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People need structure. Therefore we like to date things, to give them a beginning and an end. The date that has been set
for the beginning of the Renaissance is 1401, i.e. the year of the call for proposals for the gate of the Florence Baptistery of
San Giovanni. The modern age began at 1492, when Christopher Columbus discovered America. The era of the nation state
began in 1648 with the Peace of Westphalia. The age of coal and hydrocarbon was heralded by the invention of the steam
engine by James Watt in 1789.

Of course these dates are of an ambivalent nature. Historical developments can hardly ever be tied to one day or even
year. They take long periods of time and are made up of numerous pieces like a jigsaw puzzle; it is only when you step
back that you can recognise the image that will become visible further down the road. And as far as Watt goes, we also
have to get our facts straight: he did not invent the steam engine, but only improve it.

One day in the future, the year 2016 may be regarded as the end of the era of coal and hydrogen – the year coal
divestment became mainstream. The year the Rockefeller Foundation announced is withdrawal from coal and even oil, the
primary source of its assets. The year big insurance companies, foundations, or public funds declared they were not going
to invest in coal any longer. Many pieces of a jigsaw puzzle, that in time may add up to a full picture of the end of an era,
the end of coal and hydrogen.

Even if the era of coal and hydrogen actually came to an end, the name James Watt has already become immortal. After all,
the physical unit of power (energy turnover per time unit) has been named after him. You might call it a memento of the
past that will also be relevant after the possible end of hydrocarbon, since energy will still be consumed. After all, the
required Watts have to come from somewhere.

At this junction of old and new is where we see sustainable investments positioned. It is not only our task to exclude
particularly harmful business practice such as the mining and burning of coal through divestment, but also to finance
alternative sources, modes of storage, and networks of energy. Sustainable investment means more than just pointing the
finger. Sustainability means creative destruction, very much along the lines of Schumpeter**. Therefore we would like to
use this ESG Letter to invite you to have a broad look at the divestment of coal and its possible alternatives.

Mag. Gerold Permoser

* Scottish inventor, 1736-1819

** Joseph Schumpeter was an Austrian economist and politician who picked up on the concept of creative destruction in his text Capitalism,
Socialism, and Democracy. The notion of creative destruction regards destruction as necessary for reorganisation to take place.

Gerold Permoser is Chief Investment Officer (CIO) of Erste Asset Management. In this
function he is in charge of the asset management activities and investment strategies of
all investment funds of the Erste Asset Management Group in Austria, Croatia, Czech
Republic, Germany, Hungary, Romania and Slovakia.
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The EAM Investment Board gives a structured form to the ongoing and responsive dialogue with and among sustainability
research agencies. The Board provides the opportunity for the consultation process between own research and external
research to take place. It also discusses rating details, the ESG‘s assessment of the IPOs of new issuers and sustainability
issues in general.

In May 2016 we reached a historic milestone in power generation in Europe: for the first time in history, the entire power
demand in Germany was almost fully covered by renewable energy for a few hours. In the UK, too, power generation was
almost completely free of coal for an entire week. This development is encouraging, not the last a few months after the
climate conference in Paris.

Changes in the energy mix
The topic of coal almost by its very nature leads to issues of energy generation. The low coal price and the fact that there is
still an abundance of coal deposits support this source of energy. But the negative influence on climate change is
enormous. The realisation of the fact that we have become able to cover a large part of our energy demand from
alternative sources suggests a turn as well as the end of coal on the horizon.

Business models are adjusting only slowly
A look at the affected companies suggests that the move away from coal has not been a particularly significant one so far.
That being said, in developed countries, utility companies seem to be gradually prepared to reduce coal in their energy mix
and to search for alternative solutions. In order to ensure energy supply, however, energy generation exclusively from
alternative sources is not possible yet. This is where opportunities await innovative technologies in the energy sector.
Especially in the field of energy storage there are companies that contribute to the ongoing development.

