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When you seek advice from your advisor on which fund to invest in, don’t be surprised that you’ll be asked questions like  “What is your sustainability preference?” or “What is your minimum

requirement for taxonomy alignment?”

You may be wondering what these terms are about. Advisors are trying to understand the sustainability preferences of clients, because the EU regulators aim to protect investors by
requiring more transparency and comparability from the sustainability features of funds.

What is Taxonomy alignment?

To put it simply, taxonomy alignment is analogous to the nutrition facts on a bag of almonds. Instead of showing you how much energy, fibre, and protein they provide, the “nutrition facts” of
a fund – “Taxonomy alignment” – show the portion of the fund invested in “green activities”, in other words, economic activities that qualify as environmentally sustainable under the EU
Taxonomy Regulation.

The EU Taxonomy is a classification system, establishing a list of environmentally sustainable economic activities. It establishes six environmental objectives:

Climate change mitigation
Climate change adaptation
Sustainable use and protection of water and marine resources
Transition to a circular economy
Pollution prevention and control
Protection and restoration of biodiversity and ecosystems

Currently, the technical screening criteria for the first two climate change objectives do in effect cover more than 100 economic activities in nine macro sectors, including manufacturing,
energy, water supply, sewerage, waste management and remediation, transportation, real estate, forestry, as well as information and communication.

It is worth noting that industries with low emission by nature such as retail, healthcare, or finance are not on the list. Instead, the Taxonomy targets sectors with high climate change
mitigation/adaptation need and potential, such as energy, building, and manufacturing to incentivise investments geared towards achieving climate neutrality.

To be Taxonomy-aligned, an economic activity of a company needs to:

make substantial contribution to an environmental objective,
do no significant harm to other environmental objectives that the Taxonomy establishes, and
comply with minimum safeguards with regards to human rights, including workers’ rights, bribery/corruption, taxation, and fair competition.

Technical screening criteria

Substantial contribution to climate change mitigation

Life-cycle GHG emissions from the generation of electricity from geothermal energy are lower than 100g COe/kWh. Life-cycle GHG emission savings are
calculated using Commission Recommendation 2013/179/EU or, alternatively, using ISO 14067:2018 or ISO 14064-1:2018. Quantified life-cycle GHG emissions
are verified by an independent third party.

Do no significant harm (‘DNSH’)
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(2) Climate change
adaptation

The activity complies with the criteria set out in Appendix A to this Annex.

(3) Sustainable use
and protection of water
and marine resources

The activity complies with the criteria set out in Appendix B to this Annex.

(4) Transition to a
circular economy

N/A

(5) Pollution prevention
and control

For the operation of high-enthalpy geothermal energy systems, adequate abatement systems are in place to reduce emission levels in
order not to hamper the achievement of air quality limit values set out in Directive 2004/107/EC of the European Parliament and of the
Council ( ) and Directive 2008/50/EC of the European Parliament and of the Council ( ).

(6) Protection and
restoration of
biodiversity and
ecosystems

The activity complies with the criteria set out in Appendix D to this Annex.

In short, the criteria for Taxonomy alignment are stringent. At this point, the Regulation has established the technical screen criteria for climate change mitigation and climate change
adaptation, while the technical screen criteria of the remaining four environmental objectives are still under development.

How do we manage?

Internally, the “nutrition facts” – i.e. the Taxonomy alignment of our funds – are displayed in the ESGenius App, which allows the user to constantly monitor and manage the “greenness” of
our portfolios.

The chart below demonstrates the Taxonomy alignment of the funds ERSTE WWF STOCK ENVIRONMENT and ERSTE GREEN INVEST. Both funds focus on making a positive impact on
the environment. ERSTE WWF STOCK ENVIRONMENT invests in companies with environmental technologies that have a positive impact on the environment, with a focus on companies
that are primarily active in the areas of water treatment and supply, recycling and waste management, renewable energy, energy-efficiency, and mobility. ERSTE GREEN INVEST
additionally invests in areas of transformation and adaption.

