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The universe of sustainable equity indexes has increased significantly over the past decade.
In this article, we map the marketplace amid growing investor interest to divest out of fossil
fuel holdings and capture emerging opportunities as the market looks to adopt low-carbon

index solutions.

Executive summary

Investor demand has led to a growing number of sustainable
equity indexes to be launched in the marketplace. These
deploy various selection techniques from exclusionary to
best-in-class to thematic approaches. The major providers
across the ESG index marketplace are MSCI, FTSE and S&P
Dow Jones.

In September 2010, the FTSE KLD Indexes transitioned into
the MISCI ESG Indexes. The MSCI KLD Indexes, such as the
FTSE KLD 400 Social Index, were originally launched in May
1990 and so MSCI can claim to provide the longest track
record of sustainable indexes in the marketplace. Among their
various indexes, the MSCI World SRl is the benchmark index.

In 2001, the FTSE created the family of FTSE4Good Indexes.
These not only pursue similar investment styles as the

DJSI family, but also included indexes with specific theme
or impact investment solutions. Within the FTSE family,

the FTSE4Good Global Index is the benchmark index.

S&P Dow Jones launched a suite of sustainable equity index
products in 1999. Among the DJSI family, the Dow Jones
Sustainability World Index is the benchmark. This has been
complemented by a range of positive exclusion and best-in-
class index strategies.

Within the Deutsche Asset Management ESG family, the
CROCI World ESG strategy was one of the first to be launched.
This is a 75-stock, region-neutral, globally developed market
equity strategy and has been run on a live basis since July
2014. Many of Deutsche Asset Management's ESG strategies
deploy the ESG Engine filter to ensure compliance with lead-
ing standards for environmental, social and governance criteria.

In this article, we examine the sustainable index providers of
MSCI, FTSE and S&P Dow Jones. In future reports we will
expand our coverage to include other providers such as Stoxx/
Deutsche Borse. For the indexes under investigation, these
can be classified according to three investment styles, which
are outlined on the next page and in Figure 1.

Figure 1: An overview of sustainability indexes in the marketplace

ESG approach

MSCI Global SRI Indexes MSCI Global Environment Indexes

MSCI MSCI Global Sustainability Indexes MSCI excluding Controversial MSCI Global Climate Indexes
Weapons Indexes
MSCI Global Low Carbon Indexes MSE Glol?al POSSIIEUEE
Exclusion Indexes

FTSE4Good Index Series

FTSE Environmental Opportunities
Index Series

FTSE All-World excluding Fossil Fuels FTSE Environmental Technology
FTSE F i
Index Series Index Series
FTSE All-World excluding Coal
Index Series

Dow Jones

Sources: MSCI, FTSE, S&P Dow Jones, Deutsche Asset Management (October 2015)
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Investor demand has led to a growing number of
sustainable equity indexes to be launched in the
marketplace - deploying selection techniques from
exclusionary to best-in-class to thematic approaches.

Negative/exclusion

This has been the oldest and most traditional route
whereby certain companies or sectors are excluded from
the investment universe. Exclusions are usually enforced
by “what does a company produce?” and “how do they
operate?” The most common exclusionary criteria relates
to armaments and specifically cluster bombs and land
mines. However, in certain instances this approach can
prove challenging. For example, excluding companies that
are producing alcohol is relatively straight forward, but it
is more challenging to exclude companies that sell it.

Positive/best-in-class

This investment approach focuses on companies that
have historically performed better than their peers within
a particular industry or sector on measures of environ-
mental, social and corporate governance issues. Strategies
can vary such that inclusion captures the top percentile
of the sector or in certain instances inclusion can be
based on momentum whereby low, but improving, ESG-
rated companies become incorporated into an index
strategy. Indeed in strategic beta methodologies, the
best-in-class companies are assigned higher weightings
than others and the index then differs from traditional
market cap weighting.

Thematic investing

Small but growing, this investment style traditionally
refers to targeted investments, typically undertaken

in private markets that are aimed at solving specific
environmental or social problems. This has tended to be
concentrated around environmental issues such as
climate change, for example investing in industries that
promote clean technologies, improve energy efficiency
and reduce pollution.
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ESG reference indexes

The main reference ESG Indexes for each of these three
respective providers are the MSCI World SRI Index, the
FTSE4Good Global Index and the Dow Jones Sustainability
World Index. Each deploys different techniques for index
construction. The fact that the respective sector and constitu-
ent weights of each index is different reveals the subjective
nature of sustainable index construction. However, from a
sector perspective, financials, health care, consumer goods,
technology and industrials dominate, comprising around 75%
of the index with companies listed in the U.S., Switzerland,
the U.K., Japan and Germany constituting the bulk of compa-
nies listed by country. A comparison of country and sector
weights by respective index is illustrated in Figures 2 and 3.
These charts reveal the country and sector biases among the
various indexes. In the case of MSCI, we find there are a
larger concentration of U.S. listings alongside greater expo-
sure to consumer goods and services. For the DJSI family,
listings are more balanced between the U.S. and Europe and
there is greater exposure to health care.

