ROB=CO

The Investment Engineers

T




ROBe=CO

Contents

Introduction 3
Robeco Country ESG rating 5
Robeco Country SDG score 8
Conclusion 10
Methodology 11

WHITE PAPER NOVEMBER 2024
Marketing material for professional investors, not for onward distribution.

Bruno Rein
T Sl analyst
ollf\
Jan Anton van Zanten
Lh SDG Strategist
P

Sovereign sustainability: What are the risk implications? - November 2024

Casper Zomerdijk
Researcher

Paul Ruijs
Impact Specialist

Rikkert Scholten
Strategist




ROBe=CO

Introduction

Robeco has two lenses for incorporating sustainability analysis into its investment decisions for sovereign bonds: risk
and impact. Since 2010, the Robeco Country ESG Framework has been the main tool that helps us find environmental,
social, and governance risks and opportunities in sovereign investments. In 2021, we introduced the Robeco Country
SDG Framework as a complementary analysis tool. This framework measures countries’ contributions to sustainable
development, as defined by the UN Sustainable Development Goals (SDGs). Thus, these frameworks enable us to
integrate ESG risks and steer toward SDG impact. This paper examines the financial implications of using either
framework in sovereign investments.

The Country ESG and SDG Frameworks are two complementary tools that measure different aspects of sovereign
sustainabhility. The Country ESG rating is focused on identifying countries” exposure to, and ability to deal with, ESG risks
that can have material financial implications. This score focuses on a country’s current performance on various ESG
factors. It serves as an early warning signal in the investment process — countries with a deteriorating ESG performance
may be vulnerable to related financial risks.

On the other hand, the Country SDG Framework' does not take into account financial materiality, but instead gauges
whether a country is taking steps to attain the SDGs in the future. This is done by evaluating governments’ policies toward
each of the 17 goals, along with whether the country faces a financing gap, and whether it is involved in any
controversies. Country SDG scores help us align portfolios with the goals from an impact angle.

Table 1 - The main characteristics for the two frameworks for sovereign sustainability analysis
Country ESG Framework Country SDG Framework
Purpose Identifying sustainability risks and Identifying which countries should be
opportunities for sovereign bonds, in order to  included/excluded in government bond

make better-informed investment decisions.  portfolios, in order to support sustainable
development.

Model The model consists of three pillars, The framework consists of three steps that
environmental (30%), social (30%) and gauge whether: (1) countries have good
governance (40%). policies for the SDGs; (2) there is potential

for investors to support a country in gaining
better access to capital; and (3) a country is
involved in controversies that deteriorate the

SDGs.
Output Score ona 1-10 scale Score on a -3 to +3 scale (integers).
(two decimals, 1 being the lowest).
Similarities Countries that have high levels of corruption and are involved in environmental, social, or

governance controversies will receive poor scores in both assessments.

Source: Robeco

1. Van Zanten, J. A, Swinkels, L., Scholten, R., & Schieler, M. (2023). Integrating the Sustainable Development Goals in Government Bond Investment Strategies.
Available at SSRN 4365013,
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The Country SDG Framework is applied to portfolios aiming to align with the SDGs. The scores are used at the beginning
of the investment process to define the eligible universe. This can, for instance, consist of only countries with a neutral or
positive score. Such a universe would exclude (among others) Turkey or Guatemala, but include India and Indonesia.
Additionally, the scores can influence the portfolio composition by assigning greater weight to countries with positive or
neutral scores, or by ensuring that the portfolio weight in countries with positive SDG scores is higher than that in the
benchmark.

The Country ESG Framework is used for a broader set of portfolios and at a later stage in the investment process. After
the investment universe has been identified, the ESG rating is used in the fundamental analysis process to identify risks
and pursue opportunities stemming from ESG issues. It is also utilized in Robeco's quant government bond and aggregate
strategies, where our portfolio construction ensures that the Country ESG rating of the resulting portfolio is better than
the benchmark.

Given that we use both tools in the investment process, albeit for different and complementary reasons, we want to
explore how this relates to financial performance. Therefore, this paper will examine how using the frameworks can affect
the financial risk of government bond investments.?

We approach this question by investigating whether there is a relationship between Country ESG/Country SDG scores and
sovereign credit default swap (CDS) spreads. To do so, we employ panel regressions that allow for relevant
macroeconomic and financial factors. Specifically, we:

Take data from 83 countries for the period 2003-2023

Use 5-year CDS spreads as an indicator of default risk

Control for various macroeconomic and financial variables to ensure robustness in our findings

Analyze both the levels and changes in Country ESG ratings to determine whether countries that improve their
sustainability are rewarded in the financial markets.

By doing so, we aim to provide a clearer understanding of how country-level ESG risk and sustainable development
contributions may impact risk in global sovereign bond markets.

Key findings

ESG ratings can support risk objectives.

1. Default risk has a negative relationship with ESG ratings: Higher Country ESG ratings correlate significantly with lower
CDS spreads, driven particularly by the governance pillar. This means that countries with higher ESG ratings generally
exhibit lower levels of investment risks.

2. Default risk reduces with recent improvements in ESG ratings: Countries with an enhanced social pillar of the ESG
ratings have experienced lower CDS spreads in recent years. This indicates that recent improvements in social factors
reduce default risk.

SDG scores support positive impact and do not need to sacrifice risk.

1. SDG scores have a limited relationship with risk: While there is no clear linear relationship between SDG scores and
CDS spreads, countries with highly negative scores tend to exhibit higher spreads. This suggests that countries
with -2 and -3 have higher risk.

