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ESG criteria and Climate approach
The new framework of the HY approach at OFI

1 ESG criteria Excluding companies that
are the least virtuous, based
on our ESG methodology
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2 Climate approach | Excluding those companies
in GHG-intensive sectors

that are the least committed
to transitioning
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High yield and ESG
This is just the begining @

| Just getting started in Europe

. ESG was mostly ignored just three years ago but is now spreading rapidly throughout the

European HY pool

NFRD*, a new European directive, requires that companies with more than 250 employees
produce ESG reports...

» ... that detail their social and environmental strategy and state what sort of governance they are planning
to implement this strategy.

CSRD** requires that reports be standardised by 2024

Large and top-rated (BB) European high yield companies are already getting ready and already
have ESG-dedicated teams in place

Smaller and lower-rated companies (B/CCC) are also those that are less equipped for ESG
reporting and are at the start of their learning curves

* NFRD : Non-Financial Reporting Directive
** CSRD : Corporate Sustainability Reporting Directive

Source: OFI AM
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High Yield ESG rating: internal qualitative valuation
A prerequisite pending standardisation @

. One of the high yield specific feature of the High Yield issuer is that they are not quoted
and so many information are not easy to obtain

Coverage of European HY issuers is still spotty by major specialised agencies, as many
issuers are not listed: based on our benchmark, half of all issuers are not rated by MSCI

That’s why it is essential to obtain qualitative data from issuers and, hence, to engage
with them

COVERAGE OF THE HEAE INDEX COVERAGE OF THE HEAE INDEX
BY WEIGHTINGS BY NUMBER OF ISSUERS

MSCI 69% 56%

Source: OFI AM, January 2022
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High Yield ESG Coverage : a real challenge
How OFlI resolved it?

Change in the coverage rate of HEAE and the primary market

100% 7 —— i ; Repatriation of ESG high - 370
Coverage rate in weight EthiFinance contribution yield research
— Coverage rate in number of issuers
o | . .
90% Number of issuers in HEAE l 350
80% -
- 330
+ 50 new issuers
70% - in 7 months
- 310
60% -
- 290
50%
40% - - 270
30% 250

03/07/2019 31/07/2020 31/03/2021 31/04/2021 30/10/2021 01/01/2022

Source: OFI AM, January 2022
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ESG analysis methodology
Our proprietary framework

Focus on key E and S issues

for each sector

An assessment of E and S corporates
intentions and outcomes (max. 60%) Incorporation of

ESG Note

+ qualitative factors

GOVERNANCE

at least 10%

A constant weight for the corporate
G governance structure: 30%

+ a sectoral weight for behavior:

/10

. Leaders The most advanced in addressing ESG issues
. Committed Actively address ESG issues

Followers ESG issues passably managed

Unclear ESG issues poorly managed

. Under surveillance

Late in addressing ESG issues: excluded in SRI funds

D
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Corporate issuer analysis
Environment, Social, Governance issues o

CLIMATE CHANGE NATURAL RESSOURCES PROJECT FINANCE TOXIC WASTE GREEN PRODUCTS

Dy S

COMMUNITIES

HUMAN CAPITAL SOCIAL PRODUCTS AND SERVICES & HUMAN RIGHTS

GOVERNANCE

GOVERNANCE STRUCTURE MARKET BEHAVIOUR

February 2022 - OFI RS Euro High Yield



The climate analysis methodology

1 ‘ Only carbon intensive sector are measured

2

3

Issuers are ranked within each sector according to
their carbon emissions and active involvement in
the energy and ecological transition.

