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&) BACKGROUND

Back in November 2022, MSCI marked a German automaker with a “red flag” in its social issue
category due to allegations of forced labour related to Uyghur employees at a joint venture
manufacturing plant in Xinjiang, China. The automaker commissioned an independent audit
performed by a Berlin-based auditor, which published results on December 6, 2023, confirming that
they found no indication of forced labour.

On December 12, 2023, MSCI upgraded the red flag on labour rights and supply chain issues to an
orange flag, in response to the positive audit. However, the following day, senior staff at the auditor
distanced themselves from the audit, posting on LinkedIn that very few team members within their
firm “participated, supported, or backed this projected.” The Founder and CEO of the auditing firm,
has stood by the results of this audit, stating that his assessment as project director of this audit
remains unchanged.

<> ENGAGEMENT FOCUS

We met with members of the automaker’s Investor Relations team and Management Board following
these updates in December 2023. During our discussion, we asked about the recent audit and the
subsequent distancing by members of the auditing team. The company confirmed that MSCl is
pleased with the audit process, and the automaker was in dialogue with MSCI prior to the audit and
ensured all required materials were included in the audit process.

In addition to the social issue category upgrade, the company was also upgraded from fail to watchlist
on the MSCI UN Global Compact Alignment assessment, which makes them eligible for certain ESG
indices that screen for these scores. Barclays has calculated that being on the fail list is worth 6 basis
points (bps) and the watchlist, 2bps. Barclays also believes the greenium is ~3bps on average for the
green bond market, but much higher at 10bps in the auto sector due to scarcity.
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2°> PROGRESS & MONITORING

This engagement increased our confidence in the company’s credit profile and the MSCI rating
upgrades regarding the labour issue helped improve demand, with investors bidding up the automaker’s
secondary bonds following the MSCI update. Our increased conviction allowed us to continue holding
our 3.875% Hybrids from this issuer which performed well post-upgrade, as well as invest in the new
4.75-year and 7.75-year bonds the company brought to market in Europe.

We will continue to monitor the company’s governance oversight and labour rights practices. The
automaker also has carbon netural and carbon emission reduction goals on the environmental side,
which we are also monitoring as we wait for updated reporting on their progress.

Important Information

The information herein is presented by RP Investment Advisors LP ["RPIA”") and is for informational purposes only. It does
not provide financial, legal, accounting, tax, investment, or other advice and should not be acted or relied upon in that regard
without seeking the appropriate professional advice. The information is drawn from sources believed to be reliable, but the
accuracy or completeness of the information is not guaranteed, nor in providing it does RPIA assume any responsibility

or liability whatsoever. The information provided may be subject to change and RPIA does not undertake any obligation to
communicate revisions or updates to the information presented. Unless otherwise stated, the source for all information is
RPIA. The information presented does not form the basis of any offer or solicitation for the purchase or sale of securities.
Products and services of RPIA are only available in jurisdictions where they may be lawfully offered and to investors who
qualify under applicable regulation.

“Forward-Looking” statements are based on assumptions made by RPIA regarding its opinion and investment strategies in
certain market conditions and are subject to a number of mitigating factors. Economic and market conditions may change,
which may materially impact actual future events and as a result RPIA's views, the success of RPIA’s intended strategies
as well as its actual course of conduct. RPIA is a signatory of the UN Principles for Responsible Investment and as part

of our commitment, we consider Environmental, Social & Governance ("ESG”] factors as part of our firm-level activities,
including our investment process. ESG factors are important considerations in our investment management process but is
supplemental to our primary financial and credit research and analysis functions.

ESG factors that may be considered as part of our investment process include matters relating to climate change, energy
use, energy efficiency, emissions, waste, pollution, matters related to human rights, impact on local communities, labour
practices, employee working conditions, health and safety of the employees and affiliates, employee relations and diversity,
executive compensation, bribery and corruption, board independence, board composition and diversity, alignment of interest
between the shareholders and the executives, shareholder rights, and companies’ policies relating to ESG.

ESG integration, including components relating to issuer engagement, is a firm-wide investment approach but the weight
and importance of it in our investment management process can vary across the investment funds we manage. Always refer
to the relevant fund offering documents for important information on the investment objectives, strategies and associated
risks of a particular fund. The consideration and implementation of ESG factors are also subject to RPIA's internal investment
and risk management policies and may be revised as a result of investment suitability requirements, current portfolio
positioning and external market and economic factors.

The consideration of ESG factors in the investment process for RP Strategic Income Plus Fund, RP Alternative Global
Bond Fund, and RP Target 2026 Discount Bond Fund is weighted less than the core financial and credit analysis employed in
the management of these funds. Please see the simplified prospectus for additional information.
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https://rpia.ca/docs/default-source/fund-documents/agb/simplified-prospectus-(enfr)/rp-alternative-global-bond-fund-simplified-prospectus-english.pdf?sfvrsn=8aa7c3fc_39

