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Introducing Aegon Asset Management

Global client base
* Serving clients in Europe, the Americas and Asia

* Institutional, intermediary and wholesale markets

Investment offerings
* Research-driven active management

* Expertise in fixed income, real assets, equities,
multi-asset & solutions

*  Multi-management

* Aresponsible investment leader

Deeply-resourced
* 1,200 employees

* 376 investment professionals

Assets under management/advisement

*  £348 billion?

As of 31 December 2020. YIncludes joint venture assets.
For Professional Clients only and not to be distributed to or relied upon by retail clients

Global offices

Americas

Europe Asia

Baltimore Irvine Budapest London Hong Kong Shanghai
Cedar Rapids New York Edinburgh Madrid Tokyo
Chicago San Francisco Frankfurt Paris

Groningen

Four global investment platforms

Fixed Income Multi-Asset & Solutions

The Hague

Real Assets Equities

Principal strategic partnerships
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Global Fixed Income integration

Global integration of Aegon Asset Management’s
investment management unit implemented 2020

R A
Fixed income platform includes 136 fixed income

professionals in investment teams across UK, Europe and
us

£166 billion fixed income assets under management

Russ Morrison
Global Chief Investment Officer
Fixed Income

Led by Russ Morrison, Global Chief Investment Officer, Fixed
Income who sits on the AAM Global Management Board

As at 31 December 2020

Our global fixed income platform

Wider perspectives to enhance our top down
positioning

Added depth to idea generation and greater
conviction in issuer selection

Deeper resource to enable rigorous sector
assessments & stress testing

14 strong, dedicated Global Responsible Investment
team to maintain leading ESG position
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Our short-dated credit credentials

It’s our core
business

Deeply-resourced
team

Proven process

Performance

A cost-effective
solution

Focus on
delivering for our
clients

We manage £6.0 billion in investment-grade credit strategies, including £1.9 billion in short-
dated and buy-and-maintain portfolios

Highly experienced portfolio management team blending extensive short-dated, buy-and-
maintain and absolute return experience

Leveraging Aegon Asset Management’s global fixed income and credit research platform

Investment philosophy and process built on strong fundamental credit analysis
Exploiting multiple sources of alpha to deliver strong risk-adjusted performance for clients

ESG analysis fully embedded into investment decision making

cL1

Strong performance within investment-grade corporate bond and short-dated portfolios
Successfully avoiding credit defaults - crucial for the buy to maturity nature of this strategy

Experience in sourcing short-dated bonds via well-established dealing relationships

Segregated mandate solutions

New low-cost pooled fund. Daily-priced UCITS-compliant fund

Strong collaboration with clients for new segregated mandate funding to enhance yield outcome

Client engagement was key in decision to add ABS allocation to enhance portfolio credit quality

As at 30 June 2020
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Executive summary

Attractive risk-adjusted returns

Why short dated
investment grade
credit?

Strong capital-preservation characteristics
*  Attractive yield and spreads with low duration

*  High visibility of future cash flows

*  Treasury investors concerned about negative real returns on cash/money markets

€Ll

Our approach *  Global remit, maximising the investment opportunity set
*  Active, benchmark-agnostic

*  Simple and transparent bond portfolio

Can be *  Pension schemes undergoing de-risking
q attractive for *  Wealth management clients seeking cash-plus alternatives

*  Low carbon intensity vs global short dated corporate bond universe
. Low turnover
*  Short-dated portfolios not short duration

*  An experienced team with a strong record of avoiding defaults and delivering
superior risk-adjusted returns

*  Daily-priced UCITS fund

WLEGON
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Investing in Short Dated Investment Grade Credit

Asset class overview

H
\l
~

WLEGON

Asset Management




Investors are facing negative real returns

Short dated investment grade bonds offer attractive yield and spread for low duration

1.20% - 1.12%
1.00%
0.80%
0.60%
o =
o 0.40% ~
> o1
0.20%
0.00%
-0.20% - -0.11%
SONIA 3 month cash 3yr Gilt 10yr Gilt Wells Fargo 5.25% Western Power
deposit rate 1/8/2023 Distribution 3.625%
6/11/2023
Duration 3 months 2.8 years 9.8 years 2.7 years 2.9 years
Rating AAA AAA AAA A- BBB
WLEGON
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Attractive return profile with record of preserving capital

Rolling returns of BofAML 1-5 year Global Large Cap Corporate Index (1997-Dec 2020)
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Global short-dated investment grade universe

