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Evolving to a sustainable economy requires new investment

Environmental solutions, as wide ranging as renewable-energy technologies, meat substitutes
and batteries, could play a critical role in achieving the shift toward a more sustainable global
economy and building a more resilient future. Adopting these solutions could potentially help in
reducing the likelihood of crossing irreversible environmental tipping points, such as significant
climate change, groundwater depletion and biodiversity loss.

An increasing number of investors are keen to capitalize on the financial opportunities
presented by companies participating in this change. The economic rationale is that the shift to
a low-carbon and resource-efficient economy necessitates major investment in new
technologies (e.g., installing new wind- or solar-power capacity, increasing energy efficiency,
and carbon-capture and storage solutions) to replace existing resource-intensive and less-
efficient processes and operations. The resultant technological innovation presents an
opportunity to invest in companies at the forefront of this shift.

An indexed approach built on environmental-opportunity themes

We describe an indexed approach that could help pinpoint companies with exposure to these
environmental opportunities.

The first step in selecting companies would be to identify business activities or themes that are
likely to aid the shift toward a sustainable economy and also to experience significant growth
tailwinds as a result of mass adoption by stakeholders, such as corporations, governments and
the public. This assessment could begin using a broad framework of environmental-opportunity
themes that leverages MSCI ESG Research’s environmental-impact themes and publicly
available taxonomies and frameworks developed by the European Commission and the United
Nations Environment Program.

The second step would be to evaluate a company’s exposure to these themes. Practical
challenges exist in quantifying the extent of many companies’ exposures, however. One way to
approach this analysis would be to estimate a company’s anticipated revenues related to the
theme. Certain companies, especially in emerging technologies, do not offer full disclosure of
their revenues and revenue sources. To address this limited visibility, we would need to use a
different approach to understand their likely exposures.

The final step would be to combine the universe of eligible companies simply and transparently
in a way that can illuminate the rationale behind each company’s inclusion.
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MSCI’s ESG and thematic data can help define opportunity set

The foregoing approach presents some data challenges. To address them, we combine the
datasets of MSCI Sustainable Impact Metrics and MSCI ESG Climate Change Metrics (we refer
to these together as “ESG revenues”) with the MSCI Thematic Relevance Score, which assesses
the strength of a company’s economic link to a theme. By using ESG revenues, we benefit from
an analyst-derived assessment of the strength of a company’s alignment with one or more of
the environmental-opportunity themes. Using the MSCI Thematic Relevance Score helps
capture quickly evolving technologies and solutions and the companies that have exposure to
them along the value chain of businesses aligned with these themes.

We use natural-language processing (NLP) to generate, at scale, granular phrases associated
with the products, services and investments that characterize a theme. These phrases and their
synonyms can then be compared to information from companies on their self-declared
business lines and publicly sourced business descriptions. An example of how we use the MSCI
Thematic Relevance Score methodology is in capturing the subtheme of batteries and electric
vehicles (EV) to find firms whose operations deal with, among other activities, battery packing,
battery-charging infrastructure, battery recycling and battery technologies. This approach would
also include companies that produce non-lithium-based batteries, such as hydrogen fuel cells
and solid-state batteries, as well as metal and mining companies that extract the raw materials
for batteries, such as lithium and zinc. All of these related companies are key players in the
subtheme’s value chain. The words and phrases used in the calculation of the MSCI Thematic
Relevance Score are updated annually to reflect the latest developments within each subtheme.
The MSCI Thematic Relevance Score supplements the exposures from ESG revenues by
establishing an economic linkage with emerging technologies, enhancing the potential to
capture both positive environmental outcomes and innovative or forward-looking environmental
solutions.

The themes that MSCI can currently establish economic linkages for are illustrated in Exhibit 1.
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Exhibit 1: MSCI can measure exposures for these environmental-opportunity themes
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We use a combination of MSCI ESG Research datasets and thematic exposures, built using NLP techniques,
to measure these themes. Themes in the green font use MSCI’s ESG data, and themes in the blue font use
MSCI’s thematic data.

The MSCI Resilient Future Indexes

The MSCI Resilient Future Indexes use the framework in Exhibit 1 and include companies
associated with the development of products or the provision of services focused on the
following eight subthemes: alternative energy, hydro-power generation, batteries and EV value
chain, smart grids, future fuels and technology (the preceding are collectively known as clean-
energy solutions), alternative food and agriculture, water solutions and natural-capital
protection.

