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RECENT COMPANY ENGAGEMENTS

We maintain a regular dialogue with the management teams of companies represented across the portfolio. Our investment-

driven engagement program frequently identifies targets through our proprietary RIIM analysis, governance screening and 

analysts’ fundamental research. While we engage with companies in a variety of different contexts, ESG engagement focuses 

on learning about, encouraging or exchanging perspectives on the environmental practices, corporate governance or social 

issues affecting their business.

While most of the meetings we hold with company managements will include some discussion of ESG topics, we differentiate 

meetings held with a heavy focus on ESG, meaning ESG issues were the sole items on the agenda or made up a meaningful 

part of the meeting. Agenda items are classified as “meaningful” when they take up a significant portion of the meeting or are a

significant factor in the investment case.

The following are selected examples of recent engagements with companies held in or considered for the portfolio. The 

examples are not meant to be representative of every engagement held, but to illustrate the types of ESG engagements we 

are having with the managements of our investment companies.

For professional clients only. Not for further distribution. 

ESG INTEGRATION APPROACH

• The Emerging Markets Discovery Equity Fund uses ESG integration as part of its investment process. This means 

incorporating environmental, social, and governance factors to enhance investment decisions. Emerging markets are 

teeming with value traps, which make it particularly important to incorporate ESG factors into our investment decision-

making as they help us avoid these value traps. Our philosophy is that ESG factors are a component of the investment 

decision—meaning that they are not the sole driver of an investment decision, nor are they considered separately from 

more traditional analysis. 

• The process of ESG integration takes place on two levels: first, with our research analysts as they incorporate ESG 

factors into company valuations and ratings, and second, with the portfolio manager as he balances these ESG factor 

exposures at the portfolio level. Both the analysts and the portfolio manager are able to leverage dedicated, in-house 

resources to assist in analyzing ESG criteria.

• Our ESG specialist teams provide investment research on ESG issues at the company level and on thematic topics. 

Additionally, they have built tools to help proactively and systematically analyze the environmental, social, and 

governance factors that could impact our investments. The foundation of the analysis is a proprietary flagging tool 

called the Responsible Investing Indicator Model (RIIM). It covers over 15,000 companies and pulls from data sets that 

are not in the wheelhouse of traditional financial analysis. These data sets include: 

- ESG performance data (e.g., number of accidents, carbon emissions, strength of whistle-blower programs, etc.); 

- ESG targets (e.g., plans to reduce carbon emissions, increase diversity, etc.) 

- ESG incidents and controversies (e.g., environmental fines paid, local community controversies/protests against a 

company, etc.) 

• Our approach to environmental and social factor integration is differentiated at the sector and industry levels, where our 

RIIM model helps us to determine the materiality of any given factor. Material ESG factors play an integral part in our 

risk/reward assessment of each company. Once all the factors have been assessed, the conclusions can influence 

whether to include or exclude the company or at what weight to add the company to the portfolio. Usually, ESG factors 

are considered as a component of the final investment decision.



SK Hynix (4th Quarter 2023 Engagement)

Focus Environment, Social

Company 

Description
SK Hynix (Hynix) is a South Korean semiconductor manufacturer. 

Engagement 

Objective

We engaged with the company to discuss its emissions reduction initiatives and management of water 

and human rights risks.

Participants

From Hynix: Investor Relations Team

From T. Rowe Price: Investment Analysts, Responsible Investing Analysts

Engagement 

Outcome

We engaged with Hynix to discuss several environmental, social, and governance (ESG)-related areas 

where we saw room for improvement. Although the company has a high-quality ESG strategy, we 

sought to offer our view on priority items and to encourage further development. Specifically, we wanted 

to encourage scope 3¹ targets and discuss the feasibility of scope 1 reduction and better interim 

renewable energy goals. We also sought to assess Hynix’s water stress exposure and discuss human 

rights risk in the supply chain. 