Large, liquid and diverse opportunity set

« US$4.8 trillion of ‘benchmark eligible’ Industry sector weights (%)
investment-grade corporate bonds with Banking 313  Insurance 3.7
less than five years to maturity Financial Services 9.6  Basic Industry 3.6
*  Currently 1,238 unique issuers Energy 71 RealEstate 32
Healthcare 6.0 Telecommunications 3.0
e USS$1.9 trillion ‘rolling-in’ to the universe Utility 5.5  Transportation 25
over the next two years Automotive 5.5 Retail 2.3 l:l
Technology & Electronics 5.3 Media 1.7 ~
Consumer Goods 4.7  Services 0.8
Capital Goods 3.8 Leisure 0.4
Characteristics Rating weights (%)
Effective yield 0.58% AAA 0.7
Modified duration 2.8 years AA 10.4
Average credit quality A- A 42.0
BBB 46.2

WLEGON

Asset Management

Source: ICE BofAML Global Large Cap Corporate 1-5 year Global Index (SUS) as at 31 December 2020




Maximising the opportunity set with a global approach

By number of bond issues By value (USS Trns)
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Aegon Short Dated Investment Grade Bond Fund
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Investment guidelines

Fund name Aegon Short Dated Investment Grade Bond Fund
Co-managers lain Buckle and Rory Sandilands
Objective . Targeting cash +1.25% per annum over rolling three years (gross of fees)

Diversified portfolio that minimises exposure to default and downgrade risk

Minimise turnover and trading costs

Solution to capture sustainable yield with very low risk of default

ESG fully integrated. Low carbon intensity portfolio
Investment . Core of portfolio in investment grade corporate bonds with less than four years to expected maturity
universe . Capped exposure to asset backed securities, high yield, callable and non-rated bonds

Focus on large, liquid issues

=
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Global exposure hedged back to £ - no active currency risk

Guidelines - 100% invested in bonds with less than four years to expected maturity
20% maximum investment in high yield, non-rated and callable bonds
20% maximum investment in asset backed securities
Duration £ 3 years
Maximum 70% holding in BBB rated debt

Share classes . GBP

Fund structure . Irish-domiciled OEIC (UCITs structure)

Accumulation share class or quarterly income distribution

Fee - AMC 15bps; TER 18bps

YLEGON
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Short dated credit not short duration

* We only invest in securities with expected maturity of less than 4 years

* Many short duration funds which invest across the credit curve and hedge interest rate risk, can leave investors
exposed to longer-dated credit risk with less visibility of future cash flows

* Example below demonstrates higher volatility experienced in the longer dated bond, and highlights resilience of
shorter dated bond in periods of market stress

VW: Short vs. medium maturities
110 H —\W 1.625% 30/11/22 VW 4.125% 17/11/2031
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Feb 2020 Mar2020 Apr2020 May2020 Jun 2020 Jul 2020 Aug 2020  Sep 2020
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Global resources, local decision making

888 Portfolio management teams | 73 professionals

Multi-Sector, Leveraged Finance & Sovereign Credit, Alternative Customized Solutions
Investment Grade Emerging Market Rates & Currency Credit & Insurance Asset
Credit & Structured Debt Management

19 portfolio managers 16 portfolio managers 12 portfolio managers 22 portfolio managers 4 portfolio managers

Short Dated Investment Grade Bond Portfolio Management team (Edinburgh)
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| lain Buckle Rory Sandilands |  Euan McNeil Kenneth Ward Alexander Pelteshki Adrian Hull
| Head of Credit, UK Investment Manager |  Investment Manager Investment Manager Investment Manager Head of Fixed Income, UK
| 23 years’ experience 21 years’ experience ! 23 years’ experience 13 years’ experience 13 years’ experience 31 years’ experience
1

a Global research platform | 50 professionals @ Additional resources | 41 professionals

Credit Structured Sovereign Macro Strategy' Responsible Investment
33 professionals 7 professionals 4 professionals 6 professionals 14 professionals

Bank Loans Distressed Debt! Portfolio Analysts Quantitative Solutions
2 professionals 4 professionals 11 professionals 10 professionals

A
Source: Aegon Asset Management as of as of 31 December 2020. Personnel may be employed by any of the Aegon Asset Management affiliates. ‘EGON
Additional resources includes some teams that may support multiple platforms. 'Includes individuals with dual roles. Asset Management




Investment process targets multiple sources of value

Opportunities to add value across a range of market conditions

Opportunities to add value across a range of market
conditions

Core investment-grade stock selection

Embracing mandate flexibility

Investment - Incremental return drivers
grade stock
selection

H
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Early
redemptions
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Understanding the credit profile

Active managers have the advantage of being able to focus on:

@ Companies with clear, sustainable cash flows over short-to-medium term.
ESG Embedding analysis of environmental, social and governance factors 'oéo
N
e% Monitoring the direction of the credit profile — likelihood of return of capital is key
\ A major consideration is the ability to refinance upcoming maturities
WLEGON
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ESG analysis fully embedded

ESG integration

*  ESG analysis, including climate risk, embedded in research process
alongside traditional metrics to assess an issuer’s credit profile

*  We utilise proprietary ESG credit framework based on 1-5
categories

* Integration approach independently endorsed by PRI, ShareAction
and key industry bodies

*  Portfolio aims to have bias to issuers with ESG categories 1-3

Exclusions

*  Controversial weapons

*  Tobacco

Credentials
*  Over 30 years of investing responsibly

*  Experienced, dedicated Responsible Investment team of 14
professionals*

*  Active ownership and engagement programme — 564 firm-wide
engagements in 2019

*As at 31 December 2020

Proprietary ESG credit research framework

Category

Description

1 Responsible
Leader

2 Minimal Risk

3 Event Risk
Potential

4 Credit Outlook
Impact

5 Internal Rating
Override

A leader in sustainable business practices
or positive ESG practices are combined
with the pursuit of Sustainable
Development Goals as established by the
United Nations.

Fundamentally low exposure to ESG risks
or policies in place that mitigate most ESG g
risks.

ESG risk exposures could negatively affect
the company, but the effect is not
measurable and timing is uncertain; the
company's response is likely to influence
the severity of such risk.

ESG risks are resulting in pressure on the
company's credit fundamentals, but there
is still an ability to address these risks and
limit the impact of the credit rating.

ESG factors have resulted in a material
effect on the company's credit quality that
is not reflected in its credit rating.

WLEGON
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Climate risk reduction

Embedded * Climate related risks integrated within ‘Environmental’ assessment of our ESG analysis
into credit * Focus on higher risk sectors (Energy, Utilities, Transport etc), Financials to lesser degree
research * Assess carbon transition & related risks - physical risk, stranded assets, political & regulatory risks

Active * Active thematic engagement on climate related topics by Responsible Investment team
\2 engagement . Active member of collaborative initiatives aiming to increase transparency around climate change

* E.g. Climate Action 100+, CDP (formerly Carbon Disclosure Project) and Institutional Investors
Group on Climate Change (IIGCC)

Low carbon * Fund has significantly lower carbon intensity versus corporate bond market

intensity * Carbon reduction measured using the Weighted Average Carbon Intensity (WACI),
as recommended by Task Force for Climate-related Financial Disclosures (TCFD)

Portfolio
carbon
Model Portfolio Benchmark reduction vs
Metric Portfolio coverage Universe coverage benchmark %
Weighted average tc02e / 5m 65.1 96% 200.7 98% 67% lower
carbon |ntenS|ty revenue

Source: Aegon Asset Management, February 2021. Weighted Average Carbon Intensity (WACI) metric to measure carbon reduction. WAClI is the portfolio weighted sum of the
carbon intensity (in tCO2e per USD million revenue) by issuer and recommended metric by Task Force for Climate-related Financial Disclosures (TCFD). Aegon AM sources

carbon emissions data from external ESG data providers: Sustainalytics and MSCI. Combined they have comprehensive coverage of the proposed investment universe and AEGON
portfolio (>90%) which can be further enhanced by internal mapping where appropriate.

Asset Management
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Core investment grade stock selection

A bond we bought A bond we avoided
Deutsche Bank AA ‘
Deutsche Bank 3.875% 2024 AA Bond Issuer (The AA) 2.75% 2023 (£)

*  Senior ranking bond from large global *  Optically attractive yield (approx. 2.1%) for what is an

financial institution investment grade (BBB-) rated issuer

* Improved trading performance and

=
(00]
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. * However, business remains very highly levered and
cost reduction programme has seen

material improvement in credit profile. exposed to a structurally challenged industry

* Baa3/BBB-/BBB rated by *  £1.7bn of debt to refinance by July 2025.

Moody’s/S&P/Fitch o _ _
* Issuer is reliant on £ bond market for funding. Unlikely

* Would expect credit ratings to be to be able to access deeper markets in $’s or €’s

slowly upgraded over time.

o - . ionifi i i
. Attractive yield of 1.1% in £ terms Significant concerns on ability to refinance bonds due

to mature over next 4 years.

WLEGON

Asset Management
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Opportunities from high yield, non-rated and callable bonds

AQBE CCl

QBE 6.75% 2024-44 ENEL 8.75% Perp
¢ S denominated subordinated bond from * $1.25bn Bal/BBB-/BBB rated “hybrid” from
Australian based P&C insurance group. Europe’s 2nd largest utility company.
* Diverse revenue streams and stable * 75% of EBITDA is from low-risk regulated 'o?
underwriting results. networks and long-term contracted o
generation.

