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ESG criteria

This document contains information on ESG characteristics in the investment business.
It informs you about possible opportunities and risks. These basics can help you with
your investment decisions. For further information and if you have any questions, please

contact your client advisor.

General information on ESG

ESG is now an established term in the investment
business. In this context E stands for Environmental,
S for Social and G for Governance. The ESG criteria
relate to the following topics, among others:

E refers to environmental issues,
such as the promotion of renewa-
ble energy, energy and water
consumption, energy and materi-
al efficiency or even CO, emis-
sions.

Environment

S relates to social issues, such as
health and safety, working
conditions, employer attractive-
ness, supply chain management,
human rights and the promotion
of education and equality,
among other issues.

Social

S

G looks at corporate governance
including, for example, regula-
tions relating to transparency,
audit systems, diversity at
executive levels, remuneration
policy or shareholder rights.

Governance
%

Investing with ESG criteria in mind means taking into
account opportunities and risks in the three areas
mentioned when making investment decisions. It is
important for clients to understand that ESG invest-
ment approaches can have different objectives and that
not all of them are designed to achieve a measurable

positive impact on ESG factors, such as a reduction in
environmental impact.
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ESG risks

ESG risks are current or future environmental, social and
governance events or conditions. These can have a
negative impact on profitability and reputation and, as
a result, on the value of a company, as well as the value
of the investment or asset. These risks can affect individ-
ual asset classes and/or companies, as well as entire
industries or regions. Furthermore, greenwashing can be
understood to be a risk if the expectations of a client are
not in line with the effective ESG characteristics of the
investment. Some examples of ESG risks are shown
below:

Environment: In the context of climate change, a
distinction is made between physical risks and transition
risks. Physical risks include climate-related extreme
weather events, such as storms, heavy rainfall, flooding
and forest fires, but also permanent impacts, such as
rising sea levels or prolonged periods of heat. Transition
risks result, among other things, from changes in the
economy when certain business models are no longer
viable, because consumer behaviour changes or new
technologies displace old ones.

Social: In the social sphere, risks could arise, for example,
from non-compliance with labour law standards,
non-compliance with health protection or even, general-
ly speaking, from the disregard of human rights.

Governance: Examples in this area include unequal
treatment of shareholders, the risks of corruption or
non-compliance with tax honesty in companies and data
protection risks.

ESG risks do not represent a separate type of risk, but
should be understood as risk drivers (in the sense of
being the cause of a risk) that have an effect on existing
types of risk (for example operational risk, credit risk or
market risk). Further information specific to ESG risks,
as well as general and specific risks, can be found in the
brochure "Risks Involved in Trading Financial Instru-
ments" published by the Swiss Bankers Association
(SBA).
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Why invest with the ESG investment approach of
Bank Cler?

Social changes driven by sustainability developments
(climate change, demographic development, etc.) and
the change in economic structures can be addressed and
mapped by taking ESG criteria into account. As a result,
the strategic integration of environmental, social and
governance criteria can increase the competitiveness of
companies, favour the development of new business
models and reduce the risk of corporate missteps
(liability or reputational risks). Accordingly, environmen-
tally friendly business practices and the perception of
social and corporate responsibility open up opportunities
in the investment business. With the ESG investment
approach of Bank Cler, investments can be made in
companies that pursue economic goals, while environ-
mental, social and ethical aspects are taken into
account at the same time. In this way, we aim not only
to reduce investment risks, but also to identify invest-
ment opportunities.

The ESG investment approach at Bank Cler

Overall investment
universe

%
=k
‘

In the first step of our ESG investment process, we apply
exclusion criteria to integrate our standards and values
into the investment universe. Specifically, this means that
we exclude companies that have demonstrably been
guilty of misconduct or violations in the areas of corrup-
tion, the UN Convention on Human Rights and funda-
mental labour rights and have, in doing so, violated
generally accepted standards. As part of our value-based
approach, we also exclude sectors and companies that
generate more than five per cent of their revenue in
particularly controversial business areas (pornography,
armaments, alcohol and tobacco industries, etc.) or
pursue controversial business practices.

