocations.

B Structural risk premiums offer excess returns
that are stable throughout the economic cycle and
deliver robust, risk-adjusted returns with low volatil-
ity. These include investments in companies with a
certain ownership structure, market capitalization
or a specific exposure to high-growth products and
services. Indicators that show this therefore create
added value.

B Fundamental risk premiums are backed by sta-
tistically significant correlations with economic indi-
cators or other key figures that help explain why a
risk premium can be sustainable going forward.
These premiums can be divided into high-risk and
low-risk groups. We prefer those that offer solid
risk-return profiles and low transaction costs. Sus-
tainability KPI that move in sync with risk (positive
and negative) are helpful additions here.

B Price-based risk premiums offer the opportunity
to participate in market trend reversals. These in-
clude price momentum, sensitivity to market
movements (beta) and volatility. We believe that
integration of sustainability KPI that contribute to
lower default risks are interesting.

Layer Il — Allocation: competitive advantages

The main reason to consider thematic allocation in
QbrickS is the conviction that competitive advantages
are reflected in aggregates like (sub)sectors, countries
or regions. This reduces the complexity of portfolio al-
location and allows for higher exposure to high-con-
viction ideas in a portfolio, making it possible to invest
in these competitive advantages.

It is one thing to determine the thematic exposure of
an investment universe, but it is a much more com-
plex task to connect the dots between the themes us-
ing a joint investment logic. This logic must be a) con-
sistent across all asset classes, b) able to translate sig-
nals into trading ideas at single security level, and c)
able to sustainably improve a portfolio's risk-return
profile while reducing its turnover frequency and
transaction costs.

We are sure that sectoral and regional aggregates
add significant value to medium- and long-term port-
folio allocations when combined with sustainability
(level I) and risk premiums (level II). Most market
players allocate capital based on all these aggregates
when they have a strong opinion of a particular
benchmark. Tying these considerations together, as
we have depicted at all three levels, adds concen-
trated value to the portfolio.

However, the order of these considerations plays a de-
cisive role here. For example, if we start with sectors
that offer substantial exposure to global megatrends
like climate change, technological progress, de-
mographics or urbanization, we would tend to have a
bias for solution providers that already look expensive in
terms of simple valuation multiples.

In combination with structural views on sustainability
aspects and risk premiums, however, one might con-
clude that "expensive" in a historical context or in a cur-
rent peer group comparison is not necessarily an obsta-
cle to investing in these securities. After all, even high
valuations can continue to trend higher if investor de-
mand increases.
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In such a supply-demand constellation, it is quite possi-
ble that capital market players might grant valuation
premiums to single securities compared to the peer
group and/or the broad market, thereby fuelling further
outperformance of these securities.

Country aggregates, on the other hand, add value when
weighted according to the degree of national competi-
tiveness. This can lead to higher productivity and effi-
ciency gains and thus to superior returns for share- and
bondholders.

The sustainability and risk premium layers reinforce
these preferences because the global world of finance
is increasingly guided by these aspects. Risk controlling
also helps us to identify and avoid extreme positioning.

Allocation: competitive advantages of aggregates

Portfolio construction Alternative I:

A .
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Source: Metzler

Case study (equities): Metzler European Growth

To demonstrate how QbrickS works in practice, we ap-
ply the model’'s output to our European Growth fund
which is benchmarked against the EUR-denominated
MSCI Europe Growth equity index.

The basic idea behind the fund’s strategy is to identify
stocks in companies with a sustainable business model
supported by structural development, thereby fostering
long-term growth.

B External factors: Companies that benefit from
structural growth trends combined with competitive
advantages in products and services that give rise to
high market access barriers, robust market share
gains and pricing power throughout the cycle.

B Internal factors: High-quality management with a
solid track record and risk-averse corporate govern-
ance.

B Financials: Solid balance sheet with appropriate
debt ratios and high transparency of cash flow.

B Sustainability: Positive ESG risk-reward profile
and exposure to products and/or services that
serve the United Nations' sustainable development
goals.

Dialogue between Metzler's Sustainable Investment Of-
fice, our clients and our portfolio managers is set up in
three steps:

1. Basic sustainability: A filter is used to ensure that
the portfolio is free from investments in companies with
violations of any of the 100 or more generally accepted
norms and principles.

2. Status quo analysis (thematic tilts): The fund's
macro exposure tilt is pro-cyclical, which makes the
fund generally more sensitive to steepening yield
curves and geared towards political stability. The fund
is also more defensive in terms of movement in local
currency (EUR) and prices on the commodity markets.

Assuming market players’ trade-war-induced reces-
sionary fears are already largely priced in to capital
market prices, we believe the current positioning of
the Metzler European Growth fund enables investors
to benefit from a rebound in the market — our base
case scenario.

With regard to risk premiums, the fund is in line with
the strategy that backs it, i.e. overweight in small and
mid-sized capitalized firms, high in quality (high return
on equity, low debt level, stable returns), and with sta-
ble growth (high sales and EPS growth in the past 3-5
years and predicted for the future).

The strictly implemented strategy guidelines also en-
sure that portfolio turnover and the associated costs are
kept down.