* 3.1% yield to Dec 2024 call date for BBB-
/BBB rated bond. « Offers attractive £ equivalent yield of 1.9% to

September 2023 call date.
* Coupon resets to 10-year Swap +4.3% if

not called in 2024. * Coupon resets to 5-year Swap +5.88% if not

called in 2023.
* Access to international bond markets

important given small domestic market. * Recently issued € denominated 7 year
‘hybrid” with coupon of 2.25%.

WLEGON

Asset Management
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The value in extension risk

Taking a measured exposure to bonds with extension risk can
materially increase yield

Spread compensation attractive for risk taken

Understanding the drivers of issuer call decisions is key

— Economic evaluation

H
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— Reputational and regulatory factors

—  Protection of ratings

Likely pricing impact of non-call also crucial in investment decision

Examples of issuers who have missed calls are very limited

WLEGON
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Maximising the opportunity-set with a global approach

* Global approach offers a larger opportunity set, which can increase diversification and potentially
yield

* However, impact of currency differentials is key to analysing opportunities

* The cost of hedging is key consideration when determining the value in overseas assets

Yield differentials for VW Bonds

1.0 - 093 0.93 0.91
H
©
0.8 - 0.75 S
0.6 - 0.57
%
0.4 -
0.2 A1 0.12
VW 1.875 12/24 GBP VW 2.85 09/24 USD VW 1.5 10/24 EUR

B Local Currency Yield GBP Yield

WLEGON
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Opportunities from early redemptions

*  Opportunity to enhance returns through the early redemption of bonds at ‘make-whole’
prices

*  Companies can look to retire bonds early (either partially or in full) for various reasons: ’

—  Manage refinancing risk

—  Lower overall interest expense

=
(e}
=

—  Release security over assets

—  Simplify debt structure

- Recent examples
N/ UN!QUE
CenterParcs S EG RO PU B Co @

WLEGON
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Short dated buy and maintain portfolios

A. Global investment grade with 2-year maximum maturity B. GBP investment grade with 5-year maximum maturity

+ Short dated carry module of Aegon Absolute Return Bond Fund, - Bespoke segregated mandate for Local Authority DB Pension fund
launched 2011

Funded February 2017, designed to match specific cash-flow needs
- Short dated investment grade corporate bonds are a core component of

All bonds have 5 years or less to final legal maturity
the strategy (‘Carry module’)

. ) + Sterling-only bonds (at request of client)
« All bonds have 2 years or less to final legal maturity

+ Investment grade mandate with flexibility to hold high-yield and non-

+ Global Investment grade bullet maturity bonds only rated bonds up to 20%

- No credit defaults since launch

£120m at 31 December 2020

» c£107m at 31 December 2020

. Investment grade with 4-year maximum maturity

c. Investment grade with 3-year maximum maturity

- Existing segregated portfolio for corporate DB pension fund * Segregated portfolio for corporate DB pension fund

« Core portfolio of GBP investment-grade corporate bonds with maximum

«  Core portfolio of GBP investment-grade corporate bonds with maximum
final maturity of 4 years

final maturity of 3 years

- Capped exposure to high-yield, callable and non-rated bonds - Capped exposure to high-yield, callable and non-rated bonds

+ Limited flexibility to invest in USD and EUR bonds, hedged to GBP = Limitediflexibility to investin USD and EUR bonds, hedged to GBP

- At launch, mandate was entirely £ denominated assets in accordance
with client discussions

« Atlaunch, mandate was entirely £ denominated assets in accordance
with client discussions

« £121m at end December 2020 following top up funding of £80m in » Funded Q4 2019, size £199m at end December 2020

2019/2020 following collaborative engagement on market environment

As at 31 December 2020. Portfolio A is for illustrative purposes only. The illustrative portfolio is the carry module and forms one component of the Aegon AEGON
Absolute Return Bond Fund, with an average weighting of 40%. Asset Management




Short dated investment grade performance

Sample Short Dated Investment Grade portfolio performance

% 1 2 years 3 years 5 years Since
’ year p.a. p.a. p.a. launch p.a.

Portfolio A 2.25 2.16 1.69 1.64 1.86

2 year maturity

Portfolio B =
1. 2.52 1.81 - 1. ©

5 year maturity 96 > 8 85 w

Portfolio € 2.33 2.77 - - 2.73

3 year maturity

Portfolio D 264 i i i 268

4 year maturity

Source: Aegon Asset Management as at 31 December 2020. price to price, gross returns.

