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With the UN COP 26" Climate Change Conference
behind us and a slew of net-zero corporate
pledges continuing to roll in, companies will be
increasingly affected by, and participating in, the
low-carbon transition of the global economy. This
decarbonization pathway for the real economy
means that climate change has become a
consistent and urgent area of focus for investors.
Against this backdrop, Himani Phadke, Jonathan
Cangalosi, and Peter Weidner discussed the
implications of 1.5- and 2.0-degree alignment in
global equities portfolios.

HIMANIE: Yijth the daily news feeds
highlighting the personal suffering
and significant economic costs
across the globe resulting from
climate change, could you explain
why the team chose to design
climate portfolios and how you
leverage your quantamental
approach to focus on the issue
of climate change?

1. COP26 refers to the UN Climate Change Conference of the Parties, for which Glasgow in the U.K. hosted the 26th meeting

in November 2021.

PETER:

For all of the reasons you just mentioned, we
wanted to launch a portfolio that would make it
easy for asset owners to invest in the transition
to a decarbonized economy. By offering

a portfolio that invests only in companies
identified as on track for a 2-degree or better
climate outcome, we offer a transparent option
for investors who want to invest in companies
that are well positioned for this transition.

Our quantamental investment approach
targets companies that are attractive through
a climate lens and also have the potential to
outperform. By managing risk against broad
benchmarks, we provide this transparency and
outperformance potential in a format that fits
easily into investors’ asset allocations.

Quantamental is all about aiming to blend the
best of quantitative tools and fundamental
analysis. Quantitative tools help us cast a

wide net to objectively identify investible
companies and assess their attractiveness. The
fundamental analysis helps us dig deeper to
understand the less quantifiable information. By
combining both sets of results, we can build a
holistic view of a company.

This blended approach is well suited

for incorporating different types of data

that provide different information about
companies. In this case, the approach

allows us to consider a company’s financial
attractiveness as well as its targeted alignment
toward decarbonization.
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HIMANI:

JON:

Could you discuss the origin of the 2 degree
global equity portfolio, and how you think
it could contribute to altering the current
emissions trajectory in a positive manner?

The portfolio’s origin lies in the desire to deliver outcome-
focused investments. In this case, we wanted not just to focus
on current levels of emissions, but companies’ trajectories and
the climate outcomes they implied. Alignment with the Paris
Agreement’s goal of limiting global temperature increases to 2
degrees Celsius or lower provided us a way to transparently link
the portfolio to an outcome, which was very exciting for us.

As investors continue to make pledges about transition, we
aim to make it easy for them to invest in a decarbonized future.
We're therefore building a portfolio that represents companies
well positioned for the transition to a decarbonized version

of the full economy. This is a portfolio that fits well into an
asset allocation and provides investors with the potential for
outperformance. Our goal is to help investors on the journey
of decarbonizing their portfolios in an effort to limit climate
change to well below 2 degrees Celsius.

HIMANI:

PETER:

Named companies are for illustrative purposes only and not a recommendation to trade.

It's quite compelling that all companies in the
portfolio have been identified to be aligned
with a 2-degree Celsius or better outcome.
What does that mean in practice, and what is
its significance?

Alignment means more than just looking at the current state.
It's about adding a forward-looking lens to identify companies’
trajectories. We use S&P Global Trucost, an industry leader

in carbon emissions data, as our primary data source for this
analysis. The data help us assess companies based on both
forward-looking lenses that incorporate targets and emissions
trajectories and current-state lenses that look at their emissions
now. We supplement this with a fundamental review of each
company.

An example of such a company is CSX Corporation, an in-
ternational transportation company offering a variety of rail,
container-shipping, intermodal, trucking, and contract logistics
services. The company is actively reducing its carbon footprint
and implementing fuel efficiency initiatives. While CSX’s cur-
rent performance on carbon and environmental, social, and
governance (ESG) metrics is better than the benchmark, this is
a good example of how the 2-degree global equity portfolio ac-
knowledges that a transition to a decarbonized economy does
not happen overnight and that, as an economy, we still require
services that companies like CSX provide. However, CSX and all
other potential candidates for the portfolio must be 2-degree
aligned and highly ranked across our quantitative model for
inclusion in the portfolio.