Regarding emissions, Hynix has an ESG team dedicated to scope 1 emissions, which mainly stem from 

process gases used for etching and other steps. The company has installed scrubbers, which break 

down the gases into forms with lower potential for global warming. The scrubbers operate at 90% 

efficiency, but Hynix aims to further increase this level. It is also exploring using other gases with lower 

global warming potential. For scope 2 emissions, electricity is Hynix’s biggest source of operational 

emissions. The company runs on 100% renewable energy in overseas operations but 29% groupwide 

due to the limited availability of renewable energy in South Korea. Hynix has set a 100% renewable 

energy target by 2050, but management does not want to set interim goals due to the low visibility of 

renewable energy developments domestically. For scope 3 emissions, management said it does not 

want to set any goals due to the low quality of its data. 

Hynix currently faces limited water risk, but the company’s Task Force on Climate-Related Financial 

Disclosures (TCFD) analysis revealed some production sites at risk of becoming water scarce in the 

future. Regarding human rights risk, Hynix has conducted over the past year a human rights assessment 

at its production facilities. For suppliers, the current human rights management includes a code of 

conduct and an online risk assessment. We would classify Hynix as high risk from a social standpoint 

given the company’s vast supply chain and regional exposure. Management said it performed audits for 

100 suppliers last year and has never found or removed a supplier due to human rights violations. Our 

view is that audits alone are insufficient and while educating suppliers is a valid approach, we are 

concerned about the lack of monitoring across the company’s supply chains. 

Overall, we were pleased with the level and pace of progress for Hynix on ESG matters. Going forward, 

we will monitor for Hynix to do the following over the next two years: seek innovation breakthroughs to 

raise scrubber efficiency and move to alternative process gases, make progress in establishing contracts 

with renewable energy suppliers and gradually increase domestic renewable energy share, work with 

suppliers to collect more accurate and credible scope 3 data disclosure and set scope 3 targets, and 

implement a more robust supply chain management process beyond a self-assessment questionnaire.   

1 Scope 1: direct emissions from owned or controlled sources; scope 2: indirect emissions from the generation of purchased 

electricity, steam, or cooling; scope 3: all other indirect emissions.

The specific securities identified and described do not represent all of the securities purchased, sold, or recommended for the 

OEIC sub-fund, and no assumption should be made that the securities identified and discussed were or will be profitable. 
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FirstRand (3rd Quarter 2023 Engagement)

Focus Environment 

Company 

Description
FirstRand is a South African financial services company. 

Engagement 

Objective
We engaged with FirstRand to focus on its climate strategy.

Participants

From FirstRand: Chief Risk Officer; Head of Investor Relations 

From T. Rowe Price: Responsible Investing Analyst

Engagement 

Outcome

We engaged with FirstRand to discuss its progress on its climate strategy and to make 

recommendations to bring it in line with global best practice. FirstRand is the only one of South Africa’s 

big four banks that measures and reports on its financed emissions, and it has a detailed client 

engagement strategy. However, target setting is one area where the bank lags its peers. We 

recommended FirstRand set financed emissions reduction targets that would align it with global best 

practice. 

FirstRand stands out for its detailed framework to assess the climate strategy and transition plans of its 

customers. The bank engaged with its top 100 corporate customers in 2022 and plans to expand this to 

the top 300 customers in 2023. It classifies its customers into different buckets (i.e., climate 

mature/progressed/aware/naïve) based on the credibility of their climate strategy and noted that the 

engagements have driven improvements in data quality. We provided several recommendations to align 

its engagement strategy with best practice. 

Regarding data quality, FirstRand is one of a small number of banks that report the financed emissions 

across the entire balance sheet. (Most developed markets banks report financed emissions linked to 

about 60% of the balance sheet, while the percentage for emerging markets banks is roughly 50%). 

However, FirstRand does not report on Partnership for Carbon Accounting Financials (PCAF) data 

quality scores. We recommended that it publish these scores for each sector to help understand how 

data quality has improved. 

FirstRand is ahead of its regional peers in setting targets but has no financed emissions reduction 

targets, an area in which it lags its global peers. The chief risk officer noted that this is something the 

bank is discussing but that the baseline and measurement progress will be impacted by business cycles. 

We gave examples of peers that have accounted for these concerns and recommended that the bank 

set financed emissions reduction targets for high-emitting sectors. 

