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Sustainable finance approach

Nordea

Nordea is the largest financial services group in the Nordic region (approx. 9.5 million
personal customers and 570,000 corporate customers) and one of the biggest banks
in Europe. We want to make a real difference — for our customers and for the commu-
nities in which we operate — by sharing our extensive expertise based on 200 years in
the banking business.

About Nordea Asset Management

Nordea Asset Management (NAM) is part of the Nordea Group. We are an active
asset manager with a global business model offering services in Europe, the Ameri-
cas and Asia. We manage asset classes across the full investment spectrum. Our
growing third-party distribution franchise services a wide range of international fund
distributors, including many of the leading global wealth managers. We distribute our
products through banks, asset managers, independent financial advisors, insurance
companies and family offices. Our client base is equally split between Nordea Group
related and external clients. With EUR 204.8 bn (31 December 2018) in assets under
management, we have been experiencing strong growth over the past decade.

About sustainable finance at Nordea

Sustainable finance at Nordea is about integrating sustainability into the bank and all
business activities and products within our core areas of investment, financing and
customer advice. At Nordea, the work on sustainable finance is conducted across the
group by two dedicated teams, Group Sustainable Finance working at Nordea Group
level and a Responsible Investment Team covering the ESG research at Nordea Asset
Management. In total there are 33 people working with Sustainable Finance at
Nordea, in Group Sustainable Finance and in the Responsible Investment team for
Nordea Asset Management together with the fund managers and analysts to help
integrate significant environmental, social and governance (ESG) analysis into our
investment approach across portfolios. This report reflects the work on responsible
investments within the scope of asset management and present highlights of sustain-
able finance efforts across investments, financing and advice at Nordea.

NAM Responsible Investments Report 2018



Foreword

Integrating ESG in a disruptive world

Last year, the European Parliament voted in favour of a regulation to ban single-use plastics

by 2021. Why should investors care about this? Put bluntly, aside from purely ecological
considerations, it has the potential to impact their bottom line. As companies are forced to deal
with their environmental footprint, waste reduction management is progressing from image
control to a serious business challenge. Last year, the number of earnings calls that mentioned
“plastic waste” increased by 340 percent compared with the previous year. This is indicative

of a broader trend in asset management. The effects of climate change are disrupting myriad
industries from oil & gas to utilities to car manufacturers. And the ripple effects of this disruption

are making waves in the financial sector.

At Nordea Asset Management (NAM), we consider it our
fiduciary duty to evaluate all material factors that can impact
the long-term performance of companies in which we invest.
In short, it is our job to not only protect investors from changes
that may affect a company’s valuation, but also to identify
tomorrows winners — those that can offer solutions to meet
regulatory and consumer demands in the coming years. We
work hard to find companies that have positioned themselves
to benefit from the shift toward environmental responsibility
while also contributing to a more sustainable world.

Because environmental, social and governance (ESG) issues
are an increasing source of risk and opportunity, we seek to
integrate these into our investment analysis. ESG integration
adds an additional lens to portfolio analysis that gives us a
more holistic picture to better identify companies that can sus-
tain longer competitive advantages. Our STARS fund range,
which includes both equity and fixed income solutions, is fully
ESG integrated. Last year, we added Nordea 1 — North Ameri-
can Stars Equity Fund to the range and we'll expand into the
fixed income space with three new additions in 2019: Nordea 1
— Emerging Stars Bond Fund, Nordea 1 — European Corporate
Stars Bond Fund and Nordea 1 — European High Yield Stars
Bond Fund. Of course, engagement is an important part of our
investment approach as we push companies along the path of
social responsibility. Indeed, it is a key pillar of our STARS
funds, which invest in companies scoring highly on corporate
ESG metrics.

But our sustainability work on the asset management front did
not end there. We joined in a UNEP FI (United Nations Envi-
ronment Programme, Financial Initiative) pilot project seeking
to implement TCFD (Taskforce on Climate-related Financial
Disclosures) recommendations. The project is a pioneering ini-
tiative to develop models to assess climate-related risks and
opportunities.

In March, | was honored to participate in a high-level confer-
ence initiated by the European Commission to kickstart its
Action Plan on Sustainable Finance*. In addition to presenta-
tions delivered by Emmanuel Macron, Jean-Claude Juncker and
Michael Bloomberg, NAM was invited to contribute to a panel

* Published 08 March 2018

discussion on how quickly the EU can realistically deliver on its
targets. | am convinced that the financial sector has a crucial
role to play in this plan and was able to elaborate NAM's com-
mitment to managing financial risks stemming from climate
change, environmental degradation and social issues.

Moving into the new year, NAM's efforts will be directed
towards broadening our product range: we'll add Nordea 1 -
Global Gender Diversity Fund, among the FI STARS solutions
and several others. Reporting and transparency will continue
to be a priority: we are currently developing a quarterly Sus-
tainability Exposure Report which highlights how companies,
through their products and services, align positively and nega-
tively with 15 sustainability objectives closely attuned to the
UN Sustainable Development Goals. In keeping with our com-
mitment to client engagement and education, we will launch
an e-learning tool that offers clients a comprehensive view of
ESG, helping them to facilitate ESG conversations and gain a
deeper understanding of this concept in connection with their
own investments. Additionally, we plan to continue developing
our proprietary ESG research and data platform to support
scalability and agility in our sustainability work.

For NAM, ESG integration is far more than a 'tick the box’ exer-
cise, rather it is something that truly drives us forward towards
sustainable growth. ESG is already having a profound effect
across the investment industry, and this is making a real impact
on companies around the world. Through our commitment to
responsible investment, we are part of the solution.