Figure 2: Country allocations of the major
ESG Equity Indexes
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Figure 3: Sector allocations of the major
ESG Equity Indexes
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MSCI ESG Index family

In September 2010, the FTSE KLD Indexes transitioned into
the MISCI ESG Indexes. The range of MSCI KLD Indexes, such
as the FTSE KLD 400 Social Index, were originally launched in
May 1990 and so can claim to be the longest-running sustain-
able indexes in the marketplace. MSCI ESG Research provides
a broad range of ESG research services analyzing all compa-
nies that are part of the MSCI All Country World Index (ACWI).
ESG ratings, data and analysis from MSCI ESG Research are
systematically used in the construction of the MSCI ESG Index
family. MSCI provides index solutions for all major ESG invest-
ing approaches, namely best-in-class, exclusion and impact
investing, Figure 4. Most MSCI ESG Indexes are designed to
provide low active sector and country biases relative to their
parent indexes in order to ensure a low tracking error.

Figure 4: The family of MSCI ESG Indexes

Figure 5: The MSCI Global Socially Responsible Indexes
exclude companies that are inconsistent with specific values-
based criteria and specifically companies involved in the
following activities: alcohol, civilian firearms, gambling, mili-
tary weapons, nuclear power, tobacco, adult entertainment
and genetically modified organisms. Additionally, these
indexes target companies with high ESG ratings relative to
their sector peers, to ensure the inclusion of best-in-class
companies from an ESG perspective. Sector weights are also
closely aligned to the relative sector weights of the underlying
MSCI Global Investable Market Indexes to limit the systematic
risk introduced by the ESG selection process. The composition
of the MSCI Global Socially Responsible Indexes are reviewed
on an annual basis in May and rebalanced in August, Novem-
ber and February.

Unlike the MSCI Global Socially Responsible Indexes,

which use negative or exclusionary screens, the MSCI Global
Sustainability Indexes are constructed by applying a best-in-
class selection process to companies in the regional indexes
that make up the MSCI ACWI. The methodology aims to
include securities of companies with the highest ESG rating
representing 50% of the market capitalization in each sector
and region of the parent index. Companies that are not exist-
ing constituents of the Global Sustainability Index family must
have an MSCI ESG Rating of “BB"” or above and an Impact
Monitor score of 3 or above to be eligible.

Launched in September 2014, the MSCI Low Carbon Indexes
are intended to help identify potential risks associated with
the transition to a low-carbon economy RUYslIERg=ToI =gt lgle)
the performance of the broad equity market. As a result, this
suite of low-carbon indexes is designed to address two
dimensions of carbon exposure: first, carbon emissions and
second, fossil fuel reserves.

MSCI ESG Index families

Positive/best-in-class

Negative/exclusion

Thematic investing

MSCI Global Socially Responsible Indexes (SRI) MSCI Global Environment Indexes
MSCI Global Low Carbon Indexes MSCI excluding Controversial VWWeapons Indexes MSCI Global Climate Indexes
MSCI Global Sustainability Indexes MSCI Global Fossil Fuels Exclusion Indexes _

Sources: MSCI, Deutsche Asset Management (November 2015)
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Figure b: The methodology and weighting scheme for the family of MSCI ESG Indexes

ESG Index family

Basic methodology

Weighting scheme

MSCI Global . . . . . ) )
Sociall Consist of companies with the highest ESG ratings making up 25% of the adjusted Market ca
Y . market capitalization in each sector of the underlying index and exclude companies . 4
Responsible . . ; . . . R weighted
involved in certain business like alcohol, tobacco, gambling, civilian firearms
Indexes (SRI)
MSCI Global . . . . . . .
Sustainabilit Consist of companies with the highest ESG ratings making up 50% of the adjusted market Market cap
4 capitalization in each sector of the underlying index weighted
Indexes
Low carbon targets indexes: Overweight companies with low (potential) carbon emissions Minimum carbon
MSCI Global 2 ' 2 o 8 emission weight
Low Carbon
Indexes : . . L . - Market ca
Low carbon leader indexes: Overweight companies with highest (potential) carbon emissions Sl P
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Indexes
Global excluding coal indexes: Exclude companies with coal reserves used for
MSCI Global T
Fossil Fuels Market cap
Exclusion . . i . . weighted
Indexes Global excluding fossil fuels: Exclude companies with fossil fuel reserves used for
energy purposes
MSCI Global . . . . .
Environment Consist of companies that derive at least 50% of their revenues from environmentally Market cap
Indexes beneficial products and services like alternative energy, green building, pollution prevention weighted
MSCI Global Consi.sts of 109 companies thaft are global leaders ir] addressing the conditions that Equal
: contribute to climate change, i.e., renewable energies, future fuels, clean technology L
Climate Index weighting

and efficiency

Sources: MSCI, Deutsche Asset Management (November 2015)

The MSCI Global Low Carbon Target Indexes aim to reflect a
lower carbon exposure than that of the broad market by over-
weighting companies with low-carbon emissions relative to
sales and those with low potential carbon emissions per
dollar of market capitalization. As a result, the indexes aim to
increase exposure to more carbon-efficient companies and
decrease exposure to large current and future emitters. The
indexes are designed to achieve a target level of tracking error
while minimizing the carbon exposure. Index reviews are
undertaken twice a year at the end of May and November.

