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A White Knight For Green Investing

CFA Institute — with input from Natixis Investment Managers -
launches global standards to make ESG investing more transparent

Confusion over ESG investment funds

is still prevalent despite regulatory
attempts worldwide to guide investors. In
some cases, regulation has even created
further confusion.

This ongoing lack of clarity heightens
fears among investors of greenwashing.
Nathalie Wallace, Global Head of
Sustainable Investment at Natixis
Investment Managers, says: ‘Regulators
have tried to impose standards, but to
date they have been too prescriptive and
this has not served investors well.”

Clarity may be provided through new
global ESG standards, launched by CFA
Institute with support from investment
industry professionals such as Wallace.
The standards can be applied to any
asset class in any market, providing fund
disclosure transparency for investors.

“We think they could be a gamechanger,”
says Wallace, a member of the technical
committee which devised the standards.
“They have the potential to be as
important as GIPS, which are now used
successfully worldwide to increase trust
and transparency.”

Communication, not
classification

Many investors are aware of ESG

risks and seek information that helps
them to manage this risk. In addition,
investors increasingly seek to align their
investments with their values.
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It is difficult, however, for investors to
understand, evaluate, and compare

ESG approaches used in investment
products because ESG disclosures are
often incomplete, inconsistent, unclear,
or difficult to access. “There is a lack

of clarity on products across the board,”
says Chris Fidler, a senior director in the
Global Industry Standards team at CFA
Institute.

This includes how ESG considerations
are implemented, the terminology to
describe it, the role of engagement and
stewardship, proxy voting and evidence
required to support claims of ESG
considerations.

The inadequacies of current ESG
disclosures have resulted in allegations
of greenwashing, whereby marketing
materials intentionally or inadvertently
mislead investors about the ESG
approaches used.

Take, for example, the terminology
around impacting investing. “/mpact as

a termis in vogue,” says Fidler. “But does
your product really have impact? Or is the
term being used because it appears to
show passion?”

Fidler believes the term is used
indiscriminately and should be reserved
for strategies which genuinely employ
the philosophy and tools to make a
tangible real-world difference. “What we
are looking for via the standards is to get
away from marketing and back to plain
language,” Fidler adds. That may mean
more words and a less eye-catching turn-
of-phrase, but the strategy will be clearer
to investors.
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Key takeaways:

- Until now, governments and
public entities have led the
charge towards regulation and
governance of ESG practices. It
is now up to the industry to seize
the agenda and genuinely add
value for investors.

+ The recently-launched Global
ESG Disclosure Standards for
Investment Products — launched
by CFA Institute with input from
Natixis — aim to standardise the
information communicated by
investment managers about their
products.

+ As adoption among investment
firms increases, the new
standards will provide an
industry-led solution to a
problem which has concerned
investors for too long.
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Regulators have tried to address
greenwashing, but regulation has

not always helped investors make
informed choices. In the case of the EU’s
Sustainable Finance Disclosure Regulation
regulation, the rules have led to a race to
achieve high ESG rankings, rather than to
explain strategies to investors or improve
ESG activities.

Standards are applicable to all
asset classes and markets

The Global ESG Disclosure Standards

for Investment Products, launched in
November 2021, aims to fill the gap left by
regulators. “It's the first global standard for
how fund managers communicate about
ESG in their products,” says Fidler.

The standards avoid prescription, putting
the onus on investment managers to
fully and fairly explain their ESG efforts to
investors.

To enable the whole investment industry to
adopt the standards, they can be applied
to any vehicle, any asset class, any ESG
strategy and in any market globally.

‘Let’s be very clear what is being
standardised here,” says Fidler. “It's not
the products themselves — the standards
in no way restrict the types of products
that managers can offer.” Instead, the
standards aim to standardise the
information communicated by investment
managers about their products. “Everyone
has their own processes, values and
acronyms,” says Fidler. “We are saying,
whatever you do and however you do it,
communicate it clearly.”

Working with regulation, not
against it

The standards are designed to work in
tandem with existing national and regional
regulations governing ESG products. This
makes implementation of the standards
friction free and relatively easy to apply.