" Climate change threatens
our way of life. It is only by
acknowledging this fact
that collectively, as a global
society, we can enact change. “

HIMANI:

JON:

Are there additional sustainability features
captured in the design of this portfolio
besides the focus on climate?

We understand that climate is just one dimension of
sustainability and that while climate is the primary focus of
this portfolio, it’s also important to consider other dimensions.
We consider ESG characteristics more broadly and
environmental characteristics beyond climate in order to avoid
industry laggards. In addition, we exclude companies involved
in controversial business practices, such as manufacturing
tobacco or controversial weapons.

HIMANI:

JON:

How can investors think about such climate-
oriented equity portfolios within the context
of standard indexes and investors' risk,
return, and impact objectives?

We've designed the portfolio to fit into investors’ existing
asset allocation models and processes. This is one of the main
reasons we chose to benchmark against a broad-based index,
which we believe is the most relevant for investors.

There are other reasons for choosing a standard index. It
allows us to have greater control of the portfolio’s composition
rather than a style or climate index with embedded biases. We
believe that with the transition to a lower-emissions economy,
benchmarks will naturally gravitate in this direction. Crucially,
the transition to a decarbonized economy will evolve over
time but will still have the same elements—such as power
generation, transportation, and manufacturing—that are
needed today. We want to invest in cleaner versions of each
element of the economy rather than avoid certain elements

in their entirety. By using this approach, the portfolio, in our
view, should fit nicely in an overall broad-market allocation
and simultaneously help investors achieve their sustainability
targets.
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HIMANI:

PETER:

JON:

How do you think about climate risk in that
context?

Whether the global temperature remains on its current
trajectory or decreases per the objectives of the Paris
Agreement to 2 degrees Celsius or better, climate change
risks are unavoidable and therefore need to be managed.
These include both physical risks, such as from the impacts
of flooding, wildfires, and record-setting heat waves, and
transition risks, such as those arising from technological
changes that lead to stranded assets, carbon taxes,

and regulatory changes. The actual path is likely to be a
combination of those scenarios, with some level of physical risk
and transition risk.

Why is this important? The simple answer is that risk may
hide for a while, but it takes different shapes and never really
goes away. Therefore, a robust risk management approach

is paramount. We evaluate risk from multiple dimensions

by taking a top-down macro and bottom-up fundamental
perspective using both quantitative tools and fundamental
analysis. It's our belief that a holistic approach using multiple
lenses will benefit our investors as the global economy
transitions to a decarbonized one.

HIMANI:

PETER:

When you consider actions on climate
change, what are some things that excite you
as we look further into 2022?

What excites us is the level of attention and action that the
efforts to achieve net-zero emissions are receiving. The sad
reality is that after excluding controversial holdings and

the worst ESG offenders from our universe, only about 25%

of companies remaining in the universe are on track for a
2-degree or better outcome, according to our latest reading of
S&P Trucost’s climate alignment data. Many of those results are
due to the industries the companies are in rather than to their
deliberate efforts to make progress.

However, we see reasons to hope that this situation will

change quickly. The world is increasingly paying attention

to climate change. It's happening on personal, political, and
corporate levels. Commitments are increasingly being made
by corporations to make meaningful emissions cuts to strive to
achieve net zero. These commitments will need to be followed
by action, and as this occurs, it will create more opportunities
to invest in alignment with a decarbonized future. We're excited
to be part of it!

I Decarbonization is a process that
balances the needs of today with
the necessities of tomorrow. #

2-DEGREE GLOBAL EQUITY APPROACH

[

Goals-based approach: Investing only in
companies that have been identified as
on track for a 2-degree-or-better climate
outcome and aiming to achieve at least

a 50% reduction in carbon intensity and
carbon footprint, a better energy mix, and
reduced reserve emissions relative to the
benchmark?