In contrast, the MSCI Global Low Carbon Leaders Indexes
exclude companies with high-carbon emissions relative to
sales and those with high potential carbon emissions per
dollar of market capitalization. This is achieved by ranking
constituents by their carbon intensity such that the top 20%
of securities, by number, are excluded from the index. Like
the MISCI Global Low Carbon Target Indexes, index reviews
are undertaken in May and November.
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Figure 6: The methodology of the FTSE ESG Rating model

Data hierarchy Score assessment

Top level 1 ESG Rating

Second level 3 Pillar Scores
Environmental, social,
governance

Third level 14 Theme Scores
e.g., anti-corruption, climate
change, health and safety

Fourth level 350 indicators

Typically 10-35 per Theme
An average of ~125 indicators
apply per company

Exposure assessment Data range

Absolute ESG Rating:

0-5 to 1 decimal point

ESG Supersector relative
ESG Rating: 1-100 percentile

Absolute ESG Pillar Score:
0-5 to 1 decimal point
Absolute ESG Pillar Exposure:
0-5to 1 decimal point

ESG Supersector relative

ESG Pillar Score: 1-10 decile

3 Pillar Exposures
Measures the relevance
of each of the 3 Pillars
to each company

Absolute ESG Theme Score:
0-5to 1 decimal point
Absolute ESG Theme Exposure:
0-5 to 1 decimal point

14 Theme Exposures
Measures the relevance
of each of the 14 Themes
to each company

Indicator applicability is
relative to theme exposure

Points assigned per
indicator met

http://www.ftse.com/products/downloads/FTSE-ESG-Methodology-and-Usage-Summary-Full.pdf. Sources: FTSE, Deutsche Asset Management (November 2015)

Other indexes within the MCI ESG family include the MSCI
excluding Controversial Weapons and MSCI Global Fossil
Fuel Exclusion Indexes. Not surprisingly, these indexes adopt
exclusion criteria such that the MSCI excluding Controversial
Weapons Index excludes all companies that are involved

in cluster bombs, land mines, depleted uranium and
chemical and biological weapons. The MSCI Global Fossil
Fuel Exclusion Indexes are comprised of indexes that either
exclude companies with coal reserves used for energy
purposes or companies that use fossil fuels (oil, gas and coal)
for energy purposes.

Meanwhile the MSCI Global Environment Indexes and MSCI
Global Climate Indexes are inclusionary indexes selecting
companies that either derive at least 50% of their revenues
from environmentally beneficial products and services, such
as alternative energy, green building and pollution preventing,
or are global leaders in addressing the conditions that
contribute to climate change, such as renewable energies
and clean technologies, Figure 5.

FTSE ESG Index family

The FTSE4Good Index Series, launched in 2001, is a visible
benchmark for identifying companies with good holistic ESG
approaches and is a sub-product of FTSE ESG Ratings. FTSE
ESG Ratings is a tool for investors to incorporate ESG factors
along with other company information into their investment
decision-making process. It provides a snapshot of a compa-
ny's transparency and management of environmental and
social issues relevant for its business activities and the gover-
nance by which this is managed.

Inclusion in the index is reviewed in June
and December, and for those companies

that fall below the threshold for inclusion
they will be notified and provided with a
period of time to improve.

The FTSE ESG Ratings, which cover all securities in the

FTSE All-World Developed Index, are based on around

350 indicators covering around 4,100 companies with three
exposure levels, five rating scores and 14 themes, Figure 6.
So for example, a company is assessed across 14 themes and
assigned a score and risk exposure for each ESG thematic
pillar. From here a cumulative score and risk exposure for
each of the environmental, social and governance pillars is
compiled to deliver a single ESG rating, which is a cumulative
calculation of total ESG performance. At each of the theme,
pillar and overall levels there is a rating and an exposure grad-
ing based on the underlying data gathered.

The FTSE ESG Ratings are then used to determine the con-
stituents of the FTSE4Good Index, which in turn measures the
performance of companies demonstrating strong environ-
mental, social and governance practices. Inclusion in the
index is reviewed in June and December, and for those com-
panies that fall below the threshold for inclusion they will be
notified and provided with a period of time to improve. If after
this time has expired the company has not made sufficient
progress it will be removed from the index.
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Figure 7: FTSE ESG Index family

