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The fixed income (FI) portfolios of institutional
investors are evolving rapidly. Investment strategists
around the globe are noting that, in the search for yield,
many investors are:

« Shifting their fixed income portfolios to incorporate
index strategies alongside active strategies,
typically in search of performance at a lower cost

« Rebalancing the ways in which they access Fl
assets, focusing on yield, liquidity, and transparency

« Considering higher-yielding Fl assets; creating
standalone country/sector Fl allocations to take
advantage of market opportunities

« Incorporating ESG approaches to add a quality
lens to their Fl portfolios

In sum, we believe the fixed income market reflects
four key trends.
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Four Trends Transforming
Institutional Portfolios

1 The Move to Indexed Fixed Income
Increasing the range of Fl approaches
deployed to meet investor needs, in particular
the increased use of indexing

2 ETFs in the Fixed Income Toolkit
Changing the mix of investment vehicles that
are used for executing Fl strategies, especially
the expansion of ETFs

8 ESG Moves Mainstream for Fixed Income
Expanding the ways in which core investor
concerns are addressed, including the growing
role of ESG

4 China, EM Come Online
Bringing additional focus to regions that
are opening up to Flinvesting and offering
attractive yields
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To test these four hypotheses, State Street Global
Advisors conducted an online survey of 358 institutional
investors in May of 2021.! The global survey respondents
came from pension funds, wealth managers, asset
managers, and sovereign wealth funds.? Their responses
confirmed that the evolution in fixed income investing is
very real and, in fact, that institutional Fl investing could
be reaching the point where “evolution” will become
“revolution.” The survey also identified a few surprises

in the ways in which investors think about, and employ,
indexed fixed income strategies.

1 Inpartnership with Longitude Research, a Financial 2 Detailed demographics are included at the end of

Times company. The research also included in-depth this report.
telephone interviews with two institutional portfolio
managers (one in North America and one in Europe).
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The Move to
Indexed Fixed Income

There are a variety of reasons why investors are moving to
fixed income indexing.

« While active Fl portfolio management still predominates
and is seen as valuable by most institutional investors,
the gaps between active and index outcomes are
narrowing in many areas of Fl.

« Price transparency has led to more efficient markets,
which means alpha has become more difficult to achieve.

« The growth in core/beta Fl strategies confirms that
investors are looking to “focus” their portfolios in search
of yield.

« Institutional investors seeking alternatives to sovereign-
heavy broad market exposures are constructing
portfolios comprising sector exposures that are aligned
with specific objectives.

 Index allocations provide a cost-effective and highly
transparent tool to access the assets beta investors
desire in a multi-sector portfolio.
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Key Findings on
the Increased Use
of Indexing

Figure 1

Does your institution plan
to increase its allocation to
index strategies for any of
the following fixed income
segments over the next
three years?

Survey respondents confirm that active management of fixed income strategies still predominates,
which translates to both a challenge and an opportunity for indexing in an evolving FI market.
More than three-quarters (76%) of respondents have less than 30% of their fixed income portfolio
allocated to index strategies.

Despite this relatively low base of indexed fixed income adoption, survey respondents indicate
that they are preparing for substantial change — because indexed Fl is now a clear future priority.

63%

of global respondents are prioritizing
increased use of indexing for less liquid,
non-core/satellite Fl exposures over the
next three years.

66%

of global respondents are prioritizing
increased use of indexing for broad or liquid,
core Fl exposures over the next three years
(in Australia the percentage was 82%;

in North America it was 71%).

The combination of low current adoption rates and very high expectations for near-term
future adoption suggests that Fl indexing may indeed be approaching an inflection point.
The core/satellite approach in fixed income may also be helping to drive this forward-looking
level of acceptance.

Planned Future Index Fixed Income Allocations
By Strategy

44% 37% 36% 35% 35% 17% 5%

High Yield Developed Emerging Global Investment Inflation- No Plans
Market Market Aggregate / Grade linked to Increase
Sovereign Debt Core Corporate Bonds

Source: State Street Global Advisors. Respondents asked to select all that apply. n=339.
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Figure 2

What are your institution’s
main motivations for
increasing the use of
index strategies in the
fixed income segments
for which anincreased
allocation is planned?

Figure 1breaks out the fixed income strategies for which respondents plan an increased allocation.
More than one-third of respondents plan to increase their allocation to each of five index
strategies. It is notable that both core and satellite Fl strategies are well represented on this list,
representing quite disparate risk and return characteristics as well.

