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Foreword

NN Investment Partners is a firm believer in responsible
investing. We are defined as an asset manager by our ambi-
tion to make the world a better place and deliver attractive
returns for our clients. This commitment is built into our
business from the ground up, and it drives everything we do.

In our Responsible Investing Report for 2021, we want to
share our passion for responsible investing and our com-
mitment to tackling urgent challenges from global warming
to social inequality. In the pages that follow, you can read
about every aspect of our operation, from the integration
of environmental, social and governance criteria into our
investment process to the range of strategies that put our
expertise and experience into action.

The report explains Why we put responsible investing at the
core of our approach and direct our efforts towards achieving
sustainable outcomes and improving returns. It demonstrates
what we achieved last year by putting our clients’ capital to
work, with results on key sustainability themes such as cli-
mate impact, biodiversity and social progress.

The report also shows everything that goes into running an
effective responsible investing operation. It sets out in detail
how conviction and a lot of disciplined work come together
to put our principles into practice throughout the company,
from our innovation and Rl hub to our many investment
teams and risk functions. We will continue to build on our
strength in the responsible investing space in 2022 and in
the years to come.

We hope you enjoy reading this report and learning why
we invest responsibly, what we have achieved and how we
translate our beliefs into results.

Satish Bapat,
Chief Executive Officer
NN Investment Partners
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Why responsible investing

Our role in driving the transition to a more sustainable world

Recognition of the need for concerted action to tackle the world’s most pressing
challenges is growing fast. As a result, investors around the globe are demanding more
investment options that put their money to work. Their ambitions include promoting
sustainability and supporting the development of solutions to issues from climate change
to economic inequality.

NN Investment Partners has earned its reputation as a leader in responsible investing by helping clients realize their
ambition to make the world a better place while earning attractive returns. We deliver for clients year after year
because our approach is based on a firm belief in the goals and principles of responsible investing. That belief and
our unwavering commitment to putting it into action are what set us apart.
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Our belief in responsible investing

Responsible investing (RI) lies at the heart of everything we do. We started prac-
tising responsible investing more than two decades ago. Our commitment draws
on a long tradition of working collectively for the common good that for centuries
has allowed the Dutch to prosper on land reclaimed from the sea.

Putting capital to work

We are passionate about contributing to the transition to a sustainable, low-car-
bon economy that benefits all our stakeholders and society at large. Our role

as a responsible asset manager begins with offering innovative financial prod-
ucts that help our clients achieve their ambitions. We then invest the capital
entrusted to us in line with our principles to deliver attractive financial returns
while driving progress towards our non-financial goals.

to take action

Making a lasting difference

We are well aware of the challenges confronting the world today, from global
warming to social inequality. We feel a deep sense of responsibility to our many
stakeholders that extends far beyond short-term financial gains. Thanks to our
clients, we are able to make a lasting difference in a far broader context by put-
ting the capital we manage to work.

allows us to

Unlocking value, improving returns

The consistent integration of environmental, social and governance (ESG) factors
in NN IP’s investment strategies enables us to unlock potential financial value by
identifying risks and opportunities in a rapidly changing market. For our clients,
this means their money is directed to companies and projects that are poised to
thrive in the shift to a greener, more inclusive economy. And that means a sus-
tained improvement in the returns our products provide, as shown by the attrac-
tive absolute and relative performance of our Sustainable and Impact strategies.

Exerting influence for society at large

By using our influence as an investor, we actively steer the companies and
governments we invest in towards greater transparency and more sustainable
behaviour. We believe that our consistent engagement delivers results that
benefit shareholders, bond investors and stakeholders. These two elements

- putting capital to work and improving returns — inform every aspect of our
approach. In short, we’re committed to responsible investing because it mat-
ters, and it works.

Nieuwenhuijzen, Chief Sustainability

Chief Investment Officer Officer

Valentijn van @ Adrie Heinsbroek,
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- What we achieved in 2021

& Doing our part to help tackle the world’s most urgent challenges

The proof of our commitment to responsible investing is in the results. We are in this
business to deliver sustainable outcomes that make a real difference in the world and to
ensure that our clients see sustained long-term growth in their returns.

2021 was a year of milestones for NN Investment Partners. We made great strides in further integrating ESG
criteria into investments and set interim emissions-reduction targets for our portfolios in line with the goal of
reaching net zero by 2050. We expanded our offerings of responsible investing products, tightened our invest-
ment restrictions in key environmental areas and stepped up our efforts to obtain the highest-quality ESG data
and report transparently to our clients.

In putting our clients’ capital to work, we also generated consistent, attractive returns across our responsible invest-
ment strategies. You can find more information on financial performance in the fact sheets for our ESG-integrated,
Sustainable and Impact strategies on our website.
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https://www.nnip.com/en-INT/professional/asset-management/sustainable-investing
https://www.nnip.com/en-INT/professional/asset-management/impact-investing

We used our influence as an active investor to steer companies in our portfolios
towards more sustainable business strategies, both through engagement and by
exercising our voting rights. And we joined forces with important international
initiatives to help drive progress on critical issues such as halting deforestation
and providing workers with a living wage.

Taking climate action

NN IP is dedicated to helping mitigate the impact of climate change and limit
global warming to 1.5 °C in line with the goals of the Paris Agreement. In 2021, we
made significant progress towards achieving our environmental ambitions across
our responsible investment portfolios. Here are some of our accomplishments:

470/0 cut in carbon emissions related to our investments' compared
with benchmarks, a reduction of about 5.1 million tonnes of CO2,
equivalent to nearly 1,052,000 car trips around the world.

330/0 less water consumed related to our investments' compared
with benchmarks, a reduction of about 33.6 million m? of water,
equivalent to the annual consumption of nearly 303,000 households.

820/0 less waste generation related to our investments' compared
with benchmarks, a reduction of about 3.4 million tonnes of waste,
equivalent to the annual output of over 3.1 million households.

1 Aggregated numbers for total assets under management in our Sustainable and Impact investment
strategies. For strategies with no designated benchmark, we select an appropriate reference index
to provide the proper market context. Data coverage for carbon is 89% (85% for benchmarks). Data
coverage for waste and water is improved by an in-house estimation model - for waste from 62% to
86% (benchmarks: 55% to 82%) and for water from 28% to 86% (benchmarks: 26% to 81%).

This chapter highlights some of our achievements during the past year on three
key sustainability themes. With the planet close to a tipping point, we prioritized
progress on climate change and biodiversity. And as the world began to address
the inequalities highlighted by the pandemic, we supported positive action on a
range of social issues.

- 37% of NN IP assets are currently managed in line with our goal of
reaching net zero by 2050.

« Active lead in the Climate Action 100+ engagement with BASF.
We welcome its plan to reach net zero CO2 emissions globally by 2050 and
a 25% reduction by 2030.

» On the back of our flagship aggregate green bond strategy we launched a
new sovereign strategy completing the green bond range.

* Toughened our restriction criteria to cover companies that derive more than
20% of revenue from oil sands and thermal coal, down from 30%.

- Held 49 dialogues with 21 companies on climate.

* Voted on 68 shareholder proposals related to the environment,
and supported 96% of them.

- Supported 100% of Climate Action 100+ shareholder proposals.

* Helped increase corporate transparency around climate change,
deforestation and water security as a participant in the Non-Disclosure
Campaign conducted by CDP, a not-for-profit organization that runs a
global disclosure system.

* Issued our first report in line with the recommendations of the Task Force
on Climate-related Financial Disclosures.
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Contributing to social progress

The pandemic has put the spotlight on social challenges from economic inequality to
affordable healthcare, and the social component of the ESG agenda is catching up with
its peers. We have put these issues high on our responsible investing agenda and actively
support progress through our investments as well as our innovative financial-product
offerings, which we plan to expand. Here is a selection of our achievements in 2021:

- Held 33 engagement dialogues with 33 companies on the theme of decent work.

- Voted on 112 shareholder proposals on social issues, opposing management
in 98 cases.

» Supported 85% of shareholder resolutions on social issues as assessed by
ShareAction.

- Backed a call for Pfizer to provide greater disclosure on pricing and access
to Covid-19 vaccines.

 Explored new investment opportunities for our green bond range and developed
expertise in the social bond market, which is set to hit EUR 200 billion in 2022.

- Supported fair pay in the garment and commodities supply chains together with
Platform Living Wage Financials.

- Helped find ways to eliminate gender-based violence on palm oil plantations
in the human rights working group of the Roundtable on Sustainable Palm Oil.

- Joined investors calling on the EU to introduce effective legislation on human rights
and environmental due diligence.

- Addressed the social SDGs with impact equity investments in companies including
MIPS, a leading component manufacturer that specializes in helmet-based safety and
brain protection systems, and HDFC, which helps low- and middle-income families in
India gain access to housing.

Supporting biodiversity

Biodiversity loss and climate change are two of the most pressing and

intertwined challenges facing the world today. NN IP is committed to
helping protect and restore biodiversity through our financial activ-
ities and investments. Last year, we stepped up our efforts on this
critical issue. Here are some of the things we achieved:

* 10 engagement dialogues with 8 companies on biodiversity.

 Backed call for US agribusiness company Bunge to address
deforestation risks.

- Signed financial-sector commitment to eliminate commodity-
driven deforestation.

- Joined global effort to raise investor awareness of commodity-
driven deforestation as a member of the PRI’s Sustainable
Commodities Practitioners Group.

* Joined the Partnership for Biodiversity Accounting Financials, an
initiative enabling financial firms to disclose the biodiversity
impact of loans and investments.

- Signed the Finance for Biodiversity Pledge to protect and
restore biodiversity.
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Other achievements

We deepened and expanded our commitment to responsible investing in 2021. We boosted the application of
strict ESG criteria to our investments by integrating our mortgage portfolios and alternative credit strategies,
and we used our influence to tackle difficult topics in our engagement and voting activities. Here are some of

the things we accomplished last year:

Increased ESG integration

to 91% of total assets
from 74% in 2020.

. Strong growth in assets under management in our Sustainable (equity,
credit and multi-asset) and Impact (green bonds, equity) strategies,
underscoring increased investor demand for these funds and their attractive
performance in recent years.

* Ranked in the top 10 asset managers in a ShareAction report based
on our voting record on environmental and social issues.

- More than 170 NN |P funds classified as Article 8 or 9 under the
EU’s Sustainable Finance Disclosure Regulation.

- Exercised our influence, engaging with 541 corporates and
18 sovereigns globally.

- Voted on 568 sustainability-related shareholder resolutions.
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How we deliver results

Responsible investing is built into our business from the ground up N /4
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NN Investment Partners has earned a reputation as a leader in responsible investing.
We never stop innovating to make sure we stay at the front of the pack.

Our commitment to responsible investing permeates every aspect of our business. It helps shape our investment
decisions and the range of strategies we offer to our clients. It drives our engagement as shareholders in companies
around the world and our dedication to sustainable outcomes.

Our activities and ambitions as a responsible asset manager are set out in the Responsible Investing Framework.
This incorporates our beliefs, how we do things and what we offer.

NN IP’s approach to responsible investing is based on four essential building blocks, starting with restriction criteria
that reflect our principles. We consistently integrate ESG criteria into our investment process, and we use engage-
ment and voting to steer companies in our portfolios towards more sustainable business models. Finally, we are
committed to transparent reporting.
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ESG-integrated

Responsible strategies

Investment beliefs

Putting capital to work

Improving returns

Sustainable & Impact
strategies

Our asset-management operation is structured to ensure that the influence of Rl
is felt at every level and in every decision. Here’s how it works:

Governance and teams

Strong leadership and governance ensure that our actions are consistent with
our beliefs, while dedicated Rl experts help all our investment teams achieve their
non-financial goals. Read more in the governance and teams section.

Restriction criteria

Our responsible investing approach starts with determining areas that are
off-limits for investment. These exclusions reflect our beliefs and values, rele-
vant laws and regulations, as well as international initiatives on critical issues
from climate change to human rights. Our restriction criteria define the initial

investment universe for our strategies and provide our clients and the parties
they represent with clear evidence of our ethics and principles. Read more in the
investment restrictions section.

