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1. Hacia un mercado transparente
2. El business case de la sostenibilidad

3. El investment case de la inversion responsable
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1. Hacia un mercado transparente — Del mythos al logos

“La ISR es un camelo... a mi nadie me pregunta
por la RC en los roadshows”

Andnimo.

(Verbatim estandar de un numero
importante de Directores de
Relaciones con Inversores)

. . o ‘)J
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1. Hacia un mercado transparente — Controversias ESG

ore(~, |
Y-

)u' . ——
: 3 Lufthansa SCORE &

Lufthansa.stri_ke: nearly 900 flights BP's Deepwater Horizon costs total $62B
cancelled in pilots dispute
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1. Hacia un mercado transparente — Un nuevo riesgo, el ESG Shock

Increased Market Reaction to ESG Driven Events

With growing regularity, ESG factors impact companies’ operations and trigger rapid
share price adjustments

= Growth of interconnectivity amplify controversies, intensify public scrutiny, build public pressure for
regulatory/consumer action

= More precipitous and immediate share price response, as companies struggle to respond real-time

Aggregate Stock Price Movement Pre- and Post-ESG Event®
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Zourge: MECI EED Racaaroh
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1. Hacia un mercado transparente — La integracion masiva de
informacion extra-financiera

Bloomberg REUTERS

Environmental, Soclal & Govermance Malysis
[« :

ENVIRONMENTAL, SOCIAL, GOVERNANCE

-~ Covernance

BASIC EQUITY ANALYSIS OF FUNDS, o .
ANALYTICS BONDS AND INDICES S&P G lo bal
FA ESG <GO> - Summary FSRC <GO> - Socially 1 C a 1 I l S
e G pet responsil 4 search .
5 Ratings
CF porate C arch

MooDY'’s MSCI

ESG Research
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1. Hacia un mercado transparente — Nueva regulacion mas exigente
en trasparencia ESG

Las tres flechas europeas en materia de transparencia y sostenibilidad

> Directiva UE de
divulgacion de la
informacion no
financiera

> Directiva de
derechos de los
accionistas

» Directiva contra
la evasion fiscal

c
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1. Hacia un mercado transparente — Nueva regulacion mas exigente
en trasparencia ESG

Figure 2
Core Elements of Recommended Climate-Related Financial Disclosures

Governance
Governance The organization's governance around
climate-related risks and opportunities

Recommendations
of the Task Force

on Climate-related
Financial Disclosures

Strategy

The actual and potential impacts of
climate-related risks and opportunities on
the organization's businesses, strategy, and
financial planning

Risk

Management Risk Management

The processes used by the organization to
identify, assess, and manage climate-related
risks
December 14, 2016 Metrics

and Targets Metrics and Targets

The metrics and targets used to assess and
manage relevant climate-related risks and
opportunities

Tcm I TASK FORCE ON CLIMATE-RELATED
FINANCIAL DISCLOSURES
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2. El business case de la sostenibilidad
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2. El business case de la sostenibilidad — La sostenibilidad del valor

BLACKROCK. About Us Newsroom Insights Investor Relations Responsibility Careers

@ Read Larry Fink's annual letter to CEOs.

* u ANNUAL LETTER TO CEOS

| write on behalf of our clients...

I January 24th, 2017 / by Larry Fink

E ach year, | write to the CEOs of leading companies in which our clients are

shareholders. These clients, the vast majority of whom are investing for long-term

goals like retirement or a child’s education, are the true owners of these

companies. As a fiduciary, | write on their behalf to advocate governance
practices that BlackRock believes will maximize long-term value creation for their
investments.

Environmental, social, and governance (ESG) factors relevant to a company’s business can
provide essential insights into management effectiveness and thus a company’s long-term
prospects. We look to see that a company is attuned to the key factors that contribute to
long-term growth: sustainability of the business model and its operations, attention to
external and environmental factors that could impact the company, and recognition of the
company’s role as a member of the communities in which it operates. A global company
needs to be local in every single one of its markets.
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https://www.bloomberg.com/news/videos/2017-01-24/blackrock-s-larry-fink-puts-ceos-on-notice

