emystifying
Environmental, Social,
Governance (ESG

Sophie Sarsfield, Sustainable
Investment & ESG Manager, provides
an explanation of common terms
associated with ESG (Environment,
Sustainable and Governance).

Sustainability and a desire to live in a more

Y sustainable way, both personally and professionally,
are topics we are hearing about more and more in
our day-to-day lives. More frequently we are hearing

Sophie Sarsfield,

Sustainable about the many issues our world is facing, including
Investment & climate change, inequality, and a lack of financial
ESG Manager wellbeing and inclusion. There is a growing effort

amongst policy makers and international bodies
to put in place solutions to help alleviate these
issues. Financial institutions, particularly wealth
and investment managers, are also tackling what
part they have to play in taking better care of our
world and as fiduciaries of large pools of capital for
investors & retirees globally.

In the investment world, sustainability and ESG
(Environment, Sustainable and Governance) factors
continue to be a driving force for positive change.
There have been significant efforts by policy makers
and regulators to drive capital towards sustainable
investment regulation. With all of this change it

can be hard to keep informed and well-versed on
terminology that is used when discussing sustainable
investment. With that in mind, we have taken some
of the more common terms that are used today
when discussing sustainable investment and try to
demystify these for you.

57 | InPrivate 2023



G

Sustainability ESG factors

Sustainability is when the needs of the present generation A set of non-financial factors that a company uses in their

can be met without compromising the ability of future analysis process to identify material risks and growth

generations to meet their own needs. In doing so, the aim opportunities related to sustainability?®:

is to achieve a balance between economic growth, social

wellbeing and environmental care. N Environmental - the environmental impact of

R a company. Factors such as carbon emissions,

( \’()9 ) energy efficiency, recycling practices, water
Ree” pollution and supply chain sustainability.

Social - the social impact of a company in
terms of their relationships with employees,
customers, suppliers, and stakeholders.
Factors such as equity, inclusion and diversity
metrics measure how the company promotes
social good within its operations.

Governance - the governance around policies
. that balance a company’s financial goals with
QQ its social and environmental responsibility.
Q This includes executive pay and political
contributions, tax strategy and diversity on
the board of directors.

ESG investment strategies may consider the following key issues in the investment process, alongside financial factors:

Environmental Social Governance
N o Privacy and data
R Carbon emissions /e .
L5 y security
[6 -
— Water Stress N <) (SR
——= sourcing

fﬁ Opportunities m Community

in clean tech relations

2%6Source: ESG Investing and Analysis (cfainstitute.org)
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Regulation

EU Sustainable
Finance Disclosure

Regulation (SFDR)

The EU Sustainable Finance Disclosure Regulation
(SFDR) came into force on the 10th March 2021. The
regulations were introduced with the objective of
implementing a harmonised approach in respect of
sustainability-related disclosures for European investment
funds. When fully implemented the disclosure regulations
hope to enable greater transparency for investors and

to allow for a direct comparison on investments when
considering sustainability.

Greenwashing arises when a company provides
misleading or inaccurate information about their
sustainability credentials, making it appear that the
company is more sustainability focused than it truly is.
Greenwashing by a company can be intentional and can
also occur unintentionally.

An investment approach that focuses on incorporating
environmental, social and governance factors into
investment decisions through ESG incorporation and
active ownership/stewardship?.
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. . A concept
ESG incorporation” =3

This involves considering ESG issues when building
a portfolio. ESG incorporation can be achieved using
different approaches as follows:

Integration -Specifically including ESG issues in
investment analysis and decisions, to better manage
risks and improve returns.

Screening - Applying filters to lists of potential
investments to rule companies in or out of contention
for investment, based on an investor’s preferences,
values or ethics

Thematic - Seeking to combine attractive risk return
profiles with an intention to contribute to a specific
environmental or social outcome. Includes impact
investing.

2728https://www.unpri.org/an-introduction-to-responsible-investment/what-is-responsible-investment/4780.article



Where investors can encourage the companies they are already invested
in to improve their ESG risk management or develop more sustainable
business practices.

These are just some of the many terms that have developed as the area
of sustainability and ESG investing has grown. There are many more
terms and the differences between them can at times be very nuanced.
So we recommend that you:

carry out your own research to ensure that how an investment is
described aligns with your personal goals.

ask questions if you are unclear on meaning of some of this
terminology and keep asking until you are comfortable you
understand.

Summary

»  Sustainable investing is a great way to bring about positive social &
environmental change by combining capital and the investors’ desire to make a
sustainable impact through their savings and investments. However, investing
in this manner is not without its challenges, indeed greenwashing is currently a
hot topic.