Atfer applying
exclusion
criteria

After an
ESG analysis

Using an ESG analysis, the business models of the
companies open for investment are examined systemati-
cally with regards to their environmental and social
commitment, as well as their governance. From this, we
create sector-specific rankings. This enables us to identify
those companies that operate more energy and re-
source-efficiently compared to their competitors, for
example. It is expected that these companies will not
only reduce their risks, but also position themselves
better on the labour market, for example.
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When selecting individual equities, we rely on MSCl's
ESG ratings. When selecting third-party funds, it is
important for us that the analysis of ESG risks is
transparent and credible. We make sure that third-party
funds — in the same way that we do — use a best-in-
class approach or an equivalent ESG integration
approach.

You can find further information on the ESG investment
approach at Bank Cler on our website.

MSCI ESG rating

Global financial services provider MSCI Inc. has made a
name for itself with its equity indices, and portfolio and
risk analyses, as well as research and ratings. MSCI ESG
ratings aim to measure a company's management of
financially relevant ESG risks and opportunities. It does
so using a rules-based methodology to identify industry
leaders and laggards based on their exposure to ESG
risks. The ESG ratings range from leading (AAA, AA) to
average (A, BBB, BB) to lagging (B, CCC). ESG risks and
opportunities can vary by industry and company.
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ESG preferences

The purpose of identifying client ESG preferences is to
ensure that investment decisions are made in line with
the client's ESG preferences and are reflected in their
investments. We distinguish between two preference
expressions: “neutral” and “interested"”. With the prefer-
ence "neutral”, the client is neutral towards ESG aspects
and issues, so that these have no influence on invest-
ment recommendations. The ESG preference “interest-
ed" indicates a client to whom ESG aspects and issues
are important. In line with this preference, financial
instruments that comply with the Bank's ESG invest-
ment approach and have an MSCI ESG rating of at
least "A" are recommended to the client. The client is
also notified if the average rating of their portfolio falls
below the MSCI ESG rating of "A".
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Legal information

This document is for information purposes only and for the exclusive use of the recipient. It does not constitute an offer or a recommenda-
tion to buy or sell financial instruments or to use banking services, and does not relieve the recipient from making their own assessment. This
document is not aimed at any persons whose nationality or domicile prohibits access to such information on the basis of applicable
legislation. Bank Cler does not guarantee the accuracy and completeness of the statements made in this document and disclaims any
liability for losses. Before purchasing financial instruments, it is recommended that you also consult any specific product documentation
that may be available and the information brochure published by the Swiss Banking Association. This document may not be reproduced
without the express consent of Bank Cler.

MSCI disclaimer for its ESG rating

Certain information contained herein (hereinafter referred to as the "Information”) is proprietary to MSCI Inc., MSCI ESG Research LLC or
their affiliates ("MSCI") or information providers (collectively, the "MSCI Parties") or may have been used to calculate points, signals or other
indicators. The Information is for internal use only and may not be reproduced or distributed in whole or in part without prior written
permission. The Information may not be used for an offer to buy or sell or a promotion or recommendation for securities, financial instru-
ments or products, trading strategies or indices, nor does it constitute such an offer, nor should it be used as an indication or guarantee of
future performance. Some funds may be based on or linked to MSCI indices and MSCI may be compensated based on the fund's assets
under management or other benchmarks. MSCI has established an information barrier between index research and certain information.
None of the Information in and of itself can be used to determine which securities to buy or sell or when to buy or sell them. The Information
is provided "as is" and the user assumes all risk from any use they may make or permit to be made of the Information. No MSCI Party
warrants or guarantees the originality, accuracy and/or completeness of the Information and each Party expressly disclaims all warranties,
whether express or implied. No MSCI Party shall be liable for any errors or omissions in connection with any Information contained herein or
for any direct, indirect, special, punitive, consequential or other damages (including lost profits), even if advised of the possibility of such
damages.
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