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Foreword

" ou

E Fund Management Co,, Ltd. (“E Fund,” “Company,” “we,” or “us”) is one of the
first asset managers in China to embrace responsible investing. As a responsi-
ble investing practitioner, we aim to promote the long-term sustainable devel-
opment of our society. Since 2017, we have become a signatory to the United
Nations Principles for Responsible

Investment (PRI) and joined other responsible investment-related organiza-
tions and initiatives. We actively respond to and implement the philosophy of
responsible investment and development, and we are determined to come out
on top in the long run.

This statement summarizes our understanding of responsible investment, our
management structure for responsible investment, our responsible investment
strategies adopted across various asset classes, and the corresponding risk
management measures. Given the potentially profound impacts of climate
change on the environment, economy, and society, this statement also articu-
lates our consideration of climate change in our investment processes.
Furthermore, as a responsible asset manager, we provide comprehensive
support for responsible investment in company operations, culture, institution-
al responsibility, and data systems to facilitate sustainable development.

We will regularly review and update this Responsible Investment Statement to
reflect dynamics of the latest business and responsible investment develop-
ments.
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Our Understanding of

Responsible Investment

The PRI defines responsible investment as the
investment practice that incorporates environ-
mental, social and corporate governance (ESG)
into investment decision-making and active own-
ership.

Based on this definition, here is our understanding
of responsible investment: We believe that compa-
nies with good environmental, social and gover-
nance performance have lower risks and bring
better returns in the long run. By investing in these
companies and practicing active ownership, we are
able to generate long-term sustainable returns for
our clients and facilitate the sustainable develop-
ment of our society.

Our responsible investment practices mainly

revolve around ESG incorporation and steward-
ship":

[1] Refer to the definitions of PRI:

ESG incorporation is the inclusion of important
ESG factors into our investment and research
process through ESG screening, ESG integration,
and ESG thematic investing strategies. We employ
a comprehensive analytical framework to enhance
our research capability for the long-term invest-
ment outlook. This framework not only considers
the value of the investee companies but also
weighs the impact of their externalities.

- Stewardship aims to maximize companies’ overall
long-term value by reducing the investment risks
and boosting the investment values through
actions like engagement and voting.

Our methodology will be elaborated in Section Ill.

https://www.unpri.org/introductory-guides-to-responsible-investment/what-is-responsible-investment/4780.article
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E Fund's Investment Management Committee
(IMC) is responsible for providing guidance for
the Company'’s responsible investment strat-
egy and principles, and overseeing the prac-
tice of responsible investment. The IMC is
chaired by the CEO and joined by the chairs of
the Investment Committees (ICs) of all asset
classes and the relevant managing directors.

We have a dedicated ESG team responsible
for implementing our ESG strategy and incor-
porating ESG into the investment and research
process. The asset classes covered include
active equity, fixed income,quantitative, and
index investments. The ESG team consists of
ESG analysts from the investment research
department of major asset classes and
employees from other relevant departments:

The ESG analysts from each investment
research department are responsible for
promoting the deep integration of the philos-
ophy of responsible investment with the
investment and research process, and facili-
tate responsible investment practices, includ-
ing systematically integrating responsible
investment philosophy and methodology into
the investment and research process,
performing ESG assessments of issuers, as
well as carrying out stewardship activities.

Based on their roles and responsibilities,
employees from other relevant departments
will  support the company’s responsible
investment practices from different perspec-
tives. Their tasks includes serving clients’
relevant needs, collaborating with external
institutions, and providing support in financial
technology, ESG data, and ESG risk manage-
ment.

*Created by Al
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Incorporating ESG in Investment

We employ an analytical framework that encompasses both ESG incorporation and stewardship, integ"'r
ing ESG factors throughout the entire investment.and research process. This framework applies to_as"éet
classes such as active equity, fixed income, quantitative, and index investments, while also*taking into
account the differences among these asset classes.

(1) ESG incorporation and stewardship strategies for active equity, fixed income,
and quantitative investments

ESG Incorporation
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We exclude companies that violate our ESG principles from the Company’s invest-
ment universe, and we also conduct screening and exclusions based on our con-
tractual agreements with clients. Our ESG exclusion criteria include but are not
limited to: suspected fraudulent issuance or material violations of information
disclosure; suspected threats to national, public, ecological, production, and public
health safety; high risk of delisting, with delisting risk warning from exchanges, or
confirmed delisting; and other exclusion conditions deemed necessary by the IMC
or the respective asset class’s IC.