2. El business case de la sostenibilidad — El riesgo de |la no sostenibilidad

2013

Severe income
disparity

Chronic fiscal
imbalances

Rising greenhouse

Fuente: Global Risks Report 2017 ~BEGCEERENEERAE

WEF, Forética

Water supply
crises

Mismanagement
of population

ageing

4/5

2014

Income disparity

Extreme weather
events

LUnemployment
and

underemployment

Climate change

Cyber attacks

3/5

2015

Interstate conflict
with regional
consequences

Extreme weather
events

Failure of national
governance

State collapse or
crisis

High structural
unemployment or

underemployment

1/5

2016

Large-scale
involuntary
migration

Extreme weather
events

Failure of climate-
change mitigation
and adaptation

Interstate conflict
with regional
consequences

Major natural
catastrophes

3/5

2017

Extreme weather
events

Large-scale
involuntary
migration

Major natural
disasters

Large-scale
terrorist attacks

Massive incident
of data fraud/theft

2/5

52% deiosr | -
O de los riesgos globales giran en torno a la sostenibilidad
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2. El business case de la sostenibilidad — Insostenibilidad secular

Cinco tendencias seculares que nos van a acompanar
durante los proximos cien afios

Transformacion a planeta urbano

Convergencia de emergentes

Cambio demografico

Acceso al agua

Cambio climatico

c
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2. El business case de la sostenibilidad — Competitividad virtuosa

Vinculo Sostenibilidad y Competitividad
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100%

Fuente:
Foro Econdmico

Mundial (WEF)
RobecoSAM.
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2. El business case de la sostenibilidad — Conectando el valor

Valor de marca

Margenes Eficiencia en costes

Productividad capital

humano

Primas de riesgo

Coste del capital

Acceso al capital
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2. El business case de la sostenibilidad — La superioridad del retorno

Stock Returns (in annualized alpha) by Type of
Sustainability Performance

HIGH

Performance on
MATERIAL factors

LOW

LOW HIGH
Performance on
IMMATERIAL factors

Fuente: Corporate Sustainability: First Evidence on Materiality - Working Paper 15-0703
Khan, Serafeim, Yoon .Harvard Business School

c

Transparencia, fuente de valor - Madrid, 13 de junio de 2017


http://www.hbs.edu/faculty/Publication Files/15-073_8a7e13e5-68c5-4cc3-a9a0-a132bbef3bc7.pdf

Agenda

3. El investment case de la inversion responsable

c

Transparencia, fuente de valor - Madrid, 13 de junio de 2017 Forét
oretica



3. El investment case de la inversidn responsable - Valores con Alpha

Alineacion con los
valores del ahorrador

Generador de alfa

c

Transparencia, fuente de valor - Mladrid, 13 de junio de 2017



3. El investment case de la inversidn responsable - Valores con Alpha

éSabian que uno de cada dos fondos de renta

[ I 4

=== variable americana tiene exposicion a
armamento controvertido?

e Y o i

6.900 fondos de RV US tienen una exposicion media a armamento

controvertido del 3% de sus activos.
Fuente: MSCI FUND TRANSPARENCY: EXPLORING THE ESG QUALITY OF FUND HOLDINGS

c
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3. El investment case de la inversién responsable - Valores con Alpha

Socially-Conscious Funds Are Not a Sacrifice: Morningstar
45%

[
240%
Alpha Generation LE 35%

©30%

= Global Socially-Conscious Funds = Global Momingstar Funds

5 stars 4 stars 3 stars 2 stars 1 star
Source: Morningstar BloombergBriefs.com

Morningstar's star system evaluates risk-adjusted fund performance, with five-star funds being
the best performers.

Fuente: Morningstar

Transparencia, fuente de valor - Madrid, 13 de junio de 2017 Fonktica



3. El investment case de la inversion responsable — Mitigacion de riesgos

Log In
-@_NNJ Money International + Markets Economy Companies Tech Autos India Video _

5,300 Wells Fargo employees fired over 2
million phony accounts

by Matt Egan @mattmegan5

(© september 9, 2016: 8:08 AM ET
. 7 Trump backs out of
! wunk meeting with New
- — <& @l York Times

Patagonia will donate
r1 100% of its Black
Friday sales

Brexit slashes U.K.
household wealth by
$1.5 trillion
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3. El investment case de la inversion responsable — Mitigacion de riesgos

13 Companies That May Be Riskier Than You Think

Gus Lubin and Joshua Berlinger
OO0ct.4,2012,12:06PM 459,821 O1

TN DR A ERET

« This game will keep you up all night! « [Video] Researchers can find out what kind of...
Sparta Online Game) {AXA Research Fund)

« This Game Will Keep You Up All Night! « Iraqui que gano la loteria de EEUU: “Temo por ...