ESG Index family ESG approach Basic methodology

Weighting scheme

Only include companies that meet certain ESG criteria, especially

FTSE4Good : - . .
All-World Best-in-class a minimum FTSE ESG Rating, and excludes companies Market cap
Index Series and exclusion manufacturing tobacco, weapon systems and components for weighted
controversial weapons
FTSE All-World . .
. ) . Exclude companies that have a certain revenue and/or reserve Market cap
excluding Fossil Fuels  Exclusion ) .
) exposures to fossil fuels weighted
Index Series
FTSE All-Worldex . . .
: . Exclude companies that have certain exposure to coal mining or Market cap
excluding Coal Exclusion . .
; general mining and/or reserve exposures to coal weighted
Index Series
FTSE Environmental . Includes a fixed number of companies that derive at least 50% of
Thematic . . . . Market cap
Technology . . their business from environmental markets and technologies, e.g., .
) investing . . weighted
Index Series renewable and alternative energy, energy efficiency, etc., to coal
FTSE Environmental . Only includes companies that derive at least 20% of their business
. Thematic . . Market cap
Opportunities . . from environmental markets and technologies, e.g., renewable and .
investing weighted

Index Series

Sources: FTSE, Deutsche Asset Management (November 2015)

The FTSE4Good Index Series has been designed to create a
family of benchmark and tradable indexes in response to the
growing interest in socially responsible investment around
the world. Within the FTSE4Good Series, there are currently
five indexes:

1 | FTSE4Good Global Index
2 | FTSE4Good USA Index
3 | FTSE4Good Europe Index
4 | FTSE4Good U.K. Index

5 | FTSE4Good Japan Index

The FTSE also compiles specific thematic indexes with an
environmental or ESG bias, Figure 7. The FTSE All-World
excluding Fossil Fuels Index Series is a market-capitalization
weighted index designed to represent the performance of the
constituents of the FTSE All-World Index after the exclusion of
companies that have a certain revenue and/or reserve expo-
sure to fossil fuels.

alternative energy, pollution control, etc.

This is becoming increasingly relevant for global investors
due to the downward revaluation risks associated with
stranded assets. Stranded assets are fossil fuel deposits that
must remain unburned or in the ground for the world to avoid
the worst impacts of climate change. The U.K. and Canadian
stock markets are particularly exposed in this regard given
the large share of fossil fuel companies listed on their domes-
tic stock exchanges as measured by market cap. Meanwhile,
the FTSE All-World excluding Coal Index Series is designed to
represent the performance of companies of the FTSE All-
World Index after the exclusion of companies that have
certain exposure to coal mining or general mining and/or
reserve exposures to coal.

The FTSE Environmental Technology Index Series
measures the performance of companies globally whose
core businesses is the development and deployment
[QEERTTaInERIEIRETlalollefe[sH] as defined by the FTSE
Environmental Markets Classification System (EMCS). These
include renewable and alternative energy, energy efficiency,
water infrastructure and technology, waste management and
technologies, pollution control, environmental support ser-
vices and food, agriculture and forestry. Forming part of the
overall FTSE Environmental Markets Index Series, the FTSE
Environmental Technology Index Series requires companies
to have at least 50% of their business derived from environ-
mental markets and technologies as opposed to at least 20%
for the FTSE Environmental Opportunities Index Series also
outlined in Figure 7 above.
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Figure 8: RobecoSAM'’s Corporate Sustainability Assessment*

Economic dimension

Environmental dimension

Social dimension

Anti-crime policy/measures
Brand management
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corruption and bribery
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Business risks large projects/export finance
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Addressing cost burden
Bioethics
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Controversial issues, dilemmas in lending

Corporate governance
Climate strategy

Customer relationship management

Electricity generation

Innovation management

Environmental footprint

Market opportunities

Environmental policy/management system

Marketing practices

Environmental reporting

Price risk management

Operation eco-efficiency

Research and development

Transmission and distribution

Risk and crisis management

Water-related risks

Stakeholder engagement
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Financial inclusion/capacity building
Health outcome contribution
Human capital development

Labor practice indicators

Social reporting

Stakeholder engagement

Standard for suppliers

Strategy to improve access to drugs
or products

Talent attraction and retention

* The actual criteria used within the questionnaire will vary from industry to industry to reflect industry-specific drivers. Each criterion can contain between 2-10 questions

Source: RobecoSAM (April 2015)

Dow Jones Sustainability Index family

Launched in 1999, the Dow Jones Sustainability Indexes
(DJSI) track the stock performance of the world’s leading
companies in terms of economic, environmental and
social criteria.

Dow Jones uses a best-in-class approach by deploying
RobecoSAM'’s Corporate Sustainability Assessment (CSA)
methodology, which assesses a company’s sustainability
profile. This entails RobecoSAM every March inviting the
world’s largest 3,400 publicly traded companies to participate
in the annual CSA. This means that no sector of the global
economy is excluded from the process as the assessment
aims to identify the best companies in each industry.

A total of 59 industry groups, derived from the GICS industry
classification system, are analyzed by RobecoSAM using
industry-specific questionnaires featuring 80-120 questions.
However, for companies that choose not to respond to

the CSA questionnaire and that meet certain size criteria,
RobecoSAM complete the questionnaire to the extent possi-
ble, based on publicly available information.

