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ODDO BHF AM’s approach to
climate change

ODDO BHF AM affirms its differentiating ESG approach by applying a qualitative analysis to its ESG-
integrating funds that goes beyond carbon measurement and also takes into account the achievement
of climate objectives. To this effect, it has developed an Energy Transition Analysis (ETA), a proprietary
indicator serving to measure each company’s contribution to the transition towards a low carbon

economy.
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CLIMATE CHANGE

Climate reporting is becoming an essential
part of an ESG integration investment
strategy. Beyond the regulatory imperative
(Article 173 in France), the reporting helps to
make asset management teams aware of the
financial risks of climate change. It also
encourages them to allocate more investment
flows toward the sectors and companies that
contribute positively to the transition to a low-
carbon economy.

About 40% of the companies polled in the
“2015 Corporate Adaptation Survey”1 say they
are concerned or very concerned about the
potential impacts of climate change on their
value chain, be it at the level of production (35%),
suppliers (45%) or distribution (45%). The direct
consequence is that about the same proportion
believes that climate change is already affecting
their operational costs and consequently their
expected future profitability.

The availability of data and the reporting
framework are essential elements for taking
climate issues into account in investment
strategies. To move from intention to action,
companies and investors are more than ever in
need of a structured framework for disseminating
and analyzing information on environmental
issues.

ODDO BHF Group has been a signatory of the
Carbon Disclosure Project (CDP) since 2006
and of the United Nations Global Compact
since 2015. Climate issues have thus been on the
group’s radar for several years.

q}‘CDP @.“.5‘ United Nations
W Global Compact

DRIVING SUSTAINABLE ECONGMIES %

ODDO BHF Asset Management, always at the
forefront in applying ESG criteria to its investment
activities, is part of this search for continuous
progress and now incorporates a qualitative
analysis that goes going beyond carbon

1 Published on May 2015 by 427 Climate Solutions, ND-GAIN, and BSR

measurement and looks at how its ESG-
integrating  funds  contribute to the
achievement of climate objectives (The Paris
Agreement main objective is to contain global
warming below 2°C by 2100).

As part of the implementation of Article 173 of the
Energy Transition and Green Growth Act, and
more specifically the integration of climate change
risks into investment decisions, ODDO BHF
Asset Management has built its environmental
strategy around three axes:

* Quantitative measurement of carbon intensity
of its main equity funds

® Inclusion of environmental themes in its
shareholder dialogue policy with companies

® Qualitative measurement of its investment
strategies’ contribution to the transition
towards a low carbon economy

Carbon intensity

ODDO BHF Asset Management has opted to
work on the carbon intensity of its portfolios,
i.e. CO2 emissions relative to turnover (while the
carbon footprint brings CO2 emissions to market
capitalization). This is an indicator less volatile
and more reflective of the effectiveness of
corporate actions.

But carbon intensity — like the carbon footprint —
remains a static measure reflecting a past
situation: it doesn’'t tell us if a company's
investment strategy aims to foster environmental
opportunities or how high its operational exposure
to climate risks is.

Further research is conducted, with the dialogue
and our formalized energy transition analysis
being part of it.
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Dialogue with companies

ODDO BHF AM gives the priority to the
dialogue with companies rather than
exclusion. We regularly discuss climate change
matters with corporates in sectors with a heavy
environmental impact (risks or opportunities).

To support its commitment to climate change
issues, ODDO BHF AM became a signatory of
the Climate Action 100+ initiative in March
2018. By joining the list of signatories, the
objective for ODDO BHF AM is to participate in
the joint effort of investors to facilitate the
dialogue with the 100 companies that are the
word’s largest emitters of greenhouse gases.

Climate
Action 100+

Global Investors Driving Business Transition

As part of this collaborative commitment, ODDO
BHF AM is committed to asking the companies it
covers:

®* To implement a solid governance framework
that sets down clear lines of responsibility for
management bodies in monitoring and
managing climate change risks,

® To take measures to reduce greenhouse gas
emissions throughout the value chain, in line
with the objective of the Paris Agreement,

® To provide detailed reporting allowing
investors to assess the robustness of business
plans under different climate scenarios,
enabling them to make better informed
investment decisions.