Due to the great importance of such factors to the
quality of a sustainable profile, the Metzler European
Growth fund enjoys better sustainability ratings (e.g. by
MSCI ESG Research) than the benchmark index.
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Furthermore, Metzler's fund has disproportionately high
exposure to companies offering goods and/or services
that promote the United Nations sustainable develop-
ment goals.

3. Alignment: The current alignment of the Metzler Eu-
ropean Growth fund delivers what it promises so that
no significant changes are required. To improve its risk-
reward profile, single positions could be challenged on
an ongoing basis and replaced (assuming the timing is
right) by potentially more promising alternatives.

Metzler European Growth: macroeconomic exposure
Fund versus benchmark*: standardized Z-score deltas
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Metzler European Growth: risk premium exposure
Fund versus benchmark*: standardized Z-score deltas

More *
exposed * . * .
-, 2 "—"‘—-—ﬁT
Less
exposed
*
= e > & o < o a5 = = - fd
5§ 5§ £ ¢ ¢ 2 g 9|35 5 g §
© £ g =4 8 ) Q o = = © -~
by = g 2 2 S ) £ = £
w = [©] g £ < £ o 5 =] ) =
x| 3 5 Z 3z > |e g > £
9 s ¢ E 3 ¢
s S g o o] (<]
7] a = =3
‘ Size ‘ Fundamentals Price

[ EUR market cap weights (sorted by) @ Average weights

Sources: Metzler, Thomson Reuters Datastream

Metzler European Growth: sustainability exposure
Fund versus benchmark*: score percentage point deltas
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Your contacts

Metzler Asset Management
Sustainable Investment Office
sustainableinvestments@metzler.com

Jan Rabe

ESG Integration
Jan.Rabe@metzler.com

Phone (+49 - 69) 21 04 - 16 32

Daniel Sailer

ESG Advisory
Daniel.Sailer@metzler.com
Phone (+49 - 69) 21 04 - 16 27
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Promotional material published by Metzler Asset Management GmbH.
Information for professional clients — not to be passed on to private/individual clients.

Footnotes, legal references and disclaimer

! Giese, G. et al. (2019): Foundations of ESG Investing: How ESG Affects Equity Valuation, Risk, and Performance. The Journal of Portfolio
Management 45 (5).

2 Sharpe, W. F. (1964). Capital Asset Prices: A Theory of Market Equilibrium under Conditions of Risk". Journal of Finance. 19 (3): 425-442.

3 Lee etal. (2017): Do Corporate Controversies Help or Hurt Performance? The Journal of Environmental Investing, Volume 8, No. 1.

* MSCI Europe Growth (EUR)

This document published by Metzler Asset Management GmbH [together with its affiliated companies as defined in section 15 et seq. of the Ger-
man Public Limited Companies Act (Aktiengesetz — “AktG"), jointly referred to hereinafter as “Metzler”] contains information obtained from public
sources which Metzler deems to be reliable. However, Metzler cannot guarantee the accuracy or completeness of such information. Metzler re-
serves the right to make changes to the opinions, projections, estimates and forecasts given in this document without notice and shall have no
obligation to update this document or inform the recipient in any other way if any of the statements contained herein should be altered or prove
incorrect, incomplete or misleading.

This document is provided for information only and is not tailored to the specific investment objectives, financial situations or needs of individual
recipients. Before acting on the basis of the information or recommendations contained in this document, the recipient should consider whether
the decision is suitable for his or her personal circumstances and should take independent investment decisions on the basis of his or her finan-
cial situation and investment objectives, where necessary with the assistance of an investment broker.

This document does not constitute an offer or solicitation to buy or sell financial instruments, nor does it form the basis for any contract or obliga-
tion. Neither Metzler nor the authors accept any liability for this document or the use of its contents. Subscription orders can only be accepted
based on the valid sales prospectus, which contains a detailed description of investment risks, and the latest annual and half-yearly financial
statements as well as the key investor information document (KIID).

Past performance cannot be regarded as an indicator of future performance. It cannot be guaranteed, warranted or assured that a portfolio will
repeat its past performance in the future. Any gains generated by investments are subject to fluctuations; the price or value of any financial in-
strument described in this document may rise or fall. Moreover, the actual performance of a portfolio depends on its asset volume as well as on
the agreed fee structure and external expenses.

Metzler therefore is not in a position to guarantee, warrant or assure that a portfolio will actually display the performance the investor desires, as
an investment portfolio is always subject to risks that can have an adverse effect on its performance, risks on which Metzler itself may have only
limited influence. In particular, it cannot be guaranteed, warranted or assured that ESG investments will actually increase returns and/or reduce
portfolio risk. Similiary, no civil liability of Metzler can be derived from the goal of "responsible investing" (as defined by the BVI Rules of Con-
duct).

Neither this document nor any part thereof may be copied, reproduced or distributed without Metzler's prior written consent. By accepting this
document, the recipient declares his/her agreement with the above conditions.

Metzler Asset Management

Metzler Asset Management GmbH
Untermainanlage 1

60329 Frankfurt/Main, Germany
www.metzler.com/asset-management
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