With utility and exploration companies* increasingly withdrawing from the coal business, coal trading and transport are
exposed to a decline in coal-related activities. The construction and engineering sectors are also affected. Ultimately it is
difficult to quantify the impact of decarbonisation on the various sectors. A thorough analysis of the supply chain of specific
companies is of crucial relevance. Other sectors are also affected by high CO2 emissions and could thus potentially be
exposed to financial hardships.

Coal divestment – a signal to politicians
The data available is of elementary relevance to the divestment trend that has been drawing attention for a while in the
finance sector. Here, too, the financial risk caused by investment in “coal companies” has been recognised. Whereas the
direct influence caused by the divestment of companies that participate in the production of coal is relatively limited and of
a symbolic nature, the indirect impact resulting from stigmatisation is a strong signal to politicians.

Status quo: as a matter of principle, politicians decide on the speed of development in the area of energy production via
fossil or alternative sources. Subsidies and other ways of ensuring influence will exert pressure on the economy in the long
run, as a result of which business models will have to adjust. First steps have been taken in central Europe, but
technologies are still lagging behind. The USA tends to be the pioneer in this context and has been supportive to the
development of alternative energies.

* Exploration companies search for the deposits of raw materials in the Earth’s crust. This can be for example oil, natural gas, coal, or ore. 

[Stefan Rößler]

Coal is an issue for the economy
Investment Board
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It is quite straightforward to find out which are the main contributors to global CO2 emissions on the basis of the CO2 data
of our research partner and of our ESG analyst team. The results are not surprising: utility companies top the list in terms of
CO2 intensity as reflected by the global MSCI World index, followed by base materials, and energy producers

Erste Asset Management was the first asset management company to commit to publishing its CO2 intensity. In comparison
with the emission of the MSCI World index as of 2015, our EAM equity funds produce only 70.6% of the referential figure of
said index; our sustainable, global equity fund only 40.7%. For more information on the carbon footprint of the EAM equity
funds, on the calculation method, and on the Montréal Carbon Pledge please visit our website: www.erste-am.at

Carbon footprint of listed companies by sector
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Engagement is of great importance for EAM‘s sustainable investment approach. It combines own initiatives with
collaboration on a national and international level. The structured engagement process is based on the „EAM Engagement
Guideline“ which determines engagement issues, approach and procedures.

An increasing number of large investors with long-term horizons have been announcing the exclusion of coal from their
respective investment universes. The structure of investors who have joined this trend is exciting. Insurance companies, in
particular, have taken this step in relation to their own investments in order to curtail climate change. To them, it is a
question of their very existence: they simply could not insure a world that was four degrees warmer than now any longer
due to uncalculable environmental risks. Further investment in coal means uncalculable risks in the long run that would
endanger their own core business and its mere existence.

Coal has become unprofitable
The decline in global market prices for coal has temporarily put pressure on mining operators: Peabody, the biggest private
coal-mining operator, has gone bankrupt. Out of 42 listed Chinese coal mines, at least 15 are currently operating at
negative marginal earnings. Big European power plant operators have been affected by the falling coal price as well. E.ON
and RWE have undergone a corporate split in order to rid themselves of their coal baggage. Coal is currently retreating all
across the board – however, largely not because of a massive shift towards divestments, but because operations have
turned unprofitable. If coal prices were to change, this particular pendulum would reliably swing back the other way as well.
This is where the responsibility of sustainable investors kicks in.

Climate risks require long-term plans
The risks are also reflected in large mining companies and their approach to divestment: BHP Billiton has divested many of
its coal assets but has also kept quite a few. Cases such as Anglo American, which is completely discontinuing its coal
mining business, are currently still rare. Verbund is also a positive example: the company does not outsource the few
remainders of its coal-fired power business for it to continue polluting under another flag, but instead has shut that line
altogether. Only this kind of decision can be regarded as sustainable.