As can be seen, the estimated Taxonomy alignment for these funds stood at 49% and 39% as of March 2023, respectively. In comparison, MSCI World Index has an estimated Taxonomy
alignment of about 5%.

Why not 100% Taxonomy-aligned?

One might expect environmental theme funds to have an extremely high Taxonomy-alignment, say, close to 100%. This may not be desirable nor feasible for several reasons. First, the EU
Taxonomy contains activities of selective industries with specific criteria. Companies themselves may have diverse business segments, not all of which may fall into the Taxonomy-aligned
categories. Indeed, a close-to-100% Taxonomy-aligned portfolio may be achieved by, for example, investing solely in pureplay renewable energy companies. However, the benefits of
diversification to mitigate risk could well be significantly compromised.

Second, technical screening criteria are established with a best-practice approach to technologies within that industry to incentivize companies to achieve said levels. Therefore, it is normal
for the current Taxonomy alignment of companies to be low in general since companies are just embarking on their journey to get closer to the high bar that regulators set.

Lastly, data coverage is a factor of alignment since some of the invested companies are not covered by data providers or not obliged to report their Taxonomy-relevant sales figures.

Conclusion

After all, the “nutrition table” aims to provide information. Ultimately, it is up to investors to use such information and take their own decisions which suit them best. Selecting a fund is a
matter of both individual taste of sustainability and considerations of other important factors including performance, sector diversification, Sharpe ratio, risk appetite, and investment horizon.

ERSTE GREEN INVEST

Advantages for the investor
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Source: EU Taxonomy Climate Delegated Act

Estimated Taxonomy alignment of ERSTE WWF STOCK ENVIRONMENT and ERSTE GREEN INVEST. Source: Erste Asset Management, Presentation since start of ERSTE GREEN INVEST (03.08.2023)
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Broad diversification in companies of the global equity market.
Investment into companies with above average ESG characteristics.
Active stock selection, based on a predefined selection process with a strong environmental focus.
Opportunities for attractive capital appreciation.

Risks to be considered

The net asset value of the fund can fluctuate considerably.
Due to the investment in foreign currencies, the fund value can fluctuate due to changes in the exchange rate.
Capital loss is possible.
Risks that may be significant for the fund are in particular: credit and counterparty risk, liquidity risk, custody risk, derivative risk and operational
risk. Comprehensive information on the risks of the fund can be found in the prospectus or the information for investors pursuant to § 21
AIFMG, section II, “Risk information”.

For further information on the sustainable focus of ERSTE GREEN INVEST as well as on the disclosures in accordance with the Disclosure
Regulation (Regulation (EU) 2019/2088) and the Taxonomy Regulation (Regulation (EU) 2020/852), please refer to the current Prospectus,
section 12 and the Annex “Sustainability Principles”. In deciding to invest in ERSTE GREEN INVEST, consideration should be given to any
characteristics or objectives of the ERSTE GREEN INVEST as described in the Fund Documents.

ERSTE WWF STOCK ENVIRONMENT

Advantages for the investor

Broad diversification in companies of the environmental sector with little capital investment.
Support for WWF’s environmental protection programs by Erste AM.
Opportunities for attractive capital appreciation.
The fund is suitable as an addition to an existing equity portfolio and is intended for long-term capital appreciation.

Risks to be considered

The price of the fund can fluctuate strongly (high volatility).
Due to the investment in foreign currencies, the net asset value in Euro can be negatively impacted by currency fluctuations.
Capital loss is possible.
Risks that may be significant for the fund are in particular: credit and counterparty risk, liquidity risk, custody risk, derivative risk and operational
risk. Comprehensive information on the risks of the fund can be found in the prospectus or the information for investors pursuant to § 21
AIFMG, section II, “Risk information”.

For further information on the sustainable focus of ERSTE WWF STOCK ENVIRONMENT as well as on the disclosures in accordance with the
Disclosure Regulation (Regulation (EU) 2019/2088) and the Taxonomy Regulation (Regulation (EU) 2020/852), please refer to the
current Prospectus, section 12 and the Annex “Sustainability Principles”. In deciding to invest in ERSTE WWF STOCK ENVIRONMENT,
consideration should be given to any characteristics or objectives of the ERSTE WWF STOCK ENVIRONMENT as described in the Fund
Documents.