Knowledge exchange

When it comes to responsible investing, the best results are achieved through
collaboration. We share our expertise and data with key clients as well as a
range of academic and industry researchers and international initiatives that
share our sustainability goals. But sharing knowledge is a two-way street, and
we use insights gained from our partners to help enhance the performance of
our investments. Read more in the knowledge exchange section.

Innovation

We are always working on ways to become better responsible investors. The
experts who power our Innovation and Responsible Investing Platform have
developed tools that harness the power of natural language processing, artificial
intelligence and machine learning. This increases our capacity to process vital
data and convert it into actionable insights for our investment teams. Read more
in the innovation section.

ESG integration

Our responsible investing strategies are built on nuanced analysis of companies
and sovereigns to ensure they meet our criteria. By crunching the data on envi-
ronmental impact, social engagement and governance practices, we identify the
risks and opportunities associated with potential investments. Read more in the
ESG integration section.

Engagement
We actively uses our position as a major shareholder and debt investor to influ-
ence corporate behaviour in line with our ESG convictions. Constructive, regu-

D =

Foreword

Why responsible investing
What we achieved in 2021
How we deliver results

Governance and teams
Investment restrictions
Knowledge exchange
Innovation

ESG integration
Engagement

Voting

Transparent reporting
Investment strategies

About NN IP



lar dialogue with the companies we invest in allows us to support and motivate
them as they adapt their business strategies to improve ESG performance. Read
more in the engagement section.

Voting

Exercising our voting rights as shareholders is one of the most effective ways of
ensuring checks and balances are in place on the activities and conduct of the
companies in our portfolio. We amplify our impact by collaborating with other
like-minded institutional investors. Read more in the voting section.

Transparent reporting

Reporting is one of the most concrete ways of demonstrating our commitment
to responsible investing. These reports cover all facets of RI, from ESG per-
formance metrics and greenhouse gas emissions data to exposure to poten-
tial controversies. We promote transparency by sharing as much ESG-related
information as possible with our clients. Read more in the transparent reporting

section.

Investment Strategies

NN IP offers a range of responsible investing strategies within three clusters:
ESG-integrated, Sustainable and Impact. All our strategies are grounded in our
commitment to putting capital to work and improving returns. Each caters to a
variety of client needs across a range of asset classes. These are presented in
the section on investment strategies.
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and teams

How we set up our operation for success

Responsible investing isn’t just a specialized strategy at NN Investment Partners; it'’s at the core of all our
asset-management activities. Our commitment extends from the CEQ’s office through every investment team.

We believe responsible investing enhances risk-adjusted returns and that com-
panies with sustainable business practices and high standards of corporate
governance will become the success stories of the future. We integrate envi-
ronmental, social and governance (ESG) factors into our decision-making in
accordance with our Responsible Investing Framework, which sets out the why
and the how of our approach.

Collective leadership

To run an effective responsible investing operation, it’s not enough to hire the
best ESG specialists, data scientists and portfolio managers. You need to draw
on their diverse expertise to inform how the business is run and where it’s going.
We have spent years assembling a governance structure that gives our special-
ists a voice on advisory and management committees. This set-up strengthens
our decision-making process by ensuring that all parts of the business are rep-
resented.

Innovation engine
Leadership in the rapidly evolving world of responsible investing requires con-
tinuous adaptation and innovation. We have built our business around a unique

Innovation and Responsible Investing Platform that keeps us ahead of the curve.

Bringing our Rl experts and technology specialists together in a single hub

sparks the development of technological solutions and facilitates their applica-
tion across our investment teams.

Central hub

The primary role of the Innovation and Responsible Investing Platform is to
enable and empower the investment teams to achieve their sustainability goals.
By placing this platform at the centre of our operation, we promote the flow of
information among all teams, making us nimble in adapting to market and reg-
ulatory changes. This structure also ensures that our investment teams always
have the support and guidance they need regarding ESG integration.

Essential tasks

Running an effective responsible investing operation requires continuous adap-
tation to market and regulatory developments around the world. For a large
organization like NN IP to evolve in a unified and disciplined way, it must ensure
that a long list of essential tasks is performed across the business and all our
investment strategies. This list ranges from setting and implementing corporate
strategy to providing support to all parts of the business and acting on behalf of
our clients. The overview on the next page lays out the key functions that help
make us an industry leader.
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Here’s how our responsible investing organization works in practice.

r

Set strategy and provide guidance

v~ Oversee our corporate strategy, including implementation

of the RI Framework.
NN IP Management Board advised by the chief
sustainability officer

Advise the Management Board on RlI policy and the
RI Framework.
ESG Committee, chaired by the chief investment officer

Advise the Management Board and support the ESG
Committee in realizing our Rl ambitions.
Responsible Investing Strategy and Implementation
Steering Committee

Drive the integration of Rl across our investment
operation.
Rl Leadership Team

Implement strategy and provide support

v~ Oversee the decision-making process related to

engagements and exclusions.
ESG Committee, chaired by the chief investment officer

Enable and empower investment teams with ESG
integration, active ownership and Rl thought leadership.
Responsible Investing Team

Monitor and assess controversies and violations of our RI
investment criteria, and recommend appropriate action to
the ESG Committee.

Controversy & Engagement Council

Protect and enhance the economic and social value of the
companies we invest in on behalf of our clients.
Proxy Voting Committee

Making responsible investing work effectively
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Investment restrictions

Setting boundaries to enforce our investing principles

Why responsible investing

What we achieved in 2021
We believe in engaging with companies — using our influence as a shareholder and debt investor to
encourage and support responsible conduct and sustainable business strategies. But we draw the line at
companies whose activities and/or conduct are inconsistent with our values as a responsible investor and
our norms-based RI criteria. When we see no potential to change a company’s behaviour for the better, we
cannot continue to back it as an investor.

How we deliver results

Investment restrictions

Our investment restrictions reflect our beliefs as well as relevant regulations and In these areas, our exclusions fall into two categories:
international norms on critical issues. They define the initial investment universe
for our strategies by ruling out ineligible companies such as tobacco producers 1. Controversial activities
and manufacturers of controversial weapons. « Controversial weapons
« Controversial supplying of arms
In 2021, we toughened our exclusion criteria for companies involved in extracting » Thermal coal mining
oil sands and mining thermal coal. This decision was part of our commitment to » Tobacco production
reduce the carbon footprint of our investments in line with the global drive to net ¢ Oil sands extraction
zero. Restrictions now apply to companies that derive more than 20% of their
revenue from these activities, down from 30% previously. 2. Controversial conduct
. Corporate issuers that severely and systematically violate the UN
Areas where violations of our norms-based Rl criteria can occur, potentially Global Compact principles and/or the OECD Guidelines, and where engage-
leading to investment restrictions: ment is not or is no longer a viable option.
« Governance * Environment . Sovereign issuers involved in severe and systematic violations of
* Human rights * Bribery and corruption human rights, against which arms embargoes have been issued by the UN

* Labour rights Security Council.



Additional restriction criteria for our Sustainable and Impact strategies

In addition to our firmwide exclusion criteria, we apply more stringent restric-
tions in our Sustainable and Impact strategies. Within these investment strat-
egies, we strive for financial performance while maintaining a strong focus on
contributing to sustainable development. With this in mind, we avoid invest-
ments that are not in line with the “do no harm” principle. The additional restric-
tions cover a range of activities that are at odds with sustainable development,
such as gambling and Arctic drilling.

To learn more about the reasons for these additional restrictions, please refer to
the NN IP Responsible Investment Viewpoint Policy, available on the Rl policies
page of our website.

Controversial conduct restriction for Sustainable and Impact strategies

For our Sustainable and Impact strategies, we assess companies and issuers
of debt securities using a scale of controversial conduct that we have devel-
oped based on research from Sustainalytics, a leading vendor of ESG data.
Based on this assessment, we exclude companies and issuers with the high-
est level of controversial conduct - level 5 — from the investment universe for
these strategies.

Companies and issuers that receive a level 4 controversy score are submitted
for discussion in NN IP’s Controversy and Engagement Council. Investment is
only permitted as an exception if the Council concludes that the conduct in
qguestion does not directly violate our criteria based on international standards
including the UN Guiding Principles on Business and Human Rights and the
UN Global Compact. An exception can also be made if the Council deems that
sufficient steps have been taken to address the issue. All exceptions must also
be approved by NN IP’s ESG Committee.

Our norms-based Rl-criteria
applied to all strategies'

Controversial Thermal
weapons coal mining
Tobacco Oil sands
production production and
controversial

pipelines

Arms trade with
entities under
embargoes

Additional criteria applied to
Sustainable and Impact strategies

Adult
entertainment drilling

@ G

Fur & specialty  Gambling
leather

>

Shale oil Nuclear
energy?

Weapons

1. Restrictions resulting from controversial activities and controversial conduct are applied

company-wide.

2. Partial restriction: companies involved in constructing additional nuclear-based power

production installations are excluded.
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exchange

Raising the bar for Rl through collaboration

We believe that the surest way to speed progress towards the goal of a sustainable future is through

collaboration. By teaming up with others who share our ambitions and contributing the knowledge ‘
and experience we have acquired over many years, we can make Rl more effective across the board "
\

while enhancing the performance of our own investments.

NN IP collaborates with researchers from the financial arena and the world’s
leading universities, applying our expertise and unique investing tools to help
tackle the challenges facing all responsible investors. We share our data and
best practices with asset-management groups and regulators to ensure that
the industry as a whole can continue to thrive and play its part in driving the

transition to a more sustainable world.

We also share as much information and insight with our clients as possi-

ble, from detailed fund updates and Rl policy statements on our website to
in-depth articles and interactive webinars on key topics. We are committed
to preparing our clients for market and regulatory changes and helping them
future-proof their portfolios.

Driving ESG insights
We never stop working on new ways to help investors make better decisions
and achieve the most sustainable returns. In 2021, we joined forces with gov-

i P
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ernance services provider Glass Lewis to examine the links between compa-
nies’ ESG scores and their management of the ESG aspects of their business
and the associated risks.

The study found companies with a stand-alone ESG committee at board

level tend to have higher ESG scores. These committees are more common
in Europe and the US - regions that have the most extensive extra-financial
reporting obligations. By contrast, companies that do not disclose details of ;
their governance in this area have the lowest ESG scores.

We worked together with Glass Lewis to arrive at the study’s insights and
conclusions, and our proprietary Rl data solutions were essential to its suc-
cess. The performance data used in the study were based on our ESG Lens,
a tool that assesses a wide range of data points to arrive at a single ESG
score for a given company.
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Cutting-edge research

Much of the information available to sustainable investors focuses on corporate
stocks and bonds. Yet fixed-income investors also need to apply ESG criteria to
sovereign debt, a key global market because of its size and liquidity. We have
developed unique tools for this task, and we actively participate in pioneering
research to expand the body of knowledge available to all investors.

We collaborated last year with researchers at Columbia University and Inno-
vation Boosters to examine the correlation between a government’s focus on
sustainability issues and the return on its debt securities. Specifically, the study
looked at emerging-market and developed countries to test whether a country’s
efforts to make progress towards the UN Sustainable Development Goals could
boost returns. NN IP’s Sovereign Lens tool, which provides a single ESG score
for a given country, was integral to the study.

By analysing pre-pandemic and more recent data, the researchers found a cor-
relation in high-yield emerging markets between returns and efforts to prevent
disease and protect public health. In investment-grade countries, progress on
socio-political issues had a greater impact on sovereign-debt performance. In
developed markets, the study revealed surprising differences between the SDG
priorities of Europe and North America.

Leading through collaboration

As a leader in responsible investing, we work closely with asset-management
organizations and regulators across Europe to help shape the industry in this
period of rapid expansion. We share insight on how new EU and national regula-
tions are working in practice and what changes are needed to achieve the best
outcomes. In return, we receive guidance that facilitates our adaptation to the
new regulatory landscape.

The challenge of assessing the governance practices of sovereigns is a good
example. The good-governance requirements in EU legislation focus on com-
panies, but sustainable investors also need tools for factoring governance into
their evaluation of sovereign issuers of debt securities including green and
social bonds. We have developed our own method for assessing the sustainabil-
ity profile of sovereigns that factors in the UN Sustainable Development Goals
to examine environmental and social objectives.