Nils Bolmstrand, Chairman of the
Responsible Investment Committee
and Head of Nordea Asset Management

NAM Responsible Investments Report 2018



Responsible investment approach

Responsible investment approach

RI team in Stockholm: Arvid Bergsten, Katarina Hammar, Marjo Koivisto, Emir Borovac, Katarzyna Salacinska, Olena Velychko, Julien Grouillet.

Governance of NAM's responsible investment approach is the duty of the Responsible
Investment Committee (RIC). The committee is chaired by our CEO while other senior
management is comprised of members from various departments at Nordea.

Responsible Investment Committee (RIC)
Our responsible investment strategy and activities are over-
seen by the RIC which publishes our Responsible Investment
Policy, a detailed accounting of the international conventions
we subscribe to and the requirements we have of the compa-
nies we invest in. The RIC decides which sectors or activities
we as a responsible asset manager do not want to be invested
in. The committee approves strategies dealing with complex
issues such as climate change and proposes implementation
by the Responsible Investment Team.

J J Ourresponsible investment
approach was awarded the
ofit: Best ESG Approach for the fifth

year in a row by CFl Awards.

BEST ESG
Nils Bolmstrand

INVESTMENT
PROCESS
WINKER EUROPE

Our responsible investment policy applies to all NAM funds,
and the RIC decides the appropriate action to take when a
company is found to be in violation of policy. For example, the
RIC might decide to exclude, quarantine or engage depending
on the type of violation and our ability to influence the
company.

ESG Integration

NAM aims to take returns with responsibility to a new level to
ensure competitive, consistent and responsible returns for all
funds. Environmental, social and governance (ESG) issues are
an increasing source of risk and opportunity, and we therefore
seek to integrate them into our investment analysis methodol-
ogy to ensure that investment and portfolio construction deci-
sions are based on a full set of information. Externally- and
internally-created ESG data are made available to all invest-
ment professionals to use in assessing investments. We believe
this will improve risk adjusted returns. To encourage the use of
ESG data, we have integrated ESG into the portfolio perfor-
mance reviews conducted by our Equities Team.

Our research department includes both financial and ESG ana-
lysts, and company assessments are shared between fund
managers, as well as, through a variety of mechanisms: a
research platform; presentations; training sessions; joint meet-
ings, etc. All portfolio managers of our actively managed funds
have access to ESG data in their systems.

The STARS concept — a true integration of ESG research and fundamental analysis

Fundamental ESG

Analysis

Valuation

_|.

Expectations Strategic Environment

Gap Assessment
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Responsible investment approach / Climate change

Proprietary ESG research

We have created proprietary ESG research models, which we
continuously develop and upgrade. Our ESG analysts use a risk
model to assess companies and assign them an ESG risk score.
The score is based on companies’ ability to conduct their busi-
ness responsibly in relation to their stakeholders— employees,
suppliers, customers, investors, the environment and society at
large. It also assesses whether the companies’ products or ser-
vices are well-positioned in relation to broader sustainability
megatrends such as climate change and changing demograph-
ics. The model focuses on the most material ESG risks and tries
to appraise the connected financial and reputational risks.

Our ESG risk modelling integrates external ESG data and ESG
scores from several different data providers. This offers cover-
age of over 6,000 companies globally both in terms of their
practices and in tracking controversial issues. We also utilise
specialised thematic brokers' ESG reports to underpin our
analysis. Combining internal and external analysis enables us
to better identify which companies are tomorrow’s winners.

The final and most important part of our ESG analysis is com-
pany dialogue. Going beyond published information and dis-
cussing ESG risks directly with company management allows
us to enhance the quality of our ESG rating and assessment of
the company’s performance. During 2018, we conducted in-
depth analysis of approximately 135 companies from an ESG
perspective. Meetings and on-site visits were part of these
analyses, as was feedback to the companies on their ESG
materiality analysis.

We also do deep-dive thematic research projects, which help

us better understand ESG risks that might be common for an

industry or sector. These projects enable us to better compare
our holdings performance on a specific issue to their peers as
well as identify key performance indicators.

Link to NAM Responsible Investment Policy:
nordea.com/RI-policy

Ly

Climate change

Climate change is one of the biggest threats to our economy
and NAM is working on an ongoing basis to assess climate
change risk and the impact of the low-carbon transition on
sectors and companies. For investors, the transition to a low-
carbon economy presents both risks and opportunities; our
challenge is to identify and quantify them. There is a lot of
uncertainty related to issues like data quality and availability,
the complexity of models for low-carbon transition scenarios
and the financial implications from these scenarios.

We support the TCFD (Taskforce on Climate-related Financial
Disclosures) recommendations because we believe that disclo-
sure related to climate change risk and opportunity is key to
enabling management of these. We will continue to promote
increased transparency and the development of tools and
methods to manage climate-related risks and opportunities as
well as to contribute to best practice in the industry. We are
currently working on our first response to the climate section of
the PRI (Principles for Responsible Investment), which we
expect to develop over time as tools and methods progress.

In line with the TCFD recommendations, proper models would
ideally help highlight the potential risks and opportunities
facing companies from constraints of carbon in the economy as
well as companies’ ability to innovate business models and
tackle physical risks. Nordea joined the UNEPFI (United
Nations Environment Programme — Finance Initiative) pilot,
together with 12 other investors, in 2018 to address the need
for analytical tools and indicators to report on the risks and
opportunities presented by climate change. The pilot has
developed a carbon value and risk model that will be made
available to encourage the wider investment community to
assess and promote a climate-resilient, low-carbon economy.
We analyse the results from the model that includes policy
risks, transition opportunities and physical risks and their
impact on specific assets in our portfolios. Climate-related
events are inherently difficult to assess; climate-related finan-
cial risks, being more complex, are thus even more complex to
identify and measure. For investors to improve the assessment
of these risks and opportunities, companies need to accelerate
their climate reporting.