Portfolio A September 2011; Returns simulated from the carry module of Aegon Absolute Return Bond Fund over periods to 31 December 2020 -
GBP gross-of-fees.

Note: Inception dates - Portfolio B: 7 February 2017; Portfolio C: 11 December 2018; Portfolio D: 18 October 2019,.

Any differences are due to rounding. ‘EGON
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Rating migration experience

* Representative credit migration experience of short dated investment grade buy and maintain portfolio

e Of the 94 original holdings:
- No defaults
- 62 have matured as expected or been redeemed early
- 30 still outstanding
- 2 sold and replaced on credit concerns
- All “callable” bonds have redeemed as expected to date

- 28 had at least one credit agency downgrade over our holding period

H
O
~

- Of that 28, 2 were downgraded to below IG, but both have subsequently matured
- 19 had at least one credit agency upgrade over our holding period

- Balance of holdings had unchanged ratings

WLEGON

As at 16 June 2020 Asset Management




Key portfolio characteristics

Portfolio characteristics

Yield to maturity

Modified duration

Average credit quality

Maximum issuer exposure

Proportion in high-yield, non-rated bonds

Proportion in callable bonds

0.89%
2.6 years
A-

1.75%
0.00%

18.50%

Breakdown by credit rating

44.50% 46-25%

AAA AA A BBB Cash

Breakdown by currency

43.75%

EUR

49.75%

GBP

Source: Aegon Asset Management. lllustrative model portfolio as at 31 January 2021

usD

Industry sector % Weight
(iBoxx level 4)

Banks 28.00
Insurance 14.75
Real Estate 13.50
Automobiles & Parts 6.25
Healthcare 5.75
Personal & Household Goods 4.25
Industrial Goods & Services 4.00
Telecommunications 3.75
Technology 3.00
Travel & Leisure 3.00
Utilities 2.25
Cash 2.25
Whole Business Securitised 2.00
Financial Services 1.75
Guaranteed Financials 1.75
MBS 1.75
Food & Beverage 1.25
Oil & Gas 0.75

WLEGON

Asset Management
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Summary

Why short dated *  Attractive risk-adjusted returns

investment grade . Strong capital-preservation characteristics

it? . . . .
credit *  Attractive yield and spreads with low duration
*  High visibility of future cash flows
Can be *  Pension schemes undergoing de-risking
attractive for *  Wealth management clients seeking cash-plus alternatives
*  Treasury investors concerned about negative real returns on cash/money markets =
O
. N . . o
Our approach *  Global remit, maximising the investment opportunity set

*  Active, benchmark-agnostic

*  Simple and transparent bond portfolio

*  Low carbon intensity vs global short dated corporate bond universe
. Low turnover

*  Short-dated portfolios not short duration

*  An experienced team with a strong record of avoiding defaults and delivering
superior risk-adjusted returns

*  Daily-priced UCITS fund

WLEGON
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A history of responsible investing

Key milestones for Aegon Asset Management

Launches
intensive ESG
Next program to Creates a global
Real Assets US enhance ESG Responsible
closes first Adopts ESG training processes Investment
investment in low Publishes :gf?!:;v:;;rzmts Forms Climate Framework
income housin : .
di & first R Aegon NV adopts a regional ESG officers Change Working
fax credits report global RI policy Group
A AM Formalizes RI
: eson rinciples &
’IAegonhANfl " becomes a member Integrates ESG E pdeveF:ops
aunches first i :
ethical strategy of PRI ratings into credit common
: : : research reports terminology

Aegon AM NL Selects ESG E)l;pands ZI tezm
launches first research : Aegon NV mem IeLS T" enhances : Develops a
multi-manager provider and establishes Rl as a global support proprietary
Rl strategy Joins GRESB Introduces stratggF company ESG
. initiative Aegon AM US securitized
Develops Rl carbon footprint I h credit
aunches
analyses
framework and v Aegon AM UK dedicated ESG research
forms central, launches first and sustainable framework
dedicated team sustainable equity fixed income
strategy strategies
Responsible investment products and services may vary regionally. Aegon Asset Management companies, excluding partnerships, became a signatory to AEGON

UN-supported Principles for Responsible Investment (PRI) in 2011. Aegon AM UK became a standalone signatory to PRI in 2008. Asset Management




Responsible investment at a glance

A recognized leader in responsible investment

Responsible investment approach Responsible investment quick facts

* ESG integration into bottom-up research USD 248 billion
AuM in responsible investment solutions?

