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EMERGING MARKET DEBT

IMPLEMENTING AN IMPACT INVESTING

STRATEGY

WHAT IS IMPACT INVESTING?

Impact investing is a broad term used to refer to investment
approaches that emphasise aiming for a positive environmental
and/or social impact. Not being purely philanthropic, such an
intention will typically sit alongside one of attempting to achieve
financial returns, creating a dual objective in a single strategy.

DEFINING ‘IMPACT’

A helpful first step is to define what is meant by ‘impact’, or
‘positive environmental and/or social outcomes’. The 17 United
Nations Sustainable Development Goals (SDGs) are widely
regarded as reflecting the industry standard framework for
defining impact. Insight believes they can best be grouped into
three subsets covering People-oriented goals, Planet-oriented
goals and Prosperity-oriented goals. These three groups may be
thought of as reflecting key impact themes.

Figure 1: SDGs and impact themes

PEOPLE

The People theme includes six of the SDGs that can be thought
of as seeking to improve the outlook for people and overall
societal inclusivity, such as gender equality.

PLANET

In our view, goals that look to improve environmental
sustainability could be considered to have a Planet theme, which
would include affordable and clean energy.

PROSPERITY

Prosperity at a communal level is another impact theme Insight
believes encapsulates a number of SGDs well. A good example is
industry, innovation and infrastructure. Under the Prosperity
theme Insight also include the final two SDGs of peace, justice
and strong institutions, and partnerships for the goals.

UNPARALLELED OPPORTUNITIES IN EMERGING
MARKETS FOR MAKING A POSITIVE IMPACT
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WHAT EMERGING MARKETS OFFER FOR IMPACT INVESTING

There is little doubt that the world currently faces a variety of
crises at both the social and environmental levels. Climate
change perhaps represents the most global threat, while
solvable social emergencies remain commonplace.

Whether considering the potential scale of impact investing, or
the broad scope for positive change, emerging markets (EM) are
arguably unparalleled.

MOST OF THE WORLD’S POPULATION, AND NEARLY ALL OF
THE POOREST PEOPLE, LIVE IN EM COUNTRIES

The countries of the EM are home to 86% of the world’s
population,! so when considering how to best support social and
gender equality and other SDGs, contained within the People
impact theme, it is worth understanding the sheer scale of the
potential to make an impact in EM.

Similarly, Insight believes an investment oriented toward UN SDG
objectives such as no poverty, providing clean water and
sanitation or quality education in EM is likely to help achieving a
demonstrable impact aligned to the People theme.

" Source: International Monetary Fund (World Economic Outlook, October 2023).
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As the UN Sustainable Development Report 2023 shows, the
goal of reaching no poverty remains difficult — 99% of the world’s
poorest live in EM countries.? Figure 2 shows that much of Africa
still faces major challenges, while other EM countries such as
India, Pakistan and Indonesia, to name just three, continue to
face significant challenges.

Figure 2: Eradicating poverty (SDG 1) remains a major
challenge for large swathes of the EM world

Figure 3: Providing affordable and clean energy (SDG 7) is
difficult in many EM countries

Source: United Nations Sustainable Development Report 2023
dashboard, as at March 2024.

MOST OF THE WORLD’S LAND MASS IS WITHIN THE EM

With 77% of the earth represented by EM?, there is significant
scope for impact capital aligned to the Planet theme within EM.
The need to focus on SDG 13, climate action, is clear,
particularly for EM where the devastating effects of
environmental disasters and climate change are clear.

MOST OF THE ENERGY SUPPLY IN EM IS RELIANT ON FOSSIL
FUELS

If you are serious about making an impact on fossil fuels at a
global level, you cannot ignore EM, where over 70% of the
energy supply is reliant on fossil fuels.3 Given the existing
dependency on fossil fuels as the source of so much energy
supply in EM, they arguably should be a focal point for capital. It
may help enhance Prosperity, aligning with SDG 9 focused on
industry, innovation and infrastructure, as well as address the
Planet theme through improving the provision of affordable and
clean energy (SDG 7) — where the UN Sustainable Development
Report 2022 shows there are significant and major challenges
remaining across much of the world (see Figure 3).

Source: United Nations Sustainable Development Report 2023
dashboard, as at March 2024.