2. This paper will focus on past spreads and is no way a representation of future results.

Sovereign sustainability: What are the risk implications? - November 2024
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Robeco Country ESG rating

The Robeco Country ESG Framework is our main tool to identify ESG risks and opportunities in sovereign investments.
Our findings in this research confirm that using the framework from an ESG risk and financial risk perspective can be
beneficial. In this section, we examine the results and share insights.

Higher ESG ratings coincide with lower default risk

Our analysis of Country ESG ratings reveals a significant finding — countries with superior ESG performance tend to have
a lower risk of default, as priced in the CDS market. Specifically, among the 83 countries analyzed between 2003 and
2023, we find a statistically significant negative relationship between their Country ESG ratings and 5-year CDS spreads.
In numerical terms: considering the average CDS spread is 196, a country ESG score that is 0.1 higher is on average
associated with a 10 bps lower level of the CDS spread.

To illustrate this, let us look at two EU countries: Sweden and Italy (highlighted in red in the chart below). Sweden is
consistently among the top ten scoring countries, reflecting its strong governance, environmental management and social
policies. These factors, along with others, contribute to its low CDS spread. In contrast, Italy, which ranks in the middle of
the Country ESG ratings, faces moderate challenges such as an aging population, environmental risks and issues with
institutional capacity. These factors contribute to relatively higher CDS spreads compared to Sweden, signaling a higher
perceived risk of default.

Figure 1 - Average CDS spread and Country ESG rating for each country; the size of each bubble represents GDP
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The examples of Sweden and Italy reveal that a country’s debt repayment ability is influenced by various financial and
macroeconomic factors. We noticed that ESG-related risks tend to be lower for higher income countries, which tend to
invest more in education, health care and renewable energy while also investing in policies that help with the mitigation of
climate risk. Countries with better macroeconomic conditions also tend to be considered less risky by investors, as they
are more confident in the countries’ repayment abilities.

Therefore, it is important to control for various macroeconomic and financial variables such as GDP per capita, GDP
growth, fiscal balance, inflation, debt, current account, reserves and export ratios, and other harder-to-quantify factors

3. Countries in EMBI are classified as emerging markets while countries in GBI are classified as developed markets.
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such as political instability. After integrating these factors, we still find a negative relationship between Country ESG
ratings and CDS spreads. These robustness checks are crucial to demonstrate that the relevance of sovereign ESG
ratings is not merely coincidental, or due to omitted variable bias, but holds true across different conditions.

Besides controlling for many factors, we have also analyzed the impact of the bond market's liquidity. For this purpose,
liquid bond markets are defined as countries in the JPM EMBI Global Index plus the developed markets in the JPM Global
Government Bond Index. Our research suggests that the liquidity of bond markets matters, as we find that the negative
relationship between Country ESG and CDS spreads only exists in liquid bond markets. In contrast, for the residual, less
liquid bond markets, we do not find a relationship between Country ESG ratings and CDS spreads. In short, the negative
relationship in Country ESG level results seems to be driven by countries in liquid bond markets.

To break this insight further down, we looked to see whether the relationship between CDS spreads and Country ESG
levels is stronger in emerging or developed markets.® CDS spreads tend to be higher and Country ESG levels lower in
emerging markets than in developed markets. We found that an increase in Country ESG rankings is associated with a
larger decrease in CDS spreads in emerging markets than developed markets.

For example, Egypt, which is included in the EMBI index, is considered an emerging market. Despite its low ESG rating of
4.5, which has remained relatively stable, Egypt faces high CDS spreads. This can be partially attributed to its poor ESG
performance, influenced by an increase in social unrest and political risk. The political environment can heavily influence
economic development, affecting businesses, financial markets and the broader economy through decisions on taxes,
regulations, trade policies, and more.

Strong governance linked to lower CDS spreads

As the Country ESG rating is made up of three pillars — environmental, social, and governance - we try to find which pillar
is the main driver of the negative relationship between Country ESG ratings and CDS spreads. Our findings suggest that it
is driven by the governance score. Over the whole sample period, we find a negative relationship between this governance
score and CDS spreads.

The governance sphere analyzes the capacity of a nation’s political, judicial and network of policymaking institutions to
protect, nurture and strengthen the foundations and conditions needed for economies to innovate and grow. Our findings
suggest that good governance practices can enhance investor confidence and reduce perceived sovereign credit risk,
thereby leading to narrower CDS spreads. For example, countries with robust governance frameworks are less likely to
experience political instability or mismanagement of public resources, both of which can lead to financial distress and
higher credit spreads.

As for the other two pillars, we find no concrete evidence of a relationship between the environmental scores and CDS
spreads over the whole sample period, while for the social scores we find a less strong relationship than for governance.
This suggests that, while environmental factors are crucial for the long-term resilience of a country, they do not have a
direct impact on sovereign credit risk as perceived by the market. It is possible that any problems arising from a weak
environmental profile could impact the creditworthiness of a country on the longer-term horizon, rather than having an
immediate impact.

Figure 2 - Average default risk per E, S and G pillar
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Source: Robeco, 2024.
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In addition to examining the levels of E, S and G scores, we also look at the changes within these scores. Specifically, we
want to understand whether countries that improve their ESG scores over time have lower CDS spreads. We find that
countries improving their social scores tend to have a lower default risk, indicated by a negative correlation between
changes in social scores and CDS spreads. This trend appears to have become more pronounced in recent years. For
changes in overall ESG scores, we find no evidence of a relationship with CDS spreads.

Key findings

- Country ESG ratings are negatively related to CDS spreads

- Of the individual pillars, the governance pillar shows a negative relationship with CDS spreads
« Inrecent years, improvements in the social pillar have coincided with lower CDS spreads.