Constituent selection. Consistent with the indexed approach described previously, the eligible
universe of the MSCI Resilient Future Indexes is selected based on ESG revenues and the MSCI
Thematic Relevance Score.? Constituents that meet the eligibility criteria for each subtheme are
then pooled to form the index’s constituents.

The indexes also apply a set of exclusion screens whose goal is to control for headline risk and
reduce negative externalities from certain business activities. However, when screening on

' This category includes power generation from hydro-power plants that have a capacity larger than 25 MW. Small hydro-power
plants with a maximum capacity of 25 MW are included in the alternative-energy subtheme.

2 A threshold of 25% is applied as the screen for MSCI ESG revenues, and a threshold of 50% is applied as the screen for the MSCI
Thematic Relevance Score.
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fossil-fuel-based power generation, the index methodology accounts for market sentiment that
supports a nuanced approach, which allows select utilities constituents to remain eligible for
the indexes.® The screening approach balances the potential for negative externalities with

utilities-sector* companies’ potential to shift away from traditional thermal coal-based power
generation to renewable resources or green activities.

Broad adoption across the eight subthemes being captured in the MSCI ACWI Investable
Market Index (IMI) Resilient Future Index (i.e., the resilient-future subthemes) by stakeholders,
such as governments, investors and corporations, helped drive the outperformance of the
MSCI ACWI IMI Resilient Future Index (13.6%) versus the MSCI ACWI IMI Index (11.1%) from
Nov. 30, 2016, to May 31, 2024.° Enthusiasm in supporting the move toward sustainability
contributed to the growth of the subthemes’ weight in the MSCI ACWI IMI over this period.

Exhibit 2: Weidhts of resilient-future subthemes in the MSCI ACWI IMI Index
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Data from the November 2016 to May 2024 index reviews. The weights include overlaps pertaining to
companies with exposure to more than one subtheme.

3 All companies deriving 5% or more of their revenues (either reported or estimated) from thermal coal-based power generation are
excluded, unless they derive 50% or more of their aggregate revenues from alternative energy, hydro-power generation, sustainable
water and natural-capital protection. Based on targeted engagement prior to the launch of the MSCI Resilient Future Indexes, market
participants expressed the need to apply the screening on thermal coal-based power-generation revenues with a 5% threshold, as

also commonly applied in other MSCI ESG and Climate Indexes, while concurrently recognizing the potential for the transition of this
sector.

4 We define sectors using the Global Industry Classification Standard (GICS®). GICS is the industry-classification standard jointly
developed by MSCI and S&P Global Market Intelligence.

® The analysis and observations in this research insight are limited solely to the period of the relevant historical data, backtest or
simulation. There are frequently material differences between backtested or simulated performance results and actual results
subsequently achieved by any investment strategy. Past performance — whether actual, backtested or simulated — is no indication
or guarantee of future performance. None of the information or analysis herein is intended to constitute investment advice or a

recommendation to make (or refrain from making) any kind of investment decision or asset allocation and should not be relied on
as such.
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Securities in the MSCI Resilient Future Indexes are weighted in proportion to their weight in their
respective parent index, with the maximum weight of any issuer capped at 5%.% Based on our
historical simulations, the clean-energy-solutions subthemes have been more heavily weighted
in the MSCI Resilient Future Indexes than the other subthemes — alternative foods and
agriculture, water solutions and natural-capital protection. One reason for this is that clean-
energy solutions are viewed as playing a critical role in addressing environmental challenges
and shaping a resilient future. As the economy evolves and broadens into more diverse
environmental themes, this weighting distribution could evolve.

Exhibit 3. Weights of resilient-future subthemes in the MSCI ACWI IMI Resilient Future Index
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Data from November 2016 to May 2024 index reviews. The weights include overlaps pertaining to
companies with exposure to more than one subtheme.

The MSCI ACWI IMI Resilient Future Index comprised 310 constituents as of the May 2024
index review, covering 3.4% of the constituents in the MSCI ACWI IMI. The index had an 80.2%
weighted-average exposure to the themes captured by the MSCI Resilient Future Index,” a 35.2%
weighted-average exposure to clean-tech solutions® and an 82.3% exposure to stocks with pure-

% Please refer to the MSCI Capped Indexes methodology.