NAM Responsible Investments Report 2018



STARS funds

STARS funds

— Finding tomorrow'’s winners

NAM's premium ESG offerings are collected in a family of investment funds under the STARS
brand. The STARS funds are about positive selection and choosing quality companies with
well-managed ESG profiles that generate long-term financial value.

Unique for the STARS funds is that every investment under-

goes a thorough ESG analysis with our proprietary ESG model.

This enables our ESG analysts, who are imbedded in the
investment teams, to identify material risks and opportunities
relating to the companies’ medium- to long-term operational
performance and strategic positioning in the market.

Our ambition is to create shareholder value through ESG anal-
ysis which identifies companies that integrate environmental,
social and governance metrics, as well as, financial metrics,
into their business model and strategic decisions. Active

NAM Responsible Investments Report 2018

ownership is an important part of our investment approach for
the STARS funds and we have developed long-term productive
dialogues with several companies, especially those in which
we are large long-term shareholders.

In 2018, the STARS family added with a new equity fund:
Nordea 1 — North American Stars Equity Fund. While focusing
on North American companies, the fund utilizes the same
investment process of integrating ESG analysis as do the other
STARS funds.



STARS funds

Nordea Emerging Stars

Our Emerging Stars equity fund was launched in 2011 and
invests in approximately 50 emerging market equities. Below
is an example of a holding and ESG highlights.

Samsung SDI

The company’s business model is well aligned with solutions to
global environmental challenges, e.g. its rechargeable batteries
and renewable energy storage solutions. Samsung SDI has
been criticized for its use of cobalt and has subsequently done
an extensive research project to understand the complexity of
the cobalt supply chain. The company is a founding member of
the Responsible Cobalt Initiative, which is an industry initiative
that seeks to address the issue. It has been working on chang-
ing the design of its batteries so that they will need less cobalt.
We would like to see the company consider being more proac-
tive and applying the same due diligence it has on its cobalt
supply chain to the other minerals in its products.

Nordea European Stars

Our European Stars equity fund was launched in 2017 and
invests in approximately 50 European equities. Below is an
example of a holding and ESG highlights.

Compaghnie de Saint Gobain

The company manufactures glass products, high-performance
materials and construction materials. We have initiated dia-
logue on strategy and corporate governance, with good access
at board level. This is an interesting case because of the poten-
tial connections between corporate governance and stock per-
formance. As a long-term shareholder, we have increasingly
started to question whether its corporate governance arrange-
ments are a factor in the mediocre performance of its stock
price. We are also exploring how corporate culture translates
into decision making and seeking reassurance that the chair-
man and CEO receive sufficient internal challenge. We have
seen some encouraging signs, such as the company facilitating
a dialogue at the necessary level, and the recent change of
CFO and announcement of an overhaul of the portfolio. This
shows awareness of the way the market perceives Saint
Gobain and is a good foundation for further dialogue.

Nordea Global Stars

Our Global Stars equity fund was launched in 2016 and
invests in approximately 70 global equities. Below is an exam-
ple of a holding and ESG highlights.

Taiwan Semiconductor Manufacturing

The company manufactures and markets integrated circuits,
and is an industry leader in water efficiency and reduction. It
has constantly achieved a water recycling rate higher than 85%
since 2012 and is well on track to meet its 30% reduction goal
by 2020. The company has made significant progress with its
conflict minerals sourcing compliance mechanisms, and nota-
bly all its smelters and refiners have been validated as conflict
free by third-party programs for the second year. The company
has excelled in low power technologies and established as the
most comprehensive ultra-low power platform in the foundry
industry. The issues we focused on in our dialogue with the
company were talent retention and potential risks influencing
the company from the China and US trade dispute. The com-
pany has achieved a lower employee turnover than its peers
through a strong compensation programs, professional devel-
opment programs and engagement initiatives.

NAM Responsible Investments Report 2018



STARS funds

Nordea Nordic Stars

Our Nordic Stars equity fund was launched in 2014 and
invests in approximately 40 Nordic equities. Below is an
example of a holding and ESG highlights.

Volvo

Volvo is manufacturing trucks, busses and construction equip-
ment that, to a large extent, run on fossil fuel. However, due to
its strong focus on R&D, Volvo is well positioned to benefit
from increased demand for more environmentally friendly,
safer and more automated means of transportation. For many
years, Volvo has been committed to sustainability, e.g. the com-
pany has been reporting environmental data since 1991. We
have, together with other investors, engaged with Volvo to give
feedback on their climate related reporting and how investors
view the disclosure requirements from the Taskforce for Cli-
mate Change Disclosure (TCFD), an initiative by the G20 coun-
tries and the Financial Stability board to develop a consistent
climate-related financial risk disclosure to investors. NAM sup-
ports the TCFD recommendations since we firmly believe that
climate change risk disclosure is key to strengthen the stability
of the financial system. We expect Volvo to implement TCFD
recommendations in their reporting.

Nordea North American Stars

The latest star in the Nordea Stars family is our North
American Stars equity fund, which was launched in 2018 and
invests in approximately 60 North American equities. Below is
an example of a holding and ESG highlights.

Alphabet Inc

From an ESG perspective, Google is an interesting fit for the
Nordea 1 — North American Stars Equity Fund. The company
continues to have a profound impact on society. Google Search
facilitates easy access to information for 1 billion users all over
the world and is expanding into other transformative areas like
self-driving cars (Waymo). When visiting the company at their
headquarters at the end of 2018, we engaged in discussions
around EU GDPR, recent EU Antitrust rulings and competition
in general. We believe that there are risks associated with all of
these and, going forward, expect the company and its stake-
holders to provide more clarity in terms of said risks.

Nordea Swedish Stars

Our Swedish Stars equity fund was launched in 2011 and
invests in approximately 30 Swedish equities. Below is an
example of a holding and ESG highlights.