This document is an advertisement. Unless indicated otherwise, source: Erste Asset Management GmbH. The language of communication of the sales offices is German and the languages of communication of the
Management Company also include English.

The prospectus for UCITS funds (including any amendments) is prepared and published in accordance with the provisions of the InvFG 2011 as amended. Information for Investors pursuant to § 21 AIFMG is
prepared for the alternative investment funds (AIF) administered by Erste Asset Management GmbH pursuant to the provisions of the AIFMG in conjunction with the InvFG 2011.

The currently valid versions of the prospectus, the Information for Investors pursuant to § 21 AIFMG, and the key information document can be found on the website www.erste-am.com under “Mandatory
publications” and can be obtained free of charge by interested investors at the offices of the Management Company and at the offices of the depositary bank. The exact date of the most recent publication of the
prospectus, the languages in which the key information document is available, and any other locations where the documents can be obtained are indicated on the website www.erste-am.com. A summary of the
investor rights is available in German and English on the website www.erste-am.com/investor-rights and can also be obtained from the Management Company.

The Management Company can decide to suspend the provisions it has taken for the sale of unit certificates in other countries in accordance with the regulatory requirements.

Note: You are about to purchase a product that may be difficult to understand. We recommend that you read the indicated fund documents before making an investment decision. In addition to the locations listed
above, you can obtain these documents free of charge at the offices of the referring Sparkassen bank and the offices of Erste Bank der oesterreichischen Sparkassen AG. You can also access these documents
electronically at www.erste-am.com.

N.B.: The performance scenarios listed in the key information document are based on a calculation method that is specified in an EU regulation. The future market development cannot be accurately predicted. The
depicted performance scenarios merely present potential earnings, but are based on the earnings in the recent past. The actual earnings may be lower than indicated. Our analyses and conclusions are general in
nature and do not take into account the individual characteristics of our investors in terms of earnings, taxation, experience and knowledge, investment objective, financial position, capacity for loss, and risk tolerance.

Please note: Past performance is not a reliable indicator of the future performance of a fund. Investments in securities entail risks in addition to the opportunities presented here. The value of units and their earnings
can rise and fall. Changes in exchange rates can also have a positive or negative effect on the value of an investment. For this reason, you may receive less than your originally invested amount when you redeem
your units. Persons who are interested in purchasing units in investment funds are advised to read the current fund prospectus(es) and the Information for Investors pursuant to § 21 AIFMG, especially the risk
notices they contain, before making an investment decision. If the fund currency is different than the investor’s home currency, changes in the relevant exchange rate can positively or negatively influence the value of
the investment and the amount of the costs associated with the fund in the home currency.

We are not permitted to directly or indirectly offer, sell, transfer, or deliver this financial product to natural or legal persons whose place of residence or domicile is located in a country where this is legally prohibited. In
this case, we may not provide any product information, either.

Please consult the corresponding information in the fund prospectus and the Information for Investors pursuant to § 21 AIFMG for restrictions on the sale of the fund to American or Russian citizens.

It is expressly noted that this communication does not provide any investment recommendations, but only expresses our current market assessment. Thus, this communication is not a substitute for investment
advice, does not take into account the legal regulations aimed at promoting the independence of financial analyses, and is not subject to a prohibition on trading following the distribution of financial analyses.

This document does not represent a sales activity of the Management Company and therefore may not be construed as an offer for the purchase or sale of financial or investment instruments.

Erste Asset Management GmbH is affiliated with the referring Sparkassen banks and Erste Bank.

Please also read the “Information about us and our securities services” published by your bank.

Legal disclaimer

https://data.erste-am.com/gem/erste-am/getDocumentContentByIsin/P/AT/EN/AT0000A2DY42
https://data.erste-am.com/gem/erste-am/getDocumentContentByIsin/P/AT/EN/AT0000705660
https://www.erste-am.com
https://www.erste-am.com
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Hebing Dong
Junior Research Analyst, Erste Asset Management
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