Sovereign sustainability: What are the risk implications? - November 2024
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Robeco Country SDG score

The Robeco Country SDG Framework helps identify countries that should be prioritized in investment portfolios to
support sustainable development. We find no linear relationship between countries with positive SDG scores and CDS
spreads, suggesting that investors can create SDG-aligned government bond portfolios from countries with varying risk
profiles. We also find that countries that have negative SDG scores (-2 & -3) have a higher risk of default, and this is
priced into the CDS market.

We find a non-linear relationship between the CDS spread data and country SDG scores (see Figure 4 below). Countries
with negative SDG scores tend to have higher default risks than those with neutral (0) and positive SDG scoring (+1 and
+2) countries. An exception to this pattern concerns very high SDG scoring (+3) countries which exhibit similarly high
default risks as those with negative SDG scores.

Figure 3 - Non-linearity between CDS spreads and Country SDG scores
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Source: Robeco, 2024.

An example here would be Senegal, which has an SDG score of +3 that is partly a result from its good policies toward the
SDGs. In recent years, the country has improved significantly in terms of gender equality and health care outcomes.
However, Senegal has one of the highest CDS spreads in our sample, which can be attributed to the poor financing
conditions in the country. While investing in countries like Senegal may be risky, it can support closing the SDG financing
gap, and thereby promote positive sustainable development outcomes.

To address this complexity, we have analyzed whether countries with a deeply negative score (-2 and -3) and those with a
high positive score (+2 and +3) have a different CDS spread compared to intermediate countries (-1, 0, +1). The results
reveal that countries negatively affecting the attainment of the SDGs exhibit higher CDS spreads compared to their
intermediate counterparts. This could be explained by the greater institutional challenges, and the poorer governance,
that such countries typically face.

Conversely, countries with high positive SDG scores have CDS spreads that are comparable to those of intermediate

countries, with -1 to +1 SDG scores. These findings underscore the nuanced relationship between Country SDG scores
and CDS spreads. Investors can create SDG-aligned government bond portfolios from countries with varying risk profiles.

Sovereign sustainability: What are the risk implications? - November 2024
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Figure 4 - Average CDS spread of countries that are categorized as high positive, high negative and intermediate
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Source: Robeco, 2024.

These results suggest that investors can use country SDG scores to invest without adversely altering the financial risk
profile of the portfolio. While there is no evidence that countries that are making significant strides toward sustainable
development, like Senegal, are directly improving their creditworthiness, this may change in the future. Extant research
suggests that once countries reach higher levels of development, their creditworthiness improves as well, indicating that
financial markets notice such changes in the longer run.*

Key findings
+ There is no linear relationship between Robeco Country SDG scores and CDS spreads

- Countries with a highly negative SDG score (-3 and -2) have a higher CDS spread compared to their intermediate or
positive scoring counterparts

+ Investors can align their portfolios with the SDGs without necessarily altering a portfolio's risk profile

4. Schoenmaker, D., Ten Bosch, E., & van Dijk, M. A. (2022). Do the SDGs affect sovereign bond spreads? First evidence.
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Conclusion

This paper aims to provide an overview of how our two lenses of country sustainability affect the financial risk of
sovereign investments. We highlight three important findings:

1. There is a significant and negative relationship between Country ESG ratings and CDS spreads, which is driven by the
governance pillar.

2. Inrecent years, improvements in the social pillar of the Country ESG rating has has coincided with lower CDS spreads.

3. We did not find a linear relationship between Country SDG scores and CDS spreads. However, countries that have a
highly negative SDG score (-3 and -2) have a higher CDS spread compared to their intermediate or positively scoring
counterparts.

Additionally, we integrate the Country ESG rating as an early warning signal in our investment research, enabling us to
cover a wide variety of environmental, social and governance risks. We also use the Country SDG score to align portfolios
with the ambitions of the Sustainable Development Goals and thereby steer toward positive impact for clients aiming to
up their sustainability performance.

With the insights from both lenses, we feel well equipped to manage sustainable investments in sovereign bonds,
identifying opportunities for development while also assessing investment risks generation.

Sovereign sustainability: What are the risk implications? - November 2024
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Methodology

Model for risk assessment

To understand how country sustainability affects sovereign risk, we follow the current approach in academic literature.®
To take advantage of the country and time dimensions of our data sample, we use a panel regression with country and
time-fixed effects based on the following equation:

GDP Debt Fiscal Balance
capitar, TP eop, P cop,
4 Reserves 4 Export + Current Account
B Import;, 4 Import;, A GDP;,

CDS Spreads;; = P + B, Country Sustainability; . 1 + f3,

P
+fs GDP,, +peInflation;

+ e + Ai,t + Uit

.where the dependent variable (CDS spreads;,) is the logarithm of the 5-year CDS spread of country i in month t. Country
Sustainabilityi, -1 is either the (1) Robeco Country ESG rating or (2) Robeco Country SDG score of country i in month t-7.
It is lagged by one time period to address potential endogeneity issues. 87 is the main coeffieicnt of interest and it
measures the marginal effect of country sustainability on CDS spreads. For the Country SDG analysis we substituted the
Country Sustainability,., variable with two dummy variables: (1) ‘high negative’ dummy for SDG scores of -3 and -2, or (2)
a 'high positive’ dummy for SDG scores of +2 and +3. The rest of the variables are macroeconomic and financial control
variables that are known to have an effect on CDS spreads.

), sovereign debt as a percentage of GDP ( IG)EB;T ), fiscal balance as a percentage
of GDP (W) GDP growth(ﬁcgpp) inflation rate (Inflation;,), ratio of reserves to import (%), ratio of
export to import ( nEnX;frrf ), and current account to GDP ratio (%ﬁf“““’”) The residuals are: c;; is the unobserved
country specific effects, A, the unobserved time specific effects, and ;. is the error term.

