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The European Green Deal: Do no significant harm

Dominik Varga

The “European Green Deal”: the ambitious goal of the EU to implement a new growth strategy in an effort to stop emitting greenhouse gases by 2050 and to make economic growth
independent of resource use.

An important part of the measures connected to the European Green Deal is the so-called EU Taxonomy for sustainable investments. Its goal is to provide the markets with a standardised
definition of sustainability in the investment arena.

The idea is on the one hand to prevent green-washing and on the other hand to promote a standardised understanding of the term (i.e. sustainability) in the financial sector. Together with
our research partners, we have therefore had a closer look at the proposal from the TEG (Technical Expert Group) and what it and the Taxonomy mean for companies and their ESG profile.

Do no significant harm

ESG ratings are an important item in the evaluation of companies. ESG ratings reflect an aggregate rating based on all important sustainability criteria of a company. Our research partners
disagreed on the question of what that meant for the establishment of ratings.

On the one hand, it has become clear in our conversations that much is still in the conceptualisation phase; on the other hand, companies are already assessed on the basis of the SDGs
(Sustainable Development Goals), i.e. a framework similar to the proposed EU Taxonomy. Also, the concept of “Do no significant harm” from the EU Taxonomy is already integrated in the
ESG risk management of one of our research partners and set up very much along the specific sectors both in the Taxonomy and in the company rating process of our research partners.

Ready for the Taxonomy?

That being said, much additional research is needed, and we can see a trend towards more sustainability. This can be gathered from the increased level of reporting from companies on
sustainable activities (sustainability reports) as well as from statutory reporting requirements to which listed companies are subjected.

For example, companies on the Hong Kong stock exchange are obliged to publish a sustainability report. This trend is a global one and thus not limited to Europe. However, the TEG is
aware that particularly at the outset it is difficult to monitor full compliance with the Taxonomy.

Flight from Europe

Given the fact that the trend of sustainability reporting from companies has become global, experts do not fear any form of “Taxonomy flight” in the corporate sector.

Our research partners do not expect companies to move their operating business to non-EU states in order to flee the Taxonomy. Also, the EU Taxonomy refers to products that are offered
in the EU. This means it is irrelevant whether companies are based in an EU country or not. As long as they participate in the EU common market, compliance with the EU Taxonomy is
obligatory.

COVID-19 effects

A very common concern is that the sustainability trend in the economy might be relegated to the passenger seat because many companies are currently dealing with the effects of Covid-19.
However, the statements about the packages aimed at providing stimulus to the economy generally do not support that concern. The various states have shown great commitment to the
integration of climate protection criteria with relief credit. This is meant to ensure that the Paris Agreement (i.e. specific emission reduction targets) are not forgotten in the European Green
Deal.


https://sustainabledevelopment.un.org/?menu=1300

Legal note:

Prognoses are no reliable indicator for future performance.

Legal disclaimer

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 websitevww.erste-am.com under “Mandatory
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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
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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.
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