564

Engagements conducted by the Rl team during 2019

6 5 14
Product-specific /\. Professionals in a dedicated Responsible Investment team?
H
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Sustainability-themed Impact investing

* Active ownership to encourage positive change

* Solutions focused on responsible investment and ESG criteria @2

Ratings & rankings

Responsible

’ 3
investment A+ PRI’s assessment of our Rl strategy and governance

100/ Sustainalytics’ score for our Rl policy and program*
100

Active
ownership

Our ranking among global asset managers according to a

6th
/ survey by ShareAction for our Rl program?®

All investments

75

+Ex-post reporting

1As of September 30, 2020. Assets under management/advisement excludes joint ventures. Responsible investment products and services may vary regionally. Please refer to

disclosures for important information on ratings/rankings. 2 Personnel counts as of September 2020. Personnel may be employed by any of the Aegon Asset Management affiliates. 3As

of 2020. Approximately 29% of signatories received an A+ score for PRI strategy and governance module in 2020.4As of 2020. Approximately 23% of 1,269 participants received a score of

100/100for their responsible investment policy and approximately 23% of 1,181 participants received a score of 100/100for their responsible investment programin 2020.5As of 2020. i EG O N
Share Action conducted a survey ("Point of No Returns”, March 2020) of 75 of the world's largest asset managers across 17 countries (based on AUM as of December 31, 2017 according

toIPE's 2018 Top Asset Managers List). Asset Management




ESG integration in practice: Corporate Credit

Our Credit Research team utilizes a proprietary ESG categorization approach to uncover risk and

identify opportunities

ESG components on corporate credit research reports
* Proprietary ESG credit impact category

* Sustainalytics ratings and controversy levels

e MSCI ESG scores and event indicators

* Engagement recommendations

* Research analyst's comments

ESG Analysis

Sustainalytics: 51.2 Severe Risk 96.1 Percentile MSCIESGIVA 4.7 key issue scare BBB rating within mdustry
Highest Confroversy Lew Low (1/5) Highest Event Indicator: Minor (10/10)

‘Fublio Flxeg Ingams Recesroh

ﬁEG ON rm——

Asset Management ABC Company Masoh 23, 2018
Holding Carmpanyi2salotfnesoured - Gencal
Fumgamental Owtioox Internal Rating External Ratinge:
oo Ourk Sale T Rating B oy Bu abie
Fueat Rk Pocarisd [t e Coleutaed Rating e i BB Subie

Ansivst Override o Fuh N
e . yosition | Towsgrmle deWERITON = 15,
ol mode volamse groneth, and inersaaed dividends (e indy, geogreghic diveradication, snd prodct e volaiimy s ke iquidiy, Upgrnde:
i commandity volatisy i puraly affiet by maderuely bigh bverage | deSOEBITON < 3 5 and redosed aenangs tnd cach o
Jomc o FC# e s cape smvestments) I

Sk Dowagrad: debERITDA > 4.0v dus 1o EBITDA
sagresive fnancil poliy; Upgrade
|deBGEBITDA. < 3.0x and FFOeb pesr 0%

Sustainalyics 1.2 Severe Aok 51 Pescensic MSCIESG IVA 47 key i scare BB rating wiches indusay
Haghen el Low (15) Efsghest Eveat Inicnor Misos (100101

¥ BC Company “eparnes CEC) and chairan eles, sl By (ndpendees auie anl pay commmimees. To

sdteess valnebilitiea ssmociated wih HAS incatest a0 HAS policy sancsaments. The company has wticalased & supplier code

of condust, bt dees ot rovade desails of ts mupply chain adits. The copany b Houeves, i seither

el 5 srairgies for edseing waier focepeite, sor endertakes offts 1o manage regulatory risks relsted @ sietes esrboa regslasons.

Lvel of Crodit Impact. _Evean i
“Analyst Comments: Beng 3 lemdes 0 100 = T o e i e

s o s postive. Howeves, 5.4 hean e, che company would be at sk if a maer they havestt rticulsied undes such an
epuiade. M o Comtiovees have occarmed n ressat yedes

Company GuiE Thougnts Y tec 30
Frncessess sl 120 5 Misiople prodicts foe sble B Corup ies s th sl usiverse
Bartially dependent i specifu rum saaerials, but wll diserafied in e of freshed predocts, end sssekets and geography
Conpeies with ather son-iecyeled products
Lowks i operaie on & spread beas, whese & takes  speeas offthe inga cost 0 lockin & margia (L. nw maerial prieing formelas)
bias demonstrated 8 iy st history of profitabality s each o geaesaeson comsdering & peocesses prasseily commsodity prosfucts that can be affeceed by vancus sugply and
| e facsces acrcs the: glae (possmve FCF for 16 stmght yeses)
O 2 30050 1V that produces reneuabie energy; ABC Company recenvs dividends from his smangement
Stguificant snmnssl capitad expend tures aversging -7-5% of sales in eeens years

Comments: ABC Company exhibits strong corporate governance with an mdependent board, separate CEQ and chairman roles, and fully mdependent audit and pay commttees. To
address vulnerabilities associated with H&S mcidents. it has implemented an H&S policy on a group-wide level with regular assessments. The company has articulated a supplier code
of conduct, but does not provide detatls of its supply chain audits. The company has adopted modest policies to ensure sustamable use of environmental resources. However, it neither
discloses its strategies for reducing water footprint, nor undertakes efforts to manage regulatory risks related to stricter carbon regulations.