Supporting responsible investors

NN IP shares its expertise and insight with retail and professional investors in
a variety of ways, from online publications to events designed to help them
achieve their Rl ambitions. In 2021, these ranged from a webinar on the chal-
lenges and opportunities created by the EU’s Sustainable Finance Disclosure
Regulation to a summer course on the future of responsible investing.

A highlight last year was our Headlight series of Rl events that included the
summer course as well as webinars on making credit sustainable and the link
between impact and return. The series also featured an article that examined
what people view as the greatest barrier to green bond investment.

The webinars in this series were interactive, allowing viewers to pose questions
to experts from NN IP and - in the spirit of knowledge exchange — from other
financial firms such as ING and companies in other sectors including Volkswa-
gen. The events in the Headlight series are available for viewing on our website.
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https://www.nnip.com/en-INT/professional/insights/list?series=headlight

Why responsible investing

Creating solutions that make us better responsible investors
What we achieved in 2021

Our leadership in responsible investing is driven by a relentless commitment to innovation.
The Rl experts and technology specialists at the core of our investment operation help us stay ahead
of the pack, as we continuously adapt to a rapidly evolving market.

How we deliver results

We've built our business around a unique Innovation and Responsible Invest-

ing Platform, where the dedicated Investment Science team applies the latest

technological advances in devising solutions to the challenges faced by our Innovation
investment teams. These proprietary tools and research insights powered by
cutting-edge models and artificial intelligence are tailored to help our portfolio
managers achieve their ambitious performance goals and ESG integration.

Adapt nimbly to the demands of a rapidly changing regulatory envi-
ronment and take advantage of the latest technological advances in
creating proprietary tools for our investment teams.

This hub of nearly 60 innovation and Rl experts is crucial to our success. Locat-
ing it at the centre of our investment operation encourages dialogue across the

company and streamlines the rollout of new solutions. Combining our Rl and Give diverse specialists from across the company a voice in the inno-
data-science expertise in a single platform also propels our progress in respon- vation process, improving our responsible investing and facilitating
sible investing. Most of the solutions we created in 2021 were RI-themed, and the theirimplementation by the investment teams.

platform approach ensured that our investment teams took part in their devel-
opment and received essential support in their implementation.

Increase the impact of our solutions by sharing them with teams
across the investment department and applying them to the chal-
lenges faced by different strategies and asset classes.

To keep this innovation engine revving, NN IP allocates a significant budget each
year to research and development. But that investment does a lot more than
produce new tools.



Digesting data

One of the biggest challenges facing responsible investors is the need to
crunch vast amounts of data — some of it incomplete or unaudited — and
extract the critical information they need to make effective decisions. By
developing data-gathering and processing tools that harness the power of
artificial intelligence, we're also boosting our capacity for actionable analysis
in a scalable way.

Create a productive dialogue that ensures our responsible
investing beliefs help shape our technological solutions and the latest
advances in artificial intelligence inform our Rl approach.

Identify new challenges and opportunities early and respond
rapidly with innovative, tailored ESG solutions that apply artificial
intelligence to improve our responsible investing performance.

Ensure that NN IP stays at the cutting edge of responsible investing,
where advances in technology and Rl expertise combine
to deliver sustainable outcomes while improving clients’ returns.

A tool we created in 2021, known as Ctrl + ESG F, is a good example. It uses nat-
ural language processing and our state-of-the-art cloud infrastructure to give
analysts and portfolio managers a quick, complete summary of all ESG-related
information in any text, from annual reports to bond prospectuses.

The tool was built in cooperation with the corporate loans group within our
Alternative Credit team to make their ESG analysis more efficient and robust.
Other teams have since adopted Ctrl + ESG F. By using this tool, the investment
department has gained additional ESG-analysis capacity equivalent to two full-
time professionals.

This project has also led to further development. Based on the knowledge we
gained in developing Ctrl + ESG F, we went on to create Contro(l)versy + F,
which detects text related to controversial ESG topics, giving our investment
teams another powerful analytical tool.

Our Diglmpact tool, also completed last year, delivered a similar benefit. It was
developed in response to the rapid growth in the investment universe of the
Green Bond team, with the goal of facilitating data collection. The tool, pow-
ered by natural language processing, scans documents and suggests informa-
tion related to the key performance indicators of green bonds. This allows our
analysts to spend their time interpreting the data rather than collecting it. As a
result, the team has seen a substantial increase in its analysis capacity.

Enhancing data

Incomplete datasets are another challenge facing responsible investors across
a range of asset classes. This problem is particularly acute in emerging markets,
where companies tend to receive less attention from analysts than their devel-
oped-market counterparts. NN IP’s emerging-market debt team joined forces
with the Investment Science team to develop a solution, which we call ESG-Net.
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This tool applies a cutting-edge neural-network architecture to estimate ESG
scores for companies that aren’t currently covered in the NN IP corporate indi-
cator. As a result, the corporate group in our Emerging-Market Debt team now
has near-total ESG coverage of its investment universe, compared with 50%
previously. Following its successful rollout, ESG-Net attracted interest from
across the investment department. It’s now applied to all securities in our corpo-
rate ESG Lens, benefiting all of our investment teams.

Unstructured data

In addition to ESG data on specific companies and countries, we also need to
stay on top of trends in the industry and what our competitors are saying. To
do that, we invented WOMMBAT, a tool that leverages our expertise in natural
language processing and our cloud-computing capacity to track down relevant
documents.

The WOMMBAT algorithm has already turned up more than 10,000 documents
published by other asset managers and is adding more every day. The tool
then mines this huge, unstructured dataset for insights that can help shape our
thought-leadership output and provide answers to strategic questions on the
environment for Rl in asset management.

Innovation outlook

We never stop looking for ways to improve our performance as a responsible
investor, and we have a lot of diverse expertise to draw on. Last year, our Invest-
ment Science team sat down with every investment team to showcase the latest
advances in natural language processing and brainstorm about how the tech-
nology could benefit their work.

1 Source: CFA Institute

The hybrid, T-shaped structure' of our investment department, which places
ESG specialists and technology specialists in the investment teams as well as
the Innovation and Responsible Investing Platform, ensures that we are creating
the solutions that our analysts and portfolio managers will adopt and use. This
structure also stores the knowledge we gain from each project in a central loca-
tion. That allows us to build on earlier innovations and seize new opportunities
that require more technologically advanced solutions, as we did in 2021.

We also meet regularly with clients and prospects to show how our expertise in
emerging technologies improves investment performance and helps us maintain
our lead in responsible investing.

Looking ahead, the RI-innovation connection will be even more relevant than
before. Initiatives currently in the works cover the whole spectrum of responsible
investing, from predictive climate analytics powered by neural networks to the
use of natural language processing to generate insights on how companies are
addressing the social component of ESG. We're also developing machine-learn-
ing solutions to determine how ESG criteria are factored into executive compen-
sation packages and to extract Rl insights from the prospectuses of privately
owned companies.

In addition to the work already in progress, we have a growing pipeline of prom-
ising ideas to explore, ensuring that 2022 will be another year of productive
innovation at NN IP.

On the following page, you will see how our innovation process works in prac-
tice, from brainstorming to putting solutions into action.
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Creating solutions to boost responsible investing outcomes
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integration

Using data and expertise to deliver sustainable outcomes

We set a high bar for ourselves when it comes to integrating environmental, social and governance
criteria into our investment decisions. We consistently look at all three factors — E, S and G — and we're
transparent about the benefits and the challenges of this uncompromising approach.

For us, ESG integration isn't a box-ticking exercise or a marketing gimmick. We
believe that our rigorous process provides us with far greater insight into the
long-term sustainability and profitability of our investments.

This commitment is reflected in the structure of our investing department,
which is built around a core of Rl and engineering experts in the Innovation and
Responsible Investment Platform. This design facilitates ESG integration and
ensures that our analysts and portfolio managers have the best innovative tools
and support they need to make better investment decisions.

At the end of 2021, 91% of NN IP’s assets under management met our strict
criteria for ESG integration, up sharply from 74% in 2020. With this increase

— achieved largely through the addition of mortgage portfolios and alterna-
tive-credit strategies — we have exceeded our own goal of 80% integration by
2023. It also means we have now put EUR 274 billion of capital to work financing
the move towards a more sustainable future.

Including Alternative Credit

Applying ESG criteria to the diverse world of alternative credit products is far
from straightforward. A shortage of comparable data and lack of transparency
can make it difficult for asset managers to create an auditable integration trail
that demonstrates their progress.

At NN IP, we took these difficulties as a challenge and applied all our expertise
to coming up with a solution. After a lot of innovative thinking and hard work, our

Alternative Credit team developed proprietary ESG scorecards for five strategies:

« project finance and infrastructure debt
« commercial real estate debt

* structured private debt

 corporate loans

* mortages and asset-backed securities

The results of our detailed ESG analysis are incorporated into the portfolio man-
agement process from the initial underwriting of a transaction to the monitoring
of our investments, including annual credit and scoring reviews.
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Why not 100%?

The short answer is that our focus is on the integrity of our process, not simply
reaching a higher number. We hold ourselves to the highest standards, and this
makes it challenging to reach full ESG integration. It will always be difficult to
claim credibly that some strategies, such as portfolios heavy on derivatives,
meet our own criteria, including our insistence on considering all three compo-
nents of ESG.

In private markets, it can be hard to get the reliable data we need to compare a
company with its competitors. That's why we work continuously on solutions to
enhance the data we receive in these areas to meet our own strict standards.

Our goal is to integrate all asset classes without compromising our ESG criteria.
By upholding our exacting approach, we can be more confident that it will stand
the test of time. This is especially important now, because the European Union’s
new, tougher sustainable-finance regulations will make it harder for firms with
more lenient standards to deliver on their ESG pledges.

Three-step integration

We follow a robust approach to integrating ESG criteria into our investment
strategies to ensure accurate risk analysis and attractive returns. Our analysts
and portfolio managers begin by identifying material ESG issues for each strat-
egy and asset class.

@ Assess 0 Integrate

For companies, this means looking at the key challenges and opportunities
facing each sector. For example, the transition to green energy could threaten

the ability of traditional energy providers to create value for their investors, while
boosting alternative-energy firms.

Next, we assess how companies are adapting their business strategies to tackle
the challenges and embrace the opportunities created by the transition to a
more sustainable economy. We also analyse controversies that have arisen or
could arise and their potential impact on the business.

Finally, we integrate the results of our ESG analysis into the investment case
for each company and take this into account during portfolio construction and
subsequent monitoring.

Our approach to sovereign debt issuers is slightly different. Most ESG factors -
from the quality and availability of education and healthcare to political stability
and energy sources — tend to be significant for all countries around the world.
We therefore assess countries using a single set of criteria and compare them
from an ESG perspective.

While our approach always includes these three steps, implementation varies
across strategies and asset classes. We use different data sources and tools
when assessing companies and sovereigns. When looking at companies, for
example, we apply our proprietary ESG Materiality Framework. Our treatment of
ESG risks and opportunities can also differ.

ESG Materiality Framework

The Framework guides the decision-making process across all our investment
teams and helps us identify and interpret corporate ESG factors by enhancing
the focus in our analysis. It underpins other ESG integration tools, feeds into
our engagement efforts and provides a starting point for dialogue with com-
panies.
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The Framework consists of four pillars — business model, governance, environ-
mental and social — each focused on two themes that help us assess a compa-
ny’s real-world impact. The eight themes encompass a range of material issues.
Within resource use and pollution, we look at the sourcing of materials; water
management, biodiversity and land use; and pollution and waste.

We then assess how significant each issue is for the 24 industry groups covered
by the Framework. We do not differentiate between equity and credit, because
the material factors for an industry group are the same regardless of asset
class, even though the magnitude of their financial impact may differ.

Sourcing the information
To ensure that our ESG analysis tells the full story about the companies and

countries we invest in, we draw on three complementary sources of information:

external data, our own expertise and dialogue with the companies and sover-
eign issuers in our portfolios.