Companies are evaluated on a range of financially relevant
sustainability criteria covering the economic, environmental
and social dimensions, Figure 8. The actual criteria used
within the questionnaire will vary from industry to industry to
reflect industry-specific drivers. Each criterion can contain
between 2-10 questions. Companies receive a Total Sustain-
ability Score (TSS) between 0-100 and are ranked against
other companies in their industry.

There are four sub-groups to the DJSI family, which are
outlined below and in Figure 9:

1| DJSI Broad Market Indexes are comprised of a family of
twelve indexes, of which the Dow Jones Sustainability
World Index is the flagship index. To qualify for member-
ship of the DJSI World Index, companies must be ranked
in the top 10% by Total Sustainability Score (TSS) from
each of the 59 industrial classifications of the 2,500 larg-
est companies across 47 countries in the S&P Global
Broad Market Index.

The composition of the DJSI is reviewed every September
based on the TSS. The latest review was announced on
September 10, 2015 with the index comprising 317 compo-
nents in 59 classified industries across 26 countries.
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Figure 9: An overview of the Dow Jones Sustainability Index family

Index family

ESG approach

Basic methodology

Weighting scheme

Contain the top 10% stocks with the highest RobecoSAM

Market
DJSI Broad Market Best-in-class Total Sustainability Score (TSS) from each industry using the a.r ercap
. e weighted
RobecoSAM industry classification
In contrast to the DJSI Broad Market Indexes, the DJSI Diversified Market ca
DJSI Diversified Best-in-class Indexes aim to be country- and sector-neutral relative to the S&P weiahted P
Global LargeMidCap Index and its regional subsets 9
Include a fixed number of largest companies in the DJSI Broad Weighted by
DJSI Blue-Chip Best-in-class Market Indexes. Constituents are weighted by their normalized sustainability
Total Sustainability Score score
DJSI Ethical . Exclude companies from the DJSI Broad Market Indexes that are
: Best-in-class . . . . . Market cap
Exclusion . active in certain sectors like alcohol, tobacco, gambling, firearms, .
and exclusion weighted
Sub-Indexes cluster bombs, etc.

Sources: S&P Dow Jones (September 2015)

Figure 10: Country allocation of the
DJ Sustainability World Index
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Sources: S&P Dow Jones (January 2016)

Figure 11: Sector allocation of the
DJ Sustainability World Index
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Source: S&P Dow Jones Indexes (Data as of January 2016 )

From a country perspective, the Dow Jones Sustainability
World Index is dominated by stocks listed in the U.S., the
U.K., Switzerland, Germany, France and Australia, {i¥sllelg}
combined account for almost 75% of the index, Figure 10.
Meanwhile financials, health care, consumer goods and tech-
nology dominate from a sector perspective, Figure 11.

2 | DJSI Diversified Indexes cover stocks that are selected
within country and sector based on corporate sustainabil-
ity score rankings until one-third of the float-adjusted
market capitalization of each country/sector combination
within the index universe has been captured. In total,
there are ten DJSI Diversified Indexes covering both the
developed and developing world. The flagship DJ Sustain-
ability World Diversified Index was launched in May 2013
and is rebalanced semiannually in March and September.

3 | DJSI Blue-Chip Indexes In total, there are ten DJSI Diversi-
fied Indexes covering both the developed and developing
world. The benchmark within this category is the Dow
Jones Sustainability World 80 Index. It tracks the perfor-
mance of the largest 80 companies globally that are
included in the Dow Jones Sustainability World Index. The
companies are then weighted by their TSS sustainability
score. The index was first launched in August 2008 and is
rebalanced annually.

4 | DJSI Ethical Exclusion Sub-Indexes exclude companies
from the DJSI Broad Market Indexes that are engaged in
certain sectors such as tobacco, gambling and arma-
ments, among others. The Dow Jones Sustainability
World Enlarged Index excluding Alcohol, Tobacco, Gam-
bling, Armaments & Firearms and Adult Entertainment
represents the top 20% of the largest 2,500 companies in
the S&P Global BMI based on long-term ESG criteria and
excludes companies who operate in certain activities.
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The suite of Deutsche Asset Management
ESG strategies

Deutsche Asset Management offers a range of ESG-focused
strategies. As outlined in the previous article, the ESG Engine
is used to create a wide range of bespoke investment
products. The engine applies a proprietary aggregation meth-
odology to data obtained from leading third-party experts
who determine whether there is an underlying ESG exposure.
One of the first investment products was the CROCI World
ESG strategy. This has now been complimented by a range of
alternative screens including a corporate fixed income and a
sovereign EM screen, among others. For the CROCI World
ESG strategy, the selection methodology starts from the
MSCI World Index, excluding financials. Once all non-compli-
ant ESG stocks are excluded, the remaining stocks are ranked
by their respective trailing 12-month economic P/E. Figure 13
details the list of CROCI ESG criteria based on controversial
business activities as well as breaches of norms while per-
forming business activities in accordance with the UN Global
Compact. The economic P/E ratio is a valuation of a compa-
ny’s additional reserves and liabilities, which is tracked and
systematically adjusted by the CROCI team. The idea is to
make companies comparable regardless of region and/or sec-
tor. The top 75 stocks are then selected and in order to ensure
region neutrality, the same weights as the MSCI World Index
are targeted. As a result, the CROCI World ESG strategy is

a 75-stock, region-neutral, globally developed market-equity
strategy and has been run on a live basis since July 2014.