Efficiency and reliability are key drivers of indexed fixed income adoption. When asked to consider
the fixed-income areas where they plan to increase their allocations to indexed approaches,
respondents most often cited “lowering costs/improved efficiency” as a primary motivation for
making the change. This was closely followed by the desire to use efficient and reliable indexed
exposures to maximize the impact of asset-allocation decisions (38%). In addition, one-third of
respondents believe that, in the areas where they plan to increase their indexed allocations, it has
become more difficult for active managers to add value (see Figure 2). These findings confirm
that institutional investors recognize the potential for indexed fixed income to contribute to their
objectives in this low-yield environment.

Key Drivers of Increased Indexed Fl Adoption

Lowering costs / improved efficiency

Index strategies can maximize the impact of our asset
allocation decisions because of their efficient and
reliable delivery of benchmark returns

Believe the opportunity for active managers to add
alpha has become more difficult in these segments

Enhanced liquidity and pricing transparency

Index strategies are increasingly demonstrating more
reliable performance, even in more specific and less
liquid fixed income sectors

Risks in this segment are too unpredictable for high
conviction, active managers to reliably protect against

Index strategies can complement existing active
allocations in these segments

Source: State Street Global Advisors. Respondents asked to select up to three choices. n=321.
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The move to include indexing as part of a fixed income portfolio is also supported by investors’
lack of complete satisfaction with their current active Fl strategies. Less than half of survey
respondents say that they are “Somewhat Satisfied” or “Extremely Satisfied” that their actively
managed strategies, in aggregate, have delivered the investment performance (net of fees) that
they were hoping for over the last three years. The percentage of respondents reporting that they
are either “Somewhat Satisfied” or “Extremely Satisfied” with specific active strategies were:

IG Corporate (52%), EMD (46%), HY (44%), Global Agg/Core (44%), DM Sovereign, (43%), and
Inflation-Linked Bonds (40%).

Lastly, one other way in which the search for yield is manifesting itself is the breadth of the

field of strategies from which active managers are choosing their fixed income investments.
Respondents whose active portfolio managers are running a Core/Core Plus Fl portfolio report
that many of those active managers do have the flexibility to allocate to non-core Fl segments,
specifically: HY (65%), EMD (47%), Bank Loans (37%), and Public Equities (24%).
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ETFsinthe
Fixed Income Toolkit

ETFs first gained institutional credibility in the world of
equities, but they are now a popular and proven vehicle
with which to access the fixed income market. ETFs

offer institutional investors capabilities that are highly
complementary to other types of Fl allocations, and there
are multiple use cases for FI ETFs, including;

« As building blocks for asset allocation purposes

« To modify specific duration or credit targets
relative to a core index

« Asaliquidity sleeve
« Forinterim beta exposure

« As atransition management tool

An increasingly transparent and efficient indexed fixed income market is well served by ETF
strategies’ transparent and efficient properties. ETFs are particularly well suited to helping
execute a “core (index) and satellite (active)” Fl strategy as well as other structural positionings.
Currently a great deal of FI ETF demand comes from model portfolios, asset allocation strategies,
and tactical opportunities — each of which increasingly includes an indexed Fl component.

State Street Global Advisors is both an indexing and ETF leader; this positions us well to deliver
value to institutional investors in the indexed Fl space.
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Key Findings on
ETF Use and Trends

Figure 3

How strong is your
institution’s appetite
to increase the use of
ETFs within its core
and satellite fixed
income portfolios?

Investors have plans to increase ETF use within their larger fixed income portfolios. Figure 3
shows that seven in ten (71%) survey respondents have a strong appetite to increase the use of
ETFs within their global aggregate/core Fl portfolios over the next three years. Nearly half (48%)
of respondents have a strong appetite to increase the use of ETFs within their non-core/satellite
Fl exposures over the next three years. In addition, more than two-thirds (68%) of respondents
say they are prioritizing increased use of ETFs for fixed income portfolio construction over the
next three years.

Appetite for Increasing ETF Use in Fl Portfolios,
Core and Non-Core

Fixed Income Exposures

Core / Global Aggregate 71%

Non-Core / Satellite 48%

Source: State Street Global Advisors. Percentage responding either “Strong Appetite” or “Very Strong Appetite”. n=358.

