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Role of financial analysts
Implied question — will the role of financial analysts change?

“Our results are saying that analysts, because
they know their companies from the bottom up,
are likely to have the insights that are most
helpful in consuming companies’ ESG
disclosures.”

Aaron Yoon quoted in “Investors Are Eager for Accurate ESG
Information. Can Financial Analysts Provide It?
(northwestern.edu), Kellog Insight
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Role of financial analysts

What do we face, what do we need....

B “... financial analysts are late entrants to the ESG space ...”

B “ __ analysts argue that it is difficult for ESG information to
be incorporated into traditional valuation frameworks

because ESG information is non-financial in nature.” _ _ N _
W “. .. financial analysts’ revisions of recommendation

and target prices predict the frequency of future

B “. .. given the disagreement about what constitutes ESG 19
ESG incidents...”

activities, unstandardized ESG disclosures, and
challenges to measuring and quantifying the costs,

benefits and risks associated with ESG performance, B that analysts embed ESG risk into their outputs
analysts may need time to understand ESG ...” through adjustments in discount rates rather than

updates to expected cash flows

B “Atleast some ESG risks are financially material and
would have important value, reputation, and regulatory

implications to firms.” \ /

“... analysts’ ability to predict_fUturé_ESG incidents significantly
improved after SASB issued its guidance on material ESG
issues.”

Source: Sell-side Analvsts’'s Assessment of ESG Risks, Park, Yoon, Zach, October 2022:
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Role of financial analysts

... and how can we contribute?

B “ __analyst coverage encourages (...): (1) encourage firms’ awareness on ESG issues via ESG-oriented
information production; (2) alleviate ESG undervaluation and strengthen the financial relevance of ESG
performance; (3) mitigate financial constraints to support corporate ESG activities.”

B “._ _dataset of listed firms in China from 2009 to 2020, (...) analyst
coverage significantly improves (...) firm’s ESG scores

B “___positive relationship between analyst coverage and the target firms’ ESG performance...”

m “. . .firms followed by more ESG-oriented analysts face more pressure to improve ESG

performance...”
/ B “___analyst coverage improves financial relevance of ESG performance, which is a critical motive
for ESG engagement. (...) means that managers can elevate the firm’s market value through
\ good ESG attributes. ..

B “...negative relationship between analyst coverage and financial constraints, indicating that
firms with greater analyst coverage are better positioned to engage in sustainable
investments.”

ERSTE é Source Does Analyst Coverage affect corporate ESG performance?, Haoyu, Hul, Huiyu, April 2023:

Group



Role of financial analysts

Real world - Progress and way to be gone
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Practical Example
What does it take to align ESG with financial materiality?

50€ VS 200€

Source: de freepik.com
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Qualitative ESG Analysis

What Technology got wrong in their self assessment
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Qualitative Research
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Check ISIN

Company Mame:

AMAZON COM, INC

Corporate Ticker:

AMZIM

SICS:

Inernet Medea & Senvices

Country:

Unifted States of Amenca

Issuer 1D:

NDOD00000Z1 5707 S

ESG Rating Issuer ID:

Company Selection

Load Research

Exclusion Criteria

Malerial Factors

Downioads Help

Climate Strategy
Competitive Behavior
Customer Privacy
Data Security

Employee Engagement
Diversity & Inclusion
Energy Management
Governance

OIS Select Malerial Faciors Factor Descriplion
Show 10 + entries Search:
Climate Stirategy
Criteria Value Source
Engagement, [
1 Governance bribery and comuplion ]
2 Human Rights Vickations 0 Score:
4 Mon-compliance with intemationally recognized Standards o Wirite your analysis:
and Praclices
Showing 1 o 4 of 4 enfries Frevwous 1 Mext
Source: Research Dashboard ERSTE Asset Management
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Role(s) of ESG analysts

Toolbox for ESG investments
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Quantitative ESG Analysis

Distribution of ESG Scores depends on Rating Provider
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Quantitative ESG Analysis

Combined results are not only affected by inputs but also their distribution
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DISCLAIMER

Important legal information (1/2)

This document is an advertisement. Please refer to the prospectus of the UCITS or to the Information for Investors pursuant to Art 21 AIFMG of the alternative
investment fund and the Key Information Document before making any final investment decisions. All data is sourced from Erste Asset Management GmbH and
ERSTE Immobilien Kapitalanlagegesellschaft m.b.H. unless indicated otherwise. Our languages of communication are German and English.

The prospectus for UCITS (including any amendments) is published in accordance with the provisions of the InvFG 2011 in the currently amended version.
Information for Investors pursuant to Art 21 AIFMG is prepared for the alternative investment funds (AlF) administered by Erste Asset Management GmbH pursuant to
the provisions of the AIFMG in connection with the InvFG 2011. Information for Investors pursuant to Art 21 AIFMG is prepared for the alternative investment funds
(AIF) administered ERSTE Immobilien Kapitalanlagegesellschaft m.b.H. pursuant to the provisions of the AIFMG in connection with ImmolnvFG and published at the
website www.ersteimmobilien.at.

The fund prospectus, Information for Investors pursuant to Art 21 AIFMG and the Key Information Document can be viewed in their latest versions at the web site
www.erste-am.com or www.ersteimmobilien.at within the section mandatory publications or obtained in their latest versions free of charge from the domicile of the
management company and the domicile of the custodian bank. The exact date of the most recent publication of the fund prospectus, the languages in which the Key
Information Document is available, and any additional locations where the documents can be obtained can be viewed on the web site www.erste-am.com or
www.ersteimmobilien.at. A summary of investor rights is available in German and English on the website www.erste-am.com/investor-rights as well as at the domicile
of the management company.

The management company can decide to revoke the arrangements it has made for the distribution of unit certificates abroad, taking into account the regulatory
requirements.
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DISCLAIMER

Important legal information (2/2)

Our analyses and conclusions are general in nature and do not take into account the individual needs of our investors in terms of earnings, taxation, and
risk appetite. Past performance is not a reliable indicator of the future performance of a fund. Please note that investments in securities entail risks in
addition to the opportunities presented here. The value of shares and their earnings can rise and fall. Changes in exchange rates can also have a positive
or negative effect on the value of an investment. For this reason, you may receive less than your originally invested amount when you redeem your shares.
Persons who are interested in purchasing shares in investment funds are advised to read the current fund prospectus(es) and the Information for Investors
pursuant to Art 21 AIFMG, especially the risk notices they contain, before making an investment decision. If the fund currency is a currency other than the
investor's home currency, changes in the corresponding exchange rate may have a positive or negative impact on the value of his investment and the
amount of the costs incurred in the fund - converted into his home currency

Please consult the corresponding information in the fund prospectus and the Information for Investors pursuant to § 21 AIFMG for restrictions on the sale
of fund shares to American or Russian citizens. Misprints and errors excepted.

Presentations:

It is expressly noted that presentations shall not be construed as providing investment advice or investment recommendations; presentations simply
represent the current market opinion. The presentations are not intended as sales instruments and shall therefore not be construed as an offer to buy or
sell financial or investment instruments. The investor shall be solely responsible for any and all decisions that he makes on the basis of this presentation.
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