Inequality - or the inequitable distribution of income, wealth, and well-being - has reached a
crisis point. The income gap between CEOs and workers, the wealth gap between billionaires
and the rest of society, and the lack of health and education access for the least advantaged
- even in wealthy countries - all point to the growing importance of inequality for society
and the economic system we actively participate in. In our Equality Roadmap , we explain
how inequality underpins and reinforces social risks and threatens stability, growth and
sustainable returns. We offer a framework to help investors identify corporate activities that
can exacerbate inequality and describe how BNP Paribas Asset Management takes action to
address inequality.

Why should investors prioritise inequality? Our focus on addressing inequality is informed by a
growing consensus among economists and other researchers - including the Intergovernmental
Panel on Climate Change (IPCC) and the US Federal Reserve - on the economic and financial
implications of inequality. Our conviction is that inequality risk can manifest systematically at
both market and individual company levels. Therefore, inequality is financially material, and
it is our role as investors to address it.
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SOCIAL ISSUES ARE COMPLEX AND INEQUALITY IS A SYSTEMIC
FINANCIALLY MATERIAL RISK FOR MARKETS
- Whereas climate change is caused by Inequality is a systemic risk because it:
Greenhouse Gas (GHG) emissions, the - Limits economic growth potential

causes of inequality are more diverse.
However, this additional complexity does
not make the topic less material.

+ Exacerbates vulnerabilities in the financial
system that threaten market stability

- Erodes social cohesion and undermines

+ For instance, companies engaging in human trust in institutions

rights abuses in their supply chains will
suffer reputational damage and stock price
impacts; companies with relatively low
wages & benefits will experience higher * Multiplies the damages of threats both

.

Concentrates political and other decision-
making power

turnover which will be reflected on their long-term (e.g., climate change) and acute
income statements; etc. (e.g, COVID-19)

- Accordingly, strengthening material social + Undermines our collective capacity to tackle
practices matters for company performance. global challenges (e.g., climate action).

\_/

Inequality matters for company performance:

«  Companies that strengthen equality within their workforce through material benefits (e.g, living
wages) and strong values (e.g., diversity) often enjoy high levels of employee satisfaction and
should be more likely to thrive in a competitive market for talent. Research! shows that high
levels of employee satisfaction generate superior long-term returns. In turn, these companies
should see increased employee loyalty and commitment - critical factors during economic
downturns - and reduced staff turnover.

Companies that value diversity may limit discrimination in the hiring process and may reduce
incidences of workplace discrimination and sexual harassment. Discrimination raises legal and
reputational risks that can threaten a company’s ‘social licence to operate’.

Research shows that better workplace practices, including improved wages and a commitment
to diversity, benefit shareholders (e.g., the productivity gains from higher wages have been found
to outweigh the costs of pay increases?).

Addressing inequality also represents an unprecedented opportunity to increase economic growth,
reverse wage stagnation and increase consumer purchasing power, improve market and political
stability, improve social cohesion and contain crises.

1 Employee Satisfaction and Stock Returns - (alphaarchitect.com)
2 Emma Harrington and Natalia Emanuel. Working Paper. “The Payoffs of Higher Pay: Elasticities of Produc-
tivity and Labor Supply with Respect to Wages”.



https://alphaarchitect.com/2022/03/employee-satisfaction-and-stock-returns/
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Our framework for taking inequality action: Our roadmap introduces a new framework to assess how
key corporate actions can impact inequality for a company's workers (both its own workforce and
those in the value chain), communities, consumers and others. Our assessment spans a company’s
business operations, corporate governance and business ethics, and products & services, and helps
us to identify and promote best practices, and address areas for improvement.

Business Select Key Corporate Actions that can Impact Inequality Outcomes
Function (European Sustainability Reporting Standards Stakeholder Group)
OWN WORKFORCE (S1) + AFFECTED COMMUNITIES (S3)
WORKERS IN THE VALUE CHAIN (S2) . Free prior informed consent
+ Wages & Compensation + Ongoing community engagement
BUSINESS + Healthcare and Benefits
OPERATIONS + Labour Standards & Working
Conditions
- Terms of Employment CLIMATE
- Freedom of Association AND NATURE
- Diversity, Equity & Inclusion (DEI) ACTION
CAN IMPACT
ALL STAKEHOLDERS INEQUALITY
G%?/iie?\liAlI(EE - Board Composition - Capital Allocation OAL,J\IT;?/?QES
- Executive Pay « Tax Practices
& BUSINESS , " : VERSA
ETHICS - Disclosures and Transparency - Political Lobbying
+ Human Rights Due Diligence « Anti-bribery & Corruption
CONSUMERS & END-USERS (S4)
PRODUCTS & .
SERVICES « Access and Affordability

+ Externalities

Building on our Global Sustainability Strategy. We believe a more sustainable economic model is built
on a successful Energy transition, healthy Ecosystems, and greater Equality in our societies. These
'3Es’ are interrelated in complex ways - each driving and undermining our ability to achieve the
others. We must tackle them together. Left unabated, climate change and nature loss will continue
to expose the gaps in our social safety nets, punishing the least responsible and most vulnerable
members of our societies first and most severely. Thus, we seek solutions at the intersection of
our 3Es, such as the Just Transition, which sits at the nexus of our Energy transition and Equality
strategies. A successful energy transition and a healthy biosphere are essential to continued human
prosperity, but they cannot be achieved unless they are approached equitably.