(Sparta Online Game)

Sponsored Links

Looking at a balance sheet only
gets you so far.

These days many investors are
recognizing the importance of
environmental, social and
governance (ESG) risks, which
includes things like oil spills,
lawsuits, and corporate instability.
This is broadly known as

crretainahla fnvacting
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Wells Fargo & Company
2/100 overall score

15/100 governance score: Wells Fargo
has a low score due to unusually high CEO SLLS FARGO
compensation without performance targets; [ WE L I

a combined CEO/chair; related party

transactions; overboarded directors; non-
independent audit and compensation

committees; discretionary incentive pay; and

more.

89/100 environmental score

1/100 social score: Wells Fargo has a low stin Sullivan/Getty Image

score due to a regulatory investigation into

discrimination against minority borrowers; investigation into corruption and anti-competitive
behavior; failure to endorse international labor policies; and numerous workplace safety
violations.

3 FEERERERR RS

All data and commentary comes from GMI Ratings. Check out GMI's methodology.
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http://www.businessinsider.com/companies-with-bad-esg-scores-2012-10?op=1/#tria-group-2
http://www.bloomberg.com/news/videos/2016-10-05/davide-serra-wells-fargo-made-most-stupid-mistake

ESG Greatest Hits 2015 - 2016

Volkswagen Is Paying a Hefty Price for
Scandal

Costs from scandal piling up for
Volkswagen, with spot as No. 1 carmaker
likely to be lost.

S39Bn

Wells Fargo Probed for Identity Theft Over

Fake Accounts
WELLS California prosecutors are investigating o A =
FARGO whether Wells Fargo & Co. bankers committed . "I\a"L* "\f}x&‘,",‘\{"f/"*»\ =
criminal identity theft by creating millions of i iy H_A : =
fraudulent accounts. LR ey (e RRRRE! ‘“!: $3SBn

Petrobras loses $9B in

e m PETROBRAS Q4inwake of scandal =
Wednesday, 22 Apr Pk -

2015 | 7:58 PM ET o

e S e e T e e San

Mitsubishi Motors’ Scandal Was an Accident Waiting to
Happen

On Wednesday, President Tetsuro Aikawa announced his
resignation effective June 24, to take responsibility for the

MHg?gI'éHl automaker overstating the fuel economy of its minicarsand ~ ~ . -
improperly testing other models as far back as 1991.

GM's total recall cost: $4.1
billion

CNNMoney (New York) February
4,2015:1:.07 PM ET

S4,1Bn + Fondo




3. El investment case de |a inversion responsable — Oportunidad

Exhibit 1: ESG Tilt and Momentum Strategy Active Performance vs. MSCl World Index

30

e Research Insigh

Optimizing Environmental, Social, and
Governance Factors in Portfolio
Construction

An Analysis of Three ESG-tilted Strategies

[
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wu

Active performance (%)
5
\
|
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\

Feb-07 Feb-09 Feb-11 Feb-13 Feb-15

=Tilt strategy Momentum strategy

MSCI =

* Los criterios ESG generan un retorno incremental en las carteras

* Incrementos en los scorings ESG es la principal fuente de
CAN ESG ADD 0
ALPHA? retorno +2,2%.

 Dulce paradoja de la ESG: Flight to Quality (2008-2010) + Risk-on
(2012-2014)

 Companias con peor ESG hicieron underperformance, y eliminarlas no
hubiese alterado el riesgo-retorno respecto al benchmark

c
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3. El investment case de |a inversion responsable — Oportunidad

Figure 13

Sustainable investing Return difference (%/y) between portfolios with
?nd o high and low scores for ESG provider MSCI

tch study into the impact of ESG

¥ BARCLAYS

MSCI

0 0.5 1.0
\

Figure 7

How ESG scores relate 042

to credit spread and credit rating

Combined

Environment

Bonds with Bonds with
low ESG scores high ESG scores
Average ESG score (from 0 to 10) 2 . 6 7. 7 Social
prermaespred (09 172 134 Governance 0.82
Average credit quality A3 A2 ‘

Source: MSCI ESC Research; Barclays Research
Source: MSCI ESGC research, Barclays Research
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¢Y ahora qué?