Level of Credit Impact:  Event Risk Potential (3/5) Rec d Engagement:  No

Analyst Comments: Being a leader in recycling 15 a clear positive, as this plays an important role in managing the disposal of waste products. Its joint venture in the renewable energy
space is also a positive. However, as a heavy water user, the company would be at risk if a major shortage developed and they haven't articulated alternative sources under such an
episode. No major controversies have occurred in recent years

For illustrative purposes.

ERITDA Tnterest Ty 5Th | [Ny I 538 Sl
EBITDA Margin | T nme | ™ | T T

Liquidity, LTM FCF & Mot Dabi Growth EBITDA Margine {L} I'YOY EBITDA Growth ‘Tale by Ssgment

Saurce: Company repoets, Blavasheng L ¥, Capal 10, Seandard snd Pooe, Fiteh, Mocdy's, MSCEESG Research Ine, Asgon AM US Fiued mocese Hesarch Estinstes
Full declossres can be found on the fal page
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Focusing on material ESG issues

/\ Banks & Pharmaceuticals

Why ESG matters? Governance failures of the past have in part Why ESG matters? Political risks in the US associated with price

led to increased regulation which adds extra costs and slows gouging or perception of price gouging. Financially punitive fines
growth but has strengthened balance sheets. for inappropriate marketing practices.
What do we consider? We consider how aggressive or What do we consider? Product recalls/regulatory
conservative management teams are. Who decides on what warnings/adverse events. Marketing practice compliance
risks to take and how? IFRS 9 provision-making as a measure of mechanisms and whistle-blower programs. Lobbying spend —
risk appetite? How and over what period are staff incentivised? principles, procedures and management. Manufacturing
We seek specific evidence of whistle-blower activity. efficiency (water and energy). Use of non-GAAP reporting. B
Cybersecurity control framework. Where are the greatest anti- =
money laundering risks? Carbon transition.
Oil & gas ||f£|:| Tobacco

- J Why ESG matters? Reputation and community relations Why ESG matters? Disingenuous historical company
impact permitting and hence growth. Safety can determine behaviours. Increasing stretched healthcare budgets.
asset utilisation. A carbon constrained future. Secondary market impact of exclusion from many investor’s
What do we consider? Safety — managing cost reductions portfolios
whilst ensuring safe operations. Contractor management in What do we consider? Innovation of next generation tobacco
non-operated assets. Business model resiliance & energy products. Potential risks associated with next generation
transition strategy. Environmental performance and products. Marketing incl. use of social media and ‘influencers’.
regulatory compliance. Evidence of whistle-blower activity. Manufacturing efficiency. Supply chain labour standards.

Hemp/cannabis.

YLEGON

Asset Management




Climate Risk - Understanding emissions

Step 1: Measuring emissions across diverse sectors, Step 2: Digging deeper as part of credit research process

geographies, credit qualities and maturity profiles to uncover the key risks and opportunities

Weighted Average Carbon Intensity (tCO2e/$M revenue) Risk I il&
ISK example: ol gas

0 500 1,000 1,500 2,000 2,500 3,000
Do not reflect product emissions, with

Utilities ) o .
o trends threatening existing business
R models and uncertainty around ability

and motivation to transition.

z Transportation
3
c - . g Py
£ Opportunity example: utility transition
Q o . . i
g Trends support utility decarbonisation, ,
v : . . . . .
Automotive including the decline in the price of
Diversified financial ;
versitied financia’s renewables and growing demand for
Healthcare

electric vehicles.
Banks
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Evaluating climate-related risks in the financial sector

* The financial sector has low direct carbon

emissions, with little variation between Fossil fuel financing from 2016-2019 (USS billions)

institutions
S0B $50B $100B $150B $200B $250B

*  But climate risks can be found on the balance
sheets of institutions, via direct lending,
investments and underwriting Citi

JPMorgan Chase

* Financial institutions are increasingly expected Barclays

to look beyond purely their own emissions
when setting climate targets, however issues
remain

Morgan Stanley
BNP Paribas

* Active engagement can help investors to Credit Suisse

understand and manage risks Crédit Agricole
UBS

2017

RBS |} m 2018 m 2019
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Climate risk — Bond maturity consideration

Risks around stranded assets and transition costs can take many years to impact a company’s credit
profile

Long-dated bonds

* Longer maturities increase the magnitude of

climate risks Relative yield profiles of debt issued by Royal

* Understanding climate risks is crucial for long- Dutch Shell (oil & gas) and Sanofi (healthcare)
dated bondholders, particularly in ‘buy & hold’
strategies N @

* Investors are able to demand a premium for !
longer-term lending to climate-exposed %)
companies ) .