These are: GDP per capita ( mp,m
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Data
Table 2 provides an overview of all the variables used in this research along with a definition and source.

Table 2 - Variable description

Variable name (abbreviation) Description Data source

Risk model

Dependent variable

Credit default swap (CDS) spreads 5-year CDS spread of a country, monthly format (end of month), Bloomberg
basis points

Independent variable

Country ESG score Robeco country environmental, social and governance score Robeco

Environmental score Environmental score from the Country ESG rating Robeco

Social score Social score from the Country ESG rating Robeco

Governance score Governance score from the Country ESG rating Robeco

Country SDG score Robeco’s country sustainable development goal framework Robeco

Macroeconomic control variables

GDP per capita (GDP) GDP per capita, current prices (USD per capita) IMF
Government debt as a % of GDP (Debt) General government gross debt (percentage of GDP) IMF
Fiscal Balance as a % of GDP (Fiscal Balance) = Primary net lending/borrowing (percentage of GDP) IMF
GDP growth (GDP growth) Real GDP growth (annual percentage change) IMF
Inflation (Inflation) Inflation rate, average consumer prices (annual percentage change) = IMF
Reserves relative to import (Reserves/Import) = Reserves and related items (BoP, current USD) Import of goods, IMF

services and primary income (BoP, current USD)

Export relative to import (Export/Import) Export of goods, services, and primary income (BoP, current USD) IMF
Import of goods, services and primary income (BoP, current USD)

Current account as a % of GDP (Current Current account balance (percentage of GDP) IMF
account)

Source: Robeco

Financial data

As a measure of default risk, we use the 5-year credit default swap (CDS) spreads. We download this in monthly
frequency (end of month) from January 2003 to October 2023 from two sources within Bloomberg; CBIN and MSG1. Two
sources are chosen due to the data availability of CDS spreads in Bloomberg and the average is taken to combine these
sources. Furthermore, each single datapoint was double-checked, extreme outliers were deleted, and countries with very
few datapoints where excluded from the sample. After a thorough data-cleaning process, we have a large sample of 83
countries.

5. See: (1) Capelle-Blancard, G., Crifo, P, Diaye, M. A., Oueghlissi, R., & Scholtens, B. (2019). Sovereign bond yield spreads and sustainability: An empirical analysis
of OECD countries. Journal of Banking & Finance, 98, 156-169. (2) Schoenmaker, D., Ten Bosch, E., & Van Dijk, M. A. (2022). Do the SDGs affect sovereign bond
spreads? First evidence. (3) Margaretic, P, & Pouget, S. (2018). Sovereign bond spreads and extra-financial performance: An empirical analysis of emerging
markets. International Review of Economics & Finance, 58, 340-355.
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Sovereign sustainability data

We use two measures of national sustainability. Firstly, the Robeco Country ESG Framework uses an extensive range of
ESG metrics to create a score for 150 countries. At present the framework includes 571 indicators along the three ESG
dimensions. The final score is a weighted sum of all standardized indicator scores where the environmental indicators
have a weight of 30%, the social indicators 30% and the governance indicators 40%. The final score is on a scale from
1-10, where 10 is the highest. Furthermore, the scores are unrounded, which makes it easier to detect changes in country
ESG performance over time.

We download the Robeco Country ESG ratings for the sample of 83 countries from 2003 to 2023. The total Country ESG
ratings were downloaded as well as the individual E, S and G scores. These scores are published semi-annually at the end
of Q1 and Q3. These scores are transformed to monthly data by holding the scores constant until the new score comes
out. We also calculate the change in Country ESG ratings by subtracting the Country ESG rating at time t+1 from the
Country ESG rating at time t.

The Robeco Country SDG Framework® is a three-step process to come to a final Country SDG score. It firstly assesses the
policies of a country for attaining the SDGs by measuring 100 indicators that directly or indirectly link to the SDG targets.
It then assesses if a country lacks access to capital markets. Finally, countries are screened for any controversies that
might inhibit the achievement of the SDGs.

For each step, countries are assigned a score from -3 to +3. These are converted into an overall SDG score following the
same scale. To do this, we first check if a country has a negative score in any of the individual steps. If so, the lowest
score will become the country’s total SDG score. This is because we recognize that countries with poor policies for the
SDGs (step one) or those displaying behavior that strongly conflicts with the SDGs (step three) cannot be considered to
have a neutral or positive alignment with the SDGs. Countries that have a neutral score in step one and no negative score
in step three will receive a total score of 0. For those with a positive score in step one, we add the country’s scores in step
two. This is to reward countries with good policies for the SDGs that are in need of additional financing.

As the Country SDG Framework was first introduced in 2021, no timeseries exists. Therefore, we backfill the scores. As
the data that goes into the SDG scores has limited historical availability, we were only able to backfill the Country SDG
scores for two years. Therefore, we have yearly Country SDG scores for 2020, 2021, 2022 and 2023. These were
transformed into monthly data by assuming that the score remains the same for the country until the new score gets
released (end of Q4).

Control variables

We allow for multiple macroeconomic and financial variables that have been shown to have a relationship with CDS
spreads. The variables, along with a reasoning of how they relate to CDS spreads, are shown in Table 3.

6. van Zanten, J. A, Swinkels, L., Scholten, R., & Schieler, M. (2023). Integrating the Sustainable Development Goals in Government Bond Investment Strategies.
Available at SSRN 4365013.
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Table 3 - Control variables and their relation to CDS spreads

Variable name

GDP per capita (GDP) and GDP
growth

Government debt as a % of GDP

Fiscal Balance as a % of GDP

Inflation

Reserves relative to import

Export relative to import

Current account as a % of GDP

Source: Robeco, 2024.