THE SCALE OF OPPORTUNITY

The monetary scale of impact opportunities in EM is also eye-
catching. According to the International Monetary Fund (IMF),
meeting the SDGs in 2030 would require additional annual
spending of US$2.6trn in 121 EM countries and low-income
developing countries.* This represents approximately 2.5% of
2030 world GDP.

The International Finance Corporation, as long ago as 2018,
suggested that cities in EM countries could attract more than
US$3.1trn in investments across renewable energy, public
transportation and waste and climate-smart water by 2030.°
Even that sum is dwarfed in the same report, by the estimated
US$24.7trn investment potential in green buildings in cities from
the EM world.

They perhaps present unparalleled potential to benefit all
People, the Planet as a whole and Prosperity in general.

POTENTIAL FINANCIAL BENEFITS OF EM INVESTMENTS

The recent high inflation and monetary tightening cycle has
presented uncertainty in financial assets that may continue to
encourage investors to reconsider their allocations to and within
fixed income, looking for ways to cushion against the risks those
and other uncertainties bring.

EM corporate bond yields are currently still close to their highest
level for about a decade (Figure 4). EM green bonds have offered
a structural yield premium over developed market equivalents
(Figure 5) since 2019, when the EM green bond market really
began to achieve scale.

2 Insight analysis using World Bank data available on poverty, land mass and poverty as at September 2021, setting the poverty gap at

USD5.50 a day (2011 purchasing power parity, PPP).
3 Source: BloombergNEF, New Energy Outlook 2020 dataset.

4Source: International Monetary Fund: Fiscal Policy and Development: Human, Social and Physical Investment for the SDGs January

2019.

5 Source: International Finance Corporation — Climate Investment Opportunities in Cities (2018).
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Figure 4: EM corporate yields remain elevated green bonds, for the same average rating, and despite duration

of EM green bonds being four years shorter, on average.®

9.0
Diversification across a large, heterogeneous asset class: The
8.0 war in Ukraine and ongoing tensions between the US and China
have led to a cloud of uncertainty over markets, particularly in
7.0 emerging markets. Yet with issues available across five
continents as varied as the people that inhabit them, EM
< 60 countries are offering vastly differing fundamentals and impact
- opportunities across that universe, and thus significant
opportunities for active managers to seek to exploit.
4.0 Market size exceeds other mainstream fixed income areas:
The hard currency EM bond market is roughly US$4 trillion in size
3.0 . This is made up of 1,500 issuers from over 100 countries,
2013 2015 2017 2019 2021 2023 . .
across all sectors. Sovereign and corporate issuers represent
Source: Bloomberg. As at 29 February 2024. JP Morgan CEMBI approximately $1.5 trillion each, with the remaining $1 trillion
Broad Diversified Index. Yield to Worst. being quasi-sovereign issues. This compares to the US high yield

market of about $1.6 trillion, or the euro investment grade

Figure 5: Persistent green bond yield premium over
'su I g yield premium ov market of approximately $2.8 trillion (€2.7 trillion)”.

developed markets

Additional demand from conventional bond strategies:

30 Impact debt may be equivalent to conventional debt issued by

o5 the same entity, with similar risk/return characteristics, albeit
with an additional impact commitment. So, conventional bond

20 strategies may decide to invest in an impact bond based on its
financial characteristics alone.

> 1.5

THE RAPIDLY EXPANDING IMPACT

1.0 OPPORTUNITY SET IN EMERGING MARKETS

05 The opportunity set for achieving impact began a decade or
more ago with the introduction of green bonds, but it has grown

0.0 substantially since then, and now accounts for a significant

2019 2020 2021 2022 2023 proportion of EM issuance. At the end of December 2023, the

hard currency impact bond universe had grown to USD 370bn

Source: Bloomberg. As at 29 February 2024. JP Morgan GENIE outstanding, from over 300 issuers (Figure 6) 2

EM Index versus JP Morgan GENIE DM Index. Yield to Worst.
Figure 6: The EM impact bond universe has grown

This yield surge and spread widening has occurred while
substantially in recent years
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7 Source: JP Morgan. As at December 2023.
8 Source: Insight analysis of Bloomberg data, as at 31 December 2023.



