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The lack of data is often the reason why professional ESG analysis of companies and countries has so far

focused on the industrialised countries. This is currently changing and more and more ESG funds with a focus on
Emerging Markets are being launched. Jirgen Maier, Emerging Markets expert at Raiffeisen Capital Management
in Vienna, explains the challenges and opportunities associated with ESG investments in Emerging Markets.

Jiirgen has been analysing
the Emerging Markets for
more than 15 years. He is
Senior Fund Manager at
Raiffeisen Capital
Management, which holds
a.o. a AAA Scope Rating for
excellent quality and
competence in the
management of sustainable
fund strategies.

Some financial experts have their doubts
that an Emerging Markets portfolio can be
managed on the basis of ESG criteria. What
do you say to these sceptics?

Jiirgen: It is true that sustainable investing in
Emerging Markets is not quite as easy to implement as
in Europe for example, but the situation has improved
considerably in recent years. There are many
sustainable companies in the region. The problem

in the past was often that these companies did not
provide the necessary data for a detailed sustainability
analysis. A lot of engagement was necessary from us
investors to convince the management to provide this
data. This engagement is a very important part of our
active management approach.

Which markets are the focus of investment,
which less so?

Jiirgen: Some Asian countries are clearly further
along than others. The pioneer is Taiwan, where we
find many sustainable companies. In India, too, it is
relatively easy to track down suitable companies. In
China, we struggled in the past, but now the situation
has improved significantly, and investors can

choose from a larger pool of sustainable companies.
In comparison, there is still significant catch-up
potential in Latin America and Eastern Europe. The
exception is Brazil, where there are some companies.
In Eastern Europe, unfortunately, one can still
count the very sustainable companies on one hand.
Overall, however, it is encouraging that the number
of sustainable companies is steadily increasing in
the Emerging Markets as well due to new issues and
the reorientation of companies. The commitment of
sustainable investors supports this development.

Does Raiffeisen Capital Management'’s
sustainable investment process make a
distinction between Emerging Markets
versus developed markets? What challenges
do you face?

Jiirgen: We apply the same strict criteria for stock
selection as our colleagues in the developed markets.
Very roughly, we can say that our total universe,
where we have sustainability data available, consists
of about 1000 companies. After checking the
negative criteria (such as violations of human or
labour rights, production and trade of nuclear energy
or armaments etc.), about 200 companies fall out of
this universe. After a detailed sustainable analysis
with the help of the Raiffeisen ESG indicator*,
another 300 companies fall out of the investment
universe. From the remaining 500 stocks, a portfolio
of the around 70 to 90 most promising shares is then
compiled.

On a country level, where do you see the most
attractive investment opportunities within
the Emerging Markets? And why?

Jiirgen: On a country level, Raiffeisen Sustainable
Emerging Markets Equity is most heavily invested
in China, Taiwan and India. In China, we like
companies that benefit from the government’s CO2
reduction target. In Taiwan, we backed technology
stocks that are leaders in water conservation and
water saving. In India, we like IT outsourcing
companies that are leaders in employee training
and development, and financials that are active in
financing affordable housing.

Which sectors or companies do you consider
particularly interesting?

Jiirgen: On a sector level, Raiffeisen Sustainability
Emerging Markets Equities is most heavily
invested in financial and IT assets. There are also
very interesting companies within the telecom or
consumer sectors, for example, which is positive
for portfolio diversification. The largest position
in the fund is currently Taiwan Semiconductor
Manufacturing, the world’s largest independent
contract manufacturer of semiconductor products.

The company’s customers include Apple, Qualcom
and Nvidia. The company is interesting from a
sustainability perspective because it is a global
leader in water conservation and water saving in
the industrial sector and performs significantly
better than the sector average in the area of energy
consumption and employee relations. The company
benefits from a steadily growing demand for
semiconductors worldwide and is technologically
always one step ahead of its competitors.

How satisfied are you with the performance
of the fund?

Jiirgen: We are very satisfied. The fund was able to
outperform the overall market in both the short and
long term, even though it was not able to completely
escape the market corrections recently (past
performance does not allow any conclusions to be
drawn about the future development of the fund).
Our sustainable performance is equally pleasing,
as our fund has 82% lower CO2 emissions, 99% less
waste, 16% fewer occupational accidents and 88% less
water consumption compared to the overall market.
In a three-year comparison (30.09.2019-
30.09.2022), Raiffeisen Sustainability Emerging
Markets Equities generated a performance (gross) of
4.33% p.a., which represents an additional return of
2.71% p.a. compared to the market (MSCI EM Net).
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Raiffeisen Capital Management stands for Raiffeisen Kapitalanlage-Gesellschaft m.b.H. Investments in funds are subject to the risk of price fluctuations and capital losses. The fund exhibits volatility, meaning that unit prices can move signifi-
cantly higher or lower in short periods of time, and it is not possible to rule out loss of capital. Past value is not a reliable indicator of the fund’s future performance. Upon request by the client, a comparison to the market can be presented. This is
not necessarily equivalent to any benchmark used by the fund. Raiffeisen KAG calculates performance based on the published fund price, using the 0eKB methodology. Individual costs - such as transaction fees, the subscription fee, the redemption
fee or custody charges of the investor - and taxes are not included in the performance calculation. These would reduce the performance if they were included. Notice for investors with a different functional currency than the fund currency: We ex-
pressly point out that returns may rise or fall due to currency fluctuations. *The results of this sustainability research together with an overall ESG assessment, including an ESG risk assessment, result in the so-called “Raiffeisen ESG indicator”. The
Raiffeisen ESG indicator is measured on a scale of 0-100. The assessment is made taking into account the respective corporate sector. The German-language versions of the published prospectuses and the information for investors pursuant to § 21
of the Austrian Alternative Investment Fund Managers Act (Alternative Investmentfonds Manager-Gesetz, AIFMG) as well as the key investor documents or, from January 1, 2023, key information documents for the funds of Raiffeisen Kapitalanlage-
Gesellschaft m.b.H. may be downloaded from the “Kurse und Dokumente” section of the website www.rcm.at (for some funds, the key investor documents / key information documents may also be available in English). Alternatively, where units are
sold outside of Austria, these documents may also be downloaded from the “Kurse und Dokumente” section of the website www.rcm-international.com in English (or possibly German) or else the language of your country. A summary of investors’
rights in German and English is available via the following link: https://www.rcm.at/corporategovernance. Please note that Raiffeisen Kapitalanlage-Gesellschaft m.b.H. has the right to terminate the arrangements made for the distribution of fund
unit certificates outside of the fund’s country of domicile, Austria. The Scope AMR please find under www.rcm-international.com.
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