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KEY INSIGHTS

= Impact investing aligns the interests of stakeholders, including shareholders,
fiduciaries, and listed corporates, to pursue positive social or environmental outcomes.

Hari Balkrishna

Portfolio Manager,
Global Impact Equity Strategy

= |t involves directing capital toward desired impact outcomes and integrates
impact-oriented company engagement, proxy voting, and a commitment to
actively influence via the ownership and engagement feedback loop.

= |mpact measurement is a separate and more complex discipline than performance
measurement, but we believe that businesses addressing social and environmental

needs, with a defined and sustainable business model, put themselves in an
advantaged position to meet required impact and return thresholds.

mpact investing brings a nonfinancial

dimension to the investment

process—a values-based approach
that seeks positive environmental and/
or social impact as part of distinct
performance targets. While originally
the domain of private investors, we
believe the potential to capture and
create impact in public equity markets
has broadened tremendously over the
past decade.

This is largely a function of a growing
urgency and demand for solutions

to the pressing needs of society. The
willingness of investors to supply capital
to those businesses recognizing these
needs has in effect created the potential
to invest for impact in public markets,
with greater scale and liquidity and

on a truly global basis. Within public
equity markets, understanding impact
fundamentals and how companies are

contributing to positive outcomes is
crucial for shaping a credible portfolio.
Understanding traditional fundamentals,
including valuation and the persistence
and durability of a business, is also key
to ensuring that a portfolio performs
financially, while contributing to change
an investor wants to evidence.

Here, Hari Balkrishna discusses the
essential elements that underpin
the materiality of impact within an
investment strategy.

Q. Can public equity investing really
make an impact on key environmental
and social concerns, especially when
compared with private investing?

I think public markets are essential
to achieving the collective goals of
society. In its purest form, supplying
new capital to an entity that could
not otherwise access capital to

While originally
the domain of
private investors,
we believe the
potential to
capture and create
impact in public
equity markets
has broadened
tremendously over
the past decade.
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We aspire to be

a partner to our
clients, using our
full breadth of ideas
to harvest both
impact and alpha
over the long term...

generate its intended positive impact

is the origin of impact investing. While
impact investing has deep roots

in private capital and philanthropy,
solving for today’s elevated and global
environmental and social pressure
points demands a complementary
approach. In public equity markets, this
means understanding, addressing, and
aligning the interests of stakeholders—
including shareholders, fiduciaries, and
listed corporates—to capture, accelerate,
and pursue positive outcomes.

While we understand and have engaged
in the private versus public capital
argument, we disagree that impact
investing is purely a private-equity
market domain. This is in line with the
Global Impact Investing Network’s
definition of impact investing, albeit
within high standards of intentionality,
materiality, measurement, and
additionality, which are clearly stated as
requirements to be an impact investor.

Supplying new equity or debt capital to
businesses to accelerate their impact
profile is one fundamental opportunity
that should present itself within public
equity markets, while additionality

has clear roots in engagement with
corporates to further the positive impact
of a business.

Given the magnitude of the world’s
environmental and social challenges,
we believe that private markets alone
will not suffice to build the required
solutions to the very real and very
complex friction points that exist for
our planet and our global community.
To match the magnitude of the

issue with a magnitude of response,
governments, capital owners, and
asset managers must work together to
incentivize and align listed businesses
with better practices. Impact investing
is one way to do this by adding a
perspective into the investment process
directed at the broader consequences
of a business’s operations.

While we are early in this journey, we
truly believe that being on the right side
of change with respect to the focus on
the true impact of a business will be
crucial within private-equity and public
equity portfolios alike.

Q. How do you make a
difference for clients as an
impact investment manager?

We aspire to be a partner to our clients,
using our full breadth of ideas to
harvest both impact and alpha over
the long term, while managing for risk,
given challenging times, will invariably
come to our natural habitat of investing.

Impact investing has grown
tremendously in recent years, and we
do not believe there needs to be a
sacrifice of return potential in order to
implement a values-based approach.
This is directly linked to how positive
environmental and social outcomes are
becoming more measurable, which in
turn is being reflected in the economic
potential of a business.

Part of my role as an impact manager
is helping individuals and institutions
make sense of what's happening in the
world around us and how that could
manifest into risks and opportunities
within investment portfolios. For
example, as the environmental costs
of climate change accelerate, planning
for the future and thinking about
climate mitigation can genuinely help a
company’s bottom line.

As businesses become more
conscious and active in aligning
capital with the economic returns that
can legitimately flow from addressing
environmental or social tensions,

| expect opportunities to grow. That

is important because breadth is a

key foundation of consistency and
meeting the return objectives of impact
investing. In short, we are in an era of
growth with respect to the opportunity
set of impact stocks.
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As a truly global
asset manager, we
are ready to supply
new capital to areas
of target impact.