Active stock selection: Leveraging the best
in quantitative tools and fundamental insight

Multi-dimensional risk management:
Holistic approach to managing fundamental,
macro, and proprietary risk exposures

Additional sustainability targets: Exclude
companies with controversial business
practices and avoid companies having an
overall ESG rating below BB (per MSCl’s
ESG ratings)?

2. While the portfolio management team attempts to maintain the 50% carbon intensity and carbon footprint reductions, better energy mix, and reduced reserve emissions
relative to the benchmark at all times, these are targets rather than binding characteristics of the portfolio. The portfolio may not meet all of these targets at all times.

3. While the portfolio management team aims to avoid companies rated below BB by MSCl at all times, this is not a binding characteristic of the portfolio, and is not currently
monitored systematically due to internal system limitations.
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For further information Contact details
We want to help clients build for successful outcomes, defend « To reach our U.S.-based investment professionals, contact
portfolios against uncertainty, and create long-term financial well- your existing client relations director, or contact us at
being. To learn more, investment professionals can contact us. Allspringlnstitutional@allspring-global.com.

« Toreach our U.S.-based intermediary sales professionals,
contact your dedicated regional director, or call us at
1-888-877-9275.

» To reach our U.S.-based retirement professionals, contact
Nathaniel Miles, head of Retirement at Allspring Global
Investments, at nathaniel.s.miles@allspring-global.com.

» To discuss sustainable investing solutions, contact
Hannah Skeates or Christopher McKnett, co-heads of
Sustainable Investing at Allspring Global Investments,
at hannah.skeates@allspring-global.com or
christopher.mcknett@allspring-global.com.

« To reach our non-U.S.-based investment professionals,
contact us at Allspringlnternational@allspring-global.com.

This information is a Marketing Communication, unless stated otherwise, for professional clients, professional investors, institutional investors, investment professionals, eligible counterparties or qualified
investors only (as defined by the local regulation in the respective jurisdiction). Not for retail use.

Allspring Global Investments™ (Allspring) is the trade name for the asset management firms of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by certain private funds of GTCR
LLC and Reverence Capital Partners, L.P. These firms include, but are not limited to, Allspring Global Investments (UK) Limited (Allspring UK), an investment management company authorised and regulated by
the UK Financial Conduct Authority (FCA), and Allspring Global Investments Luxembourg S.A. (Allspring Luxembourg), authorised and regulated by the Commission de Surveillance du Secteur Financier (CSSF).
Allspring Luxembourg has branches in Frankfurt and Paris and is allowed to provide services on a cross-border basis in the EEA. Allspring UK does not provide services to retail clients, the Financial Services and
Markets Act 2000 (FSMA) rules for retail clients will not apply and the United Kingdom Financial Services Compensation Scheme is not available.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION.

Past performance is not a guarantee or reliable indicator of future results. All investments contain risk. Unless otherwise stated, Allspring is the source of all data (which is current or as of the date stated);
content is provided for informational purposes only with no representation regarding its adequacy, accuracy or completeness; views, opinions, assumptions or estimates are not necessarily that of Allspring or
Allspring Global Investments Holdings, LLC, and are subject to change without notice; and information does not contain investment advice, an investment recommendation or investment research, as defined
under local regulations.

Investment strategies that are not ESG-focused strategies may consider ESG related factors when evaluating a security for purchase but are not prohibited from purchasing or continuing to hold securities that
do not meet specified ESG criteria.

Distribution in the United States: Allspring Global Investments™ is the trade name for the asset management firms of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by
certain private funds of GTCR LLC and Reverence Capital Partners, L.P. These companies include but are not limited to Allspring Global Investments, LLC, and Allspring Funds Management, LLC. Certain products
managed by Allspring entities are distributed by Allspring Funds Distributor, LLC (a limited-purpose broker-dealer and Member FINRA/SIPC). Assaciated with Allspring is Galliard Capital Management, LLC (an
investment advisor that is not part of the Allspring trade name/GIPS firm).

