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TESLA: no investment in environmental funds
Stefanie Schock

Tesla Inc. is not part of the sustainable investment universe of our environmental fund, ERSTE WWF STOCK ENVIRONMENT, which is also the oldest one of the sustainable range of
Erste AM and is subject to strict criteria.

The underlying rationale of the fund is to invest in products or technologies with particularly high environmental utility that fulfil the stringent criteria of WWF Austria (exclusion of coal, oil,
and natural gas, no larger dam projects in the hydroelectric sector, no infringement with the criteria for CITES species protection etc.).

Tesla: Pioneer in e-mobility

E-mobility plays a crucial role in this context, since the technology is regarded as holding large potential despite its controversies. While in the short run smaller diesel- or petrol-driven cars
seem to record lower emissions, e-cars may have the upper hand in the medium to short term.

The predictions about market share development are encouraging as well: the International Energy Agency (IEA) forecasts more than 30% by 2030, with the rate of market penetration
differing widely depending on the region (N.B. China is the most important market, followed by Europe with a share of e-cars of e.g. 46% in Norway; USA is in third place).

Tesla is regarded as pioneer in the field of e-mobility and was admitted to the investment universe as early as 2011. At the same time, however, the company holds one of the most
controversial positions on the stock exchange and has also turned into an ongoing topic of discussion at the WWF environmental advisory board meetings due to a variety of controversies.

That is where controversies are analysed, assessed, and put to vote for possible exclusion. Small-scale controversies can be tolerated, for example if there is no causal link between the
situation and the company in question and the benefit for the environment outweighs the drawback of keeping the company in the invested universe.

“ESG Controversies” – Requirements are not met

However, Tesla has not fulfilled these criteria for a while now: according to our latest research, there have been several reports about a deficiency in vehicle quality and safety, misleading or
unclear product information and marketing, and insufficient work safety standards as recently as August and September 2019. Less recently, we have seen reports of employee age or sex
discrimination and accusations of illegal business practice, misinformation of investors, the declaration of inflated production volume forecasts, and tampered accident numbers, which Tesla
has partially denied.

The company had more OSHA (Occupational Safety and Health Administration) <OSHA, nicht OHSA > entries in 2017 and 2018 than its competitors (Ford, General Motors, and Fiat
Chrysler) and was fined a total of USD 30,000 last year due to non-compliance with Californian safety standards. The evaluation of corporate governance yields a weak result as well, given
that it is not possible to ascertain the independence of various board members. For example, Kimbal Musk, the brother of Elon Musk, is a member of the Board of Directors.

Elon Musk: Resignation as Tesla Chairman

In addition to these specific accusations, which partially resulted in reports and fines, Elon Musk, CEO and most prominent personality of the company, is also known for his sometimes
radical and unpredictable management style.

In particular, he is no supporter of hierarchical systems, bureaucracy, meetings per se, or all measures that obstruct direct communication. “Walk out of a meeting or drop off a call as soon
as it is obvious you aren’t adding value. It is not rude to leave, it is rude to make someone stay and waste their time,” as he wrote in an email about workspace standards.

The evaluation of all these issues has ultimately led us to exclude Tesla from our universe, which also illustrates that in assessing the companies we take into account all the pillars of
sustainability, and sustainable corporate culture is a decisive factor for us.
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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.

Subject to misprints and errors.

Stefanie Schock
Senior Research Analyst, Erste Asset Management

Legal note:

Prognoses are no reliable indicator for future performance.

Legal disclaimer
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