7

) é )

@ Social

* Product responsibility

@ Environmental

¢ Climate change

* Resource use & pollution * Human rights & human capital

Data: We gather ESG data from a wide variety of reliable sources. In addition to
more traditional providers, we use alternative data sets that highlight emerging
trends and provide a forward-looking perspective that gives us a new angle on
ESG performance.

In-house expertise: The knowledge and experience of our analysts and portfolio
managers, coupled with our data science expertise and innovation, are essential
to formulating a balanced investment view.

Engagement: We engage on ESG issues with many of the companies and coun-
tries we invest in, either alone or in collaboration with others. These dialogues
expand our ESG knowledge and contribute to more effective analysis.

Next steps in ESG integration

We never stop working to expand and refine the integration of ESG criteria into
our investment process because it’s an essential part of putting the assets we
manage to work for a more sustainable future. As part of this effort, we will con-
tinue to seek out the highest-quality ESG data and enhance our ability to con-
vert it into the best results for our investors and society as a whole.
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Sharing expertise, finding common ground and encouraging change

We take an active approach to responsible investing. We expect the companies in our portfolios to adopt
sustainable business strategies, and we use our influence as an investor to support and steer them as they
tackle key issues from reducing their impact on the environment to promoting board diversity and paying

workers a living wage.

We engage with companies on behalf of our clients. By stimulat-
ing companies to improve their performance on environmental,
social and governance criteria, we ensure that our clients’ money
is put to work building a better world. This is also the best way to
maximize the value of their investments, because we believe that
sustainable corporate behaviour enhances risk-adjusted returns.

Engagement also contributes to our own sustainability ambi-
tions. By encouraging the companies we invest in to adopt
climate-action plans and cut greenhouse gas emissions, for
example, we move closer to reaching the net zero target we
have set for our portfolios. By pushing companies to respect

7

workers’ rights, we contribute to a more inclusive economic
transition while also enhancing the ESG status of our responsi-
ble investment products.

For all these reasons, we are committed to engaging on ESG
issues with hundreds of companies around the world as well as
national governments. We also team up with a range of engage-
ment partners to increase our influence. In 2021, we expanded
our engagement to 1,312 total dialogues, from 1,269 in the previ-
ous year.
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Key engagement figures for 2021

s

Number of companies: 541
Number of sovereigns: 18
Number of dialogues: 1,312

45% 29%
ESG overlapping: Environmental:
591 382

otal:

1,312

dialogues

13% t 13%
Governance: Social:
167 172

This represents all ESG dialogues and engage-
ments conducted by our analysts, portfolio
managers and Rl specialists, as well as Sustaina-
lytics Stewardship Services.

Canada & United States Europe
Number of dialogues: 272

Number of dialogues: 710

Asia (ex Japan)
Number of dialogues: 186

20.7%

Latin America & Caribbean
Number of dialogues: 62

Japan

Number of dialogues: 52

|

14.2%
04.0%
9 1.5%
—-O ) .
4.7% 0.6%
1 0.2%
Africa Middle East & North Africa Oceania

Number of dialogues: 8

|

Number of dialogues: 20

Number of dialogues: 2
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Our approach

Engagement with our portfolio companies can focus on addressing controversies or pursuing thematic
dialogues. Our analysts and portfolio managers also reach out regularly on ESG issues that have a
material impact on the value of companies. Our approach starts from the international standards of
corporate behaviour developed by the United Nations, the International Corporate Governance Network

and the Organisation for Economic Cooperation and Development.

Controversy engagement focuses on severe and structural breaches of
our norms-based criteria in the areas of governance, human rights, labour
rights, environment, bribery and corruption.

Thematic engagement focuses on issues that have a material impact

on society, and where we believe our efforts can create positive change.
These themes share objectives and risks as defined by the UN Sustainable
Development Goals and the World Economic Forum.

Engagement strategies

We tailor our approach for each theme and company. First, we analyse an issue
in detail to settle on our engagement theme. Then we determine the value chain
linked to that theme and identify companies most in need of engagement and
most likely to benefit. Finally, we develop a detailed plan with objectives and
milestones for each company.

Some themes, such as promoting a living wage, require a long-term commitment
and an industry-wide approach to change systems that are woven into the fab-
ric of society. On other themes, such as pushing for climate-action plans in the

oil and gas industry, a more direct approach with individual companies can yield
the best results.

We typically engage with a company over a three-year period, setting change
objectives and milestones to track our progress. We support and advise the
company and monitor its actions. If progress is insufficient or the company
ignores our input, we can take additional measures such as excluding it from
our investment portfolio. Adding a company to our investment restrictions list

is a last resort. We prefer to pursue engagement, because our investment in

a company gives us influence to change its behaviour. We restrict companies
only when investment would conflict with our beliefs or engagement is no longer
deemed viable.

We often team up with other investors as well as financial-industry groups and
initiatives, sharing our expertise and insights on critical issues. We also play an
active role in a range of sustainability initiatives. By joining forces with other
institutional investors, we can strengthen our message and increase the impact
of the capital we put to work. In addition to our own efforts, we also use the ser-
vices of Sustainalytics Stewardship Services, which engages with companies on
our behalf using predefined targets.
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Engagement milestones

1. Initial communication
5 1 We contact the company to inform them that we
4 @ ) would like to engage, why we have selected them,
how we plan to proceed and what the engagement
3 objectives are.
2. Dialogue established
Our first contact with the company aims to discuss the engagement
objectives in more detail and gather information on the status of these
goals.

3. Company commitment

The company commits to addressing some or all of the objectives we
have identified. Initially the focus is often on easily achievable goals and
we take a step-by-step approach.

4. Company strategy

The company develops a strategy to address the issues, including clear
activities and targets. We encourage the company to publicly disclose
this strategy.

5. Strategy effective

If the company is at an advanced stage of implementing the strategy,
and all objectives have been met, the engagement process can be
finalized.

Some of our engagement partners
o Click on a logo to read more

1IGCC

Institutional Investors Group on Climate Change

Financials

for living wage Climate
Action 100+

Global Investors Driving Business Transition

g J
g J

4 N\
International
RBC(C sz

g J

-

IIGCC

The Institutional Investors Group on Climate Change aims to provide a
collaborative platform for investors to encourage public policies, invest-
ment practices, and corporate behaviour that address long-term risks and
opportunities associated with climate change. Through our membership
of IGCC and the related Climate Action 100+ initiative, we co-lead several
engagements on the need to transition to a low-carbon economy. In 2021
we supported the IIGCC global investor statement on climate crisis calling
for governments to stand by their Paris Agreement commitments and take
policy measures to achieve this. Our cooperation is strengthened by the
representation of NN Group’s ClO on the IGCC board.
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Engagement themes and achievements

Our engagement efforts focus on three main themes: corporate governance,
natural resources and climate change, and decent work.

Strong governance

Good governance balances the needs of all stakeholders and ensures that
companies operate in a fair and ethical way. It also enhances a company’s
stability and performance and supports its long-term strategy. Governance
encompasses issues relating to remuneration, bribery and corruption and the
appointment of an independent and diverse board of directors. Within this
engagement theme, we focus on board composition and responsibility, because
diversity and strong oversight at board level can affect how companies deal
with political risks, new regulatory requirements and environmental and social
challenges. We have added a second focus on the crucial issue of disclosure in
emerging markets, reflecting the expanding range of our engagement.

Natural resources and climate change

The natural world is at a tipping point. The wide-ranging effects of the climate
crisis and the growing pollution of natural environments could irreversibly alter
our ecosystems, agriculture, water resources, human health and security.
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We acknowledge the potential effects on our investments and our responsibility
to take action. Within this engagement theme, we focus on four topics: utilities,
deforestation, oil and gas and plastics. This list can be expanded to include
companies in other sectors where engagement fits with the overall theme.

Decent work

Eliminating poverty remains one of the greatest challenges facing humanity. In
2021, the Covid-19 crisis further exacerbated inequality on a global level, placing
the poorest members of society at the greatest risk. Upholding decent labour
practices and standards that go beyond legal frameworks contributes to both
society and business. We therefore encourage investee companies to achieve
inclusive employment throughout their own operations and global supply chains.
Within this engagement theme, we focus on the subthemes of living wage and
child labour. We partner with Sustainalytics in our engagement on child labour as
well as modern slavery, promoting measures that address the root causes of these
issues as well as rigorous due diligence procedures and enhanced transparency.

We made significant progress towards our engagement goals during 2021. The
following pages highlight our achievements on three subthemes: board compo-
sition and responsibility, oil and gas and utilities.

Strong governance Natural resources and climate change Decent work

Defores- Living wage @
tation @ th

fg\fg\ Child labour
DECENT WORK AND @

PlCIStiCS ECONOMIC GROWTH
(@)
Modern slavery 5\)*’
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ENGAGEMENT THEME:
Board composition and responsibility

8 companies | 11 dialogues

In 2021, many company boards were understandably focused

on the impact of Covid-19 on their business and financial posi-
tion as well as on protecting the health and well-being of their
employees. Boards also had to contend with disruptions in their
supply chains and customer spending. These factors, coupled
with the emergence of new work models and expanding digitiza-
tion, accelerated the shift towards more responsible, long-term
and stakeholder-oriented business models. In our dialogues with
companies, we discussed the pandemic’s potential impact on
their long-term strategy and the business environment. We also
focused on the most important lessons companies learned dur-
ing the pandemic, and their key priorities for development as the
economy recovers.

Goal and approach

Our goal is to persuade companies to implement proper board-
level oversight for tackling environmental and social challenges.
In many cases, engaging on this topic means prompting compa-
nies to increase the diversity of their boards, in terms of skills and

-_
—

Engagement progress
Board composition o
& responsibilit Lol
P y i
*
9 Companies per stage @

experience as well as age, gender and ethnicity. We believe that
more diverse boards are often more resilient and better equipped
to handle today’s challenges.

Progress in 2021

In 2021, we continued to focus on transparency, the alignment

of executive pay with performance on sustainability issues, and
board quality and oversight. In our discussions with companies,
we raised these issues along with others that rose to the fore
during the pandemic, including employee health and safety and
stakeholder alignment. We also discussed the impact of the pan-
demic on companies and their stakeholders.
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We challenged company boards to align non-financial criteria with their strat-
egy and link them to their remuneration policy. In particular, the incorporation of
non-financial metrics in a company’s long-term incentive plan has been a recur-
ring topic, because this is an important tool to safeguard sustainable business
practices. We encourage boards to adopt a remuneration plan that is aligned
with its sustainability targets and stimulates financial and non-financial per-
formance. In our engagement with one investee company, we raised concerns
about the absence of climate targets in its remuneration policy. The company
had published a climate strategy with targets but had not integrated these into
its remuneration policy. The board welcomed our input and made several signif-
icant changes to the policy to satisfy investor expectations and better incorpo-
rate its long-term sustainability objectives.

It can be difficult for investors to judge if a company’s sustainability ambitions
are more than just a marketing strategy. We believe companies should develop
credible action plans that include sustainability commitments with measurable
targets. We expect regular reporting on progress towards these targets, with a
detailed explanation of steps taken.

Finally, we pushed companies again last year to improve diversity and inclusion
within their organizations. In addition to setting up well-defined recruitment
strategies, companies with which we engage have developed programmes to
tackle cultural issues such as unconscious biases and dominant norms.

Next steps

We believe that strong corporate governance is the solid foundation of a com-
pany’s potential for long-term value creation. That is why we continue to engage
for successful stewardship, effective boards and responsible remuneration
amidst changing market developments and societal expectations.

We have been discussing the topic of diversity, particularly gender diver-
sity, with Philips for several years. At the annual general meeting in 2020,
the company committed to making progress in this area, set targets and
launched a number of internal programmes. We continued our engagement
in 2021, discussing the topic during several meetings with company repre-
sentatives and at the AGM. We focused on the steps Philips has taken to
increase the number of women in managerial positions. The company is on
the right track. The share of women in senior positions rose to 27% in 2020,
exceeding its initial target of 25%. It has developed training programmes
that begin with the hiring of new staff, such as unconscious bias training.

