T.RowePrice’

INVEST WITH CONFIDENCE

Q&A
Impact investing:
iInvesting in an era of change

Helen Ford In this Q&A, Helen Ford, Head of Investment Specialist Group

Head of Investment questions Hari Balkrishna, Portfolio Manager on our approach

Specialist Group to impact investing, and the opportunities and challenges that
lie in this increasingly popular asset class.

Hari Balkrishna

Portfolio Manager ‘I believe we are entering a period when there
will be a strong relationship between positive
impact and outperformance of the market.”
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Helen Ford: Hari, what is your philosophy around
impact investing and how can you make a
difference as a public equities impact manager?

Hari Balkrishna: At T. Rowe Price, when we are investing in impact,
we are looking for positive environmental and social impact, as well
as positive financial return potential.

We start with a notion of materiality, every investment that we look at
should have impact that is material to its business model. Typically,
we look for the majority of revenues to come from one of our three
impact pillars: climate and resource impact, social equity and quality
of life, and sustainable innovation and productivity.

Secondly, we are focused on measurability. At the outset of the
investment, we want to assess what key performance indicators

we are going to hold our impact investments to. For instance, if we
invest in renewable energy, we are considering megawatt hours of
renewable energy generated by the company and the CO2 avoided
as a consequence.

The third aspect is additionality, which is especially important as a
public equities asset manager. Alongside investing in companies
which are creating additional impact as a direct consequence of their
actions, we aim to be additional through our stewardship program,
which includes company engagement and a custom proxy voting
policy. We use proxy voting as a mechanism to express our impact
policy and we actively engage with companies on impact issues. In
our view, active engagement is a key attribute of how you can make
a difference as a public equities impact manager in the ultimate
delivery of impact.

The fourth aspect of our impact charter is resilience. We aim to
create a strategy that embeds risk control, breadth of ideas and does
not represent just the historic factor of ESG. We do this by looking
forward, embracing and capturing change and making sure our
impact pillars cascade multiple different sectors and geographies.
With a global and future insights driven perspective, we believe

we can partner with clients to target positive impact while creating
an approach that seeks to embed resilience to stock specific and
cyclical shocks, which are part of equity investing.

Helen Ford: What do you think about impact
opportunities? There are some obvious areas
such as renewables and healthcare, but what
other areas excite you and are attractive from

an impact perspective?

Hari Balkrishna: When we talk about resilience in our impact
portfolios, it really is about looking for impact beyond the obvious.
There is a range of different areas of the market that we feel embed
a lot of underappreciated impact. Under our first pillar - climate and
resource impact - we can clearly find impact in companies reducing
greenhouse gases as part of their future business plans. Renewable
energy is a well-known area, many industrials also enable other
companies in their de-carbonization journey. Examples include
industrial gases companies solving for our future carbon capture and
green hydrogen needs. Outside of our energy transition, companies
that promote healthy ecosystems and enable the circular economy
we need to establish are other areas where we find meaningful and
less well understood impact today.

Social equity and quality of life is our second pillar. Within this area,
we are focused on companies that can enable social inclusion
through financial inclusion, both in emerging and developed markets.
This pillar also incorporates improving health outcomes. Here, we
look for companies within the Healthcare ecosystem which improve
the pace of innovation, reduce costs, or meaningfully change patient
outcomes. Within improving quality of life, which is our third sub pillar
within social equity and quality of life, we are focused on companies
which improve physical fithess, mental fitness, and aid personal

and cybersecurity.

Our final pillar, which is sustainable innovation and productivity,
targets companies, which have innovated in technological solutions
that solve for a social or environmental problem. This includes
semiconductor companies that allow for education, technology,
healthcare innovation, and digital innovation to exist, as well

as companies engaged in smart city infrastructure or smart
manufacturing business models. We look beyond the obvious to find
positive impact opportunities across areas of the market where the
future impact is yet to understood or priced correctly by investors.

“In our view, active engagement is a key attribute of
how you can make a difference as a public equities
impact manager in the ultimate delivery of impact.”
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Helen Ford: While it is clear that driving
impact is important, what are the challenges
around impact measurement and how do you
overcome those challenges?