ABB

The company contributes towards mitigating climate change
mainly through its products and services. Over half of its rev-
enues are derived from products and solutions related to ener-
gy efficiency and renewable energy and the company plans to
increase this number to 60% by 2020. ABB has a good under-
standing of the material ESG risks and opportunities associ-
ated with its industry and its geographical presence. Due to the
company's previous incidents and current exposure to corrup-
tion and antitrust, ABB is focused on strengthening its anti-
corruption program and setting up standards and processes to
promote fair competition practices. The company has a very
robust supply chain management system, which approves,
evaluates and to also educates its suppliers. Every year ABB
assesses hundreds of suppliers on sustainability topics, miti-
gates old risks and identifies new ones. During 2018, we visited
ABB's factory in Vasteras, Sweden to further examine certain
ESG risks and controls relevant to the Robotics and Automa-
tion sector.

Nordea Swedish Bond Stars

In 2017, Nordea also introduced its fixed income fund under the
STARS concept.

The Nordea Swedish Bond Stars was our first ESG enhanced
fixed income product. It is a pioneer among bond funds using
ESG research to meet the requirements of a sustainable portfo-
lio and NAM will continue to build on this concept in the future.
The universe for the funds consists of green bonds and Nordic
investment grade bonds where the issuer has been evaluated
by NAM's Responsible Investments team. Like Swedish Stars,
Nordic Stars, North American Stars, Global Stars and European
Stars, the threshold for investments is an ESG rating of B+ on a
scale from A to C. Green bonds are bonds aimed at funding
projects that have positive impacts on the environment, like
reducing fossil fuel emission, renewable energy or sustainable
property construction.

The Sustainable Development Goals (SDGs) are a collection of 17 global goals set by the United Nations General Assembly for
the year 2030. They address the global challenges we face, and at NAM we try to align our risk assessment with the SDGs.
Furthermore, we engage with companies where SDG related themes might represent a significant material risk.

Complete list of SDGs:
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Stewardship

Stewardship

An integral part of responsible investment is active ownership
and participation in international initiatives. We believe that

this will benefit companies and investors and contribute to a
sustainable and prosperous economy with long-term growth
where pressing environmental and social issues are being

addressed. NAM follows internationally recognised principles

of responsible investment and stewardship.

Corporate governance activities:

During 2018, we attended more than 100 annual general
meetings in the Nordics and voted on about 445 AGM/EGMs
(Annual General Meetings/Extraordinary General Meetings)
on thousands of proposals, including proxy voting. We con-
tinue to engage with companies on a range of topics, includ-
ing ESG issues, remuneration programmes and capital struc-
ture. Nordea funds are represented on several nominations
committees; in 2018 we joined about 35 nomination commit-
tees where we pushed the issue of gender balance.

"We strongly believe that large owners having a say in board
nomination is a good thing" says Erik Durhan, Head of Corpo-
rate Governance, at Nordea Funds. "In Sweden and some
other Nordic countries, ownership led nomination committees
are either the norm or common, and we work to spread this
model. Last years, we worked with other owners to introduce

International initiatives:

Access to Medicine Index: The Index analyses how 20 of
the world's largest pharmaceutical companies are
addressing access to medicine in 106 low- to middle-income
countries.

Antimicrobial Resistance Benchmark: The benchmark
evaluates how 30 pharmaceutical companies are responding
to the global threat of antimicrobial resistance.

Carbon Disclosure Project: CDP runs the largest global
disclosure system for investors, companies, cities, states and
regions to manage their environmental impacts.

Climate Action 100+: Is an investor initiative to ensure the
world’s largest corporate greenhouse gas emitters take
necessary action on climate change.

Corporate Human Rights Benchmark: The benchmark
ranks the top 500 globally listed companies on their policies,
processes and performances as they relate to human rights.

Extractive Industries Transparency Initiative: EITI's aim is
to promote transparent and accountable management of oil,
gas and mineral resources.

an ownership-lead nomination committee in a company based
in a market where this procedure is less common. The initia-
tive was successful, and we aim to introduce more such pro-
posals in the future if the right situation present itself in spe-
cific companies or markets.”

Voting portal

We strive for transparency. In November 2017, Nordea
Asset Management launched a Voting Portal to showcase
our voting. It includes information on all AGMs we attend,
proxy voting statistics and voting details on each compa-
ny. The portal is updated continuously and contains our
voting record since the 2016 season.

=

Link to Nordea Voting Portal:
nordea.com/voting-portal

Institutional Investors Group on Climate Change: IIGCC is
a forum for investors to collaborate on climate change.

Montreal Carbon Pledge: An investor pledge to commit to
measuring and publicly disclosing the carbon footprint of
investment portfolios on an annual basis.

Principles for Responsible Investments: PRI is a
commitment to incorporate ESG in investment processes.

Sustainability Accounting Standards Board's Investor
Advisory Group: SASB develops sustainability accounting
standards that help public corporations disclose material
ESG information.

Sustainable Stock Exchanges' initiative: SSE is a
partnership platform to utilise new research to advance
stock exchanges sustainable business strategies.

United Nations Environment Programme — Finance
Initiative: UNEPFI is a partnership between the UNEP and
the global financial sector with a mission to promote
sustainable finance.
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10

Engagement

NAM subscribes to a policy of active ownership and engagement. We interact with the companies
in our portfolios to enhance their ESG performance in general or on a specific issue where we
believe improvement can be achieved. Engagement is conducted individually and through
collaborative initiatives with other investors.

We use an external service provider to screen all funds man-
aged by NAM against our exclusion criteria as well as for viola-
tions of international norms and conventions. The service pro-
vider continuously monitors and alerts us if one of our holdings
is in violation of our responsible investment policy. If a com-
pany is found to be in breach, then the incident is reported to
our Responsible Investment Committee, which determines
NAM's response. This could include engagement or exclusion
of the company from all of our funds. In 2018, we had eleven
in-depth engagement cases on norms breaches.