7 Exposure to the resilient-future subthemes is calculated based on the weighted-average of ESG revenues and MSCI Thematic
Relevance Score.

8 Exposure to clean-tech solutions is calculated based on the weighted-average clean-tech revenues. Clean-tech revenues are the
ESG revenues from six clean-tech themes defined in MSCI Sustainable Impact Metrics: alternative energy, energy efficiency, green
building, pollution prevention, sustainable water and sustainable agriculture.
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play involvement in any of the subthemes.® These exposures were 19 times, 6 times and 30
times the respective exposures of the MSCI ACWI IMI. Fossil-fuel exposure'™ was also limited at
0.4%, significantly lower than the 3.5% level in the MSCI ACWI IMI Index.

Exhibit 4: Key metrics of the MSCI ACWI IMI and MSCI ACWI IMI Resilient Future Index

Key metrics MSCI ACWI IMI Resl\illlise ﬁ: ?&YJV:;I:?\I dex
Total return 11.1% 13.6%

Total risk 16.0% 20.3%
Tracking error - 8.5%

Number of constituents* 8,867 310
Turnover 1.9% 23.4%
Exposure to resilient-future subthemes* 4.3% 80.2%
Exposure to clean tech* 6.1% 35.2%
Exposure to pure play on stock* 2.8% 82.3%
Exposure to fossil fuels* 3.5% 0.4%

Data from Nov. 30, 2016, to May 31, 2024. * denotes the value as of the latest index review. Gross returns
are annualized in USD. Turnover is measured as annualized one-way index turnover over index reviews.
The analysis and observations in this product insight are limited solely to the period of the relevant
historical data, backtest or simulation. There are frequently material differences between backtested
or simulated performance results and actual results subsequently achieved by any investment
strategy. Past performance — whether actual, backtested or simulated — is no indication or guarantee
of future performance. None of the information or analysis herein is intended to constitute investment
advice or a recommendation to make (or refrain from making) any kind of investment decision or
asset allocation and should not be relied on as such.

As of June 3, 2024, the four largest sectors in the MSCI ACWI IMI Resilient Future Index were
industrials (41.7%), materials (24.7%), consumer discretionary (primarily due to the high
allocation to the automobiles and components industry) (11.6%) and utilities (11.5%). In terms
of country composition, the U.S. has the largest weight (58.8%) followed by France (6.8%),
Japan (5%) and China (4.8%). The security-selection process within each subtheme spans
sectors and countries.

° Exposure to pure-play stock is the weight of stocks that have 50% or higher ESG revenues or MSCI Thematic Relevance Score.

0 Exposure to fossil fuels is defined as the sum of revenues from thermal coal mining, oil and gas extraction, oil and gas refining,
and fossil-fuel-based power generation.
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Exhibit 5: Sector and country distribution of the MSCI ACWI IMI Resilient Future Index
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As of May 2024, the latest index review.

© 2024 MSCI Inc. All rights reserved. Please refer to the disclaimer at the end of this document.



MSCI

The road to a sustainable economy

Investors with sustainable objectives may be guided by different priorities. Some aim to reduce
current carbon emissions and potential emissions from fossil-fuel reserves by limiting their
exposure to likely stranded assets. Others seek to invest in environmental solutions that could
support the shift to a sustainable economy, choosing to allocate to companies actively engaged
in building a resilient future. The MSCI Resilient Future Indexes are aligned with the latter
approach, selecting constituents that are exposed to environmental-opportunity themes through
their products or services.
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Notice and disclaimer

This document is research for informational purposes only and is intended for institutional professionals with the analytical resources and tools
necessary to interpret any performance information. Nothing herein is intended to promote or recommend any product, tool or service.

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the
property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or indirect suppliers or any third party involved in making or
compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only. The Information may
not be modified, reverse-engineered, reproduced or redisseminated in whole or in part without prior written permission from MSCI. All rights in the
Information are reserved by MSCI and/or its Information Providers.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without limitation), the
Information may not be used to create indexes, databases, risk models, analytics, software, or in connection with the issuing, offering, sponsoring,
managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise
derived from the Information or any other MSCI data, information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION
PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT TO THE INFORMATION (OR THE RESULTS TO
BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY
DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING, WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS,
NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE
INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability
regarding any of the Information for any direct, indirect, special, punitive, consequential (including lost profits) or any other damages even if notified of
the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including
without limitation (as applicable), any liability for death or personal injury to the extent that such injury results from the negligence or willful default of
itself, its servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis,
forecast or prediction. Past performance does not guarantee future results.