Distribution in the United Kingdom (UK), European Economic Area (EEA) and Switzerland: Allspring Global Investments™ (Allspring) is the trade name for certain investment management companies owned
by Allspring Global Investments Holdings, LLC, including, but not limited to, Allspring Global Investments (UK) Limited (Allspring UK), an investment management company authorised and regulated by the

UK Financial Conduct Authority (FCA), and Allspring Global Investments Luxembourg S.A. (Allspring Luxembourg), authorised and regulated by the Commission de Surveillance du Secteur Financier (CSSF).
Allspring Luxembourg has branches in Frankfurt and Paris and is allowed to provide services on a cross-border basis in the EEA. This material has been approved for distribution in the UK by Allspring UK for the
purposes of Section 21 of the Financial Services and Markets Act 2000 (FSMA). Allspring UK does not provide services to retail clients, the FSMA rules for retail clients will not apply and the United Kingdom
Financial Services Compensation Scheme is not available. Unless otherwise stated, information does not contain investment advice, an investment recommendation or investment research as defined under
UK FCA regulations or the Markets in Financial Instruments Directive (Directive 2014/65/EU (MiFID Il) and therefore does not comply with the requirements for the provision of such services. For professional
investors only. Recipients who do not wish to be treated as professional should notify their Allspring contact immediately.

Distribution in the United Arab Emirates (excluding Dubai International Financial Centre and Abu Dhabi Global Market): Allspring Global Investments™ (Allspring) is the trade name for certain investment
management companies owned by Allspring Global Investments Holdings, LLC, including, but not limited to, Allspring Global Investments (UK) Limited (Allspring UK), an investment management company
authorised and regulated by the UK Financial Conduct Authority (FCA); Allspring Global Investments Luxembourg S.A. (Allspring Luxembourg), authorised and regulated by the Commission de Surveillance du
Secteur Financier (CSSF); and Allspring Global Investments, LLC. This material is intended for professional clients (defined by DFSA). This material, and the information contained herein, does not (intend to)
constitute a public offer in the United Arab Emirates (UAE) and should not be construed as such. It is offered to a limited number of exempt investors in the UAE who fall under one of the following categories of
non-natural qualified investors: 1. an investor that is able to manage its investments on its own, namely the federal government, local governments, government entities and authorities or companies wholly
owned by any such entities; international entities and organisations; or a person licensed to carry out a commercial activity in the UAE, provided that investment is one of the objects of such person, or 2. an
investor who is represented by an investment manager licensed by the Securities and Commodities Authority (SCA), each a non-natural qualified investor. The materials have not been approved by or licensed
or registered with the UAE Central Bank, the SCA, the DFSA, the Financial Services Regulatory Authority or any other relevant licensing authorities or governmental agencies in the UAE (the authorities). The
authorities assume no liability for any investment that the named addressee makes as a non-natural qualified investor.

APRIL 2022 4



Distribution in Australia: Allspring Global Investments, LLC, is exempt from the requirements to hold an Australian financial services license in respect of the financial services it provides to wholesale clients in
Australia. Allspring Global Investments is regulated under US laws, which differ from Australian laws. Any offer or documentation provided to Australian recipients by Allspring Global Investments in the course
of providing financial services will be prepared in accordance with the laws of the United States and not Australian laws.

Distribution in New Zealand: this material and the information contained in or accompanying this material are not, and are under no circumstances to be construed as, an offer of financial products for issue
requiring disclosure to aninvestor under Part 3 of the Financial Markets Conduct Act 2013 (N.Z.) (the Financial Markets Conduct Act (N.Z.)). This material and the information contained in or accompanying
this material have not been registered, filed with or approved by any New Zealand regulatory authority or under or in accordance with the Financial Markets Conduct Act (N.Z.). This material and the information
contained in or accompanying this material is not a disclosure document under New Zealand law and does not contain all the information that a disclosure document is required to contain under New Zealand
law. Any offer or sale of any interests described in these materials in New Zealand will be made only: (a) to a person who is an “investment business” within the meaning of clause 37 of Schedule 1 of the
Financial Markets Conduct Act (N.Z.), (b) to a person who meets the investment activity criteria specified in clause 38 of Schedule 1 of the Financial Markets Conduct Act (N.Z.), (c) to a person who is “large”
within the meaning of clause 39 of Schedule 1 of the Financial Markets Conduct Act (N.Z.), (d) to a person who is a “government agency” within the meaning of clause 40 of Schedule 1 of the Financial