Ease of use, speed of execution, and lower total cost were the top factors driving survey
respondents’ appetite to increase allocations to fixed income ETFs over the next three years
(see Figure 4). Most options on the list of possible choices (respondents could choose up to
three) received substantial support — the survey respondents confirmed the value of a broad
set of positive FI ETF characteristics.

€6 There was no liquidity in underlying cash bonds, so the market price of ETFs was
the true price where market risk was transferring. We actually had to override our
models to show what the yield to worst on the high yield ETF was because there was
such a disconnect. When stress hits, that’s the price we’ll reference instead of an
index value or a paper mark on a basket of bonds.”

—Portfolio Manager, Pension Fund
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Figure 4

What are the main
factors driving your
appetite to increase
allocations to fixed
income ETFs over the
next three years?

Factors Driving Increased Future FI ETF Allocations

Ease of Use

Speed of Execution

Lower Total Cost of Ownership Relative to traditional
actively managed, open-end funds and index trackers.

Transparency / Price Discovery Benefits

Flexibility to Hedge Currency Risks

Liquidity Benefits

Achieve Cost-effective Diversification

Lending Ability

Source: State Street Global Advisors. Respondents asked to select up to three choices. Does not include respondents who

selected “No appetite to increase use of ETFs.” n=348.

Volatility tested all aspects of the fixed income market during 2020, and the survey found that
FIETFs validated their strengths during that market stress.

91%

of survey respondents agree that the liquidity
and price discovery benefits of FIETFs
became more attractive as a result of the
Covid-19-driven market turbulence in
Q12020 (in North America the percentage
was 70%).

93%

of respondents agree that the overall

performance of FI ETFs during the Covid-19-

driven market turbulence in Q12020 made
their institution more comfortable with
allocating to these vehicles in the future (in
North America the percentage was 77%).
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ESG Moves Mainstream
for Fixed Income

ESG integration has been well-established in investors’
approach to equity investing, and as ESG has become
a mainstream, key concern for investors, it is now seen
as a key consideration in fixed income investing as well.

« ESGisseen by Flinvestors as a way to provide
a “quality” lens through which to view potential F|
investment strategies.

« ESGis animportant component in index manager
selection checklists; managers that are not
prepared to discuss ESG for Fl fully should prepare
themselves for rejection.
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Key Findings on the
Growing Role of ESG

Figure 5

Which segments of your
fixed income portfolio will
you prioritize for deeper/
more comprehensive
ESG integration?

The survey confirmed that ESG has become a clear priority for fixed income investors.

Many segments of respondents’ fixed income portfolios will be prioritized for deeper/more
comprehensive ESG integration over the next three years, led by HY and IG Corporate (see
Figure 5). Among North American respondents, DM Sovereign was most likely to be prioritized.
Among European respondents, High Yield was most likely to be prioritized. Interestingly, more
than half (58%) of all respondents noted that they are most likely to use ETFs as their preferred
fund vehicle for increasing allocations to FI ESG strategies over the next three years.

6 1 0/ of respondents say that they are prioritizing integration of ESG factors

within their fixed income portfolio over the next three years. The breakdown
by region was Australia 80%, Europe 61%, and North America 57%.

Planned Future ESG Integration in Fl Portfolio
By Strategy

41% 39% 38% 37% 31% 25% 3%

High Yield Investment Global Developed Emerging Securitized No Plans
Grade Aggregate / Market Market Debt to Increase
Corporate Core Sovereign Debt

Source: State Street Global Advisors. Respondents asked to select all that apply. n.=358.

Survey respondents currently use a variety of approaches to incorporating ESG issues into their
fixed income portfolios, with the “best-in-class” and “impact” approaches being most frequently
employed (see Figure 6). The breadth of support across multiple approaches reflects both the
high level of engagement on ESG issues for Fl as well as the variety of valid approaches that exist
to implement ESG strategies.
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Figure 6

What approaches does
your institution — or the
external asset managers
you employ — currently
take to incorporating
ESG issues into its fixed
income portfolio?

Current Approaches to Incorporating ESG Issues
Into Fl Portfolios

Best-in-class Investment in issuers selected for
stronger ESG scores relative to industry peers.

Impact Targeting a measurable positive social and/or
environmental impact. Investments typically align to the
UN Sustainable Development Goals and are generally
project-specific.

Thematic Investment inthemes or assets specifically
aimed at solving social or environmental problems e.g.
clean energy and green technology.

Norms-based Screening of investments against
minimum standard of business practice, based on
international norms.