The Information may include “Signals,” defined as quantitative attributes or the product of methods or formulas that describe or are derived from
calculations using historical data. Neither these Signals nor any description of historical data are intended to provide investment advice or a
recommendation to make (or refrain from making) any investment decision or asset allocation and should not be relied upon as such. Signals are
inherently backward-looking because of their use of historical data, and they are not intended to predict the future. The relevance, correlations and
accuracy of Signals frequently will change materially.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors
and/or clients when making investment and other business decisions. All Information is impersonal and not tailored to the needs of any person, entity
or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any
trading strategy.

It is not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available
through third party investable instruments (if any) based on that index. MSCI does not issue, sponsor, endorse, market, offer, review or otherwise express
any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to
provide an investment return related to the performance of any MSCI index (collectively, “Index Linked Investments”). MSCI makes no assurance that
any Index Linked Investments will accurately track index performance or provide positive investment returns. MSCI Inc. is not an investment adviser or
fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indexes, but does not manage
actual assets. The calculation of indexes and index returns may deviate from the stated methodology. Index returns do not reflect payment of any sales
charges or fees an investor may pay to purchase the securities underlying the index or Index Linked Investments. The imposition of these fees and
charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are frequently material
differences between back tested performance results and actual results subsequently achieved by any investment strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant
index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc., clients of MSCI or suppliers to MSCI. Inclusion of a
security within an MSCI index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research LLC and Barra LLC, may be used in calculating certain
MSCI indexes. More information can be found in the relevant index methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indexes to third parties. MSCI Inc.’s revenue includes fees based on assets in Index Linked
Investments. Information can be found in MSCI Inc.’s company filings on the Investor Relations section of msci.com.

MSCI ESG Research LLC is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Neither MSCI nor
any of its products or services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products
or instruments or trading strategies and MSCI’s products or services are not a recommendation to make (or refrain from making) any kind of investment
decision and may not be relied on as such, provided that applicable products or services from MSCI ESG Research may constitute investment advice.
MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been submitted to, nor received approval
from, the United States Securities and Exchange Commission or any other regulatory body. MSCI ESG and climate ratings, research and data are produced
by MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize information
from MSCI ESG Research LLC. MSCI Indexes are administered by MSCI Limited (UK) and MSCI Deutschland GmbH.

Please note that the issuers mentioned in MSCI ESG Research materials sometimes have commercial relationships with MSCI ESG Research and/or
MSCI Inc. (collectively, “MSCI") and that these relationships create potential conflicts of interest. In some cases, the issuers or their affiliates purchase
research or other products or services from one or more MSCI affiliates. In other cases, MSCI ESG Research rates financial products such as mutual
funds or ETFs that are managed by MSCI’s clients or their affiliates, or are based on MSCI Inc. Indexes. In addition, constituents in MSCI Inc. equity
indexes include companies that subscribe to MSCI products or services. In some cases, MSCI clients pay fees based in whole or part on the assets they
manage. MSCI ESG Research has taken a number of steps to mitigate potential conflicts of interest and safeguard the integrity and independence of its
research and ratings. More information about these conflict mitigation measures is available in our Form ADV, available at
https://adviserinfo.sec.gov/firm/summary/169222.
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Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD and other MSCI brands
and product names are the trademarks, service marks, or registered trademarks of MSCI or its subsidiaries in the United States and other jurisdictions.
The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and S&P Global Market Intelligence. “Global
Industry Classification Standard (GICS)” is a service mark of MSCI and S&P Global Market Intelligence.

MIFID2/MIFIR notice: MSCI ESG Research LLC does not distribute or act as an intermediary for financial instruments or structured deposits, nor does it
deal on its own account, provide execution services for others or manage client accounts. No MSCI ESG Research product or service supports, promotes
or is intended to support or promote any such activity. MSCI ESG Research is an independent provider of ESG data.

Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy Notice at https://www.msci.com/privacy-
pledge.
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