However, in the same way that our
environmental sustainability journey
requires resilience, commitment,
iteration, and imagination, so too will
the journey of investing for impact,
with a deep analysis and a long-term
belief system acting as a core driver of
decision-making.

Q. How does an investment manager
contribute to positive impact?

Impact is achieved within an investment
portfolio in more ways than simply
owning and capturing the economics and
activities of certain types of companies.

It involves directing fresh capital toward
desired impact outcomes, alongside
impact-oriented company engagement,
proxy voting, and the associated
influence feedback loop.

As a starting point, it is important to
screen companies from an impact lens
for both materiality and measurability

of the desired outcome. This requires
an understanding of a business in the
context of a defined impact framework
expressing clear principles and intentions
and identifying businesses that are

best in class. For us, this is driven by a
combination of evaluating a company’s
current and future operations and the
alignment of earnings or revenues

with the United Nations Sustainable
Development Goals (UN SDGs), with

a holistic perspective on a business,
using the five dimensions of impact
framework.! We use the word “future”
very deliberately, given the rapid evolution
of many businesses and the need to look
forward from the starting point of today’s

well-known and understood fundamentals.

Our investment process embeds

clear principles of materiality and
measurability and forms the basis for
identifying positive impact for clients.
However, we also aim to be additional in

the outcomes we create and accelerate
through engagement and voting.

As a truly global asset manager, we are
ready to supply new capital to areas

of target impact. We will also use our
position of ownership to enter into
dialogues with companies where we can
see the potential to accelerate the good
aspects of their operations, while helping
to mitigate the negative externalities

that naturally exist even in the purest

of business operations. Change will

take time and require resilience, but

this is consistent with many aspects of
successful long-term investing.

Q. How does your portfolio differ
from the theme/factor of ESG,
sustainability, or even impact?

It is important to distinguish that impact
investing is not environmental, social,
and governance (ESG) integration, and
it is also a different discipline from
sustainable investing. It does, however,
incorporate both but also takes a step
further. In any era of rapid change, it is
important to blend an understanding of
the historic factor of a company’s impact
with the future footprint of a business, in
both impact and economic terms.

Impact investing in public equity

markets lives in the same domain as
other styles of investing. We do not
believe there needs to be a sacrifice

of return potential, and we believe

the opportunity set is unrecognizable
from a decade ago. However, impact
investing backed by stock-picking
outcomes requires equal if not greater
levels of due diligence in research to
avoid excessive concentration, crowding,
and disappointment. In our view, a
forward-looking perspective, a stable and
expert research foundation, and a good
level of imagination will be key features of
successful investment processes.

" Five dimensions of Impact Framework: We use the Five Dimensions of Impact framework to carry out impact due diligence of a given stock. This
framework provides a comprehensive assessment of the impact of a company, which is analyzed across five dimensions: What outcome is occurring
in the period?, Who experiences the outcome?, How Much of the outcome is occurring (scale, depth and duration)?, Contribution—would this
change likely have happened anyway? and Risk—What is the risk to people and planet if impact does not occur as expected?
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Positioning by Impact Pillar and Sub-pillar
Global Impact Equity Representative Portfolio
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The representative portfolio is an account in the composite we believe most closely reflects current portfolio management style for the strategy. Performance is

not a consideration in the selection of the representative portfolio. The characteristics of the representative portfolio shown may differ from those of other accounts
in the strategy. The GIPS® Composite Report is available upon request.

Source: T. Rowe Price uses a proprietary custom structure for impact pillar and sub-pillar classification.

Cash weight was 3.2% as at January 31, 2023.

We start at the bottom-up level in all we
do, blending the best of our fundamental
research with the impact insights created
by our responsible investment team.
Given the breadth of the opportunity set,
we apply breadth of ownership, which
originates from our global nature and
global research capabilities.

We appreciate that many clients may
wish to focus on certain themes within
the spectrum of impact, but we believe
there are benefits in a degree of
breadth and long-time horizon that we

provide. Ultimately, success will depend
on expert knowledge of bottom-up
stock fundamentals, including the next
generation of impact-oriented private
companies that are expected to come
to market over the next decade.

To give more detail, we use a
decision-making structure based

on three impact pillars (Climate and
Resource Impact, Social Equity

and Quality of Life, and Sustainable
Innovation and Productivity) and eight
sub-pillars, so we can maintain breadth
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The challenge for
the industry is that
impact investing
lives in a complex
world of risk and
opportunity—one
of great change
and disruption.

of impact and objectively manage
position size. This approach is one
of the stages we undertake in impact
assessment, in this case identifying
current and future revenue alignment
with the desired future impact we are
targeting. We believe looking forward
is one of the key components that
differentiates an index with a future
outcome, a crucial aspect of successful
impact investing.

Aside from the decision-making
framework, we are also very conscious
of the need to openly communicate
stock selection decisions and impact
outcomes to our clients. By looking

at a portfolio through the lens of a
business’s operations and alignment
with the UN SDGs, our approach goes
some way to redefining the portfolio
along the lines of impact we are
seeking to capture, and clients desire
evidence of that.