It is also committed to hiring and retaining female talent. We still see room
for improvement, however, and would like Philips to step up its efforts and
push the representation of women in senior roles to 30%.

We engaged with Philips as part of our agree-

ment with the Dutch corporate-governance forum

Eumedion. This group represents the interests of 1
institutional investors in the field of corporate gov- {i}
ernance and related sustainability performance. 2
Within the forum, NN IP takes the lead in coordi- 3

nating engagement with Philips.
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Oil and gas

9 companies | 16 dialogues

The oil and gas industry is a leading contrib-
utor to global warming, yet energy produc-

ers are also essential players in meeting the
goals of the Paris Agreement. NN IP uses its
influence as an investor in these companies

Oil & gas
E We believe we can have greater impact
through engagement with oil and gas com-
V panies than we would by divesting. We also
(1) recognize the increased urgency to prior-
itize engagement on carbon emissions with
9 Companies per stage . Lo .
high-emitting companies.
Goal and approach
NN IP has updated its engagement objectives for the oil and gas sector in
line with changing market practices, increased stakeholder expectations
and our climate commitments. Our engagement goal is to ensure that com-
panies’ actions and investments are in line with the Paris Agreement goal of
limiting global warming to 1.5°C. We expect companies to take action now,
because the years to 2030 are vital to keep rising temperatures in check. Our
engagement objectives pertain to the oil and gas sector as a whole and can
be adjusted or expanded as necessary. This will be done on a case-by-case
basis, taking into account the local, cultural and regulatory context in which
the company operates.

to drive progress on tackling climate change.

Progress in 2021

2020 was the year of commitments from oil and gas companies to reduce
greenhouse-gas emissions. BP kicked if off by setting a target of net zero car-
bon emissions by 2050, and several other energy majors followed suit. While
these announcements were well received, we noticed that many companies
had left open the option to increase fossil-fuel production. Some also failed to
raise their capital-expenditure commitments to fund the transition to renewable
energy sources.

Some companies’ net zero plans contained proposals to offset emissions by
investing in renewable energies, planting trees or using carbon-capture technol-
ogies. In 2021, we began challenging these plans. We asked if the land needed
for climate solutions had been acquired, and if the emission-reduction tech-
nologies the companies mentioned had been proven at scale. We also scruti-
nized the alignment of climate targets with compensation. We expressed our
concerns at the annual general meetings of several companies when their cli-
mate-action plans were brought to a vote.

Next steps

In the year ahead, we will encourage oil and gas companies to continue devel-
oping their decarbonization plans with clear short- and medium-term targets
and science-based strategies for a successful transition to renewable energy.
We will continue to focus on the implementation of strong governance frame-
works that set out the board’s accountability and its oversight of climate-change
policy. We will encourage companies to decarbonize capital expenditures, which
are still too often heavily tilted towards high-carbon activities. Finally, we believe
that oil and gas companies need to ensure a just transition, and we will pay
increasing attention to this issue in the years ahead.

Why responsible investing

What we achieved in 2021

How we deliver results

Engagement



NN IP has supported the Climate Action 100+ engagement with Colom-
bian national oil company Ecopetrol for several years. Our engagement
has focused on sound climate governance, emissions reduction targets
and increasing capex towards low-carbon technologies and renewables.
In 2021, a critical milestone in this engagement was reached when Eco-
petrol became the first oil and gas company in Latin America to pledge to
achieve net zero carbon emissions by 2050 for scopes 1 and 2. By 2030,
the company seeks to reduce its greenhouse gas emissions by 25%. In
addition, Ecopetrol aims to reduce 50% of its total emissions by 2050,
including scope 3. The company presented a road map for reductions over
the short, medium and long term.

Ecopetrol also published its first report in line with

the recommendations of the Task Force on 1
Climate-related Financial Disclosures (TCFD). E
We believe Ecopetrol has positioned itself as a ‘ 2
climate leader in the region, and we will continue 3

to support the company in its transition.

Utilities

9 companies | 19 dialogues
Of all sectors of the global economy, electric- Jtilities
ity and heat generation account for the larg-
est share of direct greenhouse gas emissions.
The electricity sector is also vital to the col-
lective effort to reach net zero because of the
central role it plays in the transition plans of
other sectors. Our engagement with electric
utilities focuses on power-generating compa-
nies and the need to transition to a low-car-
bon economy.

9 Companies per stage

Goal and approach

Our aim in engaging with utilities is to encourage them to develop energy-tran-
sition plans consistent with the Paris Agreement goal of limiting global warming
to 1.5°C, including a schedule and milestones for phasing out the use of coal. We
also engage on the social impact of the transition, because focusing on inclu-
sivity can speed up climate action and help ensure that it benefits all of society,
with no one left one behind.

Progress in 2021

We saw a range of companies announce new climate commitments and build
on existing decarbonization plans in 2021. In addition, more than 20 countries
made new commitments to phase out coal power at the COP26 global climate
conference, a list that includes five of the world’s top 20 users of coal power.
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We continued to meet and even exceed our engagement objectives last year,
with more utilities, including the Czech conglomerate CEZ Group, pledging to
achieve net zero emissions by 2050. Italian power company Enel went farther,
bringing forward its net zero target to 2040. Some companies, such as India’s
NTPC, raised their carbon-reduction targets after reaching their previous goals
ahead of schedule. Portuguese utility EDP Group announced a plan to reduce
scope 1 and 2 greenhouse gas emissions by 98% by 2030, and the new, more
ambitious target was recognized by the Science Based Targets initiative. Polish
energy company PGE Group made progress on climate transparency by taking
part in an international survey on climate protection and water management
conducted by CDP, a not-for-profit organization whose global disclosure system
helps investors, companies, cities, states and regions manage their environmen-
tal impacts. Unfortunately, a few companies are either making insufficient pro-
gress or are unwilling to open a dialogue with us.

We continue to focus on assessing real-world impact. Are companies closing
coal plants and cutting emissions? Or are they selling them and merely transfer-
ring the emissions to another utility? We also engage with companies on ensur-
ing a just transition that takes into account the impact on workers, communities
and other stakeholders. For example, a company planning to shut its coal plants
should have a plan for retraining or relocating affected workers, and it should
clearly communicate its plans and allocate funds to manage the impact.

Next steps

We will be focused in 2022 on whether companies can deliver on their commit-
ments. Often success depends not only on a company’s ambition, but also on
external factors that influence the transition. These include regulations and gov-
ernment policy decisions, changing market conditions and a company’s ability to
increase its renewables offering and grid development. Companies are aware of
these dependencies and are actively involved with stakeholders to find solutions.

In the years ahead, we will carefully track the progress companies make on their
decarbonization plans. It will also be important for companies to gain recogni-
tion of their targets by the Science Based Targets initiative to ensure they are in
line with the Paris Agreement.

CEZ made good progress in 2021, releasing its vision for 2030 contain-
ing targets related to climate change. It committed to achieve net zero by
2050 and to curb emissions in line with the Paris Agreement scenario of
“‘well below 2 degrees” by 2025. The Czech company has also pledged to
shut coal-burning power plants, some by 2030,

while for others closure plans depend on energy-

security issues and the availability of renewables. 1
We will continue to engage with CEZ in 2022 on ::
the possibility of setting a science-based target * 2
based on a 1.5 degree scenario and on the com- 6

pany’s progress on realizing its 2030 vision.
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Voting

Exerting influence on behalf of our clients

As a responsible asset manager, we use our influence to put the companies we invest in on the path
towards greater sustainability. We achieve this through regular engagement on critical issues such as
climate change and providing workers with a living wage. As a shareholder, we also exercise our voting
rights to support responsible policies and oppose those that conflict with our beliefs.

We see engagement and voting as complementary parts of our
strategy for voicing our concerns and expectations of the compa-
nies in our investment portfolios. We vote at as many shareholder
meetings as we can worldwide, a task that has been made easier
with many companies shifting at least temporarily to virtual meet-
ings during the pandemic. The number of meetings where we cast
votes last year increased to 3,307 from 3,053 in 2020.

We often form alliances with like-minded shareholders to amplify
our influence. In 2021, we put our support behind shareholder
proposals on key issues from climate change to human rights.
When we disagree with plans put forward by management, we

don’t hesitate to oppose them. Last year, we voted against pro-
posals on topics ranging from executive pay to board elections
and climate plans.

Top 10 Voting Record

Our strong voting record also underscores our leadership in
responsible investing. NN IP ranked in the top 10 among the
world’s largest asset managers based on our votes last year on
social and environmental issues, according to analysis from the
non-profit Rl group ShareAction'. NN IP supported 90% of the
shareholder resolutions covered in the report, including 98% of
those related to the environment.

1 Source: ShareAction
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https://api.shareaction.org/resources/reports/ShareAction-Voting-Matters-2021.pdf

Key voting figures for 2021

s

How and where we voted in 2021
Voting summary overview
Number of meetings: 3,307

Countries where we voted: 61

Number of items voted on: 35,985

Canada & United States
Number of meetings: 742

Europe Asia (ex Japan)
Number of meetings: 962 Number of meetings: 877

Japan
Number of meetings: 294

|

0
For: 29977  (83%) . 29.6%
Against: 5332 (15%) 22.4%
Abstain/other: 676  (2%) 8.9%

26.5%
11% -
r O 8.6%
[ 0.8%
1.8%
Africa Middle East & North Africa Oceania

Latin America & Caribbean
Number of meetings: 286

Number of meetings: 27

/|

Number of meetings: 38

/|

Number of meetings: 61

These figures represent voting activities for client assets as well as NN Group proprietary assets.
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Key voting topics

In 2021, we focused our voting activity on four broad areas: 1) board elections, 2) remuneration,
3) shareholder proposals related to sustainability, and 4) companies’ climate-action plans.

Board elections

Appointing capable directors and creating a diverse, independent board is crit-
ical to moving a company in the right direction. While we often support a com-
pany’s nominees, we vote against them when we think that adding them to the
board would detract from the goals of independence and diversity.

We may also hold the board accountable for insufficient oversight of environmen-
tal and social risks, failure to disclose reduction targets for greenhouse gas emis-
sions and in the event of serious breaches of our responsible investing criteria.

ExxonMobil, the world’s largest public oil company and one of the largest
greenhouse gas emitters, has long faced criticism and pressure from activists
and shareholders who want the company to adopt carbon reduction targets.
ExxonMobil has largely resisted or ignored these calls and consistently

“ Total: 17,440
With management: 15,258

@ Against management: 1,874
@ Abstain/other: 308

These figures represent voting activities for client assets, not including NN Group proprietary assets.

excluded climate-related shareholder proposals from the annual general
shareholder meeting. To express our dissatisfaction, we have voted against
the company’s entire board in each of the past few years. In 2021, activist
shareholders put forward an alternative slate of four directors to promote the
adoption of a sustainable business strategy. We voted for all four of these can-
didates in the belief that they would bring fresh perspectives and experience
to the table. Three of them won seats on the board. We opposed all of the
incumbent directors.

Remuneration

Executive pay and the effectiveness and complexity of companies’ remunera-
tion policies are perennial subjects of heated discussion at annual shareholder
meetings. The pandemic has triggered a broader debate on high levels of com-
pensation for executives in the context of glaring income inequality. In addition,
issues such as sustainability, employee health and safety, company goals and

Total: 4,174

With management: 2,280
@ Against management: 1,855
@ Abstain/other: 39

These figures represent voting activities for client assets, not including NN Group proprietary assets.
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management’s ability to manage crises are increasingly being factored into
decisions on compensation.

Unilever asked shareholders to support its updated remuneration policy. NN IP
voted against the proposal based on our concerns about the method for meas-
uring performance against targets. In Unilever’s long-term incentive plan, targets
would only be measured in the final year of the performance period. We believe
long-term incentives should encourage executives to achieve steady, sustaina-
ble growth, and that performance should therefore be measured over the entire
three-year performance period.

Sustainability-related shareholder proposals

We actively support proposals submitted by shareholders that address sustain-
ability issues that can affect a company’s ability to create value in the long term.
Voting for such resolutions is an important part of our stewardship efforts. In
2021, we exercised our vote on issues ranging from climate change mitigation
and equitable vaccine access to worker health and safety.

