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We Are Measuring Which ESG Risks Appear in
Our Ratings
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We Are NOT Measuring Overall ESG
Performance
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How Are We Defining Relevance and Materiality to Credit?

Relevance Score Definition

5 Highly relevant, a key transaction or program rating driver that has a significant impact on an
individual basis.

Relevant to transaction or program rating; not a key rating driver but has an impact on the ratings
in combination with other factors.

Minimally relevant to ratings, either very low impact or actively mitigated in a way that results in no
impact on the transaction or program rating.

Irrelevant to the transaction or program ratings; relevant to the sector.

1 Irrelevant to the transaction or program ratings; irrelevant to the sector.
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Summary Stats on ESG Relevance Scores By Asset Class

Fitch Analytical ESG # of Issuers/  # of Data # of # of # of % Some
Groups Templates Transactions Points E Scores S Scores G Scores Impact
Corporates 52 1,577 22,078 7,885 7,885 6,308 22%
Financial 4 986 13,804 4,930 4,930 3,944 20%
Institutions

Sovereigns 1 118 1,770 590 590 590 100%
Public Finance & 20 2 683 38,676 13415 13415 11,846 5%
Infrastructure

Structured 18 4,821 67,494 24,105 24,105 19,284 18%
Finance

Totals 95 10,185 143,822 50,925 50,925 41,972 16%
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An Example of SF ESG Relevance Scoring

FIVE ENVIRONMENTAL

FIVE SOCIAL

FOUR GOVERNANCE

20 TEMPLATES

E & S COLLAT. SPECIFIC

G UNIFORM
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Credit-Relevant ESG Derivation

WMT 2018-5 has 1 E5 ratng criver and 5 E8 poteniial ratng drivers.
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RMBS

Overall ESG Scals

Kkey driver c ssues
U ‘ ﬁM\" 2C15-8 hes exposure o counterparty rsk; origination, uncenwriing and'cr SQDMEpEcr Standards: risk. crip risk atich, I
o roads the matng.
"M\f' 2C18-E hes exposure 10 8ssSel COEMENCNS aNICr Cash Ticw EXTOSUrE 10 extreme westner everts and oTher Catesroshe sk Inchaaing tut mot ImRed 1 Socaing, hurricanes, 1omadoes, and 1 ssues
eanhguekes Ut this mas very low Impect on the raung.
JEMMT 201 8-8 has exposure 10 Macrceconamic S8ctors and sustained structural SHNS In seculer preferences affecting consurmer behavice and undertying Morgeges anda'or morpape avelladiy dtths
has very low Imgact on e rating. pomential ariver s zsues
JEMMT 2015-2 nes exposure 12 [wsscionsl lepal iz rpuistony 2 sversgnt : govern stior: bust 1is nas very o Impect on the mtng.
3 ssues
JPMMT 20138 hes exposure sovency s¥uciural risk mitgan; compiex sruCtures but this has very iow Impac on the mtng. prRm— o
JEMMT 2015-2 nas exposure 15 ansacion Gatm 3ne persdlc repartng Ou s hes very /o et 07 the rmtng e » PR

Environmentsl (E)

Genersi 1ssues E score ‘Sector-Specific issuse Referance E Scale
GG Emssions & Ar Gusity S . na
Erargy Mansgeman: 1. na ne
\Weter 3 Westramter Mansgermert N s na

Envirommental she risk 2na essocieted remediszoniscisy Cos;

teste 5 Hezmous Msteres
e & 2 sossnene dulking pracsces InCuding Gress Guldng cerficate | Asset Guaity; Financial Structure; Surveiiance
ey

Management; Ecological Imeacts.
Asset, cperaions andice cash Sow exposure 10 exyeme westher

Exposure 30 Environments impecs 3" events and cther catastrophne sk, Inchding Dut nct Smited b Asset Quaty, Fimercisl Stucture; Survedtance
ficcding, humicanes, yornadoes, and esrthgsakes

Social (S)
Genersi lssuss S scors Sector-Specific issuss Refersncs S Scale
:ga, :uu":gu,., : 2 Accessiontyts smomecie rousing Asset Guanty; Finencial Stucture; Surveliance

Crmiomes Wett/E - Fak MESTEOVG Compilence nsiks Inclding far iending practces, mis-seling,

Frnmcy & Dans Secu, 2 reossession¥crecosure pracices, Comsumerdataoectecton Asset Quaity, Operatcosl Risk Suneliasce
(Sata securty)

Lascr Reistions & Fractices. $0 na. ne

Empioyee Visiteng 1 na ne

PMBcrcecceomic facics 2nd Susteines STuctural ShS in seculsr
Ereferences affecting corsumer bemevior and underying Asset Quaity, Finencisl Stucture; Survatence
monpages andia mIrgage suslecin

Exposure 1 Soclsl Impecs

Governance (G)

General lasues G Score ‘Sector- Specific lssuee Reference G Scaie
Rufe of Lew, Insthuticosl end 3 Jrstictional iep risks; repuEloTy EMECIVEESS; SUPERISCrY ASset isciation and Lega! S¥ucture; Asset Quaity; Rating Caps:
Reguistory Guaty cuersignt: foreciosive imas; govemment support 8o Itervation | Sunveliance
i B ot B o Assat iszienon 203 Laga) Svusiure: Asset Guay; Financia

Suctural sk mitgants; compiex SYuctures. Syuctre: Ratisg Caps; S

Coumensenty risk ariginasan. wnderaTing endior aggregator
Transaction Fartes 5 Operationel Risk & sandams; DoTTCaErlesseRsponSOr Sk
cognEzosenioen Tangen coerEIn sk