The CROCI World ESG strategy has a 99% correlation to
the CROCI World Strategy (100 stocks) and brings together
two of Deutsche Asset Management’s key capabilities:
equity valuation and investable strategies from CROCI
alongside ethical reporting via the ESG Engine. The CROCI
World ESG strategy therefore deploys an exclusionary

ESG filter on companies that have material exposure to
non-compliant activities.

Conclusion

Sustainable indexes are moving into the mainstream as
investors increasingly look to exclude non-compliant ESG
companies, but also to gain exposure to positive/best-in-class
investment solutions. We identify MSCI, FTSE and S&P Dow
Jones as the main ESG equity index providers. Alongside
World ESG Indexes, we are also witnessing the growth of
specific thematic ESG Indexes that aim to address pressing
environmental and/or social challenges. The most popular
among this group are low-carbon or environmentally focused
indexes, with MSCI and FTSE the major providers. The devel-
opment of these indexes reflects the growing interest to divest
out of fossil fuel investments to address the threat posed by
global warming. According to Arabella Advisors’ September
2015 report, 436 institutions and 2,040 individuals across

43 countries and representing USD 2.6 trillion in assets have
committed to divest from fossil fuel companies.

Figure 12: The performance of the MISCI,

FTSE4GOOD and DJSI Indexes* compared
160
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Jan. 2, 2008 =100
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W FTSE 4GOOD Global Index M MSCI Global Socially Responsible Index
M DJ World Sustainability Index

40

*BBG tickers: MSCI SRI M4WOSOCR; FTSEAGOOD Global TAGGL;
DJ Sustainability World W1SGITRD
Sources: Bloomberg Finance LP, Deutsche Asset Management (January 2016)

Figure 13: List of CROCI ESG screens

Test for breaches of norms while
performing business activities*

Test for controversial

business activities

Adult entertainment Business ethics

Alcohol Business management
Anti-personnel mines Child labor
Armaments Corruption

Environment

Forced labor

Human rights

Labor rights

Product controversies
Reputational risks
General ESG conformity

Atomic weapons
Cluster munitions
Gambling

Tobacco

Uranium munitions

*In accordance with the UN Global Compact
Sources: Deutsche Asset Management (October 2015)

Within Deutsche Asset Management, our suite of ESG
Indexes deploys the ESG Engine filter to ensure compliance
with leading standards for environmental, social and gover-
nance to provide a variety of ESG investment overlay solutions.
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Important disclosures

CROCI

This paper is intended for Professional Investors only, who
understand the strategies and views introduced in this paper
and can form an independent view of them. CROCI represents
one of many possible ways to analyse and value stocks.
Potential investors must form their own view of the CROCI
methodology and evaluate whether CROCI and investments
associated with CROCI are appropriate for them.

This paper does not constitute marketing of any product con-
nected to CROCI Strategies or an offer, an invitation to offer
or arecommendation to enter into any product connected to
CROCI Strategies. CROCI Investment strategies under various
wrappers may be marketed and offered for sale or be sold
only in those jurisdictions where such an offer or sale is per-
mitted and may not be available in certain jurisdictions due to
licensing and/or other reasons, and information about these
strategies is not directed to those investors residing or located
in any such jurisdictions. This material has been deemed fall-
ing under the MIFID definition of marketing material as not
presented as an objective or independent piece of research in
accordance with Article 24 section 1.a (Article 19.2 in direc-
tive 2004/39/EG) of implementation directive 2004/39/EC.

United Kingdom

This document has been prepared by Deutsche Asset &
Wealth Management. Issued and approved in the United
Kingdom by Deutsche Alternative Asset Management
(Global) Limited of Winchester House, London, EC2N 2DB.
Authorized and regulated by the Financial Conduct Authority.

© Deutsche Bank AG 2017.

This document is a financial promotion for the purposes of the
FCA's Handbook of rules and guidance. This document is a
“non-retail” communication within the meaning of the FCA's
rules and is directed only at persons satisfying the FCA's
client categorization criteria for an eligible counterparty or a
professional client. This document is not intended for and
should not be relied upon by a retail client.

This document is intended for discussion purposes only and
does not create any legally binding obligations on the part of
Deutsche Bank AG and/or its affiliates (“DB"). Without limita-
tion, this document does not constitute an offer, an invitation
to offer or a recommendation to enter into any transaction.
When making an investment decision, you should rely solely
on the final documentation relating to the transaction and not
the summary contained herein. DB is not acting as your finan-
cial adviser or in any other fiduciary capacity with respect to
this proposed transaction. The transaction(s) or products(s)
mentioned herein may not be appropriate for all investors and
before entering into any transaction you should take steps

to ensure that you fully understand the transaction and have
made an independent assessment of the appropriateness of
the transaction in the light of your own objectives and circum-
stances, including the possible risks and benefits of entering
into such transaction. You should also consider seeking
advice from your own advisers in making this assessment.