Description of the variables relation to CDS spreads

Countries with greater financial wealth are more likely to repay their debt.
Economies experiencing growth are more likely to meet their debt obligations
compared to those that are stagnating or shrinking. Therefore, we anticipate a
negative correlation between CDS spreads and GDP per capita/GDP growth

Governments with higher levels of debt are less able to repay their debt compared
to those with lower debt levels. Increased government indebtedness raises the risk
of default, which in turn leads to higher CDS spreads.

Countries with higher fiscal deficits are typically seen as less creditworthy,
increasing their default risk. Therefore, an increasing fiscal balance to GDP ratio
would likely lead to a decrease in the yield spread.

The effect of inflation on CDS spreads is twofold. On the one hand, higher inflation
is associated with macroeconomic instahility and an increased default risk. On the
other hand, higher inflation reduces the real value of government debt, which may

mitigate default risk and thus lower CDS spreads.

The relationship between a country’s reserves-to-import ratio and its CDS spreads
is often intertwined. A higher ratio signifies a greater ability to weather financial
storms, leading to lower perceived risk by investors. Consequently, this may result
in lower CDS spreads. Conversely, a lower reserves-to-import ratio might signal
vulnerability, potentially resulting in higher CDS spreads.

A higher export-to-import ratio signals a stronger economy with a greater ability to
generate revenue from exports, which can boost investor confidence and lower
perceived risk of default. Consequently, this tends to result in lower CDS spreads.

This indicator reflects a country’s competitiveness and its capacity to secure funds
for servicing debts. We expect when the current account balance strengthens, the
sovereign spreads to decrease.

Sovereign sustainability: What are the risk implications? - November 2024



Important information

Robeco Institutional Asset Management B.V. has a license as manager of Undertakings
for Collective Investment in Transferable Securities (UCITS) and Alternative Investment
Funds (AIFs) (“Fund(s)") from the Netherlands Authority for the Financial Markets in
Amsterdam. This marketing document is intended solely for professional investors,
defined as investors qualifying as professional clients, who have requested to be
treated as professional clients or are authorized to receive such information under any
applicable laws. Robeco Institutional Asset Management B.V. and/or its related,
affiliated and subsidiary companies, (‘Robeca’), will not be liable for any damages
arising out of the use of this document. Users of this information who provide
investment services in the European Union have their own responsibility to assess
whether they are allowed to receive the information in accordance with MiFID II
regulations. To the extent this information qualifies as a reasonable and appropriate
minor non-monetary benefit under MiFID I1, users that provide investment services in
the European Union are responsible for complying with applicable recordkeeping and
disclosure requirements. The content of this document is based upon sources of
information believed to be reliable and comes without warranties of any kind. Without
further explanation this document cannot be considered complete. Any opinions,
estimates or forecasts may be changed at any time without prior warning. If in doubt,
please seek independent advice. This document is intended to provide the professional
investor with general information about Robeca's specific capabilities but has not been
prepared by Robeco as investment research and does not constitute an investment
recommendation or advice to buy or sell certain securities or investment products or to
adopt any investment strategy or legal, accounting or tax advice. All rights relating to
the information in this document are and will remain the property of Robeco. This
material may not be copied or shared with the public. No part of this document may be
reproduced or published in any form or by any means without Robeco's prior written
permission. Investment involves risks. Before investing, please note the initial capital is
not guaranteed. Investors should ensure they fully understand the risk associated with
any Robeco product or service offered in their country of domicile. Investors should
also consider their own investment objective and risk tolerance level. Historical returns
are provided for illustrative purposes only. The price of units may go down as well as
up and past performance is no guarantee of future results. If the currency in which the
past performance is displayed differs from the currency of the country in which you
reside, then you should be aware that due to exchange rate fluctuations the
performance shown may increase or decrease if converted into your local currency.
The performance data do not take account of the commissions and costs incurred
when trading securities in client portfolios or for the issue and redemption of units.
Unless otherwise stated, performances are i) net of fees based on transaction prices
and ii) with dividends reinvested. Please refer to the prospectus of the Funds for
further details. Performance is quoted net of investment management fees. The
ongoing charges mentioned in this document are the ones stated in the Fund’s latest
annual report at closing date of the last calendar year. This document is not directed to
or intended for distribution to or for use by any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such
distribution, document, availability or use would be contrary to law or regulation or
which would subject any Fund or Robeco Institutional Asset Management B.V. to any
registration or licensing requirement within such jurisdiction. Any decision to subscribe
for interests in a Fund offered in a particular jurisdiction must be made solely on the
basis of information contained in the prospectus, which information may be different
from the information contained in this document. Prospective applicants for shares
should inform themselves as to legal requirements which may also apply and any
applicable exchange control regulations and taxes in the countries of their respective
citizenship, residence or domicile. The Fund information, if any, contained in this
document is qualified in its entirety by reference to the prospectus, and this document
should, at all times, be read in conjunction with the prospectus. Detailed information on
the Fund and associated risks is contained in the prospectus. The prospectus and the
Key Information Document (PRIIP) for the Robeco Funds can all be obtained free of
charge from Robeco's websites.