ESG Tilt The inclusion of ESG risks and opportunities
into traditional financial analysis using a weighting
scheme or optimizer with constraints.

ESG Tail-risk Monitoring ESG scores through time and
imposing constraints when there is a deterioration in
ESG performance.

Negative Screening The removal of certain sectors or
companies based on specific ESG criteria.

No ESG Issues Incorporated

Source: State Street Global Advisors. Respondents asked to select all that apply. n=358.

Substantial numbers of respondents say they are likely to increase their allocation to three types

of fixed income ESG strategies over the next three years: broad ESG tilt/theme, targeted social

tilt/theme, and targeted climate/environmental tilt/theme (see Figure 7). Survey findings indicate

that active and index strategies are equally likely to see such an increased allocation.
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Figure 7

What type(s) of fixed
income ESG strategy is
your institution likely to
increase allocation to over
the next three years?

Future Fixed Income ESG Strategy Allocations
By Tilt/ Theme

Broad ESG Targeted Social Targeted Climate / No Plans to
Environmental Increase

40% 27% 30% 39% 27% 35% 4%
Index Active Index Active Index Active
Fund Fund Fund Fund Fund Fund

Source: State Street Global Advisors. Respondents asked to select all that apply. n=358.
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China, EM Come Online

In October of 2021 Chinese sovereign bonds will be
added to the FTSE WGBI, thus opening a major new
section of the FI market to institutional investors.

« China has already been added to the Bloomberg
Barclays Global Aggregate Index.

« Chinasinclusion in the FTSE WGBI points to a
normalization of investment and operations,
as well as a normalization of liquidity and hedging
requirements.

« In addition, the broader EMD market remains
of clear interest to investors, representing more
than $6 trillion in investments.®

3 AsofMay 31,2021. Source: JP Morgan.
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Key Findings on
Emerging Markets /
China

Figure 8

What type of strategy
does your institution use
in the EMD segment of its
fixed income portfolio?

More than a quarter (27%) of survey respondents are already prioritizing development of

a dedicated/standalone fixed income exposure for China over the next three years. Not
surprisingly, respondents from firms with the highest AUM are more likely to be developing a
dedicated China exposure than firms with the lowest AUM.

In the broader EMD space, survey respondents are most likely to use a combined active/index
strategy for the EMD segment of their fixed income portfolio (see Figure 8). And overall, 42%
of survey respondents indicate that they plan to increase their allocation to EMD over the next
three years.

Emerging Market Debt Fl Strategies: Active, Index,
or Combination

Mainly Index
16%

Combined
Active and Index
46%

Mainly Active
30%

No Allocations
8%

Source: State Street Global Advisors. n=336.

66 We’re comfortable making country bets and thinking about longer-term trends.

Standard China sovereign bonds could be interesting. Within equity, there are more

China-focused strategies, so there is more of an opportunity to specifically play
different themes in China, but there’s a lot more room to grow in those products in
fixed income.”

—Portfolio Manager, Pension Fund

Fixed Income: Preparing for the Big Shift
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Closing Thoughts

Institutional investors responding to our survey validated four major trends in Fl investing:

e Theindexed Fl trend and growth trajectory are clear.
* Investors have plans to increase ETF use within their Fl portfolios.
 ESG has become an essential priority for Fl investors.
» China and emerging markets expect strong Fl investment growth.

State Street Global Advisors is a proven market leader that can help investors
capitalize on these trends with our insights and expertise. For more information, visit

ssga.com/insights/fixed-income-research.

Survey
Methodology

Figure 9
Financial Services
Business Types

Figure 10

Total Assets

Under Management
USD

Figure 11
Regions

This survey was conducted in May of 2021 via an online survey instrument (n=358) and
telephone interviews (n=2). Respondents were limited to senior leaders and senior portfolio
managers who are directly involved in fixed income portfolio construction and investment
decisions at pension funds, wealth managers, asset managers, and sovereign wealth funds.

Pension Fund

82%

Traditional Asset Management Firm

8%

Wealth Manager

6%

Sovereign Wealth Fund

4%

25% 30% 23% 12% 6% 3%
$1-$2.99 $3-$4.99 $5-$9.99 $9.99-$19.99 $20-$49.99 $50+
Billion Billion Billion Billion Billion Billion
Europe 59%

North America 34%

Australia 7%

Source (Figures 9-11): State Steet Global Advisors. n=358.
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About State Street
Global Advisors

Our clients are the world’s governments, institutions and financial advisors. To help them achieve
their financial goals we live our guiding principles each and every day:

e Start with rigor

o Build from breadth
e Invest as stewards
e Invent the future

For four decades, these principles have helped us be the quiet power in a tumultuous investing
world. Helping millions of people secure their financial futures. This takes each of our employees
in 30 offices around the world, and a firm-wide conviction that we can always do it better. As a
result, we are the world’s fourth-largest asset manager* with US $3.90 trillion™ under our care.