We initiate engagement with the companies representing our
largest holdings as well as those with high ESG risk exposure

and those identified for our ESG enhanced funds.

Our engagement activities are supported by structured pro-
cesses to prioritise our engagement efforts on key issues such

NAM Responsible Investments Report 2018

as underperformance on ESG, high ESG risk exposure to a cer-
tain theme or sector issue, materiality, relevance to our clients
and our ability to influence. We engage at the company and
industry level as well as with stakeholders and standard set-
ters. When we engage with a company, we do so on behalf of
all NAM's funds, which supports the ongoing ESG integration
activities within NAM. Finally, we coordinate our engagement
activities with our voting activities.

Collaborative engagements are done with other investors.
These often tend to be connected to a specific topic and we
take the responsibility as lead investor in companies in which
we have significant investments.
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Field visits

Field visits

We believe in going on field trips to gain knowledge about ESG issues in a local context and
to engage with our holding companies in person. Below are a few examples of our field trips

during 2018.

Field trip to Getinge, Germany, Oleana Velychko, Nordea’s ESG Analyst.

Germany

Nordea went on an onsite visit to one of Getinge's
production facilities in Germany.

Getinge is well-positioned to make a significant contribution to
sustainable development by providing solutions for better
healthcare. The current management of the company seem to
have a good understanding of the environmental, social and
governance risks relevant to their operations. However, the
company has been faced with significant quality issues. Conse-
quently, we decided to visit the Rastatt production facility in
Germany. The main purpose of the trip was to formulate a bet-
ter understanding of Getinge group’s quality management sys-
tem and developments against the Consent Decree with the
U.S. Food & Drug Administration.

The conclusion of the trip is that Getinge is currently undergo-
ing a transformational change and it requires time to imple-
ment the identified improvements and restore trust. There is a
strong focus on executing the planned initiatives within risk
assessment, product quality & safety KPIs and supply chain
due diligence.

Even though Getinge has established relevant processes and
procedures, we believe there is still room for improvement
around company's long-term sustainability strategy. As a follow
up, a meeting with the CEO and new CFO was arranged to dis-
cuss priorities, progress and ambitions.

NAM Responsible Investments Report 2018

South Korea

Nordea visited South Korea to talk about corporate gover-
nance with holding companies.

During a visit to Seoul, we met with selected holding compa-
nies, such as Samsung Electronics and Hyundai Motor, to raise
ESG issues and talk about changes to South Korean corporate
governance regulation. Under the current government there
has been increased focus on chaebols' power in the South
Korean economy and minority shareholder rights. The five larg-
est chaebols currently account for around half of the country's
benchmark index, which indicates how powerful they are in
the local context. The country has taken steps toward boosting
transparency and accountability of family-run conglomerates.

We have also seen significant corporate governance improve-
ment within our South Korean holding, however, there is still
room for improvement. During the coming years, we might see
an untangling of cross-shareholdings in chaebols’ subsidiaries,
which will significantly improve transparency and minority-
shareholder rights. The cross-shareholding structures can give
the founding families control of a company even though they
do not have majority shareholdings.

Examples of positive corporate governance steps we saw in
2018 are: increase of management diversity through higher
levels of non-Koreans in senior management positions,
increased share buybacks to address excessive unused cash on
balance sheets, and an increase in company and union
collaboration.

Myeongdong district, Seoul, South Korea.
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Nordea's ESG Analyst Olena Velychko on a field trip to Cambodia factory.

Cambodia

Nordea joined a Fair Living Wage summit for garment
workers in Cambodia

In 2018, we went to H&M's Fair Living Wage Summit in Phnom
Penh, Cambodia and visited one of their suppliers. In 2013,
H&M set an ambitious 5-year roadmap for achieving fair living
wages for workers in its global supply chain and the purpose
of the summit was to share and discuss H&M's progress as
well as reflect on the approach taken and the lessons learned.
During the summit, we interacted with H&M staff from differ-
ent functions and markets, trade unions, suppliers and NGOs.
During the deep dive sessions, we covered how H&M is imple-
menting workplace dialogues and wage management systems
with their suppliers as well as how H&M is engaging with ACT
(Action, Collaboration, Transformation), an agreement between
brands, trade unions and the garment sector to achieve living
wages though collective bargaining at industry level.

During the factory visit outside of Phnom Penh, we had a tour
at the site and had an opportunity to meet the workers' repre-
sentatives and members of the labour union. H&M has a long-
standing relationship with the supplier and has been engaging
with them on ESG. The supplier has implemented several pro-
ductivity measures including equipment and trainings and has
been able to achieve better efficiency. On the human capital
side, absenteeism and employee turnover rates have improved
as well. Overall, the company has been able to increase sala-
ries for their employees and implement a transparent wage
and benefit system.

We conclude that H&M is progressing and currently leading
the industry in the living wage approach from the holistic per-
spective. There is still room for improvement, especially in con-
tinuously increasing transparency on the progress and
strengthening implementation of purchasing practices commit-
ments. We are also going to monitor closely H&M's progress in
moving into recycled or other sustainably sourced materials.

India

Nordea went on a fieldtrip to India to investigate the how
progressive regulation on plastic can influence business.

During 2018, India announced a progressive commitment to
ban single use plastics by 2022. Some states have implemented
hard regulations only to ease them shortly after. Enforcement
of the current regulations is inconsistent, which creates some
confusion for local businesses.

The Indian plastic collection and recycling system is informal
and ineffective. Ragpickers are the first link in the collection
system and are keenly aware of the value of different types of
plastic waste. They will only collect the most valuable plastic
discarding the worthless plastic, which ends up in waste
streams and landfills. The recyclable plastic, on the other hand,
ends up at small informal recyclers who lack the technical
capability to analyse it and therefore contaminate the resins,
which leads to lower quality plastic with limited recycling
ability.