As in previous years, Amazon faced heavy pressure on human-rights issues
from shareholder groups in 2021, with at least 11 proposals addressing alleged
misconduct. Some of these called on Amazon to investigate allegations of rac-
ism related to its employees, operations and products; others sought disclosure
of promotion velocity rates at Amazon to assess any bias against women and
minority groups. Corporate management opposed all the shareholder resolu-

tions, saying it was already doing enough to monitor and report on these issues.

Despite backing from NN IP and other investors, the proposals fell short of the
required maijority. Still, significant minority support from shareholders ramps up
pressure on the board to take action.

NN IP supported a shareholder proposal demanding greater disclosure and
transparency on pricing and access to Covid-19 vaccines. Similar proposals
were filed at other pharmaceutical companies. Nearly 30% of shareholders
backed the resolution. NN IP also signed a joint investor statement calling for

a fair, equitable global response to the pandemic, including support for the
Access to Covid-19 Tools Accelerator. This global collaboration was initiated by

Votes compared to management on sustainability shareholder proposals

Total Environment Social
‘ Total: 568 Total: 68
189 1
o 314 ® 57
@ 65 B0

These figures represent voting activities for client assets, not including NN Group proprietary assets.

Governance

Total: 112 < Total: 388
13 165 With management

W98 @159 ® Against management
|1 W 64 @ Abstain/other
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the World Health Organization to speed development, production and access
to vaccines, therapies and diagnostic tools. Despite falling short of the required
majority, the resolution along with the investor statement helped put Pfizer in
the spotlight. The company has committed to provide 2 billion vaccine doses

to low- and middle-income countries, with half to be delivered in 2022. It also
pledged to assist in distribution of the vaccines.

Tyson Foods, the largest US food company, has faced scrutiny over the years
on safety issues and its impact on the environment. Employees have also raised
concerns about insufficient Covid-19 protections and lack of meaningful worker
engagement. NN IP supported a shareholder proposal calling on the company
to disclose more information on its human rights due diligence processes in

line with the United Nations Guiding Principles on Business and Human Rights.
We acknowledge that Tyson’s poor management of worker health and safety
exposes it to litigation, reputational, financial and human-capital management
risks. We voted for the proposal because we don’t believe the company is doing
enough to identify, assess, prevent, mitigate and remedy actual and potential
human rights issues. The measure passed with strong backing from Tyson’s
independent shareholders.

Microsoft faced several shareholder proposals on its practices regarding gen-
der and racial pay equity, workplace sexual harassment policies and its imple-
mentation of the Fair Chance Business Pledge launched in 2016 by then US
President Barack Obama. NN IP backed the resolution, which called on the
company to assess and report on the effectiveness of its policies. Nearly 80%
of shareholders supported the proposal. Another proposal sought a ban on
sales of facial-recognition technology to government entities. We voted against
it because Microsoft had already vowed not to sell this technology to US police

We supported 960/0

(out of 68) shareholder proposals
related to the environment

We supported 1 OOO/O

(out of 14) Climate Action 100+
shareholder proposals

These figures represent voting activities for client assets, not including NN Group proprietary assets.

departments. NN IP will continue to push for the company to adopt robust
human rights due diligence processes to address risks related to this
technology.

As a large agribusiness and food-production company, Bunge faces deforesta-
tion risks in its soy supply chain. A shareholder proposal recommended that the
company assess the possibility of setting a deadline for eliminating these risks,
and also sought increased monitoring of suppliers’ non-compliance. The Bunge
board backed the resolution, which likely contributed to its 99% support from
shareholders, including NN IP. We are actively involved in collaborative initiatives
to halt deforestation and make a positive change in the global protein value
chain. In addition to the environmental impact of soy production, we also focus
on the social aspects and engage with growers, traders and processors on
human rights and labour standards on plantations.

Barclays was called on to set, disclose and implement a strategy for phasing out
all financing of coal, oil and gas projects and companies on a schedule consist-
ent with the Paris Agreement. NN IP was part of a small minority that voted in
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favour of the resolution. We believe the banking sector has an essential role to
play in financing the transition to sustainable energy and supporting decarboni-
sation efforts.

Climate action

The growing number of companies that put their climate action plans to a
shareholder vote moved “say on climate” to the forefront in 2021. These advisory
votes help ensure that shareholders understand how companies are integrat-
ing climate into their long-term business strategies and give them a formal say
on companies’ energy transition plans. This enhances investor engagement on
climate and alignment between investor expectations and company actions. Yet
the current lack of standardization puts a burden on investors and could lead

to inefficiency and incompleteness in these plans. We also believe the focus

on climate change highlights the need for similar investor involvement on other
material sustainability issues.

The board of French oil and gas major TotalEnergies last year consulted with
shareholders for the first time on its plans for sustainable development and the
energy transition. An advisory vote was held at the AGM on the strategy and
targets set for 2030. While we support the company’s pledge to become car-
bon-neutral by 2050, we are not convinced its short- and medium-term emissions
reduction targets are aligned with a 1.5 °C scenario. We therefore abstained from
voting, part of a small minority that withheld support for the plan. We continue to
engage with the company on a range of ESG issues, including emphasizing the
importance of a science-based approach to climate change.

The BHP board sought shareholder approval of its climate plan for the first
time. We let the company know that while we supported its initiative in calling

an advisory vote, we could not endorse its strategy. Our chief reason was that
BHP’s climate disclosures contain no target for reducing scope 3 emissions
relating to the further processing and use of its products after they have been
sold. As a result, we abstained from voting on the measure.

Looking ahead to the 2022 AGM season

We have updated our voting policy for 2022, with particular focus on integrat-
ing climate-related metrics and raising our expectations for gender diversity on
company boards.

In voting on climate issues, we will pay particular attention to companies in the
Climate Action 100+ focus list. This is an investor-led initiative to ensure the
world’s largest corporate greenhouse-gas emitters take necessary action on
climate change. We will target these companies by:

» Opposing the reappointment of the board chair if the company has not com-
mitted to achieve net zero emissions by 2050 at the latest.

+ Voting against the remuneration report and policy if the company has not
incorporated climate-change performance metrics into the executive compen-
sation scheme.

« Voting against the annual accounts and reports if the company has not pro-
vided climate-related disclosures in accordance with TCFD.

On gender diversity, we will apply more exacting thresholds and vote against
the reappointment of the board chair and the nomination committee chair if the
share of female directors is below 30% in most developed-market countries.
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— Transparent reporting

Giving investors the Rl information they need to succeed

We believe transparency is the hallmark of a responsible investment manager. We know clear, accurate
information is crucial for assessing the level of sustainability and the environmental and social impact
of an investment. We are dedicated to providing as much information as possible at every opportunity,
from our first conversation with a potential client to our annual Responsible Investing Report.

As a European asset manager, NN IP is held to some of the strictest sustain-
ability reporting requirements in the world — and even more ambitious rules
are set to come into effect next year. Yet while we gear up to comply with
those changes, we are also continuously raising the bar for the quality and
quantity of information we provide to our customers.

In responsible investing, comprehensive data on companies can be hard to
come by. Regulators, especially in Europe, are ramping up their corporate
non-financial and diversity disclosure requirements, but many companies still
publish insufficient information. That’s where NN IP as a leader in sustainable
investing steps up, sourcing the best available data and enhancing it with our
deep market knowledge and proprietary tools.

Transparent reporting is a pillar of our approach to responsible investing.
We share everything from the guiding RI principles on our website to the
classification of individual funds under European Union regulations. And we

B

never stop innovating to ensure our clients have the information they need to
achieve their sustainable-investing ambitions.

Data upgrade

When it comes to regulatory reporting, the EU’s Sustainable Finance Disclo-
sure Regulation is changing the game. While the full effect of SFDR won’t
be felt until next year at the earliest, NN IP is already hard at work to ensure
we’re fully compliant on day one. One of our biggest steps in 2021 was hir-
ing Sustainalytics, a leading vendor of ESG data, and the SDI Asset Owner
Platform which provides data on the alignment of corporate activities with
the SDGs, to facilitate our preparations for reporting under SFDR.

We made the choice after a rigorous selection process that included testing
the solutions offered by multiple firms on NN IP portfolios across a range of
asset classes. This new resource will help ensure that our reporting contin-
ues to be maximally transparent and beneficial to our clients.
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Climate disclosure

This year we have published our first annual report in line with the international
Task Force on Climate-related Financial Disclosures. As a supporter of the
TCED, an initiative of the Financial Stability Board, we are committed to its goal
of increasing and improving reporting of climate-related financial information.

Our report will provide investors with insight into our governance, strategy and
policies on climate-related risks and opportunities.

UN Principles for Responsible Investment
In addition to this new report, we continue to provide our clients the fullest pos-
sible information on all aspects of our Rl activities.

NN IP is a signatory to the United Nations-backed Principles for Responsible
Investment, an international network of investors contributing to the develop-
ment of a more sustainable global financial system. The PRI’s six principles align
with our own, including a commitment to transparent reporting.

We uphold this principle in many ways. Twice a year, we give an update on the
share of our assets under management that are ESG-integrated — currently
91%. In 2020, we began producing an annual ESG report for fiduciary clients,
enabling them in turn to communicate more clearly on their Rl policies to their
stakeholders, such as pension fund providers.

Signatory of:
B Principles for
] Responsible
EEN Investment

EU regulations

The new regulations introduced by the EU as part of its Action Plan for Financing
Sustainable Growth are enhancing transparency for investors by requiring finan-
cial-services providers like NN IP as well as non-financial companies to disclose
more relevant information.

We comply with these rules in a variety of ways, such as disclosing the classifi-
cation of funds and mandates under SFDR in precontractual agreements, and
by publishing our policies related to sustainability on our website. We are also
working hard on implementing SFDR’s so-called level 2 technical requirements,
which include reporting a wealth of further information on sustainability.

Environmental reporting

For our Sustainable and Impact strategies, we carry out environmental reporting
at fund level, for example on carbon, water and waste footprints and intensity,
and measure these against their respective benchmarks. For funds not linked

to a benchmark, we use an appropriate reference index to provide market con-
text. We also use equivalents such as car trips around the world and house-
hold waste to add a human dimension to the large-figure emission footprints of
investment funds.
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https://www.nnip.com/en-INT/professional/asset-management/responsible-investing-policy-documents

Impact reporting

For our impact equity and green bond strategies, we provide additional report-
ing. In 2021, we published our second Impact Equity Report, which shows how
these strategies align with the UN’s Sustainable Development Goals as well as
identifying companies that are developing innovative solutions to the world’s
most pressing challenges.

We also published our first Green Bond Funds Impact Report last year, showing
how we help finance the transition to a more sustainable world and how our
green bonds deliver impact and help tackle climate change. We also disclose
the exposure of our green bond portfolios to the UN’s Sustainable Development
Goals in monthly strategy briefs.

Engagement and voting

We report on our engagement and voting activities in our annual Responsible
Investing Report, sharing the issues we are focused on and the progress we
have made. Our voting activities are disclosed and updated online. Client-
related reporting will be expanded throughout 2022.
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https://www.nnip.com/en-INT/professional/themes/impact-equity-report-2020
https://www.nnip.com/en-INT/professional/insights/specials/green-bond-funds-impact-report-2020
https://viewpoint.glasslewis.com/WD/?siteId=NNIP

strategies

Putting our clients’ capital to work

NN Investment Partners is committed to helping investors find the approach that best meets their
responsible investing objectives as well as their financial goals. We offer a broad selection of strategies
that reflects the depth and range of our expertise and experience in responsible investing.

We now apply strict environmental, social and governance criteria to 91% of our
assets under management, up dramatically from 74% in 2020 thanks largely to the
integration of our alternative credit strategies and mortgage portfolios. For our clients,
this means an even wider choice of investing options tailored to their ambitions.

Our Rl strategies are divided between three categories: ESG-integrated, Sus-
tainable and Impact. These are designed to allow clients to reach their goals,
from a broad commitment to sustainable development to specific portfolio allo-
cation requirements or the impact they want to achieve.