APPLICABILITY OF THE STANDARDS

“We view the standards as complementary
to regulation,” says Fidler. ‘But we

differ from regulation in that our sole

aim is to create a level playing field and
transparency.” This contrasts with the
aims of some legislation or regulation,
which can have a political aspect. SFDR
for instance, is designed to improve
transparency, but also has the politically-
driven ambition to help transition Europe
to a more sustainable economy.

“Our aim, as a standard setter in the
investment profession, is to help investors
understand how a product is put together,”
Fidler adds. “We help develop best
practices from a purely investor-centric and
ethical viewpoint.”

The standards can help support the
development of local regulations and
identify under-researched areas relating
to investor protection. Furthermore, when
regulators are launching ESG disclosures
rules, CFA Institute can provide input

to help shape these rules, including by
establishing principles aligned with the
standards.

As big as GIPS?

Like the massively successful GIPS
standards, which the CFA Institute
launched in 1999 and are now a global
standard for performance reporting, the
Global ESG Disclosure Standards for
Investment Products are voluntary.

Disclosures can be examined by
third-party assurance providers but, to
make sure that smaller investment houses
and investment firms in some emerging
markets are not disadvantaged, external
examination is not mandatory.

“Voluntary standards can be as powerful, if
not more so, than regulations as catalysts
for change”, says Wallace. “The ESG
standards can be seen as offering a more
informed way to start a conversation with
investors,” she says.

Investment managers have the flexibility to apply the Standards on a product-by-product basis.

ANY VEHICLE

+ Pooled funds, including ETFs

« Strategies by which individually owned
accounts are managed

- Partnerships

« Contracts
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ANY ASSET CLASS

« Equities, fixed income, real estate,
commodities, infrastructure, derivatives

« Public and private

+ ESG integration
« Screening

« Impact

+ Multi-asset class

+ Thematic

+ Best in Class

« Active Ownership
« Etc.
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ANY ESG/SRI STRATEGY

Natixis Investment Managers uses the
standards to support its sustainable
investment strategic goals across its
multi-affiliate structure. “Natixis Investment
Managers aims to be the European leader
in sustainable investment by 2024 and the
standards will help us get there,” Wallace
says.

The standards help by minimising

the risk of greenwashing by clearly
communicating products’ ESG objectives
to clients, and also to sales teams, internal
control and support functions. The
standards will help to drive Natixis IM's
research, develop its range of sustainable
solutions and support clients on their ESG
journeys.

A recent initiative has been to establish a
data governance group, which assesses
ESG data needs for Natixis products.
Natixis IM has also conducted global
sales listening tours to understand market
trends and investor needs, and offered
climate transition training to all employees.

“These initiatives will allow Natixis IM to
update its ESG classifications across our
affiliates and unify our message around our
ESG products,” adds Wallace.

Investment industry steps up

In recent years, governments and public
entities have led the charge towards
regulation and governance of ESG
practices. They have got the ball rolling.
It is now up to the industry to seize the
agenda and genuinely add value for
investors.

“We think it is time to get serious about ESG
transparency for investors,” says Wallace.
"As adoption among investment firms
increases, the new standards will provide
an industry-led solution to a problem which
has concerned investors for too long.”

Published in January 2023

ANY MARKET

+ Independent of policy objectives (e.g.,
steering of capital to sustainable activities)

+ Independent of legal & regulatory
frameworks

+ Compatible with naming & labelling rules

Source: CFA Institute
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This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when
required by local regulation, only at their written request. This material must not be used with Retail Investors.

To obtain a summary of investor rights in the official language of your jurisdiction, please consult the legal documentation section of the website (im.natixis.com/intl/
intl-fund-documents)

In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. Natixis Investment Managers International is a portfolio management
company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme)
registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendés France, 75013 Paris. [taly: Natixis Investment Managers
International Succursale Italiana, Registered office: Via San Clemente 1, 20122 Milan, Italy. Netherlands: Natixis Investment Managers International, Nederlands (Registration
number 000050438298). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers International, Nordics Filial (Registration
number 516412-8372- Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Provided by Natixis Investment Managers
S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance
du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment Managers S.A.: 2, rue Jean Monnet,
[-2180 Luxembourg, Grand Duchy of Luxembourg. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered
office: Senckenberganlage 21, 60325 Frankfurt am Main. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 Bruxelles,
Belgium. Spain: Natixis Investment Managers, Sucursal en Espafia, Serrano n°90, 6th Floor, 28006 Madrid, Spain. In Switzerland: Provided for information purposes only by
Natixis Investment Managers, Switzerland Sarl, Rue du Vieux College 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zirich.