Additional information for US investors

This document may be distributed in the US by Robeco Institutional Asset
Management US, Inc. ("Robeco US"), an investment adviser registered with the US
Securities and Exchange Commission (SEC). Such registration should not be
interpreted as an endorsement or approval of Robeco US by the SEC. Robeco
Institutional Asset Management B.V. is considered “participating affiliated” and some
of their employees are "associated persons” of Robeco US as per relevant SEC
no-action guidance. Employees identified as associated persons of Robeco US perform
activities directly or indirectly related to the investment advisory services provided by
Robeco US. In those situations these individuals are deemed to be acting on behalf of
Robeco US. SEC regulations are applicable only to clients, prospects and investors of
Robeco US. Robeco US is wholly owned subsidiary of ORIX Corporation Europe N.V.
("ORIX"), a Dutch Investment Management Firm located in Rotterdam, the Netherlands.
Robeco US is located at 230 Park Avenue, 33rd floor, New York, NY 10169.
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Additional information for US Offshore investors - Reg S

The Robeco Capital Growth Funds have not been registered under the United States
Investment Company Act of 1940, as amended, nor the United States Securities Act of
1933, as amended. None of the shares may be offered or sold, directly or indirectly in
the United States or to any US Person. A US Person is defined as (a) any individual who
is a citizen or resident of the United States for federal income tax purposes; (b) a
corporation, partnership or other entity created or organized under the laws of or
existing in the United States; (c) an estate or trust the income of which is subject to
United States federal income tax regardless of whether such income is effectively
connected with a United States trade or business. In the United States, this material
may be distributed only to a person who is a “distributor”, or who is not a “US person’,
as defined by Regulation S under the U.S. Securities Act of 1933 (as amended).

Additional information for investors with residence or seat in Australia and New
Zealand

This document is distributed in Australia by Robeco Hong Kong Limited (ARBN 156 512
659) ("RIAM BV"), which is exempt from the requirement to hold an Australian financial
services license under the Corporations Act 2001 (Cth) pursuant to ASIC Class Order
03/1103. Robeco is regulated by the Securities and Futures Commission under the
laws of Hong Kong and those laws may differ from Australian laws. This document is
distributed only to “wholesale clients” as that term is defined under the Corporations
Act 2001 (Cth). This document is not intended for distribution or dissemination, directly
or indirectly, to any other class of persons. In New Zealand, this document is only
available to wholesale investors within the meaning of clause 3(2) of Schedule 1 of the
Financial Markets Conduct Act 2013 (FMCA). This document is not intended for public
distribution in Australia and New Zealand.

Additional information for investors with residence or seat in Austria
This information is solely intended for professional investors or eligible counterparties
in the meaning of the Austrian Securities Oversight Act.

Additional information for investors with residence or seat in Brazil

The Fund may not be offered or sold to the public in Brazil. Accordingly, the Fund has
not been nor will be registered with the Brazilian Securities Commission (CVM), nor has
it been submitted to the foregoing agency for approval. Documents relating to the
Fund, as well as the information contained therein, may not be supplied to the public in
Brazil, as the offering of the Fund is not a public offering of securities in Brazil, nor may
they be used in connection with any offer for subscription or sale of securities to the
public in Brazil.

Additional information for investors with residence or seat in Brunei

The Prospectus relates to a private collective investment scheme which is not subject
to any form of domestic regulations by the Autoriti Monetari Brunei Darussalam
("Authority”). The Prospectus is intended for distribution only to specific classes of
investors as specified in section 20 of the Securities Market Order, 2013, and must not,
therefore, be delivered to, or relied on by, a retail client. The Authority is not responsible
for reviewing or verifying any prospectus or other documents in connection with this
collective investment scheme. The Authority has not approved the Prospectus or any
other associated documents nor taken any steps to verify the information set out in the
Prospectus and has no responsibility for it. The units to which the Prospectus relates
may be illiquid or subject to restrictions on their resale. Prospective purchasers of the
units offered should conduct their own due diligence on the units.

Additional information for investors with residence or seat in Canada

No securities commission or similar authority in Canada has reviewed or in any way
passed upon this document or the merits of the securities described herein, and any
representation to the contrary is an offence. Robeco Institutional Asset Management
B.V. relies on the international dealer and international adviser exemption in Quebec
and has appointed McCarthy Tétrault LLP as its agent for service in Quebec.

Additional information for investors with residence or seat in the Republic of Chile
Neither Robeco nor the Funds have been registered with the Comision para el Mercado
Financiero pursuant to Law no. 18.045, the Ley de Mercado de Valores and regulations
thereunder. This document does not constitute an offer of or an invitation to subscribe
for or purchase shares of the Funds in the Republic of Chile, other than to the specific
person who individually requested this information on their own initiative. This may
therefore be treated as a “private offering” within the meaning of Article 4 of the Ley de
Mercado de Valores (an offer that is not addressed to the public at large or to a certain
sector or specific group of the public).

Additional information for investors with residence or seat in Colombia

This document does not constitute a public offer in the Republic of Colombia. The offer
of the fund is addressed to less than one hundred specifically identified investors. The
fund may not be promoted or marketed in Colombia or to Colombian residents, unless
such promotion and marketing is made in compliance with Decree 2555 of 2010 and
other applicable rules and regulations related to the promotion of foreign funds in



Colombia. The distribution of this Prospectus and the offering of Shares may be
restricted in certain jurisdictions. The information contained in this Prospectus is for
general guidance only, and it is the responsibility of any person or persons in
possession of this Prospectus and wishing to make application for Shares to inform
themselves of, and to observe, all applicable laws and regulations of any relevant
jurisdiction. Prospective applicants for Shares should inform themselves of any
applicable legal requirements, exchange control regulations and applicable taxes in the
countries of their respective citizenship, residence or domicile

Additional information for investors with residence or seat in the Dubai International
Financial Centre (DIFC), United Arab Emirates

This material is distributed by Robeco Institutional Asset Management B.V. (DIFC
Branch) located at Office 209, Level 2, Gate Village Building 7, Dubai International
Financial Centre, Dubai, PO Box 482060, UAE. Robeco Institutional Asset Management
B.V. (DIFC Branch) is regulated by the Dubai Financial Services Authority (‘DFSA") and
only deals with Professional Clients or Market Counterparties and does not deal with
Retail Clients as defined by the DFSA.