After gaining insight into the Indian recycling industry, we
know where to focus our attention in NAM's Indian holdings
regarding plastics. Companies with high exposure to bottom of
the pyramid strategies will be more likely to sell single-serve
products in multi-layered wrapping containers. Because recy-
cling multi-layered wrapping is complex, the Indian collection
system does not collect it. Hence, it ends up in landfills or
waste streams. We will now engage with companies with bot-
tom of the pyramid strategies to ensure that they are prepared
for potential stricter regulation and are researching more envi-
ronmentally friendly packaging.

The New Indian Express online news, 05 June 2018.
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Thematic research

Thematic research
— Understanding anti-money laundering

Money laundering is fast emerging as the main regulatory challenge facing financial
institutions. Prompted by the developments at Danske Bank, we met with several banks to
gain a deeper understanding of the challenges they face in their anti-money laundering (AML)

and know your customer (KYC) processes.

Our aim was to build a framework that would allow us to
make an informed judgement, as outside observers, about their
risk of being misused for money laundering and penalised
accordingly. From our conversations with ING, Danske Bank,
BNP Paribas, Swedbank, and Nordea's own compliance func-
tion, we were able to identify a range of industry wide issues,
and to identify indicators of individual exposure to AML risks.

A standout issue is the sheer number of suspicious transactions
flagged by AML algorithms — the number of false positives
was generally stated in the region of 95%. Banks need to allo-
cate enough staff, develop new technical solutions, and to

some extent work together to properly analyse these volumes
of red flags. We integrated the insights gained from company
meetings and the industry’s own guidelines to develop a scor-
ing template that rates operational risk, internal controls, and
enforcement action track record to create a comprehensive
picture of an institution’s practices. We will use it to have more
focused conversations with affected companies, and to
enhance our internal ESG risk scoring. Ultimately, it will help us
make ESG risk scoring for financial institutions more specific
and more accurate. We will also continue to engage on the
topic with Emerging Markets companies.
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Other 2018 ESG Highlights

2018 was a busy year for NAM in terms of ESG-
related activities. We expanded our product
range, raised client awareness via ESG oriented
events, received awards and labels and found
new ways of engaging with our clients to help
better understand and gain deeper insights into
the terminology of Responsible Investment.

During the first half of the year NAM
became a member of the “Forum Nach-
haltige Geldanlagen” (FNG). This industry
association is committed to more sustainabil-
ity in the financial sector in Germany,

Austria and Switzerland and is working
towards improving legal and political frameworks for sustain-
able investments. In addition, the Nordea 1 — Emerging-,
Global- and European Stars Equity Funds were awarded the
FNG Seal 2019. They received two out of a possible three stars
for their particularly ambitious and comprehensive sustainabil-
ity strategies, which gained them additional points in the areas
of “institutional credibility”, “product standards”, and “transfor-
mation & impact”.

auditiert durch Novethic

NAM'’s strength in the sustainable investing area was also rec-
ognized by the UNPRI Assessment Report where we received
the highest possible score (A+) in the category “Strategy &
Governance"!. Another public acknowledgement came from
the European magazine “Cfi.co”, which has awarded NAM's RI
team for the “Best ESG Investment Process in Europe” for the
fifth year in a row2.

In autumn, NAM hosted special ESG Day events in more than a
dozen cities throughout Europe to raise awareness about our
ESG capabilities and expertise as well as showcase the STARS
funds. We used the events as a platform to engage in discus-
sions with clients around the importance of ESG factors and to
introduce the broad toolbox of Rl approaches NAM applies to
offer cutting-edge ESG funds.

In November, we enlarged our ESG STARS fund range with the
addition of the Nordea 1 — North American Stars Equity Fund.
Now the STARS equity family consists of six strategies that
represent a unigue concept where portfolio management
teams fully integrate ESG factors into the investment process
and use dialogue and, together with the RI team, engagement
to make real impact. Following our goal to increase reporting
and transparency we have introduced ESG quarterly reports
for most of the STARS funds. These allow investors to inform
themselves about the progress and outcome of our company
engagements.

1 Source: UN PRI Assessment Report 2018
2 Source: cfi.co. is a London-based magazine whose annual awards focus on best practice
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Exploring new ways of engaging with our clients, NAM
launched an interactive ESG e-learning tool at the end of 2018.
The goal was to equip advisors with a solid foundation on the
various themes and topics that surround ESG investing, to
guide them through the ESG jargon and to help them have a
conversation with their clients about responsible investment.
Due to its huge success and high demand, the language selec-
tion for the e-learning will be expanded to seven during 2019.

Nordea

ASSET MAMNAGEMENT

:

Nordea

h y ESG Quarterly Report

Quarterly ESG Reports.
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Outlook for 2019

In 2019, we will focus on product development, active ownership and research. We are scaling our
experience in managing ESG risk and launching new ESG equity and fixed income funds. We are
also innovating research. Sustainable winners of tomorrow have attractive unit economics and are
set up to monetize emerging sustainable consumption and industrial trends—thematic research
will allow us to size up these attractive players. Going forward, we aim to launch our proprietary
ESG data platform, which will enable us to increase the number of data-driven inhouse ESG risk

scores we deliver.

As we are getting better at ESG integration, there is increasing
interest from different departments, including investment
teams across asset classes to partner with Responsible Invest-
ments. We will therefore continue to grow our Responsible
Investment team with profiles from sustainability, finance and
data science.

Last year we participated in a UNEPFI pilot financial task force
for advancing reporting on climate in investments. During 2019,
we will continue our work with investor coalitions and increase
our active ownership activities related to issues in the financial
industry like AML and palm oil. We will also continue to work

on the Task Force on Climate-related Financial Disclosures
(TCFD) recommendations in order to manage our climate-
related risks and opportunities. We will increase our work with
international investor coalitions, where, together with other
investors, we can engage with companies, industries and gov-
ernments on ESG issues.