Asset Guaity; Finencial Stucture; Cpermticnat Risk Rating Cazs:
Survetienze

Asset Isciatios and Legal Sructure; Asset Guailty; Firencias

Dsts Transperency & Frivecy 3 Tramsscticn cets eng pedodic reparing vz Sirveitens

How to Read This
ESG sccras range fram 110 5 ba3sed o6 @ 15-evel color gracation.
Red (3) I8 most rasevant and graen (1) Is 238t ralevant

Tne Environmental (E). Social (S) and Gowernance (G) tabiss
Er23K Ut tha Indioual components of Mz scale. Tha right-nana tax
shows the aggregate £ S, or G score. Ganeral Issues are refevant
3cross 30 marksts With S2Cior-SpacAc lssLes LNLS 10 3 panisar
3ss2t ciass. Scores ara assigned 10 each seclor-spaciic issue. These
So0res SNy NS CEATRISVENCE Of NS SECIOEDECINC 1ESUSE 1D ME
{rANEICHIN'S Of ProgrEM's owardl credt Eing The Referancs Lox
igniights M2 facion(s) within which the comesponaing ESG lesuss are
captLred in Fteh's credt analysE.

The Credit-Relevant ESG Dertvation tabl h2 overall ESG
soore. This sCore Eignities tha credit ralevance of combined £, S ana
G iSeuSs 0 e Uansaction’s Of PrOGIaM's CredR rating. The thras
cOMNTE o the % Of the ouaral ESG score ELMTNEMZE ME
rENEICHON'S OF PrOQEM'E SUD-COTECnert ESG scorse. Tre box on
the far it icantifies some of the main ESG Issuse Mat ara dnvers or
poogru;l divars of the ¥aneacton's or progaAmME cradlt ratng

WEn scorse of 3. 4 Of ) and peovioes 3 bosf

Ctasalfication of ESG lesuss has besn developed fom Faoh's sector
28005 oents The Generai Josee 3nd Secior-Speciic lesues draw

the cisssificaticn sisndards puoished by the SUstanabity
N:eol.rang Standards 503r0 (SASE).

CREDIT-RELEVANT ESG SCALE - DEFINITIONS
How rejsvant are £, § and O icsues to the overas cradit ratng?

wonizess mouci on an mracow tawa.

| Seecee = rmnaesoe 2 s e s wsng ez
I . o e raiavin &2 corisrmbon wtn Siver feciors.

T

| TeecEnt IS e FRTIREIIN ¢ rSIrET STE. CwesEn I3 e TesEn




ESG Relevance Score: SF Scoring Results

ESG Elements Driving Transaction Credit Impact
(No.)

4,704 500

Transactions oo

+ 117 CVBs 200

100
0

_Environmental Social Governance
Source: Fitch Ratings

Relevance to Transaction Portfolio _
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= No Impact
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Some Impact [+]
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Fitch Ratings — Structured Finance ESG Resources

Important takeaways:

® Relevance and materiality to ratings

¢ Sector-specific issues reflect collateral types

® ESG factors relevant for 18% for SF transactions

Introducing ESG Relevance Scores for Structured Finance and Covered

Bonds
SF and Covered Bonds ESG Dashboard Compendium

What Investors Want to Know: Structured Finance and Covered Bond
ESG Relevance Scores

Structured Finance and Covered Bonds ESG Relevance Map

This and more information available at www.fitchratings.com/esg

FitchRatings

= FitchRatings Q Search

Globsal Home » ESG

Environmental, Social and Governance - Defining Relevance to Credit

Fitch Ratings has launched a new integrated scoring system which shows how environmental, social and governance

(ESG) factors impact individual credit rating decisions. We are the only CRA who currently offers this level of granularity

or transparency sbout the impact of ESG on fundamentsl cradit

Read the Announcement | Resd Our FAQ

Introducing ESG Relevance Scores for
Financial Institutions

Nearly 20% of global financial institution ratings
are currently influenced by governance risk
according to an analysis of new Environmental,
Social & Governance (ESG) Relevance Scores.
ESG risks overall have a low level of direct impact
on financial institution credit ratings. The scores
cover over 900 banks, non-bank financial
institutions and insurance companies around the
globe. Download our ESG Financial Institutions
special report to lear more

ESG Risks Limited For US Non-Life
(Re)insurance Ratings

For US non-life companies, environmental issues
can be particularly relevant given a significant
number of individual carriers' underwriting
exposure to natural catastrophe risk and latent
asbestos and environmental losses.

WEBINAR

FSG Relevance Scares for Financial

SETTIN

“‘. Download our ESG
" Relevance Scores
Fitch has assigned ESG Relevance
Scores across its internationally-

rated portfolio. Review all of the scores via our
ESG Dashboard Compendiums here

Corporates « Global Banks » Insurance « NBFI

RESOURCES & HIGHLIGHTS

Initial findings — Corporate Credit Profiles
Most Influenced By ESG

How Our Relevance Scores Work (Video)

Capturing Environmental, Social and
Governance Risk in Credit Ratings

Green Bonds ~ Fitch Ratings and Market
Overview

Green Bond Funds Face Diversification
Challenge

2018 to be a Pivotal Year for European Green
Bond Funds

UN Principles for Responsible

Investment
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https://www.fitchratings.com/site/re/10095492
https://www.fitchratings.com/site/re/10092627
https://www.fitchratings.com/site/pr/10099623
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