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What is impact investing? 3

Why invest for impact? 4
Myth 1: Impact can only be achieved in private markets 6
Myth 2: Only ESG-labelled bonds can create a positive impact 7-10

Myth 3: Achieving impact requires an overhaul in the investment/ portfolio construction process 11-12

Myth 4: Impact investing implies lower returns 13

Conclusion 14
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Where does Impact investing sit?

ESG Exclusionary Inclusionary Sustainable
Integration screening screening Investing
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Truths vs Myths: Setting the Record Straight

Myth 1 Myth 2 Myth 3 - Myth 4
“Impact can only be “Only ESG-labelled “Achieving impact “Impact investing
achieved in private bonds can create a requires an overhaul implies lower returns”
markets” positive impact” in the portfolio

| construction process”
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Myth 2 Myth 3 Myth 4

Can you make an impact in the public
market?

Intentionality

Company-specific Active engagement Continuous
approach programs monitoring of

progress Additionality

v 'l' Y

u ||
Active management necessary ReS|I|ence

Measurement




Impact can, and shotld, go beﬁ ond

labelled bonds
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\
Portfolio

Construction

= High corporate sector
concentration

= Systemic risk

L International Capita

Z

‘Greenwashing’

= ICMA! provides guidance but
compliance voluntary, self-
reported

= Look beyond the label

N W

Relative Value

= Pricing vs general obligation

= Strength of sustainable

I
® @
Myth 3 | Myth 4
== 4
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Myth 1

Opportunity
Cost

= Large universe of issuers whose
bonds activities generate positive impact

finance framework



How do you qualify a non-labelled
bond as impact?

Alignment

, = Aligning all investments to a
v framework such as the UN’s
) SDGs! or proprietary impact
pillars, guides prudent impact
decision making

N - -~ Impact due diligence

. N = Five dimensions of impact, and
Vel o - \ fundamental analysis help identify
Impact due ! ' Ex-post : impact opportunities
! diligence ' ‘
‘ 9 / measurement

| y . Importance of ex-post
. , . measurement

< - . = Monitoring progression of impact
. : N KPIs

1United Nation’s Sustainable Development Goals
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Impact Investment Pillars Guide Our
Decision-Making

Impact Pillars

Climate and
Resource Impact

~
]

o

Sub-Pillars

1. Reducing greenhouse gases (GHGS)

2. Promoting healthy ecosystems

3. Nurturing circular economies

Sub-Pillar Activities

Increasing energy efficiency
Decarbonization and carbon capture
Reducing methane and other GHGs
Financing activities

Protecting air quality, land use, freshwater & oceans
Sustainable agriculture
Sustainable aquaculture

Reducing waste
Recycling
Enabling efficient consumption

@

Myth 1

Myth 3

UN SDG Alignment
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Social Equity and
Quality of Life

4. Enabling social equity

5. Improving health

6. Enhancing quality of life

Education & job training, Enabling SMEs,
Financial inclusion, Reducing discrimination
Digital connections

Meeting basic needs / affordable housing
Consumption at the bottom-of-the-pyramid

Providing health care solutions
Improving nutrition & food quality
Companion & animal health

Promoting mental & physical fithess
Protection solutions
Personal & worker safety solutions, Safer mobility

1 NO QUALITY 5 GENDER s CLEANWATER 8 DECENT WORK AND 1 REDUCED

POVERTY EDUCATION EQUALITY AND SANITATION [ INEQUALITIES
s o o E M

dvidif Mi|S|W | a|E

GOODHEALTH
ANDWELLBEING

oy

Sustainable
Innovation and

7. Sustainable technology

8. Building sustainable industry
and infrastructure

Innovative software & technology
Innovation growth & smart infrastructure

Enabling enterprise growth
Improving industrial processes

Source: T. Rowe Price uses a proprietary custom structure for impact pillar and sub-pillar classification.
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Myth 1 Myth 3 Myth 4