If you decide to enter into a transaction with DB, you do so in
reliance on your own judgment. The information contained in
this document is based on material we believe to be reliable;
however, we do not represent that it is accurate, current,
complete, or error free. Assumptions, estimates and opinions
contained in this document constitute our judgment as of

the date of the document and are subject to change without
notice. Any projections are based on a number of assump-
tions as to market conditions and there can be no guarantee
that any projected results will be achieved. Past performance
is not a guarantee of future results. DB may engage in trans-
actions in a manner inconsistent with the views discussed
herein. DB trades or may trade as principal in the instruments
(or related derivatives), and may have proprietary positions in
the instruments (or related derivatives) discussed herein. DB
may make a market in the instruments (or related derivatives)
discussed herein. Sales and Trading personnel are compen-
sated in part based on the volume of transactions effected

by them. The distribution of this document and availability of
these products and services in certain jurisdictions may be
restricted by law. You may not distribute this document, in
whole or in part, without our express written permission.

DB SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY
DIRECT, INDIRECT, CONSEQUENTIAL OR OTHER LOSSES
OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY
YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY
RELIANCE ON THIS DOCUMENT OR FOR THE RELIABILITY,
ACCURACY, COMPLETENESS OR TIMELINESS THEREOF

© 2017 Deutsche Bank AG. All rights reserved
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EMEA/APAC

Deutsche Asset Management & Deutsche Bank WM offer
wealth management solutions for wealthy individuals, their
families and select institutions worldwide. Deutsche Asset
Management & Deutsche Bank WM, through Deutsche Bank
AG, their affiliated companies and their officers and employ-
ees (collectively "Deutsche Bank") are communicating this
document in good faith and on the following basis.

This document has been prepared without consideration of
the investment needs, objectives or financial circumstances
of any investor. Before making an investment decision, inves-
tors need to consider, with or without the assistance of an
investment adviser, whether the investments and strategies
described or provided by Deutsche Bank, are appropriate,
in light of their particular investment needs, objectives and
financial circumstances. Furthermore, this document is

for information/discussion purposes only and does not
constitute an offer, recommendation or solicitation to con-
clude a transaction and should not be treated as giving
investment advice.

Deutsche Bank does not give tax or legal advice. Investors
should seek advice from their own tax experts and lawyers,
in considering investments and strategies suggested by
Deutsche Bank. Investments with Deutsche Bank are not
guaranteed, unless specified. Unless notified to the contrary
in a particular case, investment instruments are not insured
by the Federal Deposit Insurance Corporation (“FDIC”) or any
other governmental entity, and are not guaranteed by or obli-
gations of Deutsche Bank AG or its affiliates.

Although information in this document has been obtained
from sources believed to be reliable, we do not guarantee its
accuracy, completeness or fairness, and it should not be
relied upon as such. All opinions and estimates herein, includ-
ing forecast returns, reflect our judgment on the date of this
report and are subject to change without notice and involve a
number of assumptions which may not prove valid.

Investments are subject to various risks, including market
fluctuations, regulatory change, counterparty risk, possible
delays in repayment and loss of income and principal
invested. The value of investments can fall as well as rise and
you may not recover the amount originally invested at any
point in time. Furthermore, substantial fluctuations of the
value of the investment are possible even over short periods
of time.

This publication contains forward looking statements. For-
ward looking statements include, but are not limited to
assumptions, estimates, projections, opinions, models and
hypothetical performance analysis. The forward looking state-
ments expressed constitute the author’s judgment as of the
date of this material. Forward looking statements involve
significant elements of subjective judgments and analyses
and changes thereto and/or consideration of different or addi-
tional factors could have a material impact on the results indi-
cated. Therefore, actual results may vary, perhaps materially,
from the results contained herein. No representation or war-
ranty is made by Deutsche Bank as to the reasonableness or
completeness of such forward looking statements or to any
other financial information contained herein. The terms of any
investment will be exclusively subject to the detailed provi-
sions, including risk considerations, contained in the Offering
Documents. When making an investment decision, you
should rely on the final documentation relating to the trans-
action and not the summary contained herein.

This document may not be reproduced or circulated without
our written authority. The manner of circulation and distribu-
tion of this document may be restricted by law or regulation in
certain countries, including the United States. This document
is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in
any locality, state, country or other jurisdiction, including the
United States, where such distribution, publication, availability
or use would be contrary to law or regulation or which would
subject Deutsche Bank to any registration or licensing re-
quirement within such jurisdiction not currently met within
such jurisdiction. Persons into whose possession this docu-
ment may come are required to inform themselves of, and to
observe, such restrictions.