In addition to traditional financial analysis, we systematically incorporate material ESG
factors into our investment and research process. Based on our responsible invest-
ment philosophy and research experience, we have developed a unique three-tiered
ESG assessment framework that covers over 30 material ESG indicators. This system
runs on our Al ESG technology platform, Ark.ESG, which utilizes both internal and exter-
nal data sources. Analysis and assessment are conducted accordingly, by our ESG
analysts and sector analysts.

We invest in certain sustainability themes in pursuit of environmental or social ben-
efits. These themes include climate change mitigation, pollution prevention, clean
energy, sustainable agriculture, green buildings, and themes related to the United
Nations Sustainable Development Goals (SDGs).

Stewardship

Engagement: We engage proactively with listed companies, bond issuers, and
various stakeholders, including other institutional investors, academic institutions,
. NGOs, and business communities. Our goal is to enhance the capabilities and
7 N performance of our investees in sustainable business and management practices,
and through these engagements, we encourage them to make progressive and

positive changes.
We prioritize investors’ interests in exercising voting rights, aiming to improve
investees’ long-term growth prospects and overall ESG performance. We have

established complete voting rules to regulate our voting actions across all invest-
ment portfolios.

(1) ESG incorporation and stewardship strategies for index investments

In line with the passive nature of index investing, E Fund’s index investment and research teams maintain
active dialogues with index providers and relevant research institutions, to thoroughly assess their index
methodologies. ESG factors are integrated into index research, product design, and product operations.

The team adheres to the same stewardship principles as described above.
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We place a high emphasis on the management of ESG-related risks. The
IMC provides guidance and oversight for our responsible investment prac-
tices, while various departments fulfill their respective roles to ensure
effective risk management in responsible investment.

The investment research department continuously monitors how ESG-re-
lated risks might affect issuers. ESG analysts conduct thorough risk analy-
ses, advise portfolio managers, or escalate the issues to higher manage-
ment when necessary. Portfolio managers take specific actions to address
the ESG risks in their portfolios accordingly.

Each asset class's ICs review the ESG risks of their respective invest-
ment portfolios based on business needs and decides on appropriate
measures to address these risks as appropriate.

The risk management department monitors and evaluates the ESG
performance of the relevant investment portfolios, considering internal
and external ESG ratings, disclosures by listed companies, regulatory
sanctions, news sentiment, and other information. The department
reports the findings to portfolio managers and the ICs regularly and
irregularly.

Climate Change
Consideration in
Responsible Investment

Climate change is a crucial topic for responsible investment. To effectively
monitor and manage the impacts of climate change on issuers the invest-
ment environment, and consequently the investment portfolios — such as
physical and transition risks — we integrate the consideration of climate
change in our investment management process, thereby delivering sustain-
able and long-term returns to our clients and contributing to the sustainable
development of society in the long run.

In line with our management goals and client needs, we calculate climate risk
indicators for the relevant portfolios utilizing various climate data. By com-
bining qualitative and quantitative approaches, we assess, monitor, and
manage the climate-related risks of these portfolios.

We can actively exercise shareholder or creditor rights to address material

climate-related issues, encouraging listed companies/bond issuers to act on
climate change challenges.
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We emphasize the implementation and execution of responsible investment philosophy across the Company.
By continuously enhancing the responsible investment system and cultivating an atmosphere that is condu-
cive to a responsible investment culture, we boost the awareness and capability of responsible investment
among our staff, ultimately advancing our overall sustainable operation:

E Fund has developed its proprietary technology systems, “Ark.James” and
“Ark.ESG", to generate quality ESG data, measure ESG risks, and facilitate
ESG integration in our investment and research process.

 — ;. u m
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*Created b‘y Al

Ark.James

Ark.James is the ESG data collection & processing system that auto-
matically identifies and collects ESG-related scattered data from over
70,000 data sources on 24*7 basis, extracting relevant and up-to-date
ESG information and turning into structured format. Supplemented by
third-party ESG data vendors from domestic and abroad, our ESG data-
base covers over 5000 A-Share listed companies and over 4,000
credit bond issuers in China, with more than 5 years of historical data.

Ark.ESG

The evaluation system, Ark.ESG, takes advantage of Al and big data tech-
nologies to perform in-depth ESG analysis and support E Fund’s respon-
sible investment. Its framework is built upon our own ESG assessment
framework and regularly refined to adapt to the dynamic China market.
The system dashboard shows companies’ E/S/G performance respec-
tively. Research analysts and portfolio managers across asset classes
have access to the Ark.ESG dashboard, and can refer to the comprehen-
sive ESG information of listed companies/credit bond issuers and better
understand them from a responsible investing perspective.

