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ESG: A path to fulfilling fiduciary duty

Investors are excited about ESG. There is gathering momentum for
how data and viewpoints on ESG factors can impact the real world.
The three letters that literally stand for environmental, social,

and governance, are often used synonymously with “responsible
investing.” Both are broad labels to which today’s investors attach a
diverse set of meanings, motivations, and goals.

Whether you see ESG as a driver of investment
performance, a risk-management tool, a reflection
of your values, or a moral obligation, Principal Global
Investors has established the capabilities to help
implement these factors into your portfolios.

Principal Global Investors has always advocated for long-
term solutions. There are myriad factors that can make
up environmental, social, and governance concerns.

This complexity requires an asset manager that can
offer ESG solutions that integrate with an established
investment philosophy and process to support clients’
belief systems. The careful consideration and long-term
focus that ESG investing principles require are a natural
fit with the research-driven character of the investment
boutiques of Principal Global Investors.

As part of one of the 2018 World’s Most Ethical
Companies, we understand the importance of ESG
and will continue to develop investment integration
options and research in order to best serve the needs
of our clients.

> Client focus

Our client-first focus is central to integrating ESG
factors across our investment boutiques and asset
classes. Our main goal with ESG is empowering our
clients with choice and confidence. We use a flexible
approach to ESG to recognize that there is no single
one-size-fits-all approach to something as individual as
views on environmental, social, and governance issues.
A sovereign wealth fund in Asia will take a different
approach to ESG than a pension fund in The Netherlands
would take. Because of this, we want to collaborate

with our clients on ESG in a personal, customized way
to achieve the dual outcome of safeguarding assets

and protecting the future. Knowing this, and knowing
everyone can do their part, we want to work closely with
our clients to help determine what type of engagement
best supports their values and goals.

A flexible approach also recognizes that the ESG
landscape is evolving. We eschew a rigid definition of
and approach to ESG. A broader conception of ESG
allows us to offer our clients those options that follow
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arepeatable investment process while conveying their
values and achieving their financial goals. It also keeps
open opportunities for new pathways in the future.

What does ESG integration
mean to us?

Some investors are skeptical when they hear about
responsible investment or ESG investing. Their view is
that an asset manager must drastically change how
they manage money and thereby sacrifice investment
results. However, when the focus is on ESG integration,
adding ESG considerations can become an investment-
performance driver and a risk-management tool.

ESG integration within our established investment
process is just a matter of doing what we are already
doing—focusing on repeatable and achievable, long-
term outperformance for our clients. For Principal
Global Investors, ESG means incorporating those issues
that are material and relevant to the evaluation of
sustainable earnings trends, sentiment, and valuations.
Any prudent analyst would recommend underweighting
or avoiding companies with poor management,
expensive environmental issues, or poor safety records.
This just makes sense.

Integrating ESG factors takes place across all asset
classes that the boutiques of Principal Global Investors
manage. The integration approach is determined by
the specific boutique investment process and the
underlying asset class, regardless of whether that asset
is equities, fixed income, or real estate.

While we can integrate ESG factors into our investment
process, Principal Global Investors also currently
manages client mandates with specific ESG exclusions.
Our capabilities allow us to overlay exclusions based

on clients’ religious, social, or sustainability concerns.
Other exclusions are expressly required by the clients’
countries of domicile. We want to partner with our
clients to understand what ESG concerns they need
incorporated into their client agreements.

Working beyond governance

Historically, the governance aspects of ESG have been
the primary focus across the broadest swath of our
clients. Governance factors and good governance
practices affect equities, fixed income, and real estate.
Focusing on governance is one of the universally
accepted ways an asset manager can affect investment
outcomes for their clients. This is especially true when
you combine a focus on governance with engagement.
Direct communication between investors and
companies on ESG matters is an important

element of the portfolio management services
provided to our clients.

But governance is only part of the ESG story. As a
signatory to the Principles for Responsible Investing
(PRI) since 2010, we understand that ESG factors play a
material role in determining risk and return, and should
be considered as part of our duty to clients and our
fundamental investment process. We value the voice
that being a PRI signatory provides in defining and
shaping the ESG discussion, the development of best
practices, and ultimately the potential to enhance the
outcomes for our clients, and for those who depend

on them.

Our ongoing commitment to ESG

Regular meetings of our firm-wide ESG working group
help coordinate ESG efforts across the organization.
This group also engages with our investment boutiques
to help them determine how to leverage current ESG
best practices.

With an ongoing focus on ESG research and education,
our investment boutiques gather valuable insights that
are crucial to the evaluation of sustainable competitive
advantages. In addition, we use recognized third-party
proxy-research providers. This research, taken together
with our analysts’ fundamental company analysis and
the additional perspective of our portfolio managers,
provides for informed decision making in navigating
proxy issues.
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With a strong focus on being good stewards of our
resources and those of our clients, our investment
teams work to integrate ESG factors across all asset
classes. Our multi-boutique approach allows each
investment boutique to determine how to integrate ESG
factors into their investment processes, based on the
needs of their clients. This provides a broad spectrum of
integration options.

How do we live ESG?

Helping clients incorporate ESG issues into their
portfolios is only part of the story. We also try to

live to a high standard of environmental, social, and
governance principles. Principal Global Investors and
our parent firm, Principal, have established a Corporate
Environmental Policy covering the firm’s environmental
focus in several areas:

© carbon footprint

© water efficiency

© waste and recycling

© environmental preferable purchasing

© employee awareness

At the enterprise level,
Principal scored an A- on our
response to CDP’s 2017 Climate
Change questionnaire.