A key element of our commitment to responsible investing is transparency. When
investors choose an NN IP strategy, they know exactly what they’re getting. We
apply certain norms-based Rl criteria to all our investment strategies, with addi-
tional criteria set for our Sustainable and Impact products. The classification of
our funds according to the EU’s Sustainable Finance Disclosure Regulation is
published on our website. We currently have more than 170 funds classified under
SFDR as Article 8 (meaning they promote environmental and/or social character-
istics) or Article 9 (funds that have sustainable investment as their objective). The
classification landscape under SFDR is still changing as the regulation evolves.

ESG-integrated

The majority of our clients are looking for a strategy based on the uncompro-
mising application of ESG criteria to investment decisions. We consistently

look at all three factors — E, S and G - in a rigorous process designed to unlock
potential value by identifying the risks and opportunities associated with com-
panies as well as sovereigns. We frequently engage with many of the companies
we invest in, placing a strong emphasis on ESG issues including the level and
transparency of corporate disclosure. Assets in our ESG-integrated strategies
have soared to EUR 236 billion from EUR 194 billion in 2020.

Sustainable

A growing number of investors are interested in strategies with a stronger sus-
tainability focus. NN IP offers both actively managed and enhanced index/
semi-passive sustainable strategies and reports transparently on issues from
climate impact to the controversial activities these strategies avoid.

Our active sustainable strategies are well-suited to clients who value the
instincts and insights of a seasoned portfolio manager, while our enhanced
index strategies are a good fit for investors seeking to invest sustainably while
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matching the returns of a traditional benchmark. Assets under management in
our sustainable strategies have increased to EUR 30.2 billion from just under
EUR 23 billion in 2020.

Impact

For clients who want their capital to help tackle some of the world’s most press-
ing problems, impact strategies are the ultimate step in responsible investing.
These funds focus on companies and issuers that are developing solutions to
critical issues from sustainable energy to affordable healthcare and inclusive
connectivity. Demand for impact-investing products is on the rise, driven by

increased allocations from long-term strategic investors such as family offices
and pension funds as well as investors’ calls for action on key issues steering
companies’ behaviour. Our strategies report on the impact they generate and
their exposure to the UN Sustainable Development Goals, to which they are
closely connected. Impact assets under management have risen to EUR 7.7 bil-

lion from EUR 6.3 billion in 2020.

In the following pages, we look more closely at the three types of responsible

investing solutions that we offer.

Total assets under management thatintegrate ESG criteria: EUR 273.7 bin'

?Eg Traditional é}% ESG-integrated
<— ) strategies strategies
EUR 27.5 bin EUR 235.8 bin
¢ Liquid Alternatives * Investment Grade Credits
* Multi Asset? * Emerging Market Debt
* Alternative Credits
- High Yield

* European Equity

* Global Equity?

* Adaptive Investing
 Convertible Bonds

¢ LDI, Rates and Money Markets

|

>4 Sustainable
90) .
A strategies

EUR 30.2 bin

* Sustainable Equity

* Sustainable Credits

* Sustainable Multi Asset

* Enhanced Index Sustainable Equity
* Sustainable Infrastructure Debt

Impact
strategies

EUR 7.7 bin

» Green Bonds
* Impact Equity
* Emerging Markets Loans

1. Data as per 31/12/2021. ESG is integrated into 91% of NN IP's AuM: EUR 273.7 billion.

2. Multi-asset strategies: many of the underlying funds are ESG-integrated or would classify as sustainable, however, some of the externally managed underlying funds are not yet ESG-integrated.
3. Some Global Equity strategies which are outsourced to external managers do not yet qualify as ESG-integrated. These include US High Dividend, Asia Income and Greater China Equity.

v D =

Foreword

Why responsible investing
What we achieved in 2021
How we deliver results

Governance and teams
Investment restrictions
Knowledge exchange
Innovation

ESG integration
Engagement

Voting

Transparent reporting
Investment strategies

About NN IP



ESG-integrated strategies

We believe that factoring ESG criteria into investment process reveals a lot about how well
companies and countries are positioned to rise to the challenges and seize the opportunities of the future.
Integrating these criteria improves decision-making and long-term risk-adjusted returns.