Additional information for investors with residence or seat in France

Robeco Institutional Asset Management B.V. is at liberty to provide services in France.
Robeco France is a subsidiary of Robeco whose business is based on the promotion
and distribution of the group’s funds to professional investors in France.

Additional information for investors with residence or seat in Germany
This information is solely intended for professional investors or eligible counterparties
in the meaning of the German Securities Trading Act.

Additional information for investors with residence or seat in Hong Kong

The contents of this document have not been reviewed by the Securities and Futures
Commission ("SFC") in Hong Kong. If there is any doubt about any of the contents of
this document, independent professional advice should be obtained. This document
has been distributed by Robeco Hong Kong Limited ("Robeco”). Robeco is regulated by
the SFC in Hong Kong.

Additional information for investors with residence or seat in Indonesia
The Prospectus does not constitute an offer to sell nor a solicitation to buy securities
in Indonesia.

Additional information for investors with residence or seat in Italy

This document is considered for use solely by qualified investors and private
professional clients (as defined in Article 26 (1) (b) and (d) of Consob Regulation No.
16190 dated 29 October 2007). If made available to Distributors and individuals
authorized by Distributors to conduct promotion and marketing activity, it may only be
used for the purpose for which it was conceived. The data and information contained
in this document may not be used for communications with Supervisory Authorities.
This document does not include any information to determine, in concrete terms, the
investment inclination and, therefore, this document cannot and should not be the
basis for making any investment decisions.

Additional information for investors with residence or seat in Japan

This document is considered for use solely by qualified investors and is distributed by
Robeco Japan Company Limited, registered in Japan as a Financial Instruments
Business Operator, [registered No. the Director of Kanto Local Financial Bureau
(Financial Instruments Business Operator), No.2780, Member of Japan Investment
Advisors Association].

Additional information for investors with residence or seat in South Korea

The Management Company is not making any representation with respect to the
eligibility of any recipients of the Prospectus to acquire the Shares therein under the
laws of South Korea, including but not limited to the Foreign Exchange Transaction Act
and Regulations thereunder. The Shares have not been registered under the Financial
Investment Services and Capital Markets Act of Korea, and none of the Shares may be
offered, sold or delivered, or offered or sold to any person for re-offering or resale,
directly or indirectly, in South Korea or to any resident of South Korea except pursuant
to applicable laws and regulations of South Korea.

Additional information for investors with residence or seat in Liechtenstein
This document is exclusively distributed to Liechtenstein-based, duly licensed financial

intermediaries (such as banks, discretionary portfolio managers, insurance companies,

fund of funds) which do not intend to invest on their own account into Fund(s)
displayed in the document. This material is distributed by Robeco Switzerland Ltd,
postal address: Josefstrasse 218, 8005 Zurich, Switzerland. LGT Bank Ltd.,
Herrengasse 12, FL-9490 Vaduz, Liechtenstein acts as the representative and paying
agent in Liechtenstein. The prospectus, the Key Information Documents (PRIIP)the
articles of association, the annual and semi-annual reports of the Fund(s) may be
obtained from the representative or via the website.
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Additional information for investors with residence or seat in Malaysia

Generally, no offer or sale of the Shares is permitted in Malaysia unless where a
Recognition Exemption or the Prospectus Exemption applies: NO ACTION HAS BEEN,
OR WILL BE, TAKEN TO COMPLY WITH MALAYSIAN LAWS FOR MAKING AVAILABLE,
OFFERING FOR SUBSCRIPTION OR PURCHASE, OR ISSUING ANY INVITATION TO
SUBSCRIBE FOR OR PURCHASE OR SALE OF THE SHARES IN MALAYSIA OR TO
PERSONS IN MALAYSIA AS THE SHARES ARE NOT INTENDED BY THE ISSUER TO BE
MADE AVAILABLE, OR MADE THE SUBJECT OF ANY OFFER OR INVITATION TO
SUBSCRIBE OR PURCHASE, IN MALAYSIA. NEITHER THIS DOCUMENT NOR ANY
DOCUMENT OR OTHER MATERIAL IN CONNECTION WITH THE SHARES SHOULD BE
DISTRIBUTED, CAUSED TO BE DISTRIBUTED OR CIRCULATED IN MALAYSIA. NO
PERSON SHOULD MAKE AVAILABLE OR MAKE ANY INVITATION OR OFFER OR
INVITATION TO SELL OR PURCHASE THE SHARES IN MALAYSIA UNLESS SUCH
PERSON TAKES THE NECESSARY ACTION TO COMPLY WITH MALAYSIAN LAWS.

Additional information for investors with residence or seat in Mexico

The funds have not been and will not be registered with the National Registry of
Securities or maintained by the Mexican National Banking and Securities Commission
and, as a result, may not be offered or sold publicly in Mexico. Robeco and any
underwriter or purchaser may offer and sell the funds in Mexico on a private placement
basis to Institutional and Accredited Investors, pursuant to Article 8 of the Mexican
Securities Market Law.

Additional information for investors with residence or seat in Peru

The Superintendencia del Mercado de Valores (SMV) does not exercise any supervision
over this Fund and therefore the management of it. The

information the Fund provides to its investors and the other services it provides to
them are the sole responsibility of the Administrator. This Prospectus is not for public
distribution.

