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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 environmental, social, and governance 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. It covers around 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 (i.e. number of accidents, carbon emissions, strength of whistle-blower 
programs);  

- ESG targets (i.e. plans to reduce carbon emissions, increase diversity, etc.)  
- ESG incidents and controversies (i.e. 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. ESG considerations can influence positioning on both the positive and the negative side. 

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, influencing 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. 
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Inner Mongolia Yili (4th Quarter 2022 Engagement) 

Focus Environmental, Social 

Company 
Description Inner Mongolia Yili (Yili) is a leading dairy company in China. 

Engagement 
Objective 

We engaged with Yili to discuss a range of ESG issues, including emissions and water usage 
disclosures, raw material sourcing, supply chain management, and sustainable packaging. 

Participants 
From Yili: ESG representatives (2); Manager, Investor Relations 

From T. Rowe Price: Equity Analyst, Responsible Investing Analyst 

Engagement 
Outcome 

We engaged with Yili to encourage disclosure on several items, including scope 3¹ emissions 
and short-term emissions reduction targets, water usage data and reduction targets, and 
sustainable packaging targets. We also sought to understand the demand for plant-based 
and organic products in China and Yili’s view of its role in supporting access to nutrition 
among underprivileged groups.  

Most of Yili’s environmental footprint comes from its supply chain (i.e., dairy farms) where 
there is limited environmental and social management in place. More than 90% of the 
company’s emissions are scope 3, for which disclosure is unavailable. Yili said it is working 
with its suppliers on emissions reduction. Yili has set long-term carbon-neutral goals, but its 
interim goals are internal, and reporting of greenhouse gas emissions data is not 
comprehensive, which means we cannot effectively assess the credibility of the company’s 
long-term goal to be carbon neutral (including scope 3) by 2050 given a lack of near-term 
goals and the difficulty in decarbonizing the dairy industry.  

Yili works closely with its dairy suppliers, and we found evidence that it is exploring 
environmental initiatives (e.g., feed alternatives for cows to reduce emissions), though these 
are in the early stages. About 17% of its manufacturing sites are in water-scarce regions, and 
the company has not disclosed the results of water risk intensity assessments of its 
operations and those of its suppliers. We encouraged Yili to disclose its water usage data and 
reduction targets and the results of its risk assessments. The company has set 2025 goals 
related to sustainable packaging and is working with its main packaging supplier, but 
currently does not have disclosure on these activities. We encouraged Yili to disclose its 2025 
goals in more detail.  

Within the social pillar, we learned that Yili is seeing double-digit growth in demand for 
organic products after the pandemic and is working with upstream farms to ensure they are 
organically certified. Plant-based products growth has been surprisingly slow, however. The 
company has established the Yili Nutrition 2030 Program to support underprivileged 
children’s access to nutrition and works with the Red Cross Foundation to donate its products 
and provide nutrition education. 

The engagement allowed us to request improved ESG disclosure in several areas and 
provide best practices on target setting.      

 
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.  T. Rowe Price may have ongoing business and/or client relationships with the 
companies mentioned in this report.
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Holcim (4th Quarter 2022 Engagement) 

Focus Environmental, Governance 

Company 
Description 

Holcim is a Swiss producer of building materials (cement, ready-mix concrete, and 
aggregates). 

Engagement 
Objective We engaged with Holcim to discuss the company’s decarbonization strategy. 

Participants 
From Holcim: Chief Executive Officer, Head of Investor Relations 

From T. Rowe Price: Equity Portfolio Managers (2), Equity Analysts (3), Responsible 
Investing Analyst 

Engagement 
Outcome 

We engaged with Holcim to provide feedback on its decarbonization strategy and to discuss 
legal proceedings.  

Holcim has targeted to be net zero by 2050 and aims to reduce its emissions intensity 21% 
by 2030. The company is the first cement producer to have a Science-Based Targets 
initiative-certified emission reduction target. Holcim’s decarbonization strategy rests on two 
pillars: decarbonizing its products (i.e., cement, aggregates) and expanding into building 
products with more favorable ESG characteristics. The company’s green products, which 
feature a lower carbon footprint and higher recycled content, have been very successful to 
date.  

While carbon capture and storage (CCS) is crucial for Holcim and the industry to achieve net 
zero, the company’s chief executive stressed that CCS is the last step in decarbonization and 
that changing the raw materials and other inputs is the first step. Moreover, he believes that a 
30% to 50% reduction in carbon dioxide is possible before even needing CCS. One way to 
lower carbon intensity is to lower the clinker ratio in cement. Holcim’s chief executive believes 
that a clinker ratio of 50% is technically possible, but building regulations need to be updated 
to allow this. He noted that the company’s investments in decarbonization have a high return, 
given the high carbon price in the European Union.  

Holcim bought Lafarge in 2015 after the French company pleaded guilty to U.S. charges for 
aiding terrorist organizations. Lafarge agreed in October 2022 to pay USD 777.8 million in 
fines and forfeiture for providing material support to the Islamic State in Syria to keep a 
cement plant running. Regarding Holcim’s legal problems, the chief executive said he was 
pleased that the investigation was resolved. The U.S. Department of Justice found that 
Holcim’s compliance programs were excellent and required no further monitoring and that no 
Holcim employees or executives were involved in the payments to terrorist organizations. The 
company also faces criminal charges in France. 

The engagement allowed us to provide feedback on ESG topics. We are pleased that the 
company resolved the U.S. criminal charge its Syria operations face that it inherited with the 
Lafarge acquisition and will continue to monitor the legal proceedings in France.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
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 may have ongoing business and/or client relationships with the 
companies mentioned in this report.
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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. Volatility - The performance of the fund has a risk of high volatility. 
 
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. 

 
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. 
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. 
© 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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