We excluded all the companies that are the less
advanced on the energy and ecological transition
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The energy and environmental transition filter
Only for carbon-intensive sectors

Weightings of sectors with heavy CO2 emissions
By % of CO2 emissions

u Total Index market capitalization

Within the
Stoxx 600 index

m Total Emissions, %

Ener
oy 25,20%

Automobiles & Parts
20,00%

Basic Resources
12,00%

Utilities
11%
Industrial Goods & Services | Intense

Construction & Materials

Chemicals

Travels | Intense

Source: OFI AM, 2021
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The EET Matrix :

Issuers and the energy transition

A matrix dedicated to each of the eight carbon-intensive sectors

Selection matrix

Systematic exclusion of
companies having “High Risk”
and “Risk” profiles:

+ 17 names in the HEAE
index are excluded,
accounting for 4.2% of the
index by weighting

* Among these exclusions are
CMA CGM (shipping),
Carnival (pleasure cruises),
IAG (airlines), RWE (a
power generator), Veolia
(environmental services),
Goodyear and Gestamp
(auto parts)

Carbon emission performance

»

Strong
opportunity

Opportunity

Opportunity

Opportunity

Strong risk Opportunity

- — 4+

Energy and ecological transition performance

n
»

Investment in issuers having
Strong Opportunity and
Opportunity profiles, i.e., those
that are active in the energy
transition and that offer
solutions:

31% of the HEAE index;
these 70 names include
Faurecia (auto parts), EDF
and Drax (power generators),
Nordex (wind power), Crown
(packaging), and Getlink
(transport)

Source: OFI AM
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Management process

AT

\3 UNIVERSE

High yield bonds issued in euros by companies based in OECD member-
countries

Ex OECD diversification: no more than 20%

EXCLUSIONS
Exclusion of financial sector issuers

OFI AM norm- and sector-based exclusions

ESG FILTER / ESG RATING

FILTERS

EET FILTER

Energy and Environmental Transition
STEP 3

Risk/Opportunity matrix applied to CO2-intensive sectors

FINANCIAL FILTER
STEP 4

Liquidity, valuations and technical factors

PORTFOLIO

STEP 5

PORTFOLIO CONSTRUCTION
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OFI ASSET MANAGEMENT - 22 RUE VERNIER. 75017 PARIS - TEL. : + 33 (0) 1 40 68 17 17 -
Portfolio-management company - Public limited company (Société anonyme) with a Board of Directors and share capital of 42.000.000 euros

Registered in the Paris Trade and Companies Register under number 384 940 342 - Accreditation no. GP 92-12.

This promotional document is intended solely for professional clients as defined by MiFID. It may only be used for the
purpose for which it has been designed and cannot be copied, circulated or disclosed to third parties, in whole or in part,
without the prior written consent of OFI Asset Management. None of the information contained in this document should be
construed as being legally binding. This document has been produced for information only. It is a presentation designed and
produced by OFI Asset Management based on sources that it considers to be reliable. The links to websites managed by
third parties contained in this document have been provided solely for information purposes. OFI Asset Management in no
way guarantees the content, quality or comprehensiveness of such websites and cannot therefore be held responsible for
them. The presence of a link to a third-party website does not mean that OFI Asset Management has signed collaboration
agreements with the third party or that OFI Asset Management approves of the information published on such websites. The
forecasts referred to may change and do not constitute a commitment or guarantee. The fund(s) referred to in the document
has/have been approved by the AMF or the CSSF and is/are authorised for marketing in France and possibly in other
countries where this is permitted by law. Prior to any investment, it is advisable to ensure that the investor is legally
authorised to subscribe to the fund. The KIID (Key Investor Information Document) must be provided to subscribers prior to
subscription. The operating rules, the risk/return profile and the fees relating to investment in a fund are described in the
latter's KIID. The KIID and the most recent periodic documents are available on request from OF| Asset Management.
The performance figures given refer to previous years. Past performances are not a reliable indicator of future performances.
OFI Asset Management reserves the right to amend the information presented in this document at any time and without
notice. OFI Asset Management cannot be held responsible for any decision taken. whether or not it is based on information
contained in this document, or for any use of the information by a third party. If a fund is subject to special tax treatment, note
that this treatment depends on each client’s individual circumstances and that it may subsequently be changed.


http://www.ofi-am.fr/