The engagement allowed us to see FirstRand’s progress on its climate strategy and make several 

recommendations regarding disclosure and target setting. Looking ahead, we will monitor the bank to 

see if it progresses on the following: report on its escalation process for climate-naïve customers, report 

on the progress of its client engagement strategy, report PCAF data quality scores for sectors on the 

balance sheet, and set financed emissions reduction targets for high-emitting sectors. 

The specific securities identified and described do not represent all of the securities purchased, sold, or recommended for the 

OEIC sub-fund, and no assumption should be made that the securities identified and discussed were or will be profitable. 

T. Rowe Price Funds OEIC Emerging Markets Discovery Equity Fund As at 31 December 2023



ESG RIIM PROFILE

The T. Rowe Price Responsible Investing Indicator Model (RIIM) rates companies, governments and securitized assets in a 

traffic light system measuring their environmental, social, and governance profile and flagging issuers with elevated risks. For

certain types of investments, including, but not limited to, cash, currency positions, and particular types of derivatives, an ESG 

analysis may not be relevant or possible due to a lack of data. Where ESG considerations are integrated into the investment 

research process, we may conclude that other attributes of an investment outweigh ESG considerations when making 

investment decisions.

Portfolio Benchmark

No. of 

securities
% weight

No. of 

securities
% weight

 Green 52 70.0 904 69.3

 Orange 16 27.1 491 30.0

 Red 0 0.0 40 0.5

 Not in scope 0 0.0 5 0.2

 Not covered 0 0.0 0 0.0

 Cash 1 2.9 0 0.0

Total 69 100.0 1,440 100.0

 No/few Flags  ◼ Medium Flags   High Flags

The comparator benchmark of the Fund is the MSCI Emerging Markets Net Index. The manager is not constrained by the 

fund's benchmark, which is used for performance comparison purposes only. 

T. Rowe Price Funds OEIC Emerging Markets Discovery Equity Fund As at 31 December 2023



RISKS - The following risks are materially relevant to the fund (refer to prospectus for further details): 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. Country (Russia and Ukraine) - Russian and Ukrainian investments may be subject to higher 

risks associated with custody and counterparties, liquidity, market disruptions, as well as strong or sudden political risks.

Country (Saudi Arabia) - Saudi Arabian investments may be subject to higher operational and settlement risk 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. Style - Style risk may impact performance as different investment styles go in and out of favor depending on 

market conditions and investor sentiment.

General fund risks - to be read in conjunction with the fund specific risks above. Equity - Equities can lose value rapidly 

for a variety of reasons and can remain at low prices indefinitely. 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 fund's assets are concentrated. Hedging - Hedging measures involve costs 

and may work imperfectly, may not be feasible at times, or may fail completely. Investment fund - Investing in funds 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 fund 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.

ADDITIONAL DISCLOSURES

Source: MSCI. MSCI and its affiliates and third party sources and providers (collectively, “MSCI”) makes no express or 

implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained 

herein. The MSCI data may not be further redistributed or used as a basis for other indices or any securities or financial 

products. This report is not approved, reviewed, or produced by MSCI. Historical MSCI data and analysis should not be taken 

as an indication or guarantee of any future performance analysis, forecast or prediction. None of the MSCI data is intended to 

constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may 

not be relied on as such.
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IMPORTANT INFORMATION

The Funds are sub-funds of the T. Rowe Price Funds OEIC, an investment company with variable capital incorporated in 

England and Wales which is registered with the UK Financial Conduct Authority and which qualifies as an undertaking for 

collective investment in transferable securities (“UCITS”). Full details of the objectives, investment policies and risks are

located in the prospectus which is available with the key investor information documents in English, together with the annual

and semi-annual reports (together “Fund Documents”). Any decision to invest should be made on the basis of the Fund 

Documents which are available free of charge from the local representative, local information/paying agent or from authorised

distributors and via www.troweprice.com.

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 noted on the material 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.

UK – This material is issued and approved by T. Rowe Price International Ltd, Warwick Court, 5 Paternoster Square, London, 

EC4M 7DX which is authorised and regulated by the UK Financial Conduct Authority. For Professional Clients only.

©2024 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design 

are, collectively and/or apart, trademarks or registered trademarks of T. Rowe Price Group, Inc.
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