Hari Balkrishna: To be clear, the starting point of imperfect data
collection means that measuring impact is at times challenging.

The approach we take at T. Rowe Price is to take a stock-by-stock
approach to the impact assessment and the impact measurement,
and that happens at two levels. Before we make the investment, we
use the Impact Management Project’s five dimensions of impact
framework. We assess; what the strategic goal of the impact is, who
is getting affected by the impact, the scale, the depth, and the impact
risk. Importantly, we also try and identify a key performance indicator
that we can actually hold these companies to on an annual basis.

After the investment, we measure impact by using the theory of
change framework. We look at inputs, activities, outcomes, and
outputs, and assess the impact against the key performance
indicators that we ascertained at the outset of the investment. This
is important as it allows us to track the impact performance against
our impact thesis. While time-consuming and complex, this analysis
is backed up by data, internal research, as well as scientific and
academic work where it helps to refine impact measurement.

“We look at inputs, activities, outcomes,
and outputs, and assess the impact
against the key performance indicators
that we actually came up with at the
outset of the investment.”

One of the easiest ways to assist impact measurement would be to
improve data availability in order to develop common and widely
accepted frameworks within the industry. Therefore, part of our role
over time will be to engage with companies to improve data
disclosure. In the meantime, we can use aggregate measures relating
to emissions and carbon intensity in many industries to understand
where positive impact leads to CO2 mitigated. Environmental
disclosure has improved a lot in recent years and will likely continue
to improve to allow impact managers greater accuracy in

their measurement.

Helen Ford: How do you go about balancing
delivering impact and financial performance?

Hari Balkrishna: If you invest in companies delivering positive
environmental and social impact, we believe this is typically going

to focus your investment process on stocks on the change from a
consumer preference, regulatory and industry growth perspective.
Many of these companies will have an opportunity to capture better
top line and bottom line growth prospects than the broader market. If
we are able to identify these stocks at a reasonable entry point and at
a reasonable valuation, our view is that this is a very solid start point
with respect to potential outperformance of the market. Ultimately, my
view is that over the long-term, positive impact opportunities should
outperform the market.
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Important Information

This material is being furnished for general information 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 orin 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 materials 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 in Australia by T. Rowe Price Australia Limited (ABN: 13 620
668 895 and AFSL: 503741), Level 50, Governor Philip Tower, 1 Farrer Place,
Suite 50B, Sydney, NSW 2000, Australia. For Wholesale Clients only.

Canada - Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price
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China - This material is provided to specific qualified domestic institutional investor
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or sale of, the shares will be made in the People’s Republic of China (“PRC")
(which, for such purpose, does not include the Hong Kong or Macau Special
Administrative Regions or Taiwan) or by any means that would be deemed public
under the laws of the PRC. The information relating to the strategy contained
in this material has not been submitted to or approved by the China Securities
Regulatory Commission or any other relevant governmental authority in the PRC.
The strategy and/or any product associated with the strategy may only be offered
or sold to investors in the PRC that are expressly authorized under the laws and
regulations of the PRC to buy and sell securities denominated in a currency other
than the Renminbi (or RMB), which is the official currency of the PRC. Potential
investors who are resident in the PRC are responsible for obtaining the required
approvals from all relevant government authorities in the PRC, including, but not
limited to, the State Administration of Foreign Exchange, before purchasing the
shares. This document further does not constitute any securities or investment
advice to citizens of the PRC, or nationals with permanent residence in the PRC,
or to any corporation, partnership, or other entity incorporated or established in
the PRC.

DIFC - Issued in the Dubai International Finance Centre by T. Rowe Price
International Ltd. This material is communicated on behalf of T. Rowe Price
International Ltd. By its representative office which is regulated by the Dubai
Financial Services Authority. For Professional Clients only.

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

Hong Kong - Issued in Hong Kong 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.

Indonesia - This material is intended to be used only by the designated
recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no
circumstances should the material, in whole or in part, be copied, redistributed
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