Additional information for investors with residence or seat in Singapore

This document has not been registered with the Monetary Authority of Singapore
("MAS"). Accordingly, this document may not be circulated or distributed directly or
indirectly to persons in Singapore other than (i) to an institutional investor under
Section 304 of the SFA, (ii) to a relevant person pursuant to Section 305(1), or any
person pursuant to Section 305(2), and in accordance with the conditions specified in
Section 305, of the SFA, or (iii) otherwise pursuant to, and in accordance with the
conditions of, any other applicable provision of the SFA. The contents of this document
have not been reviewed by the MAS. Any decision to participate in the Fund should be
made only after reviewing the sections regarding investment considerations, conflicts
of interest, risk factors and the relevant Singapore selling restrictions (as described in
the section entitled “Important information for Singapore Investors”) contained in the
prospectus. Investors should consult their professional adviser if you are in doubt
about the stringent restrictions applicable to the use of this document, regulatory
status of the Fund, applicable regulatory protection, associated risks and suitability of
the Fund to your objectives. Investors should note that only the Sub-Funds listed in the
appendix to the section entitled “Important information for Singapore Investors” of the
prospectus ("Sub-Funds”) are available to Singapore investors. The Sub-Funds are
notified as restricted foreign schemes under the Securities and Futures Act, Chapter
289 of Singapore ("SFA") and invoke the exemptions from compliance with prospectus
registration requirements pursuant to the exemptions under Section 304 and Section
305 of the SFA. The Sub-Funds are not authorized or recognized by the MAS and
shares in the Sub-Funds are not allowed to be offered to the retail public in Singapore.
The prospectus of the Fund is not a prospectus as defined in the SFA. Accordingly,
statutory liability under the SFA in relation to the content of prospectuses does not
apply. The Sub-Funds may only be promoted exclusively to persons who are sufficiently
experienced and sophisticated to understand the risks involved in investing in such
schemes, and who satisfy certain other criteria provided under Section 304, Section
305 or any other applicable provision of the SFA and the subsidiary legislation enacted
thereunder. You should consider carefully whether the investment is suitable for you.
Robeco Singapore Private Limited holds a capital markets services license for fund
management issued by the MAS and is subject to certain clientele restrictions under
such license.

Additional information for investors with residence or seat in Spain

Robeco Institutional Asset Management B.V,, Sucursal en Espafia with identification
number W0032687F and having its registered office in Madrid at Calle Serrano 47-14°,
is registered with the Spanish Commercial Registry in Madrid, in volume 19.957, page
190, section 8, sheet M-351927 and with the National Securities Market Commission
(CNMV) in the Official Register of branches of European investment services
companies, under number 24. The investment funds or SICAV mentioned in this
document are regulated by the corresponding authorities of their country of origin and
are registered in the Special Registry of the CNMV of Foreign Collective Investment
Institutions marketed in Spain.



Additional information for investors with residence or seat in South Africa
Robeco Institutional Asset Management B.V. is registered and regulated by the
Financial Sector Conduct Authority in South Africa.

Additional information for investors with residence or seat in Switzerland

The Fund(s) are domiciled in Luxembourg. This document is exclusively distributed in
Switzerland to qualified investors as defined in the Swiss Collective Investment
Schemes Act (CISA). This material is distributed by Robeco Switzerland Ltd, postal
address: Josefstrasse 218, 8005 Zurich. ACOLIN Fund Services AG, postal address:
Leutschenbachstrasse 50, 8050 Ziirich, acts as the Swiss representative of the
Fund(s). UBS Switzerland AG, Bahnhofstrasse 45, 8001 Zurich, postal address:
Europastrasse 2, P.0. Box, CH-8152 Opfikon, acts as the Swiss paying agent. The
prospectus, the Key Information Documents (PRIIP), the articles of association, the
annual and semi-annual reports of the Fund(s), as well as the list of the purchases and
sales which the Fund(s) has undertaken during the financial year, may be obtained, on
simple request and free of charge, at the office of the Swiss representative ACOLIN
Fund Services AG. The prospectuses are also available via the website.

Additional information for investors with residence or seat in Taiwan

The contents of this document have not been reviewed by any regulatory authority in
Hong Kong. If you are in any doubt about any of the contents of this document, you
should obtain independent professional advice. This document has been distributed by
Robeco Hong Kong Limited (‘Robeca’). Robeco is regulated by the Securities and
Futures Commission in Hong Kong.

Additional information for investors with residence or seat in Thailand

The Prospectus has not been approved by the Securities and Exchange Commission
which takes no responsibility for its contents. No offer to the public to purchase the
Shares will be made in Thailand and the Prospectus is intended to be read by the
addressee only and must not be passed to, issued to, or shown to the public generally.

Additional information for investors with residence or seat in the United Arab
Emirates

Some Funds referred to in this marketing material have been registered with the UAE
Securities and Commodities Authority (“the Authority”). Details of all Registered Funds
can be found on the Authority’s website. The Authority assumes no liability for the
accuracy of the information set out in this material/document, nor for the failure of any
persons engaged in the investment Fund in performing their duties and responsibilities.

Additional information for investors with residence or seat in the United Kingdom
Robeco Institutional Asset Management B.V (FRN: 977582) is authorised and regulated
by the Financial Conduct Authority.

Additional information for investors with residence or seat in Uruguay

The sale of the Fund qualifies as a private placement pursuant to section 2 of
Uruguayan law 18,627. The Fund must not be offered or sold to the public in Uruguay,
except under circumstances which do not constitute a public offering or distribution
under Uruguayan laws and regulations. The Fund is not and will not be registered with
the Financial Services Superintendency of the Central Bank of Uruguay. The Fund
corresponds to investment funds that are not investment funds regulated by
Uruguayan law 16,774 dated 27 September 1996, as amended.
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