We offer a broad range of ESG-integrated strategies across
various asset classes. We set the universe of investable compa-
nies and issuers for these strategies by restricting companies
~~~~~ e angaged in certain behaviour and activities from our portfolios.
More information on the restriction process can be found in the
chapter on investment restrictions.

We are active investors. We expect the companies in our port-
folios to pursue sustainable business strategies, and we engage
regularly with them, offering support and guidance on issues from
climate policy to board diversity. This process is described in the
chapter on engagement. We also use our voting rights as a share-

holder to steer companies towards greater sustainability and
oppose policies that conflict with our beliefs, as explained in the
chapter on voting.

In our view, successful integration of ESG criteria hinges on
two factors. The first is the ability to connect the capacity of

a company or a government for value creation with their most
significant, long-term challenges. The second is obtaining and
processing relevant data to extract the critical information
needed to do this successfully. To learn more about this, please
see the chapter on ESG integration.
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Overcoming the challenges of ESG integration for mortgage investments

NN IP has been steadily including material ESG criteria in the investment
process for more than a decade. In 2021, we made a big leap forward by
bringing our mortgage portfolios — with EUR 44 billion of assets under
management - into line with these strict standards.

We set a strict ESG policy for these portfolios, which consist primarily

of Dutch mortgages along with some international mortgages. Our inte-
grated ESG approach covers the whole value chain from the origination of
mortgages to asset management. We work closely with lenders including
NN Bank and Venn Hypotheken to ensure that ESG criteria are factored
into the loans acquired by our investment funds. In the case of Venn, we
also sit on the board thanks to our majority stake in the company, allowing
us to help set ESG policy for mortgage origination.

Our mortgage-integration policy ensures that the portfolios we manage
contribute to the transition to a low-carbon economy through steps such
as encouraging borrowers to improve the energy-efficiency rating of their
homes. We support the creation of a more inclusive society by expanding
access to home loans for the broadest possible range of borrowers. We
also play an important role in a range of industry groups that are working
to improve ESG regulation and stimulate the financing of energy-efficient
residential real estate.

ESG integration: from risk mitigation to a source of alpha

We believe a company’s conduct and governance, together with its envi-
ronmental and social profile, strongly influence its capacity to create value.
Companies that build ESG best practices into their business strategies
stand to generate better returns with lower risks over the long term.

That’s why ESG analysis at NN IP isn’t bolted on to the stock-assessment
process; it’s an essential tool. We integrate ESG criteria into our European
equities strategy, with more than EUR 6 billion in assets under manage-
ment, using a three-step approach:

Identifying ESG factors using our materiality framework and negative
screening

Integrating ESG analysis into our stock-valuation model, using our
ESG Lens scoring

Monitoring and engagement

This disciplined, bottom-up investment process that integrates ESG criteria
helps future-proof our portfolios and makes us a better steward of our cli-
ents’ capital. Through active portfolio management and company engage-
ment, we can generate potential attractive returns while playing a key role
in moving society towards a more sustainable future.
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Sustainable investing at NN IP means looking beyond today’s top performers. By analysing

the approaches that companies and sovereigns take to sustainability, and assessing their actions and
ambitions, we believe we can find tomorrow’s winners and identify potential laggards.

Our sustainable strategies integrate ESG factors throughout the
investment process and take the same active approach as our
ESG-integrated strategies, though with a greater emphasis on
engagement. They offer diversified alpha potential by investing

in companies and sovereigns with an established track record on
sustainability as well as those that are actively pursuing greater
sustainability. As a result, we don’t just look at current ESG scores
and performance; we also assess underlying ESG momentum and
evidence of progress.

These strategies invest in companies that support the transition
to a more sustainable world within their sector and can acquire
a competitive advantage as a result. Renewable energy may be
the most talked-about aspect of the transition, but every indus-
try and region needs to adapt and find solutions to the chal-

lenges ahead if they are to survive and flourish.

Additional restrictions based on activities and behaviour

Our sustainable strategies apply more stringent investment
restrictions than our ESG-integrated strategies, excluding com-
panies involved in a range of activities that are at odds with sus-
tainable development, such as gambling and Arctic drilling. To
read more about this, see the chapter on investment restrictions.

To reduce risk and stimulate positive change, we also assess
companies’ behaviour. If we discover material controversies on
ESG issues, we discuss these in the Controversy and Engagement
Council and decide on the best way forward.

Reporting on environmental impact and controversy scores

We measure all our sustainable portfolios against their respective
benchmarks for carbon, water and waste emissions, and these
strategies tend to invest in companies that have smaller carbon
footprints, use less water or create less waste than the average
market index. Our sustainable credit strategies use Sustainalytics
data to report on controversy scores versus the benchmark.
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Sustainable Equity
How sustainable business models lead to value creation

Our European and global sustainable equity strategies seek out high-qual-
ity companies that make a positive contribution to a more sustainable
world. By applying our rigorous ESG investment process, we narrow a
wide investable universe to a portfolio of about 50 holdings that meet our
criteria.

Three key ingredients lead to sustainable value creation for stakeholders
from a financial and societal perspective. First, a strong, scalable busi-
ness model that gives a company a sustainable competitive advantage

is essential for long-term value creation. Sustainable behaviour is also
critical; we invest in companies that effectively manage the ESG risks and
opportunities that affect their businesses.

Finally, we seek out companies capable of adapting to an evolving world,
in particular those that are developing innovative solutions to major chal-
lenges from renewable energy to affordable healthcare. Companies that
have these three ingredients are most likely to thrive in the years ahead,
contributing to sustainable outcomes and improving our clients’ returns.

Sustainable Multi-Asset
Combining the best of our sustainability expertise

NN IP’s Patrimonial Balanced European Sustainable strategy is an all-
in-one solution designed to increase the wealth of our investors in a
responsible manner. It applies the full breadth of our expertise, investing in
European stocks and euro-denominated fixed-income instruments issued
by companies and sovereigns that are pursuing policies of sustainable
development.

This was one of the first sustainable multi-asset strategies to combine
top-down asset allocation with a uniform sustainability approach across
asset classes. It contains no corporate derivatives or fund-of-fund invest-
ments, which helps ensure that it steers clear of controversial activities
and behaviour.

The strategy is actively managed, responding to changing market con-
ditions by using fundamental and behavioural analysis that can change
asset allocations over time against an investment profile divided evenly
between stocks and bonds. Given the success of our European strategy,
and the rising demand for sustainable investment products worldwide, we
are developing a global strategy that will apply the same strict, responsi-
ble approach.
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Impact strategies

Impact strategies are designed for investors who want to make a positive net change in the world

by seeking out companies and governments that are developing solutions on issues from clean energy and
greenhouse-gas emissions to affordable healthcare and inclusive education.

Impact investing has expanded rapidly since the adoption of the
UN Sustainable Development Goals and the signing of the Paris
Climate Agreement in 2015. These international initiatives focused
attention on the biggest challenges facing the world, and many
investors responded by raising their sustainable ambitions and put-
ting their capital to work to make a significant real-world impact.

In terms of market development, impact investing today is where
sustainable investing was 10 to 15 years ago. Many investors are

still trying to figure out what the impact approach is really about,
but understanding — and investment flows — are catching up fast.

At NN IP, we run three strategies covering the full corporate cap-
ital structure and risk/return spectrum from equities to bonds
and loans. Our strategies invest in companies whose products
or solutions make a clear impact and contribute to achieving the
sustainable development priorities set by the UN.

Achieving maximum impact

Making an impact starts with finding companies that are making
a difference. For our impact equity strategies, we have a pro-
prietary database of companies whose core business is aligned
with the UN development goals under the investment themes of
people, planet and prosperity. When analysing impact, we also
consider whether a company’s positive contribution is material,
intentional and transformational.

Our green bond investments are in line with the Green Bond Prin-
ciples set out by the International Capital Market Association. We
also avoid issuers with serious ESG controversies. The result is
that we exclude 29% of the global total of bonds outstanding that
carry a green label.

Our Emerging Market Loans strategy is built on a partnership with
the Dutch Entrepreneurial Development Bank (FMO). By co-invest-
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ing in loans arranged by FMO, the strategy provides investors with a diversified
portfolio of emerging-market loans offering stable, attractive expected returns
and measurable impact.

Having established the investable universe for each strategy, we apply funda-
mental analysis and select the best stocks or bonds to provide the best returns
within the context of a given risk profile and investment mandate. Having
assembled diverse, liquid portfolios, we actively engage with companies and
issuers to minimize greenwashing risks, optimize financial results and share best
practices.

Finally, we provide transparent reporting on the impact our strategies have
made relative to the relevant UN sustainable development goals. We also ana-
lyse and report on a range of environmental and social results. Indicators for
environmental performance include carbon emissions, waste generation and
water usage. Social results can include the number of people helped or jobs
created.

-+
|

Impact
investing

Impact Equity
Investment opportunities abound as companies tackle critical global issues

The Covid-19 pandemic has affected every aspect of our lives, exposing
inequality and placing a spotlight on social issues. At the same time, the cli-
mate crisis is becoming more urgent every year as the world comes closer
to environmental tipping points.

Faced with these challenges, many companies are going beyond just mak-
ing their own operations sustainable and are developing solutions to pro-
tect the planet and create a more fair and inclusive society. For investors
who want to make an impact, these companies present a range of oppor-
tunities.

In our impact equity strategies we have identified about 700 public compa-
nies that fit this bill and we have invested in 80 of them. These companies
provide solutions to issues including affordable healthcare, water manage-
ment, the energy transition and more resilient infrastructure. We have also
invested a lot of time and effort ensuring that our impact reporting is trans-
parent and setting key performance indicators so our clients know exactly
what they’re investing in.
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Green Bonds
A recognized leader in the green bond market

NN IP is a pioneer in the green bond market. Our long track record of deliv-
ering significant impact and strong, consistent returns, along with our full
range of green bond products, have made us the partner of choice for
many sustainable fixed-income investors.

Assets under management in our green bond strategies have grown close
to EUR 5 billion since we launched our first fund in 2016. We now offer four
fund options, and our flagship aggregate green bond fund has a 5-star
rating from Morningstar. Thanks to our experience and position in the mar-
ket, we have developed strong relationships with corporate and govern-
ment-related issuers.

Our success is built on a disciplined, robust investment style. Our dedicated
green bond team of portfolio managers and analysts works closely with
other analysts in our global investment-grade credit department to assess
whether a bond and its issuer meet our strict criteria. The Responsible
Investing team also reviews every green bond before it becomes eligible for
investment.
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About NN Investment Partners

Managing assets responsibly: it matters and it works

As a responsible investor, we're dedicated to improving both returns for our clients and the world we live
in. Our professionals deliver on this commitment every day, continually adapting to changing markets and
innovating to take advantage of opportunities wherever they arise.

What we do Who we are
With approximately EUR 301 billion in assets under management, NN IP has the « We are dedicated responsible investing experts who help all our investment
opportunity to make a real difference for our clients and society as a whole. We teams achieve their financial and non-financial goals.
put that capital to work, investing responsibly to generate attractive returns and « We are innovative technology specialists who build the tools that allow us to
contribute to a sustainable future. process vast amounts of data to make investing more efficient and effective.

« We are analysts and portfolio managers who turn this data into actionable
We put our resources, expertise and networks to use for the benefit of our cus- insights and evidence-based investment decisions.
tomers, the advancement of our communities, the preservation of our planet » We are more than 900 diverse professionals united in our mission to serve our
and the promotion of an inclusive and sustainable economy. clients across Europe, North America, Latin America, Asia and the Middle East.

* NN Investment Partners is part of NN Group, an international financial services
company, active in 20 countries, with a strong presence in a number of Euro-
pean countries and Japan.

» Goldman Sachs has agreed to acquire NN IP in a deal intended to be com-
pleted by the end of the first quarter of 2022, pending regulatory approval.

1 The transaction is pending regulatory approval as of March 2022.
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NN Investment Partners in numbers

€ 301 bln 910/0 of assets Over 900

ESG-integrated professionals

Nearly 40 Voted at 3,307 shareholder meetings to hold management
nationalities accountable and represent our clients

150+ yearS Morethon17o fundS

of managing risk and return classified as Article 8 and 9 under SFDR
Engaged with 559 companies and sovereigns A+ strategy and governance
to make a difference UN PRI rating since 2015

Figures as of 31 December 2021
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Practising what we preach

NN IP’s commitment to sustainability and diversity

o Click on the boxes below to learn more about how we demonstrated these values in 2021.

37% of AuM aligned
with net zero by 2050

Tougher stand

on oil sands, thermal coal

Voting to tackle climate
change

35% women in
senior positions

Devoted to
diversity and inclusion

Female empowerment
programme
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Disclaimer

This marketing communication is a promotional material and is not intended for the general public. It is intended
for professional investors, semi-professionals, eligible counterparties, Swiss qualified investors, and/or institu-
tional investors within the meaning of MiFID and/or the local applicable law. This publication is not directed at
residents of jurisdictions where the distribution of such material is prohibited by law. If made available to a broader
audience by a third party this marketing communication may only be distributed to the audience for which it was
conceived. This marketing communication is issued by NN Investment Partners B.V., which has a license as man-
ager of Undertakings for Collective Investment in Transferable Securities (UCITS) and as Alternative Investment
Fund Manager (AIFM) from the Dutch Authority for the Financial Markets (AFM) in Amsterdam, the Netherlands.
This marketing communication has been prepared solely for the purpose of information and does not constitute
an offer, in particular a prospectus or any invitation to treat, or contractual basis to buy or sell any security, or to
participate in any trading strategy, or to provide investment or ancillary services, investment research, or invest-
ment advice within the meaning of MiFID and/or the local applicable law. The content of this marketing communi-
cation cannot and should not be the basis for making any investment decisions, nor does it constitute legal, tax or
fiscal advice. It is recommended that investors seek specific and specialized advice from their advisors. No rights
can be derived from the information in this marketing communication. While particular attention has been paid to
the contents of this marketing communication, the reliability and validity of the sources on which this marketing
communication is based, no guarantee, warranty or representation, express or implied, is given to the accuracy,
correctness or completeness thereof. Any information given in this marketing communication may be subject to
change or update without notice. Neither NN Investment Partners B.V., NN Investment Partners Holdings N.V. nor
any other company within its ownership structure, nor any of its directors or employees can be held directly or
indirectly liable or responsible with respect to this marketing communication. Use of the information contained in
this marketing communication is at your own risk. Investments sustain risk. This marketing communication and
information contained herein must not be copied, reproduced, distributed or passed to any person other than
the recipient without NN Investment Partners B.V.’s prior written consent. This marketing communication is not
directed at and must not be acted upon by US Persons as defined in Rule 902 of Regulation S of the United States
Securities Act of 1933, and is not intended and may not be used to solicit sales of investments or subscription of
securities in countries where this is prohibited by the relevant authorities or legislation. Any claims arising out of
or in connection with the terms and conditions of this disclaimer are governed by Dutch law. For more information
please refer to www.nnip.com.

This marketing communication is only intended for the abovementioned investors domiciled in the following
countries: Austria, Belgium, Czech Republic, Denmark, Finland, France, Germany, Italy, Norway, Poland, Romania,
Spain, Sweden, Switzerland, United Kingdom, Argentina, Brazil, Chile, Colombia, Mexico, Peru, Uruguay, Japan,
and Singapore.

Additional information for investors in France

This marketing communication and the investment products referred to in this marketing communication may
have not been authorised by the French Autorité des Marchés Financiers (the “AMF”) and it does not constitute an
offer or an invitation to buy or sell securities or any other investment products. Past performance is not a reliable
indicator of future results. This marketing communication is only available in English and it is therefore intended
for investors understanding the English language. This marketing communication is strictly confidential and may
not be distributed to any person or entity other than the recipient thereof.

Additional information for investors in Spain

This is a marketing communication issued by NN Investment Partners B.V. (the “Company”), a limited liability com-
pany, duly incorporated and existing under the laws of The Netherlands, with registered address at Schenkkade 65,
2595 AS, The Hague, The Netherlands. The Company operates in Spain through the entity NN Investment Partners
B.V., Branch in Spain, with Spanish Tax Identification Number W0035783) and domiciled at Paseo de la Castellana
(ed c), 141 - PLT 19, Madrid, 28046, Madrid (the “Branch”). It is registered on 30/04/2010 in the Register of Invest-

ment Services Companies of the European Economic Area with Branch of the “Comisién Nacional del Mercado de
Valores” with the number 53. In Spain, this marketing communication is addressed exclusively to professional cli-
ents and eligible counterparties within the meaning of articles 205 and 207 respectively of Royal Legislative Decree
4/2015, of October 23, 2015, which approves the consolidated text of the Securities Market Law.

Additional information for investors in Switzerland

Representative and Paying Agent in Switzerland is State Street Bank International GmbH, Munich, Zurich Branch,
Beethovenstrasse 19, 8027 Zurich, Switzerland. NN Investment Partners Schweiz A.G. is affiliated with Ombud
Finance Switzerland (10 Conseil-Général, 1205 Geneéve, Switzerland) (the “Ombudsman”), an ombudsman service
within the meaning of Art. 74 et seq. of the Swiss Financial Services Act. The Ombudsman is offering a mediation
procedure in connection with the financial services offered by the NN Investment Partners Schweiz A.G. Further
information on the Ombudsman and its service is available at www.ombudfinance.ch.

Additional information for investors in United Kingdom

This is a marketing communication issued by NN Investment Partners B.V. (the “Company”), a Dutch limited lia-
bility company registered as an overseas company (registration number FC032623) and as a branch (registration
number BR017698) in the register of companies for England and Wales, with its registered address at 25 Old
Broad Street, London EC2N 1HQ. The Company is authorised by the Netherlands Authority for Financial Markets
and deemed authorised and regulated by the Financial Conduct Authority. The nature and extent of consumer
protections may differ from those for firms based in the UK. Details of the Temporary Permissions Regime, which
allows EEA-based firms to operate in the UK for a limited period while seeking full authorisation, are available on
the Financial Conduct Authority’s website.

This document is intended only for persons capable of being classified as professional clients or eligible counter-
parties, within the meaning of the Conduct of Business Sourcebook (COBS 3 - Client categorisation) which forms
part of the UK Financial Conduct Authority’s Handbook of Rules and Guidance. The units to which this document
relates are available only to persons capable of being classified as professional clients or eligible counterparties
as defined above. This document is intended only for persons having professional experience in matters relating
to investments. This document must not be acted upon by persons who do not have professional experience in
matters related to investments.

Additional information for investors in Argentina, Brazil, Chile, Colombia, Mexico, Peru and Uruguay

For US investors (US Persons as defined in Rule 902 of Regulation S of the United States Securities Act of 1933)
NN Investment Partners is relying on SEC Rule 15a-6 under the Securities Exchange Act of 1934 regarding exemp-
tions from broker-dealer acting as the chaperoning broker-dealer for NN Investment Partners for the purposes
of soliciting and effecting transactions with or for US Institutional investors or major US institutional investors.

Additional information for investors in Japan

This marketing communication is not a disclosure based on the Financial Instruments and Exchange Act (“FIEA”).
Accordingly, this marketing communication may not be circulated or distributed directly or indirectly to personsin
Japan other than professional investors under Paragraph 31, Article 2 of the FIEA.

Additional information for investors in Singapore

This marketing communication is distributed in Singapore by NN Investment Partners (Singapore) Ltd (company
Registration No: 199602506R, “NNIP SG”). This document is for informational purposes only and is not the basis
for any contract to deal in any security or instrument, or for NNIP SG or its affiliates to enter into or arrange any
type of transaction as a consequence of any information contained here. It does not constitute a distribution, an
offer to sell or solicitation of an offer to buy any securities nor constitute investment or other advice or a recom-
mendation to buy any securities, and was prepared without regard to the specific objectives, financial situation or
needs of any particular person who may receive it. The contents of this marketing communication have not been
reviewed by the MAS.
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