»  Getting the balance right between enthusiastically embracing sustainability
versus overstating the sustainability claims of products or services, intentionally
or unintentionally, is proving difficult for all industries, investment management
included. However, regulation and industry practices are improving.

»  Making positive change starts with understanding. If sustainable or ESG
investing is something that is of interest to you, be sure to discuss the options
available to you with your Private Client Manager.

To find out more about our commitment to ESG and sustainable

investing, visit bankofireland.com/sustainableinvesting

Phttps://www.unpri.org/an-introduction-to-responsible-investment/what-is-responsible-
investment/4780.article



https://personalbanking.bankofireland.com/save-and-invest/investments/sustainable-investing/sustainable-investing/
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The EUROSTOXX 50®, the Euro Stoxx Equal Weight Constant 50 Index®, the Euro iStoxx World Top 200 Equal Weight Decrement 50 Index® and the EuroStoxx Select Dividend 30 Index are the intellectual property (including registered
trademarks) of Stoxx Limited, Zurich, Switzerland (the “Licensor”), which is used under license. The Bonds based on these Indices are in no way sponsored, endorsed, sold or promoted by the Licensor and the Licensor shall not have any liability
with respect thereto. The Euronext® Euro 50 ESG EW Decrement 50 Index referred to herein (the “Index”) is not sponsored, approved or sold by Societe Generale. Societe Generale shall not assume any responsibility in this respect. Euronext N.V.
or its subsidiaries holds all (intellectual) proprietary rights with respect to the Index. Euronext N.V. or its subsidiaries do not sponsor, endorse or have any other involvement in the issue and offering of the product. Euronext N.V. and its subsidiaries
disclaim any liability for any inaccuracy in the data on which the Index is based, for any mistakes, errors, or omissions in the calculation and/or dissemination of the Index, or for the manner in which it is applied in connection with the issue and
offering thereof. Euronext® Euro 50 ESG EW Decrement Index is a registered trademark of Euronext N.V. or its subsidiaries.

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg"). Bloomberg or Bloomberg’s licensors own all proprietary rights in the Bloomberg Indices. Bloomberg does not approve

or endorse this material or guarantee the accuracy or completeness of any information herein, nor does Bloomberg make any warranty, express or implied, as to the results to be obtained therefrom, and, to the maximum extent allowed

by law, Bloomberg shall not have any liability or responsibility for injury or damages arising in connection therewith. There is no trade connection between New Ireland and any Bloomberg Index referred to above. BLOOMBERG® does
not sponsor, advise, recommend, endorse or promote the New Ireland funds referred to herein and has no liability whatsoever to any person arising out of their investment in those funds.

While great care has been taken in its preparation, this document is of a general nature and should not be relied on in relation to a specific issue without taking financial, insurance or other professional advice. If any conflict arises between this
document and the policy conditions, the policy conditions will prevail. Bank of Ireland Private believes any information contained in this document to be accurate, but Bank of Ireland Private does not warrant its accuracy and accepts no responsibility
whatsoever for any loss or damage caused by any act or omission made as a result of the information contained in this document. Any investment, trading or hedging decision of a party will be based on their own judgment and not upon any views
expressed by Bank of Ireland Private. While the information has been taken from sources we believe to be reliable, we do not guarantee its accuracy or completeness and any such information may be incomplete or condensed. You should obtain
independent professional advice before making any investment decision. Any expression of opinion reflects current opinions of Bank of Ireland Private as at January 2023. Any opinion expressed (including estimates and forecasts) may be subject to
change without notice. This publication is based on information available as at January 2023.

For private circulation only. Not to be reproduced in whole or in part without prior permission. Contact your Private Client Manager for further information. Bank of Ireland - The Governor and Company of the Bank of Ireland, incorporated by
charterin Ireland with Limited Liability. Bank of Ireland trading as Bank of Ireland Private is regulated by the Central Bank of Ireland. “Bank of Ireland Private” is a registered business name of Bank of Ireland. Bank of Ireland also operates under
other trading names that will be detailed in the terms and conditions that concern the relevant product or service. Bank of Ireland is a member of the Bank of Ireland Group. Bank of Ireland is regulated by the Central Bank of Ireland. Registered

Number C-1. Registered Office and Head Office: Bank of Ireland, 40 Mespil Road, Dublin 4

This document contains details of historic and forecast market and index performance.

Warning: If you invest in a product you may lose some or all of the money you invest.

Warning: The value of investments may go down as well as up.

Warning: Past performance is not a reliable guide to future performance.

Warning: These figures are estimates only, they are not a reliable guide to future performance.

Warning: Investments may be impacted by changes in currency exchange rates
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