Short-dated bonds g

. SANOFI
* Shorter-dated bonds are inherently much less

exposed to the risks of climate change

* Low potential for climate risks to cause material
deterioration in credit quality during their lifetime

¢ InveStment manage rs can repOS|t|0n the pOI’th| 10 Source: Barclays. Sanofi (SANFP Bond EUR SENIOR T-Spread to Worst EUR 21 Dec 2020). Royal

more eaS”y and Cheaply |f pOtentia| Climate riSkS Dutch Shell (RDSALN Bond EUR SENIOR T-Spread to Worst EUR 21 December 2020).
emerge
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Important information

For Professional Clients only and not to be distributed to or relied upon by retail clients.
The principal risk of this product is the loss of capital. Please refer to the KIID and/or prospectus or offering documents for details of all relevant risks.

Past performance is not a guide to future performance. Outcomes, including the payment of income, are not guaranteed.

Opinions and/or example trades/securities represent our understanding of markets both current and historical and are used to promote Aegon Asset Management's investment management
capabilities: they are not investment recommendations, research or advice. Sources used are deemed reliable by Aegon Asset Management at the time of writing. Please note that this marketing is not
prepared in accordance with legal requirements designed to promote the independence of investment research, and is not subject to any prohibition on dealing by Aegon Asset Management or its
employees ahead of the its publication.

All data is sourced to Aegon Asset Management UK plc unless otherwise stated. The document is accurate at the time of writing but is subject to change without notice.

Data attributed to a third party (“3rd Party Data”) is proprietary to that third party and/or other suppliers (the “Data Owner”) and is used by Aegon Asset Management UK plc under licence. 3rd Party
Data: (i) may not be copied or distributed; and (ii) is not warranted to be accurate, complete or timely. None of the Data Owner, Aegon Asset Management UK plc or any other person connected to, or
from whom Aegon Asset Management UK plc sources, 3rd Party Data is liable for any losses or liabilities arising from use of 3rd Party Data.
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Aegon Asset Management Investment Company (Ireland) Plc (AAMICI) is an umbrella type open-ended investment company which is authorised and regulated by the Central Bank of Ireland.

Aegon Asset Management UK plc (Aegon AM UK) is authorised and regulated by the Financial Conduct Authority. Aegon AM UK is the investment manager for AAMICI and also the marketer for AAMICI
in the UK and otherwise outside of the EEA. EEA marketing is undertaken by the following named Aegon Asset Management affiliates: Aegon Investment Management B.V. which is registered with and
supervised by the Dutch Authority for Financial Markets (AFM); Aegon Asset Management Pan Europe B.V. (AAMPE) Germany branch, which markets AAMICI in Germany, Austria and Switzerland.
AAMPE Germany branch is registered with and supervised by the AFM and supervised by BaFin in Germany and AAMPE Spain branch which markets AAMICI in Spain, Italy and Switzerland. AAMPE
Spain branch is registered with and supervised by the AFM and is supervised by the CNMV in Spain.

For investors in Austria, Germany, Luxembourg, Malta, the Netherlands, Spain, Sweden, Portugal, Italy, the UK, Jersey, Guernsey and Belgium - AAMICI's relevant sub-funds are notified to each
regulator. The prospectus, supplements, key investor information and reports (together ‘Disclosures’) are available at www.aegonam.com along with information about paying agents. For Switzerland,
AAMICl is a UCITS which is authorised for distribution by FINMA as a Foreign Collective Investment Scheme. The Disclosures are available from www.aegonam.com or from the Representative and
Paying Agent in Switzerland, CACEIS (SA) Switzerland, Chemin de Precossy 7-9, CH-1260 Nyon / VD, Suisse, Phone: +41 22 360 94 00, Fax: +41 22 360 94 60

Please note that not all sub-funds and shareclasses may be available in each jurisdiction. This document is marketing and does not constitute an offer or solicitation to buy any fund(s) mentioned. No
promotion or offer is intended other than where the fund(s) is/are authorised for distribution.

FPID: 2021/10620
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