We advocate a culture of
responsible investment from
the top, incorporating the
concept throughout every
business process such as
research, investment, risk
control, information systems,
products, and marketing. The
responsible investment
progress across these
segments is continuously
tracked, with the latest
developments shared and
iterations encouraged
through briefings and
reports.

*Created by-Al

We organize and launch a
variety of responsible
investment training
programs to elevate our
awareness and capability of
responsible investment:
Professional competence
training sessions are
delivered to ESG-related
personnel with the support
of regulators, industry
associations, prestigious
domestic and international
organizations and platforms
related to responsible
investment, as well as
leading third-party
providers of ESG data or
services. The ESG team also
provides responsible

investment training to the
Company’ s investment
research department and
other relevant departments.

We promote a culture of
sustainable development
through broad internal
publicity and guidance:
Leveraging internal
publications, cultural walls,
electronic displays, and
themed events, we
popularize the concepts and
practices associated with
responsible investment and
sustainable development.
We also roll out a
carbon-neutral project for
our operational activities.
Each employee receives a
written proposal for
energy-saving and
low-carbon initiatives, which
advocates for carbon
neutrality in our operation.
Our operational emissions
are calculated and
submitted for third-party
verification.
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Participation in
Responsible
Investment
Organizations

In collaboration with global institutions, companies, and peer asset
managers, we promote collaborations in responsible investment. In
2017, we signed up to the PRI, becoming one of the first asset man-
agers to do so in China. For years, we have provided proactive
assistance to the PRI in research and initiatives. Additionally, we
joined the Asian Corporate Governance Association (ACGA) and
represent one of the two Chinese asset managers in the UK-China
Climate and Environmental Information Disclosure Pilot.

We recognize and believe that in the journey of responsible invest-
ment, addressing climate-related risks, seizing climate-related
opportunities, and tackling the issue of natural loss are key con-
siderations. We publicly support the recommendations put forth
by the Task Force on Climate-related Financial Disclosures (TCFD)
and the Paris Agreement. As a signatory to the Climate Action
100+ (CA100+) initiative, we vigorously discuss on climate topics.
We also joined the Carbon Disclosure Project (CDP) to back its
endeavors in fostering market standards and science-based envi-
ronmental disclosures.

As a signatory to the PRI, we disclose detailed information about our responsible investment practic-
es via the PRI's annual reporting initiative. We also provide clients with more detailed responsible
investment reports for their portfolios upon their requests.



Risk Reminder & Disclaimer

This Statement is for reference only, for information purposes relating to business of E Fund Management
Company Limited (hereinafter “the Company”). This Statement serves solely as a general introduction and
constitutes neither an offer or invitation to offer nor a recommendation to buy, sell or invest, nor any
suggestion or guarantee of profit or return. This report is not intended for use by persons located in or
residing in jurisdiction that restrict the distribution of such information by the Company. The information
contained in this report does not constitute a distribution, an offer to buy or the solicitation of any offer
to buy or sell any securities, products or services in any jurisdiction where such a distribution or offer
would be illegal.

Investment funds carry risks and require careful consideration. Before investing in a fund, investors should
carefully read the fund's legal documents, such as the Fund Contract and Prospectus, to fully understand
the risk-return characteristics of the fund products. Based on their own risk tolerance, investment horizon,
and investment goals, investors should make independent decisions and select appropriate fund prod-
ucts after understanding the product details and seeking the suitability advice from the sales institutions.
Investors should exercise caution and independently bear the investment risks and losses resulting from
their investment decisions, after fully understanding the product content and risk-return characteristics.

Unless authorized by the Company, no part of this report shall be copied, duplicated or reproduced by any
means in any form, or be re-distributed or disclosed to any third party, or be used in any other way which
infringes the copyright of the Company. Any institution or individual other than the Company who distrib-
utes or discloses this report shall assume all liability arising therefrom.

Although the sources of the information contained in this report are considered reliable, the Company
does not guarantee the accuracy or completeness of such information and assumes no liability whatso-
ever for any direct or indirect loss arising from the use of the information contained in this report or for any
other loss in connection therewith. The opinions and predictions contained in this report reflect judg-
ments made at specific points of time under specific circumstances, and these judgments are subject to
change. The Company is under no obligation to ensure the prompt external delivery of up-to-date infor-
mation, opinions or predictions at any time. Any views and opinions expressed are subject to change with-
out notice.

©2024 E Fund Management Co., Ltd. All rights reserved.