The first generation of EM impact funds mostly focussed purely
on green bonds, those with specific projects targeting
environmental outcomes. As the broader market has evolved
and matured, Insight can now see a wider opportunity set in
public fixed income. Insight expect this will improve both

ESG impacts (impact issuers) or capex (improving issuers) is
directly aligned to the UN SDGs or EU taxonomy. For these types
of impact security, Insights believe it is critical to assess the risk
of ‘impact-washing’, to ensure capital is genuinely being used for
the positive advancement investors target.

potential financial returns and the potential breadth and extent
of impact through three types of impact security: ‘impact
bonds’, and bonds from what Insight refers to as ‘impact issuers’
and ‘improving issuers’.

THE OPPORTUNITY FOR IMPACT INVESTING

Insight believe EM offers potentially unparalleled opportunities
for making a positive impact, in a rapidly expanding investment
universe that also has the potential to deliver very attractive
long-term financial returns.

An impact bond is one that specifies its proceeds will be used to
have a positive environmental or social impact. Common types
include green bonds, social bonds and sustainability bonds. As
data availability and issuer frameworks have developed, it has
now become possible to also target impact via issuers whose
business activity is expected to contribute or lead to positive

IMPORTANT INFORMATION

RISK DISCLOSURES

Past performance is not indicative of future results. Investment in any strategy involves a risk of loss which may partly be due to
exchange rate fluctuations.

The performance results shown, whether net or gross of investment management fees, reflect the reinvestment of dividends and/or
income and other earnings. Any gross of fees performance does not include fees, taxes and charges and these can have a material
detrimental effect on the performance of an investment. Taxes and costs incurred when purchasing, holding, converting or selling any
investment, will impact returns. Costs may increase or decrease as a result of certain currency conversions, such as currency hedging,
and exchange rate fluctuations.

Any target performance aims are not a guarantee, may not be achieved and a capital loss may occur. The scenarios presented are an
estimate of future performance based on evidence from the past on how the value of this investment varies over time, and/or prevailing
market conditions and are not an exact indicator. They are speculative in nature and are only an estimate. What you will get will vary
depending on how the market performs and how long you keep the investment/product. Strategies which have a higher performance
aim generally take more risk to achieve this and so have a greater potential for the returns to be significantly different than expected.

Any projections or forecasts contained herein are based upon certain assumptions considered reasonable. Projections are speculative
in nature and some or all of the assumptions underlying the projections may not materialize or vary significantly from the actual results.
Accordingly, the projections are only an estimate.

Portfolio holdings are subject to change, for information only and are not investment recommendations.
ASSOCIATED INVESTMENT RISKS

ESG

* Investment type: The application and overall influence of ESG approaches may differ, potentially materially, across asset classes,
geographies, sectors, specific investments or portfolios due to the nature of the specific securities and instruments available, the
wide range of ESG factors which may be applied and ESG industry practices applicable in a particular investable universe.

* Integration: The integration of ESG factors refers to the inclusion of ESG risk factors alongside financial risk factors in investment
analysis and research to judge the fair value of a particular investment and may also include the monitoring and reporting of such
risks within a portfolio. Integrating ESG factors in this way will not typically restrict the potential investable universe, but rather aims
to ensure that relevant and material ESG risks are taken into account by analysts and/or portfolio managers in their decision-making,
alongside other relevant and material financial risks.

* Ratings: The use and influence of our ESG ratings in specific investment strategies will vary, potentially significantly, depending on a
number of factors including the nature of the asset class and the structure of the investment mandate involved. For an investment
portfolio with a financial objective, and without specific ESG or sustainability objectives, a high or low ESG rating may not
automatically lead to a buy or sell decision: the rating will be one factor among others that may help a portfolio manager in
evaluating potential investments consistently.

* Engagement activity: The applicability of Insight firm level ESG engagement activity and the outcomes of this activity relating to buy,
hold and sell decisions made within specific investment strategies will vary, potentially significantly, depending on the nature of the
asset class and the structure of the investment mandate involved.

* Reporting: The ESG approach shown is indicative and there is no guarantee that the specific approach will be applied across the
whole portfolio.

* Performance/quality: The influence of ESG criteria on the overall risk and return characteristics of a portfolio is likely to vary over
time depending on the investment universe, investment strategy and objective and the influence of ESG factors directly applicable
on valuations which will vary over time.