This roadmap - the third in our "3Es’ series following our Biodiversity and Net Zero roadmaps -
details our strategy for how we use our equality framework to generate investment ideas, construct
portfolios, control for risk, and engage with companies and markets across the six ‘pillars’ of our
Global Sustainability Strategy:

1. Forward-looking perspective: We look at how companies are preparing for a just transition, and
how they are promoting gender equality

2. Responsible business conduct: We avoid investing in companies that do not respect human
rights, labour standards and anti-corruption principles


https://docfinder.bnpparibas-am.com/api/files/2818EAAE-D3CF-4482-A3BA-A2EA898AFD0D
https://docfinder.bnpparibas-am.com/api/files/940B42EF-AFFF-4C89-8C32-D9BFBA72BF24
https://docfinder.bnpparibas-am.com/api/files/F5EE3377-26CE-4DFD-B770-DBD29323D78B
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3. ESG integration: We use environmental, social and governance data to assess companies'
performance and risks, focusing on social indicators that measure inequality

4. Stewardship: We use voting, engagement and public policy advocacy to motivate companies to
improve their equality practices and support shareholder proposals that address inequality

5. Sustainability in our product range: We offer investors products that align with our equality
theme such as funds that invest in social bonds or inclusive growth

6. Sustainability in our operations: We ‘walk the talk’ on inequality and promote diversity and
inclusion, fair wages, and employee well-being; we encourage staff to partner with organisations
that, for example, seek to improve access to power and water, or take on youth unemployment

If you want to learn more about our Equality Roadmap,
you can find the full document here.

DISCLAIMER
BNP PARIBAS ASSET MANAGEMENT Europe, “the investment management company”, is a simplified joint stock company with
its registered office at 1 boulevard Haussmann 75009 Paris, France, RCS Paris 319 378 832, registered with the "Autorité des
marchés financiers” under number GP 96002.
This material is issued and has been prepared by the investment management company. It contains opinions and statistical
data thatare considered lawful and correct on the day of their publication according to the economic and financial environment
at the time. This document does not constitute investment advice or form part of an offer or invitation to subscribe for or to
purchase any financial instrument(s) nor shall it or any part of it form the basis of any contract or commitment whatsoever.
This document is provided without knowledge of an investors' situation. Prior to any subscription, investors should verify
in which countries the financial instruments referred to in this document refers are registered and authorised for public
sale. In particular financial instruments cannot be offered or sold publicly in the United States. Investors considering
subscriptions should read carefully the most recent prospectus and Key Information Document (KID) agreed by the regulatory
authority, these documents are available in the language of the country in which the financial instrument(s) is authorised
for the distribution and/or in English as the case may be, on the following website, under heading "our funds": https:/www.
bnpparibas-am.com/
Investors are invited to consult the most recent financial reports, which are also available on the website. Investors should
consult their own legal and tax advisors prior to investing. Given the economic and market risks, there can be no assurance that
the financial instrument(s) will achieve its investment objectives. Their value can decrease as well as increase. In particular,
changes in currency exchange rates may affect the value of an investment. Performance is shown net of management fees
and is calculated using global returns with time factored in, with net dividends and reinvested interest, and does not include
subscription-redemption fees, exchange rate fees or tax. Past performance is not a guarantee of future results.
You can obtain this by clicking here:
https:/www.bnpparibas-am.com/fr-fr/investisseur-professionnel/synthese-des-droits-des-investisseurs/ a summary of
investor rights in French. BNP PARIBAS ASSET MANAGEMENT Europe may decide to terminate the arrangements made for the
marketing of its collective investment undertakings/financial instruments, in the cases covered by the applicable regulations.
“The sustainable investor for a changing world” reflects the objective of BNP PARIBAS ASSET MANAGEMENT Europe to
integrate sustainable development into its activities, although not all funds managed by BNP PARIBAS ASSET MANAGEMENT
Europe fulfil the requirement of either Article 8, for a minimum proportion of sustainable investments, or those of Article 9
under the European Regulation 2019/2088 on sustainability-related disclosures in the financial services sector (SFDR). For
more information, please see https://www.bnpparibas-am.com/en/sustainability-bnpp-am/.
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