This is a leadership score and higher than 70 percent
of all respondents in the United States and higher
than nearly 60 percent of all U.S. financial sector
respondents. CDP (formally Climate Disclosure
Project) is the only global disclosure system for
companies, cities, states, and regions to manage
their environmental impacts. Via CDP, we have
committed to publicly disclosing and reporting
environmental information for the benefit of
investors. CDP also allows us to connect our
environmental performance to our overall strategy,
performance, and prospects. Only 160 firms have
currently made this commitment.
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Disclosures

Unless otherwise noted, the information in this document has been derived from sources believed to be accurate as of October
2018. Information derived from sources other than Principal Global Investors or its affiliates is believed to be reliable; however,

we do not independently verify or guarantee its accuracy or validity. This material contains general information only and does not
take account of any investor’s investment objectives or financial situation and should not be construed as specific investment
advice, recommendation or be relied on in any way as a guarantee, promise, forecast or prediction of future events regarding an
investment or the markets in general. The opinions and predictions expressed are subject to change without prior notice. Any
reference to a specific investment or security does not constitute a recommendation to buy, sell, or hold such investment or
security, nor an indication that Principal Global Investors or its affiliates has recommended a specific security for any client account

Subject to any contrary provisions of applicable law, Principal Global Investors and its affiliates, and their officers, directors,
employees, agents, disclaim any express or implied warranty of reliability or accuracy and any responsibility arising in any
way (including by reason of negligence) for errors or omissions in this document or in the information or data provided in this
document.

Past performance is no guarantee of future results and should not be relied upon to make an investment decision. Investing
involves risk, including possible loss of principal.

All figures shown in this document are in U.S. dollars unless otherwise noted.
This document is issued in:

* The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission.

« Europe by Principal Global Investors (Europe) Limited, Level 1, T Wood Street, London EC2V 7JB, registered in England, No.
03819986, which has approved its contents, and which is authorised and regulated by the Financial Conduct Authority.

« Singapore by Principal Global Investors (Singapore) Limited (ACRA Reg. No. 199603735H), which is regulated by the Monetary
Authority of Singapore and is directed exclusively at institutional investors as defined by the Securities and Futures Act (Chapter
289).

 Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS License No. 225385), which is regulated by
the Australian Securities and Investment Commission and is only directed at wholesale investors (as defined in sections 761G and
761GA of the Corporations Act).

¢ This document is issued by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and
authorized by the Dubai Financial Services Authority as a representative office and is delivered on an individual basis to the
recipient and should not be passed on or otherwise distributed by the recipient to any other person or organisation. This document
is intended for sophisticated institutional and professional investors only.

» Switzerland by Principal Global Investors (Switzerland) GmbH which is authorised by the Swiss Financial Market Supervisory
Authority (“FINMA”).

¢In Europe, this document is directed exclusively at Professional Clients and Eligible Counterparties and should not be relied upon
by Retail Clients (all as defined by MiFID Il). Principal Global Investors is a global asset management company and strategies may
be accessed from entities other than that which is issuing this document. Clients that do not directly contact with Principal Global
Investors (Europe) Limited (“PGIE”) will not benefit from the protections offered by the rules and regulations of the Financial
Conduct Authority, including those enacted under MiFID II. Further, where clients do contract with PGIE, PGIE may delegate
management authority to affiliates that are not authorised and regulated within Europe and in any such case, the client may not
benefit from all protections offered by the rules and regulations of the Financial Conduct Authority, including those enacted under
MiFID Il.

« India by Principal Pnb Asset Management Company Private Limited (PPAMC). PPAMC offers only the units of the schemes of
Principal Mutual Fund, a mutual fund registered with SEBI.

» Hong Kong by Principal Global Investors (Hong Kong) Limited, which is regulated by the Securities and Futures Commission and
is directed exclusively at professional investors as defined by the Securities and Futures Ordinance

There is no guarantee that socially responsible investing (SRI) products or strategies will produce returns similar to traditional
investments. A environmental, social and governance (“ESG”) investment strategy limits the types and number of investment
opportunities available and, as a result, may underperform other strategy that do not have an ESG focus. A ESG investment
strategy may result investing in securities or industry sectors that underperform the market as a whole or underperform

other strategies screened for ESG standards. Socially responsible investing is qualitative and subjective by nature, and there is
not guarantee that the criteria utilized, or judgment exercised, will reflect the beliefs or values of any one particular investor.
Information regarding responsible practices is obtained through voluntary or third-party reporting, which may or may not be
accurate or complete, and such information is used to evaluate a company’s commitment to, or implementation of, responsible
practices. Socially responsible norms differ by region. There is no assurance that the socially responsible investing strategy and
techniques employed will be successful.

This material is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution
or use would be contrary to local law or regulation.

Expressions of opinions and predictions are accurate as of the date of this communication and are subject to change without
notice. There is no assurance that such events or prospections will occur and actual condition may be significantly different than
that shown here.

Insurance products and plan administrative services provided through Principal Life Insurance Co. Principal Funds, Inc. is
distributed by Principal Funds Distributor, Inc. Securities offered through Principal Securities, Inc., 800-547-7754, Member SIPC
and/or independent broker/dealers. Principal Life, Principal Funds Distributor, Inc. and Principal Securities are members of the
Principal Financial Group®, Des Moines, |IA 50392.

©2018 Principal Financial Services, Inc. Principal, Principal and the symbol design and Principal Financial Group are trademarks
and service marks of Principal Financial Services, Inc.,a member of the Principal Financial Group. Principal Global Investors is the
asset management arm of the Principal Financial Group.
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