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Bringing sustainable
thematic investing to

fixed income

There is a lot more bond markets can do to support sustainable investing
than purely targeting ESG labelled bonds. Thematic allocations can help
investors capture global sustainability megatrends through investing in

conventional bonds.

Sustainable thematic investments are rare in
mainstream bond investing. However, the recent
surge in demand for environmental, social and
governance (ESG) labelled bonds, such as green and
sustainability bonds, illustrates that positive impact
investing is alive and well in this space.

However, these markets are still in the early stages of
their development, with demand outstripping supply.
This means yields are low and pricing is not optimal
compared to other bond sectors. Furthermore,
diversification can be challenging with issuance
limited to certain sectors. Ultimately, whilst the ESG
labelled issuance market should continue to grow
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materially, the reality is that the scale and urgency of
the global sustainability challenge means we need to
expand our focus. Specificially, we believe investors
should not limit themselves to bond ‘labels’ - they can
also invest in conventional bonds to expand their
universe and support companies making a positive
contribution to sustainability themes.

Investing with positive intent

In private markets, impact investing’ strategies focus
on sustainability themes based on the concept of
‘additionality’ - the idea that an investment must
increase the quantity or quality of an outcome
beyond what would have been produced otherwise.

e

For professional
investors only

PUBLISHED
May 2021

READ TIME
10 minutes

The scale

and urgency

of the global
sustainability
challenge
means we need
to expand our
focus.

PAGE 1



BRINGING SUSTAINABLE THEMATIC INVESTING TO FIXED INCOME

Because liquid corporate debt investment is
primarily conducted in the secondary market,
investors' ability to directly influence the allocation of
capital is limited.

However, this does not mean bond investors cannot
support companies aiming to have a positive impact
on the world. We believe there is a legitimate case to
be made for evolving the definition of what qualifies
as impact investing, and that public markets can
deliver impact and a financial return within fixed
income beyond primary or private markets.

We have launched the BlueBay Impact-Aligned Bond
Fund to help clients invest in companies supporting
positive sustainability themes, such as social
inclusion and sustainable consumption. Strategies
such as this can harness the financial upside from
global megatrends, such as renewable energy, the
“circular economy” and societal inclusivity.

Portfolio managers Tom Moulds, My-Linh Ngo and
Harrison Hill, supported by our highly experienced
team of fixed income analysts, identify companies
and assets aligned to these themes with the aim of
achieving a financial return in tandem with positive
non-financial outcomes.

Proactively investing with intentionality like this
involves not only identifying the winners from
the global environmental and social megatrends,
but also avoiding the losers. This means robust

and thorough analysis of the first-, second- and
third-order effects of these trends to highlight the
companies that are likely to face increasing costs
of capital over the long term and a lower credit
rating.

Responsibible stewardship and
reporting on positive contribution

Measuring the positive contribution we are looking
to make is a crucial aspect of assessing the success
of an impact-aligned strategy. The BlueBay Impact-
Aligned Bond Fund will report regularly on how the
portfolio and its investments are performing on a
range of relevant ESG metrics.

Engagement is also a part of our team’s ongoing
investment monitoring process. Efforts will range
from better understanding the positive impact
companies make through their impact reporting, to
gaining insights into how they are positioning their
businesses to seize market opportunities, as well
as ensuring they are taking a responsible approach
to management practices. Speaking directly to the
companies to which we are lending helps them
understand our ESG expectations and allows us to
report effectively back to our investors.

The BlueBay Impact-Aligned Bond Strategy is the
latest innovation in ESG investing for bond markets.