* Pensions & Investments Research Center, as of December 31, 2020.

* This figure is presented as of June 30, 2021 and includes approximately $63.59 billion of assets with respect to SPDR
products for which State Street Global Advisors Funds Distributors, LLC (SSGA FD) acts solely as the marketing agent.
SSGA FD and State Street Global Advisors are affiliated.

ssga.com

State Street Global Advisors
Worldwide Entities

Abu Dhabi: State Street Global Advisors Limited,
ADGM Branch, Al Khatem Tower, Suite 42801,
Level 28, ADGM Square, Al Maryah Island, P.O Box
76404, Abu Dhabi, United Arab Emirates.
Regulated by the ADGM Financial Services
Regulatory Authority. T: +9712 245 9000.
Australia: State Street Global Advisors,
Australia, Limited (ABN 42 003 914 225) is the
holder of an Australian Financial Services License
(AFSL Number 238276). Registered office: Level
14,420 George Street, Sydney, NSW 2000,
Australia. T: +612 9240-7600 F: +612 9240-7611.
Belgium: State Street Global Advisors Fosbury &
Sons Chaussée de La Hulpe, 185 B-1170
Watermael-Boitsfort, Belgium. T: 32 2 663 2036.
F:3226722077. SSGA Belgium is a branch office
of State Street Global Advisors Ireland Limited.
State Street Global Advisors Ireland Limited,
registered in Ireland with company number
145221, authorised and regulated by the Central
Bank of Ireland, and whose registered office is at
T8 Sir John Rogerson’s Quay, Dublin 2. Canada:
State Street Global Advisors, Ltd., 1981 McGill
College Avenue, Suite 500, Montreal, Qc, H3A
3A8, T: +514 282 2400 and 30 Adelaide Street
East Suite 800, Toronto, Ontario M5C 3G6.
T:+647 775 5900. France: State Street Global
Advisors Ireland Limited, Paris branch is a branch
of State Street Global Advisors Ireland Limited,
registered in Ireland with company number
145221, authorised and regulated by the Central
Bank of Ireland, and whose registered office is at
8 Sir John Rogerson’s Quay, Dublin 2. State
Street Global Advisors Ireland Limited, Paris
Branch, is registered in France with company
number RCS Nanterre 832 734 602 and whose
office is at Coeur Défense - Tour A - La Défense 4
33e étage 100, Esplanade du Général de Gaulle
92932 Paris La Défense cedex France. T: (+33) 1
444540 00. F: (+33) 144 45 4192. Germany:
State Street Global Advisors GmbH, Brienner
Strasse 59, D-80333 Munich. Authorised and
regulated by the Bundesanstalt fiir
Finanzdienstleistungsaufsicht (‘BaFin”).
Registered with the Register of Commerce

Munich HRB 121381. T: +49 (0)89-55878-400.

F: +49 (0)89-55878-440. Hong Kong: State
Street Global Advisors Asia Limited, 68/F, Two
International Finance Centre, 8 Finance Street,
Central, Hong Kong. T: +852 2103-0288. F: +852
2103-0200. Ireland: State Street Global Advisors
Ireland Limited is regulated by the Central Bank
of Ireland. Registered office address 78 Sir John
Rogerson’s Quay, Dublin 2. Registered Number:
145221.T: +363 (0)1 776 3000. F: +353 (0)1 776
3300. Italy: State Street Global Advisors Ireland
Limited, Milan Branch (Sede Secondaria di
Milano) is a branch of State Street Global
Advisors Ireland Limited, registered in Ireland
with company number 145221, authorised and
regulated by the Central Bank of Ireland, and
whose registered office is at 78 Sir John
Rogerson’s Quay, Dublin 2. State Street Global
Advisors Ireland Limited, Milan Branch (Sede
Secondaria di Milano), is registered in Italy with
company number 104952560960 - R.E.A.
2535585 and VAT number 10495250960 and
whose office is at Via Ferrante Aporti, 10 - 20125
Milano, Italy. T: +39 02 32066 100. F: +39 02
32066 155. Japan: State Street Global Advisors
(Japan) Co,, Ltd., Toranomon Hills Mori Tower 26F
1-23-1 Toranomon, Minato-ku, Tokyo 105-6325
Japan. T: +81-3-4530-7380. Financial
Instruments Business Operator, Kanto Local
Financial Bureau (Kinsho #345), Membership:
Japan Investment Advisers Association, The
Investment Trust Association, Japan, Japan
Securities Dealers’ Association. Netherlands:
State Street Global Advisors Netherlands, Apollo
Building, Tth floor Herikerbergweg 29 1101 CN
Amsterdam, Netherlands. Telephone: 3120
T181701. SSGA Netherlands is a branch office of
State Street Global Advisors Ireland Limited,
registered in Ireland with company number
145221, authorised and regulated by the Central
Bank of Ireland, and whose registered office is at
78 Sir John Rogerson's Quay, Dublin 2.
Singapore: State Street Global Advisors
Singapore Limited, 168, Robinson Road, #33-01
Capital Tower, Singapore 068912 (Company Reg.
No: 200002719D, regulated by the Monetary
Authority of Singapore). T: +65 6826-7555.