* Costs: The costs described will have an impact on the amount of the investment and expected returns.



* Forward looking commitments and related targets: Where we are required to provide details of forward-looking targets in line
with commitments to external organisations, e.g. Net Zero Asset Managers Initiative, these goals are aspirational and defined to the
extent that we are able and in accordance with the third party guidance provided. As such we do not guarantee that we will meet
them in whole or in part or that the guidance will not evolve over time. Assumptions will vary, but include whether the investable
universe evolves to make suitable investments available to us over time and the approval of our clients to allow us to align their
assets with goals in the context of the implications for their investments and issues such as their fiduciary duty to beneficiaries.

Insight applies a wide range of customised ESG criteria to mandates which are tailored to reflect individual client requirements.
Individual investor experience will vary depending on the investment strategy, investment objectives and the specific ESG criteria
applicable to a Fund or portfolio. Please refer to the investment management agreement or offering documents such as the prospectus,
Key Investor Information Document (KIID) or the latest Report and Accounts which can be found at www.insightinvestment.com and
where applicable information in the following link for mandates in scope of certain EU sustainability regulations
https://www.insightinvestment.com/regulatory-home/sustainability-regulations/; alternatively, speak to your main point of contact in
order to obtain details of specific ESG parameters applicable to your investment.

Fixed income

*  Where the portfolio holds over 35% of its net asset value in securities of one governmental issuer, the value of the portfolio may be
profoundly affected if one or more of these issuers fails to meet its obligations or suffers a ratings downgrade.

* A credit default swap (CDS) provides a measure of protection against defaults of debt issuers but there is no assurance their use will
be effective or will have the desired result.

* Theissuer of a debt security may not pay income or repay capital to the bondholder when due.

» Derivatives may be used to generate returns as well as to reduce costs and/or the overall risk of the portfolio. Using derivatives can
involve a higher level of risk. A small movement in the price of an underlying investment may result in a disproportionately large
movement in the price of the derivative investment.

* Investments in emerging markets can be less liquid and riskier than more developed markets and difficulties in accounting, dealing,
settlement and custody may arise.

* Investments in bonds are affected by interest rates and inflation trends which may affect the value of the portfolio.

* Where high yield instruments are held, their low credit rating indicates a greater risk of default, which would affect the value of the
portfolio.

* The investment manager may invest in instruments which can be difficult to sell when markets are stressed.
* Exposure to international markets means exposure to changes in currency rates which could affect the value of the portfolio.

* Where leverage is used as part of the management of the portfolio through the use of swaps and other derivative instruments, this
can increase the overall volatility. While leverage presents opportunities for increasing total returns, it has the effect of potentially
increasing losses as well. Any event that adversely affects the value of an investment would be magnified to the extent that leverage
is employed by the portfolio. Any losses would therefore be greater than if leverage were not employed.

*  While efforts will be made to eliminate potential inequalities between shareholders in a pooled fund through the performance fee
calculation methodology, there may be occasions where a shareholder may pay a performance fee for which they have not received
a commensurate benefit.

FIND OUT MORE
Institutional Business Development Consultant Relationship Management @ company/insight-investment
European Business Development www.insightinvestment.com

This document is a financial promotion/marketing communication and is not investment advice.

This document is not a contractually binding document and must not be used for the purpose of an offer or solicitation in any
jurisdiction or in any circumstances in which such offer or solicitation is unlawful or otherwise not permitted. This document should not
be duplicated, amended or forwarded to a third party without consent from Insight Investment.

Insight does not provide tax or legal advice to its clients and all investors are strongly urged to seek professional advice regarding any
potential strategy or investment.

For a full list of applicable risks, investor rights, KIID/KID risk profile, financial and non-financial investment terms and before investing,
where applicable, investors should refer to the Prospectus, other offering documents, and the KIID/KID which is available in English and
an official language of the jurisdictions in which the fund(s) are registered for public sale. Do not base any final investment decision on
this communication alone. Please go to www.insightinvestment.com
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Unless otherwise stated, the source of information and any views and opinions are those of Insight Investment.
Telephone conversations may be recorded in accordance with applicable laws.
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