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Sustainable Finance evolution

Responsibility:

Sustainable Finance 1.0 P _
no dirty hands
Sustainable Finance 2.0 P I\/Iai_nstream_:
— | | — no niche topic
Sustainable Finance 3.0 | . Impact:

real world changes
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Real world changes? Two understandings

SFDR, Art. 9 / Art. 2 (17)

GIIN

A financial product that has sustainable investment as

its objective .... this means an investment in an
economic activity that contributes to an environmental

...] or social objective

Impact investments are investments made with the

iIntention to generate positive, measurable social and
environmental impact [...]; they provide capital to

address the world’'s most pressing challenges.
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Two dimensions of impact investments

Investor impact

Capital allocation Operations

Investor

Active ownership Products & services

Source: Kolbel, J.F., Heeb, F., Paetzold, F., Busch, T. (2020): Can Sustainable Investing Save the World? Reviewing
the mechanisms of investment impact. Organization & Environment
https.//journals.sagepub.com/doi/10.11/77/1086026620919202
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As such, there is obviously consensus regarding...

...the relevance of differentiating between impact-aligned and impact-generating investments:
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This served also as the basis for the new EUROSIF approach
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Methodology for Eurosif market cwosit W | et AR
studies on sustainability-related
investments published in February

20 24 Classification Scheme fi FINAL REPORT
Sustainable Investment Methodology for Eurosif Market
Studies on Sustainability-related

Accelerating the just and sustainable tran
of the real economy

Contains eight questions to ieaswin rogesof i s o sppt e sl

l.r s1ECx otthrclcmn\

classify assets under e s 1 e o 1
‘ related market reports. This is not yet a definithe approach and is meant §
purposes to stimulate further thinking and developments in this arsa T' t ”"—5 *"‘ I"l ‘“’ [' ' SRI Shudy Group (55G) ’i'““”“""‘“”'
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Alcksanddra Palinska (Ewmosil)
mburgBrussals, July 2022 Premre Garrault (Ensosif)

Hambarg Brassels, Febmary 2004
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Key elements of the new classification
scheme for market studies

* Transition as Ieadmg aspect for classification

("ambition leve
Embedded noti
Integration of ¢

on of impact
ouble materiality

Reflect on transition potential of different

asset classes

Sharpened definition of sustainable

Investments
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Investment objective

Investment
approach

Performance
Measurement

Ambition level

Investment process

Investment focus

‘ Basic ESG ‘

Integration of ESG
factors

CON EL PATROCINIO DE:

Advanced ESG

Impact-Aligned

JPMorgan

ASSET MANAGEMENT

EY

Impact-Generating

Systematic analysis
& incorporation of
ESG factors

Align with positive
impacts on environmen
and/or society

Bimding negative or
positive screening

Binding negative & Binding negative &
positive screening || positive screening for
(<80% of 1nitial assets with positive

universe investable) impact

easurable contribution tof
positive real-world
1mpacts

Exclude non-transformable
activities & use stewardship
or provide new capital to
assets to generate measurable
positive impact

Measurement of
company impact

Measurement of
ESG performance

Measurement of company
impact &
imnvestor contribution

Low

Moderate H Medium

‘ High

Double materiality

Source: https://www.eurosif.org/wp-content/uploads/2024/02/2024.02.15-Final-Report-Eurosif-Classification 2024.pdf
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Conclusion

1.

CON EL PATROCINIO DE:

Objective of SF 2.0 is reached; globally USS 35,3 Bill ESG
~ 36% AuM (Global Sustainable Investment Review 2020)

. SF 3.0 requires reorientation towards impact

. The transition notion needs to be captured by market studies

The SFDR revision needs to reflect on this (i.e., by introducing
product classifications)

. Beyond current requlatory efforts, independent labels are a key

lever to prevent green- and impact-washing
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