Energy Transition Analysis

ODDO BHF AM has developed a specific
indicator to measure each company’s
contribution to the transition towards a low
carbon economy.
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This ETA (Energy Transition Analysis)
indicator is composed of two aspects:

®* The positioning of the sector in which the
company operates, accounting for 30%

* The score of the company specific
environment block assigned by our ESG
model, accounting for 70%.

The sectoral positioning takes into account the
long-term environmental risks and opportunities
using ODDO BHF AM’s SDG matrix based on the
“2030 United Nations Sustainable Development
Goals”. Within this matrix, ODDO BHF AM
identifies five environmental themes: Clean
Energies (SDGs 7, 13), Energy Efficiency (SDGs
7, 9, 11), Biodiversity (SDGs 6, 12, 14, 15),
Circular Economy (SDGs 11, 12) and Sustainable
Mobility (SDGs 9, 11, 13).

The second part, the environment block of ODDO
BHF AM’s ESG analysis model, is divided into two
parts:

®* The environmental management system
assesses the company in terms of carbon
intensity, water intensity, energy mix, waste
management and certifications

®* The analysis of environmental opportunities
and risks related to the business activity
(products and services)

Beyond identifying environmental impact, the
goal is also to highlight potential mid to long-
term drivers of value creation or destruction
for companies. May sales or margins be
impacted by climate change or new laws? How to
manage coal and other hydrocarbon resources
that become stranded assets if the world stops
using fossil fuel?

By aggregating the ETA scores of the companies
held in a portfolio (weighted by the weight of each
position), ODDO BHF AM come up with an
indicator of the contribution of such an
investment portfolio to the transition towards
a low carbon economy. This methodology
provides ODDO BHF AM with a qualitative
approach, helping it to align its portfolios with
climate scenarios.

MARCH 2018 — ODDO BHF ASSET MANAGEMENT 3



CLIMATE CHANGE w o D D o B H F

ASSET MANAGEMENT

SUMMARY:

ODDO BHF AM quantitatively measure the carbon intensity of its main equity funds
® |tincludes environmental themes in its dialogue with companies as shareholding investor

® |t positions the portfolios integrating ESG criteria against the science-based climate scenarios
to highlight their contribution to the transition towards a low carbon economy

* Around 38% of assets managed by ODDO BHF Asset Management SAS have incorporated
ESG criteria into their investment process, of which 75% show a climate trajectory already in
line with the Paris Agreement (to contain global warming below 2°C by 2100).

ODDO BHF Asset Management SAS (France)

Portfolio management company approved by the Authorité des Marchés Financiers under GP 99011. Société par actions simplifiée with capital of
€7,500,000. Trade Register (RCS) 340 902 857 Paris. 12 boulevard de la Madeleine — 75440 Paris Cedex 09 France —
Phone: +33 (0)1 44 51 85 00 — am.oddo-bhf.com

Disclaimer

ODDO BHF AM is the asset management division of the ODDO BHF Group. It is the common brand of two legally separate asset management
companies: ODDO BHF AM SAS (France) and ODDO BHF AM GmbH (Germany).

This document has been drawn up by ODDO BHF ASSET MANAGEMENT SAS for all market communication. Its goal is to present ODDO BHF
AM'’s approach to climate change. Its investor communication is the responsibility of each promoter, distributor or advisor. Potential investors are
invited to consult an investment advisor before investing in a strategy. Investor's attention is drawn to the fact that all strategies are not authorised
in every country. Should they decide to invest, investors are invited to acquaint themselves with the detailed nature of any risks incurred, in particular
the risk of capital loss. The value of the investment may vary both upwards and downwards and may not be returned in full. The investment must
be made in accordance with investors’ investment objectives, their investment horizon and their capacity to deal with the risk arising from the
transaction. ODDO BHF AM SAS cannot be held responsible for any direct or indirect damages resulting from the use of this document or the
information contained in it. This information is provided for indicative purposes and may be modified at any moment without prior notice. Investors
are reminded that past performance is not a reliable indication of future returns and is not constant over time. Any opinions presented in this document
result from our market forecasts on the publication date. They are subject to change according to market conditions and ODDO BHF AM SAS shall
not in any case be held contractually liable for them
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