Overall, in 2019 we will draw on our increasingly developed
ESG research capability to drive more deeply integrated ESG
fund, in an effort to allocate more capital to sustainable
winners of tomorrow.
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Sustainable finance approach

— Together with customers and partners, Nordea group
enables the transition towards a sustainable future

Sustainable finance at Nordea (NAM's parent company) is
about integrating sustainability into all our business activities
and products within our core areas of investment, financing
and customer advice. By acting on behalf of our clients we can
contribute to economic growth and prosperity through capital
allocation and interaction with companies. Sustainable busi-
ness is a prerequisite for upholding trust and confidence.
Nordea is committed to sustainable business and development
by combining financial performance with environmental and
social responsibility as well as sound governance practice.
Nordea's Sustainability Policy, a group directive, contains prin-
ciples of investment, financing and advice. Nordea adheres to
the policy as a guideline by which we conduct our business
decisions and daily work. Nordea is committed to taking these
principles and other relevant environmental, social and gover-
nance principles into consideration when evaluating business
risks and opportunities in connection to advice, investing and
financing.

Please see our Sustainability Policy, a Nordea group directive
covering investments, financing and customer advice. Together
with customers and partners, Nordea is enabling the transition
towards a sustainable future.
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For us, sustainable finance

is not only a business
opportunity, but a part of our
fundamental responsibility.
Snorre Storset*

n

Link to Sustainability Policy:
nordea.com/sustainability-policy

Link to Climate Position Statement:
Nordea.com/position-climate

« &

* Snorre Storset, Chariman of the Sustainability committee & Head of Wealth
Manangement at Nordea.


https://Nordea.com/position-climate
https://nordea.com/sustainability-policy
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Schmekies Medien and Druckerei