Impact Analysis in Practice — NextEra Energy Partners

As of 31 December 2022

Impact Thesis Fundamentals — Five Dimensions of Impact
NextEra is one of the largest owners of
renewable energy projects in the U.S and the 12t \What? Who? How much?? Contribution Risks
largest generator of wind and solar energy . . . . .
around the world. Its renewable assets will Reduction of greenhouse = Our planet, municipalities, In 2021, NextEra Energy = NextEra increased its They own and manage interest
accelerate global decarbonization by supporting gas (GHG) emissions and people. Partners generated 20.3 renewable asset portfolio in natural gas pipeline assets,
the shift in energy production away from fossil from the generation of MWh of renewable by 1.2GW in 2022. totaling 4.3 billion cubic feet of
fuels and towards low carbon alternatives. renewable energy. energy and helped avoid capacity and comprising 21% of

Increasing investment in

over 10.9 million tons of company revenue.

KPlIs: o renewable energy

Total installed capacity (MW) from renewable CO” emissions. generation will provide Natural gas pipelines can

sources In 2021, clean energy clean energy ata lower adversely affect the

Energy generated (MWHh) from renewable generatlpn increased by cost for individuals across environment through habitat

sources 9% relative to 2020. the U.S. . . .
loss, sedimentation, and air

Carbon emissions avoided (mtCO2e) emissions.

Impact Alignment Theory of Change

Impact Pillar 1
Climate & Resource Q

Impact Sub-Pillar 4 ' X \

10N | \/ | ‘ ()
Reducing Greenhouse Gases ] i 9 A / 4 A : S
(GHGS) - , , energy CO.,e avol

enewable energy  renewable enerated
sales - capacity

ded

UN SDG

INextEra Energy Partners company report (February 2022)
The specific securities identified and described are for informational purposes only and do not represent recommendations.
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Fundamental Portfolio Measuring &

Analysis Construction Reporting
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Myth 1 Myth 2

Risk-managed approach to portfolio construction

T. ROWE PRICE

Top-Down Considerations

QP
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Relative Value Credit Cycle Risk Management

= Across region, sector, currency, and curve * Macroeconomic outlook * Tracking error volatility
= Tactical vs structural = Global views for growth, policy, and inflation * Scenario analysis
= Regional variances and dislocations = Correlation and common factors

Identify the objective for each security in the portfolio

< B Y

Core Strategic Positions Return Seeking ldeas Defensive Offsets
= Long-term positions driving the portfolio = High conviction ideas = Paositions design to remove portfolio imbalances
= Strong underlying credit fundamentals = Bottom-up analysis and market dislocations = Benefit from risk-averse environments
= Primarily coupon and yield driven = Higher potential return, but larger risk contributors = Focusing on limiting downside risks

Impact and Fundamental Screening

O,

Myth 4
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Portfolio attributes across: a3 Targeted risk/return

Duration characteristics

Diversification
Curve

Relative returns versus
benchmark

Sector

@ Macro considerations
o Credit quality




The Truths

Impact investing can be Impact can, and should,
applied to both public & go beyond ESG-labelled
private markets bonds

—0—00- [

—00—0 \ g

—0—00-

Bottom-up & top-down Credit impact portfolios

analysis informs impact do not imply lower

investments returns & should be
simply screened as a
credit product

/>

INVEST WITH CONFIDENCE®

T. ROWE PRICE



Important Information

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature, including fiduciary
investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent legal, financial and tax advice before
making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products and
services. Past performance is not a reliable indicator of future performance. The value of an investment and any income from it can go down as well as up. Investors may get back less than the
amount invested. The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to
conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources' accuracy or completeness. There is
no guarantee that any forecasts made will come to pass. The views contained herein are as of the date noted on the material and are subject to change without notice; these views may differ from
those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon specific request. It is not
intended for distribution to retail investors in any jurisdiction.

EEA - Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.a r.l. 35 Boulevard du Prince Henri L-1724 Luxembourg which is authorised
and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

Switzerland - Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. First Independent Fund Services Ltd, Klausstrasse 33, CH-8008
Zurich is Representative in Switzerland. Helvetische Bank AG, Seefeldstrasse 215, CH-8008 Zurich is the Paying Agent in Switzerland. For Qualified Investors only.

© 2023 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/ or apart, trademarks of T. Rowe Price Group, Inc.

202304-2826138
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