Markets Conduct Act (N.Z.), (e) to a person who is an “eligible investor” within the meaning of clause 41 of Schedule 1 of the Financial Markets Conduct Act (N.Z) or (f) in other circumstances where there is no
contravention of the Financial Markets Conduct Act (N.Z.) (or any statutory modification or re-enactment of, or statutory substitution for, the Financial Markets Conduct Act (N.Z.)). In subscribing for interests,
each investor represents and agrees that it is not acquiring those interests with a view to dealing with them (or any of them) other than where an exclusion under Part 1 of Schedule 1 of the Financial Markets
Conduct Act (N.Z.) applies to such dealing and, accordingly: (a) it has not offered or sold, and will not offer or sell, directly or indirectly, any interests and (b) it has not distributed and will not distribute, directly
orindirectly, any offering materials or advertisement in relation to any offer of interests, in each case in New Zealand within 12 months after the issue of interests to that investor other than to persons who meet
the criteria set out in (a) to (d) above.

Distribution in South Korea: this document is distributed in the Republic of Korea by Allspring Global Investments, LLC, which is registered with the Financial Services Commission pursuant to the Financial
Investment Services and Capital Markets Act (the Act) to conduct investment advisory and discretionary investment business with qualified professional investors (as defined in the Act). This document is not
intended for, and should not be relied on by, any person other than qualified professional investors.

Distribution in Japan: this material and the information contained herein does not constitute and is not intended to constitute investment advice or an offer of securities and accordingly should not be
construed as such. Any products or services referenced in this material may not be licensed or registered in all jurisdictions and, unless otherwise indicated, no regulator or government authority has reviewed
this material or the merits of the products and services referenced herein. This material and the information contained herein have been made available in accordance with the restrictions and/or limitations
implemented by any applicable laws and regulations. This material is directed at and intended for “professional” or “institutional” investors (as such term is defined under the laws of each applicable
jurisdiction). This material is provided on a confidential basis for informational purposes only and may not be reproduced in any form. Allspring does not provide tax, legal or accounting advice, and this material
does not take an investor’s personal investment objectives or financial situation into account. Before acting on any information in this material, prospective investors should inform themselves of and observe
all applicable laws, rules and regulations of any relevant jurisdictions and obtain independent advice if required. This material is for the use of the named addressee only and should not be given, forwarded or
shown to any other person (other than employees, agents or consultants in connection with the addressee’s consideration thereof).

Distribution in Canada: Allspring Global Investments™ (Allspring) is not registered as an investment advisor in any of the Canadian provinces, is only authorised to provide investment advisory services in
Canada pursuant to an exemption available to foreign investment advisors under Canada’s National Instrument 31-103 (NI 31-103) and can provide such services only to “permitted clients” as defined under
NI31-103. Allspring is registered as an investment advisor with the United States Securities & Exchange Commission. Its head office is located at 525 Market Street, 12th Floor, San Francisco, California,
94105, and, thus, substantially all of its assets are situated outside of Canada. As a result, there may be difficulty enforcing legal rights against Allspring because of the above, and investors are directed to
Blakes Vancouver Services, Inc., Allspring’s agent for service of process, in the event of any disputes at the following address, phone number and email address: Blakes Vancouver Services, Inc., 535 Burrard
Street, Suite 2600, Three Bentall Centre, Vancouver, BC, V7X 1L3; phone: +604-631-3300; email: lisa.marchese@blakes.com.
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