The sub-funds mentioned are part of Nordea 1, SICAV, an open-ended Luxembourg-based investment company (Société d'Investissement a Capital Variable), validly formed and existing
in accordance with the laws of Luxembourg and with European Council Directive 2009/65/EC of 13 July 2009. This document is advertising material and does not disclose all relevant
information concerning the presented sub-funds. Any investment decision in the sub-funds should be made on the basis of the current prospectus and the Key Investor Information
Document (KIID), which are available, along with the current annual and semi-annual reports, electronically in English and in the local language of the market where the mentioned
SICAV is authorised for distribution, without charge upon request from Nordea Investment Funds S.A, 562, rue de Neudorf, P.O. Box 782, L-2017 Luxembourg, from the local representati-
ves or information agents, or from our distributors. Investments in derivative and foreign exchange transactions may be subject to significant fluctuations which may affect the value of
an investment. Investments in Emerging Markets involve a higher element of risk. The value of shares can greatly fluctuate as a result of the sub-fund’s investment policy and
cannot be ensured. Investments in equity and debt instruments issued by banks could bear the risk of being subject to the bail-in mechanism (meaning that equity and debt
instruments could be written down in order to ensure that most unsecured creditors of an institution bear appropriate losses) as foreseen in EU Directive 2014/59/EU. For further
details of investment risks associated with these sub-funds, please refer to the relevant Key Investor Information Document (KIID), available as described above. Nordea Invest-
ment Funds S.A. has decided to bear the cost for research, i.e. such cost is covered by existing fee arrangements (Management-/Administration-Fee). Nordea Investment Funds S.A. only
publishes product-related information and does not make any investment recommendations. Published by Nordea Investment Funds S.A,, 562, rue de Neudorf, P.O. Box 782, L-2017 Lux-
embourg, which is authorized by the Commission de Surveillance du Secteur Financier in Luxembourg. Further information can be obtained from your financial advisor. He/she can advise
you independently of Nordea Investment Funds S.A. Please note that all sub funds and share classes might not be available in your country of jurisdiction. Additional information
for investors in Switzerland: The Swiss Representative and Paying Agent is BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, CH-8002 Zurich, Switzerland.
Additional information for investors in Germany: The Information Agent in Germany is Société Générale S.A. Frankfurt Branch, Neue Mainzer Stra3e 46-50, D-60311 Frankfurt am Main,
Germany. A hard copy of the above-mentioned fund documentation is also available from here. Additional information for investors in Austria: The Information and Paying Agent in
Austria is Erste Bank der 6sterreichischen Sparkassen AG, Am Belvedere 1, A-1100 Vienna, Austria. Additional information for investors in the Netherlands: Nordea 1, SICAV is a Lux-
embourg Undertaking for Collective Investment in Transferable Securities (UCITS) registered in the Netherlands in the register kept by the AFM, and as such is allowed to offer its shares
in the Netherlands. The AFM register can be consulted via www.afm.nl/register. Additional information for investors in France: With the authorisation of the AMF the shares of the
sub-funds of Nordea 1, SICAV may be distributed in France. Centralising Correspondent in France is CACEIS Bank, located at 1-3, place Valhubert, FR-75206 Paris cedex, France. Investors
are advised to conduct thorough research before making any investment decision. Additional information for investors in Belgium: The Financial Service Agent in Belgium is BNP
Paribas Securities Services S.C.A,, Brussels Branch, Rue de Loxum 25, BE-1000-Brussels, Belgium. A hard copy of the above-mentioned fund documentation is available upon demand
free of charge. Additional information for investors in Spain: Nordea 1, SICAV is duly registered in the CNMV official registry of foreign collective investment institutions (entry no. 340)
as authorised to be marketed to the public in Spain. The Depositary of the SICAV's assets is, J.P. Morgan Bank Luxembourg S.A. In Spain, any investment must be made through the
authorised distributors and on the basis of the information contained in the mandatory documentation that must be received from the SICAV's authorised distributor prior to any subscrip-
tion. The Representative Agent is Allfunds Bank S.A.U.,, C/ de los Padres Dominicos, 7, ES-28050 Madrid, Spain. A complete list of the authorised distributors is available in the CNMV's
webpage (www.cnmv.es). Additional information for investors in Portugal: The Management Company of the SICAV, Nordea Investment Funds, S.A., and the Depositary of the SICAV's
assets, J.P. Morgan Bank Luxembourg S.A,, are validly formed and existing in accordance with the laws of Luxembourg and authorized by the Commission de Surveillance du Secteur
Financier in Luxembourg. Our distributor in Portugal is BEST — Banco Electrénico de Servico Total, S.A., duly incorporated under the laws of Portugal and registered with the CMVM as a
financial intermediary. Additional information for investors in Italy: Fund documentation as listed above is also available in Italy from the distributors and on the website www.nordea.
it. The updated list of distribution agents in Italy, grouped by homogenous category, is available from the distributors themselves or from the Paying Agents: State Street Bank Internatio-
nal GmbH — Succursale Italia, branches (located in the main towns of each region), BNP Paribas Securities Services — Succursale di Milano, Banca Sella Holding S.p.A, Banca Monte dei
Paschi di Siena S.p.A., Allfunds Bank S.A.U. Succursale di Milano, Société Générale Securities Services S.p.A.,, CACEIS Bank S.A — Succursale Italia and on the website www.nordea.it. Any
requests for additional information should be sent to the distributors. Before investing, please read the prospectus and the KIID carefully. We recommend that you read the most
recent annual financial statement in order to be better informed about the fund's investment policy. The prospectus and KIID for the sub-funds have been published with Consob.
Additional information for investors in the United Kingdom: The Facilities Agent is Financial Express Limited 3rd Floor, Hollywood House Chrisch Street East Woking, Surrey GU21 6HJ,
United Kingdom. Additional information for investors in Ireland: The Facilities Agent is Maples Fund Serviced (Ireland) Limited, a company incorporated in Ireland whose registered
office is 5th Floor, 75 St Stephen’s Green, Dublin 2 (the “Representative”). Additional information for investors in Sweden: The Paying Agent is Nordea Bank Abp, filial i Sverige, Sma-
landsgatan 17, SE-105 71 Stockholm, Sweden. The Representative Agent is Nordea Funds Ltd, Swedish Branch, Master Samuelsgatan 21, M541 SE-105 71 Stockholm, Sweden. Additional
information for investors in Denmark: The Representative and Sub-Paying Agent is Nordea Danmark, filial af Nordea Bank Abp, Finland, Grenjordsvej 10, DK-2300 Copenhagen S,
Denmark. A hard copy of the above-mentioned fund documentation is available here. Additional information for investors in Norway: The Paying Agent is Nordea Bank Abp, filial i
Norge, Essendrops gate 7, Postboks 1166 Sentrum, NO-0107 Oslo, Norway. The Representative Agent is Nordea Funds Ltd., Norwegian Branch, Essendrops gate 7, Postboks 1166 Sentrum,
NO-0107 Oslo, Norway. Additional information for investors in Finland: The Paying Agent is Nordea Bank Abp, Satamaradankatu 5, FI-00020, Helsinki, Finland. The Representative
Agent is Nordea Funds Ltd, Centralgatan/Keskuskatu 3a, FI-00020, Helsinki, Finland. Additional information for investors in Latvia: The Representative Agent is Luminor Bank AS,
Skanstes iela 12, Riga, LV-1013. Additional information for investors in Estonia: The Representative Agent in Estonia is Luminor Bank AS, Liivalaia 45, 10145 Tallinn. Additional informa-
tion for investors in Lithuania: The Representative Agent in Lithuania is Luminor Bank AB, Konstitucijos pr. 21A, 03601 Vilnius. Shareholders must evaluate possible investment risks and
take this into consideration when making investment decisions. Information for investors in Brazil: This is a strictly privileged and confidential document for the purposes of a potential
investment in foreign securities on a one-on-one basis with potential investors with a pre-existing relationship with Nordea Investment Funds S.A. This document contains information
addressed only to a specific individual and is not intended for distribution to, or use by, any other person. This document (i) is provided for informational purposes only, (ii) should not be
construed in any manner as any solicitation or offer to buy or sell any securities or any related financial instruments, (iii) should not be construed in any manner as a public offer of any
securities or any related financial instruments, and (iv) and will be addressed to a potential investor with restrict access of information. Nordea 1, SICAV have not been, and will not be,
registered with the Brazilian Securities Commission (Comissao de Valores Mobiliarios — CVM), and must not be offered or sold in Brazil except in circumstances which do not constitute
a public offering or distribution under Brazilian laws and regulations. Any public offering, placement or distribution, as defined under Brazilian laws and regulations, of securities in Brazil,
is not legal without prior registration under Law No. 6,385 of December 7, 1976, as amended. Documents relating to the offering of the Nordea 1, SICAV, as well as information contained
therein, must not be supplied to the general public in Brazil (as the offering of the Nordea 1, SICAV is not a public offering of securities in Brazil) or used in connection with any offer for
subscription or sale of the Nordea 1, SICAV to the general public in Brazil. Investors within Brazil should consult with their own counsel as to the applicability of these laws and regulations
or any exemption there from. Source (unless otherwise stated): Nordea Investment Funds S.A. Unless otherwise stated, all views expressed are those of Nordea Investment Funds S.A.
This document may not be reproduced or circulated without prior permission. Reference to companies or other investments mentioned within this document should not be construed as
a recommendation to the investor to buy or sell the same but is included for the purpose of illustration. The level of tax benefits and liabilities will depend on individual circumstances and
may be subject to change in the future.
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