Q. How do you approach the
challenge of data and measurement
in the impact sphere?

With a forward-looking perspective
and a combination of aggregate
analysis where it makes sense, along
with individual and holistic analysis
where it does not. To be clear, data

to measure impact today remain
incomplete, while common standards
of impact measurement have not been
developed on a par with performance/
returns analysis. This makes impact
measurement inescapably complex.

In an environmental dimension, we

are seeing strong and positive change

in disclosure that is allowing for better
measurement of environmental

impact. In a social dimension, our key
communication tool will need to focus on
singular impact intentions and outcomes
versus those intentions, in both discreet
and compounded time horizons. The
mechanism of any good impact manager
to communicate successes and failures
will be through the annual impact report
attaching to any strategy.

Any system that relies solely on historic
data is only part of the perspective you
need to measure and capture impact.
This is, at times, a strong debating point
because evidence is important in the

field of impact investing, as clients invest
based on values they expect to be upheld.

The challenge for the industry is that
impact investing lives in a complex
world of risk and opportunity—one

of great change and disruption. The
solution for us is to be a good partner
and contribute to innovation in the field
of impact measurement and reporting,
helping clients navigate this journey with
the data and trust they need. Leveraging
multiple dimensions of our research
expertise (both responsible and
fundamental) while investing for clients
in the field of responsible investing and
impact reporting will, we believe, be a
real advantage over the long term.
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Risks—the following risk is materially relevant to the portfolio:

Country (China)—Chinese investments may be subject to higher levels of risks such as liquidity, currency, regulatory and legal
risks due to the structure of the local market.

Currency—Currency exchange rate movements could reduce investment gains or increase investment losses.
Emerging markets—Emerging markets are less established than developed markets and therefore involve higher risks.
Small and mid-cap—Small and mid-size company stock prices can be more volatile than stock prices of larger companies.

Stock Connect—Stock Connect is subject to higher regulatory, custody, and default risks as well as liquidity risk and
quota limitations.

General Portfolio Risks:
Equity—Equities can lose value rapidly for a variety of reasons and can remain at low prices indefinitely.

ESG and sustainability—ESG and Sustainability risk may result in a material negative impact on the value of an investment and
performance of the portfolio.

Geographic concentration—Geographic concentration risk may result in performance being more strongly affected by any
social, political, economic, environmental or market conditions affecting those countries or regions in which the portfolio’s assets
are concentrated.

Hedging—Hedging measures involve costs and may work imperfectly, may not be feasible at times, or may fail completely.
Investment portfolio—Investing in portfolios involves certain risks an investor would not face if investing in markets directly.
Management—Management risk may result in potential conflicts of interest relating to the obligations of the investment manager.
Market—Market risk may subject the portfolio to experience losses caused by unexpected changes in a wide variety of factors.

Operational—Operational risk may cause losses as a result of incidents caused by people, systems, and/or processes.
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T. Rowe Price focuses on delivering investment management
excellence that investors can rely on—now and over the long term.

T.RowePrice’

Important Information

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any
nature, including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended
to seek independent legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates,
Inc. and/or its affiliates receive revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance.
The value of an investment and any income from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any
jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’
accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject
to change without notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the
material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is
provided upon specific request. It is not intended for distribution to retail investors in any jurisdiction.

Australia—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place, Sydney NSW
2000, Australia. For Wholesale Clients only.

Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to Accredited
Investors as defined under National Instrument 45-106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment
management services.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd which is regulated by the Dubai Financial Services Authority as a
Representative Office. For Professional Clients only.

EEA—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.a r.l. 35 Boulevard du Prince Henri L-1724
Luxembourg which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

Hong Kong—Issued by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong Limited is
licensed and regulated by the Securities & Futures Commission. For Professional Investors only.

New Zealand— Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place, Sydney
NSW 2000, Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New Zealand,
nor may any offering document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is
no contravention of the Financial Markets Conduct Act 2013.

Singapore—Issued by T. Rowe Price Singapore Private Ltd. (UEN: 201021137E), 501 Orchard Rd, #10-02 Wheelock Place, Singapore 238880. T. Rowe Price
Singapore Private Ltd. is licensed and regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only.

Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. For Qualified Investors only.

UK—This material is issued and approved by T. Rowe Price International Ltd, 60 Queen Victoria Street, London, EC4N 4TZ which is authorised and regulated by
the UK Financial Conduct Authority. For Professional Clients only.

USA—Issued in the USA by T. Rowe Price Associates, Inc., 100 East Pratt Street, Baltimore, MD, 21202, which is regulated by the U.S. Securities and Exchange
Commission. For Institutional Investors only.

© 2023 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/or apart,
trademarks of T. Rowe Price Group, Inc.
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