F: +65 6826-7501. Switzerland: State Street
Global Advisors AG, Beethovenstr. 19, CH-8027
Zurich. Registered with the Register of Commerce
Zurich CHE-105.078.458. T: +41(0)44 245 70 00.

F: +41(0)44 24570 16. United Kingdom: State
Street Global Advisors Limited. Authorised and
regulated by the Financial Conduct Authority.
Registered in England. Registered No. 2509928.
VAT No. 577659181. Registered office: 20
Churchill Place, Canary Wharf, London, E14 5HJ.
T:020 3395 6000. F: 020 3395 6350. United
States: State Street Global Advisors, 1ron Street,
Boston, MA 02210-1641. T: +1 617 786 3000.

Important Information

The information provided does not constitute
investment advice and it should not be relied on
as such. It should not be considered a
solicitation to buy or an offer to sell a security.

It does not take into account any investor’s
particular investment objectives, strategies,

tax status or investment horizon. You should
consult your tax and financial advisor.

Allinformation has been obtained from sources
believed to be reliable, but its accuracy is not
guaranteed. There is no representation or
warranty as to the current accuracy, reliability
or completeness of, nor liability for, decisions
based on such information.

The whole or any part of this work may not be
reproduced, copied or transmitted or any of its
contents disclosed to third parties without State
Street Global Advisors’ express written consent.

Investing involves risk including the risk of loss
of principal.

The information contained in this
communication is not a research
recommendation or ‘investment research’
and is classified as a ‘Marketing
Communication’ in accordance with the
Markets in Financial Instruments Directive
(2014/65/EV) or applicable Swiss
regulation. This means that this marketing
communication (a) has not been prepared
in accordance with legal requirements
designed to promote the independence of
investment research (b) is not subject to
any prohibition on dealing ahead of the
dissemination of investment research.

Bonds generally present less short-term risk
and volatility than stocks, but contain interest
rate risk (as interest rates raise, bond prices
usually fall); issuer default risk; issuer credit risk;
liquidity risk; and inflation risk. These effects are
usually pronounced for longer-term securities.
Any fixed income security sold or redeemed
prior to maturity may be subject to a substantial
gain or loss.

International Government bonds and corporate
bonds generally have more moderate short-
term price fluctuations than stocks, but provide
lower potential long-term returns.

Investingin high yield fixed income securities,
otherwise known as “junk bonds”, is considered
speculative and involves greater risk of loss of
principal and interest than investing in
investment grade fixed income securities. These
Lower-quality debt securities involve greater risk
of default or price changes due to potential
changes in the credit quality of the issuer.

Investing in foreign domiciled securities may
involve risk of capital loss from unfavorable
fluctuation in currency values, withholding
taxes, from differences in generally accepted
accounting principles or from economic or
political instability in other nations.

The returns on a portfolio of securities which
exclude companies that do not meet the
portfolio’s specified ESG criteria may trail the
returns on a portfolio of securities which include
such companies. A portfolio’s ESG criteria may
result in the portfolio investing in industry
sectors or securities which underperform the
market as a whole.

ETFs trade like stocks, are subject to
investment risk, fluctuate in market value and
may trade at prices above or below the ETFs net
asset value. Brokerage commissions and ETF
expenses will reduce returns.
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