In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority (register no. 190258) -
registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When permitted, the distribution of this material is intended to be made to
persons as described as follows: in the United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional investors
only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only; in Guernsey: this material is intended to be communicated to and/
or directed at only financial services providers which hold a license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated
to and/or directed at professional investors only; in the Isle of Man: this material is intended to be communicated to and/or directed at only financial services providers which
hold a license from the Isle of Man Financial Services Authority or insurers authorised under section 8 of the Insurance Act 2008. In the DIFC: Provided in and from the DIFC
financial district by Natixis Investment Managers Middle East (DIFC Branch) which is requlated by the DFSA. Related financial products or services are only available to persons
who have sufficient financial experience and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as
defined by the DFSA. No other Person should act upon this material. Registered office: Unit L10-02, Level 10,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab
Emirates In Japan: Provided by Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No.425. Content
of Business: The Company conducts investment management business, investment advisory and agency business and Type Il Financial Instruments Business as a Financial
Instruments Business Operator. In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting
Enterprise regulated by the Financial Supervisory Commission of the R.0.C. Registered address: 34F,, No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan
(R.0.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788. In Singapore: Provided by Natixis Investment Managers Singapore Limited (company registration no.
199801044D) to distributors and qualified investors for information purpose only. In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to professional
investors for information purpose only. In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended
for the general information of financial advisers and wholesale clients only . In New Zealand: This document is intended for the general information of New Zealand wholesale
investors only and does not constitute financial advice. This is not a requlated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available
to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited is not a
registered financial service provider in New Zealand. In Colombia: Provided by Natixis Investment Managers International Oficina de Representacién (Colombia) to professional
clients for informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are rendered exclusively outside of
Colombia. This material does not constitute a public offering in Colombia and is addressed to less than 100 specifically identified investors.

In Latin America: Provided by Natixis Investment Managers International. In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment
advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar 1491, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a
private placement pursuant to section 2 of Uruguayan law 18,627. In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V,, which is not a regulated financial entity, securities
intermediary, or an investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comision Nacional Bancaria y
de Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to herein that require authorization or license are rendered exclusively outside
of Mexico. While shares of certain ETFs may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico,
and therefore the accuracy of this information has not been confirmed by the CNBV. Natixis Investment Managers is an entity organized under the laws of France and is not
authorized by or registered with the CNBV or any other Mexican authority. Any reference contained herein to “Investment Managers” is made to Natixis Investment Managers
and/or any of its investment management subsidiaries, which are also not authorized by or registered with the CNBV or any other Mexican authority.

In Brazil: Provided to a specific identified investment professional for information purposes only by Natixis Investment Managers International. This communication cannot be
distributed other than to the identified addressee. Further, this communication should not be construed as a public offer of any securities or any related financial instruments.
Natixis Investment Managers International is a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF)
under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue
Pierre Mendés France, 75013 Paris.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of specialised investment management
and distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from the jurisdictions
in which they are licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the responsibility of each
investment service provider to ensure that the offering or sale of fund shares or third party investment services to its clients complies with the relevant national law.

The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a recommendation or
an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks and expenses of any investment
carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as
of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire as
may be forecasted in this material. The analyses and opinions expressed by external third parties are independent and does not necessarily reflect those of Natixis Investment
Managers. Past performance information presented is not indicative of future performance.

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee the
accuracy, adequacy, or completeness of such information. This material may not be distributed, published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.

Natixis Investment Managers may decide to terminate its marketing arrangements for this product in accordance with the relevant legislation.
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