© 2017 Deutsche Bank AG. All rights reserved
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Kingdom of Bahrain

For Residents of the Kingdom of Bahrain: This document does
not constitute an offer for sale of, or participation in, securi-
ties, derivatives or funds marketed in Bahrain within the
meaning of Bahrain Monetary Agency Regulations. All appli-
cations for investment should be received and any allotments
should be made, in each case from outside of Bahrain. This
document has been prepared for private information purpos-
es of intended investors only who will be institutions. No invi-
tation shall be made to the public in the Kingdom of Bahrain
and this document will not be issued, passed to, or made
available to the public generally. The Central Bank (CBB) has
not reviewed, nor has it approved, this document or the mar-
keting of such securities, derivatives or funds in the Kingdom
of Bahrain. Accordingly, the securities, derivatives or funds
may not be offered or sold in Bahrain or to residents thereof
except as permitted by Bahrain law. The CBB is not responsi-
ble for performance of the securities, derivatives or funds.

State of Kuwait

This document has been sent to you at your own request.
This presentation is not for general circulation to the public in
Kuwait. The Interests have not been licensed for offering in
Kuwait by the Kuwait Capital Markets Authority or any other
relevant Kuwaiti government agency. The offering of the Inter-
ests in Kuwait on the basis a private placement or public
offering is, therefore, restricted in accordance with Decree
Law No. 31 of 1990 and the implementing regulations thereto
(as amended) and Law No. 7 of 2010 and the bylaws thereto
(as amended). No private or public offering of the Interests is
being made in Kuwait, and no agreement relating to the sale
of the Interests will be concluded in Kuwait. No marketing or
solicitation or inducement activities are being used to offer or
market the Interests in Kuwait.

State of Qatar

Deutsche Bank AG in the Qatar Financial Centre (registered
no. 00032) is regulated by the Qatar Financial Centre
Regulatory Authority. Deutsche Bank AG - QFC Branch may
only undertake the financial services activities that fall within
the scope of its existing QFCRA license. Principal place of
business in the QFC: Qatar Financial Centre, Tower, West Bay,
Level 5, PO Box 14928, Doha, Qatar. This information has
been distributed by Deutsche Bank AG. Related financial
products or services are only available to Business Customers,
as defined by the Qatar Financial Centre Regulatory Authority.

Kingdom of Saudi Arabia

Deutsche Securities Saudi Arabia LLC Company, (registered
no. 07073-37) is regulated by the Capital Market Authority.
Deutsche Securities Saudi Arabia may only undertake the
financial services activities that fall within the scope of its
existing CMA license. Principal place of business in Saudi
Arabia: King Fahad Road, Al Olaya District, P.O. Box 301809,
Faisaliah Tower — 17th Floor, 11372 Riyadh, Saudi Arabia.

United Arab Emirates

Deutsche Bank AG in the Dubai International Financial Centre
(registered no. 00045) is regulated by the Dubai Financial
Services Authority. Deutsche Bank AG — DIFC Branch may
only undertake the financial services activities that fall within
the scope of its existing DFSA license. Principal place of
business in the DIFC: Dubai International Financial Centre,
The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E.
This information has been distributed by Deutsche Bank AG.
Related financial products or services are only available to
Professional Clients, as defined by the Dubai Financial
Services Authority.

Australia

In Australia, issued by Deutsche Australia Limited (ABN

37 006 385 593), holder of an Australian Financial Services
License. This information is only available to persons who
are professional, sophisticated, or wholesale investors as
defined under section 761 G of the Corporations Act 2001
(Cth). The information provided is not to be construed as
investment, legal or tax advice and any recipient should take
their own investment, legal and tax advice before investing.
An investment with Deutsche Asset & Wealth Management
is not a deposit with or any other type of liability of Deutsche
Bank AG ARBN 064 165 162, Deutsche Australia Limited or
any other member of the Deutsche Bank AG Group. The capi-
tal value of and performance of an investment is not in any
way guaranteed by Deutsche Bank AG, Deutsche Australia
Limited or any other member of the Deutsche Bank Group.
Deutsche Australia Limited is not an Authorised Deposit-
taking Institution under the Banking Act 1959 nor regulated
by APRA. Investments are subject to investment risk, includ-
ing possible delays in repayment and loss of income and
principal invested.

New Zealand

The interests in the product or Fund may not, directly or indi-
rectly, be offered, sold or delivered in New Zealand, nor may
any offering document or advertisement in relation to any of-
fer of the interests in the product or Fund be distributed in
New Zealand, other than: (A) to persons who habitually invest
money or who in all circumstances can properly be regarded
as having been selected otherwise than as members of the
public; or (B) in other circumstances where there is no contra-
vention of the Securities Act 1978 of New Zealand.

United States

Neither Deutsche Asset Management nor any of its represen-
tatives may give tax or legal advice. Consult your legal or tax
counsel for advice and information concerning your particular
situation. The opinions and forecasts expressed are those of
the contributing authors of this presentation as of February 1,
2016 and not necessarily those of Deutsche AWM Distributors,
Inc. or Deutsche Bank Securities Inc. All opinions and claims
are based upon data at the time of publication of this presen-
tation and may not come to pass. This information is subject
to change at any time, based upon economic, market and other
conditions and should not be construed as a recommenda-
tion. For institutional investors only. Not for retail distribution.
1-40529-2 (12/17)
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