ESG no longer has to be a'nice to have' exposure as
part of a satellite investment - it can make up part of

your core portfolio.
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This document may be produced and issued by the following entities: in the European Economic Area (EEA), by BlueBay Funds Management Company S.A. (the ManCo),
which is regulated by the Commission de Surveillance du Secteur Financier (CSSF). In Germany and ltaly, the ManCo is operating under a branch passport pursuant to
the Undertakings for Collective Investment in Transferable Securities Directive (2009/65/EC) and the Alternative Investment Fund Managers Directive (2011/61/EU). In
the United Kingdom (UK) by BlueBay Asset Management LLP (BBAM LLP), which is authorised and regulated by the UK Financial Conduct Authority (FCA), registered
with the US Securities and Exchange Commission (SEC) and is a member of the National Futures Association (NFA) as authorised by the US Commodity Futures Trading
Commission (CFTQ). In United States, by BlueBay Asset Management USA LLC which is registered with the SEC and the NFA. In Switzerland, by BlueBay Asset Management
AG where the Representative and Paying Agent is BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich, Switzerland. The place of
performance is at the registered office of the Representative. The courts of the registered office of the Swiss representative shall have jurisdiction pertaining to claims in
connection with the distribution of shares in Switzerland. The Prospectus, the Key Investor Information Documents (KIIDs), where applicable, the Articles of Incorporation
and any other document required, such as the Annual and Semi-Annual Reports, may be obtained free of charge from the Representative in Switzerland. In Japan, by
BlueBay Asset Management International Limited which is registered with the Kanto Local Finance Bureau of Ministry of Finance, Japan. In Australia, BlueBay is exempt
from the requirement to hold an Australian financial services license under the Corporations Act in respect of financial services as it is regulated by the FCA under the
laws of the UK which differ from Australian laws. In Canada, BBAM LLP is not registered under securities laws and is relying on the international dealer exemption under
applicable provincial securities legislation, which permits BBAM LLP to carry out certain specified dealer activities for those Canadian residents that qualify as “a Canadian
permitted client”, as such term is defined under applicable securities legislation. The BlueBay group entities noted above are collectively referred to as “BlueBay” within
this document. The registrations and memberships noted should not be interpreted as an endorsement or approval of BlueBay by the respective licensing or registering
authorities.

To the best of BlueBay's knowledge and belief this document is true and accurate at the date hereof. BlueBay makes no express or implied warranties or representations
with respect to the information contained in this document and hereby expressly disclaim all warranties of accuracy, completeness or fitness for a particular purpose.
Opinions and estimates constitute BlueBay judgment and are subject to change without notice. The document is intended only for “Professional Clients” and "“Eligible
Counterparties” (as defined by the Markets in Financial Instruments Directive (“"MiFID") or the FCA); or in Switzerland for “Qualified Investors”, as defined in Article 10 of
the Swiss Collective Investment Schemes Act and its implementing ordinance, or in the US by “Accredited Investors” (as defined in the Securities Act of 1933) or “Qualified
Purchasers” (as defined in the Investment Company Act of 1940) as applicable and should not be relied upon by any other category of customer.

In the United States, this document may also be provided by RBC Global Asset Management (U.S.) Inc. (‘RBC GAM-US"), an SEC registered investment adviser. RBC Global
Asset Management (RBC GAM) is the asset management division of Royal Bank of Canada (RBC) which includes BBAM LLP, RBC GAM-US, RBC Global Asset Management
(Asia) Limited and RBC Global Asset Management Inc., which are separate, but affiliated corporate entities.

To the best of BlueBay's knowledge and belief this document is true and accurate at the date hereof. BlueBay makes no express or implied warranties or representations
with respect to the information contained in this document and hereby expressly disclaim all warranties of accuracy, completeness or fitness for a particular purpose.
Opinions and estimates constitute our judgment and are subject to change without notice Past performance is not indicative of future results. No part of this document
may be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, in whole or in part, for any purpose in any manner without the
prior written permission of BlueBay. Copyright 2021 © BlueBay, is a wholly-owned subsidiary of RBC and BBAM LLP may be considered to be related and/or connected
to RBC and its other affiliates.® Registered trademark of RBC. RBC GAM is a trademark of RBC. BlueBay Funds Management Company S.A,, registered office 4, Boulevard
Royal L-2449 Luxembourg, company registered in Luxembourg number B88445. BlueBay Asset Management LLP, registered office 77 Grosvenor Street, London W1K 3JR,
partnership registered in England and Wales number OC370085. The term partner refers to a member of the LLP or a BlueBay employee with equivalent standing. Details
of members of the BlueBay Group and further important terms which this message is subject to can be obtained at www.bluebay.com. All rights reserved.
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