Stricter standards also create short-term benefits
Therefore Erste Asset Management decided already in 2015 to exclude any form of investment in coalmines from its
sustainable funds for good. But that’s not all: the problem is climate change, not only coal. Therefore we have also
tightened our criteria in the oil sector, cutting oil companies that operate largely in the area of the carbon dioxide-intensive
tar sand from our funds as early as in 2014. This brings benefits even in the short term: given the high production costs,
these companies react very sensitively to oil price fluctuations, which in turn means volatility for investments in the sector.
Due to the reduction of the carbon footprint in our investments, our sustainable equity funds cause only half as much
greenhouse gas as their referential indices.

[Dominik Benedikt]

Phasing out investments in coal
Engagement
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Coal in black and white
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„For a long time, coal and oil were pretty much my life.” says Gerold Permoser, Chief investment Officer (CIO) and Chief
Sustainable Officer (CSIO) of Erste Asset Management.

To me, coal divestment*, i.e. the end of investments in coal, is not just any topic. For a long time, coal and oil were pretty
much my life. Coal bought me clothes, food, and provided a roof over my head. My fortresses were built from coal
briquettes – in notable difference to wooden logs that all the other kids were using. Much to the chagrin of my mother, who
had to put me into the bathtub that was black as the night at the end of every day. She still likes to tell me the story about
how in the queue outside the corner store two women were chatting about the dirtiest kid in the estate, unaware of the fact
that that kid was hers. All of this is due to the fact that my parents have been running a coal and oil business.

Around the middle of the 1980s it took up to four people to empty the coal carriages, fill the
coal into sacks, and deliver them to the customers. Carrying 50kg-sacks of coal was an
exhausting yet lucrative summer job, which not only filled my wallet but also helped me gain
some muscle. Back then, coal was a win-win situation.

My first experience with the concept of divestment also dates back to that time. Brown coal
disappeared from our coal storage around the middle of the 1980s. It had been banned from
use as domestic fuel. Even then I was able to see the learning point of the story: the burning
of coal comes with unwanted consequences that may lead to regulation, and, in a last step,
to divestment.

In the 1990s the oil and coal market changed massively.
Coal had all but disappeared from the domestic energy
mix, substituted by oil, gas, and pellets. This is also a kind

of divestment, but in contrast to brown coal, this one was driven by the market. This was
the second learning point that I still remember from that era: people have no need for
coal, oil, or wood, but only for what they can do with it.

Why am I telling you this story? Elementary – I believe that we can currently see two
trends that affect coal negatively: on the one hand environmental concerns ranging from
climate protection to smog and particulate matter emissions will change the coal market
for good. On the other hand, the availability of economical and clean alternatives
suggests that coal will not be staging a comeback. The divestment of coal would
therefore not only contribute to a decrease in environmental pollution, but also to higher
yields. Therefore, in my mind coal today is a win-win situation.

* Divestment is the reduction of an asset due to ethical, financial, or political goals. It denotes the sale of shares, bonds, or investment funds
that are, for example, linked to coal. 

[Gerold Permoser]

Coal: a win-win story
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March 2016 – May 2016

The definition of our investment universe is the corner stone in building our funds.

Admitted

Senvion SA  (sector: heavy electricalequipment), EAM ESG rating 05/2016 of B-; global mechanicalengineering
company with focus on wind energy solutions. The company providesdevelopment, construction, and distribution of
wind turbines as well asinstallation, transport, and maintenance services.

Responsible-Investment-Universe
Changes
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Erste Asset Management recognized the importance of responsible fund management early on. Over the course of the past
decade we have developed and successfully introduced a broad range of sustainable funds. The following funds are
available in line with Erste Asset Management’s „Responsible Investment Approach“.

Equity funds
All funds are denominated in Euro.

Fund name

year-to-
date, in 

%
2015, in 

%
2014, in 

%
2013, in 

%
2012, in 

%
2011, in 

%
Mgmt. fe
e, in %

Volume i
n Mn.

Risk not
es 1)

ERSTE RESPONSIBLE STOCK GLOBAL –3,91 10,87 15,21 17,52 9,51 –4,90 1,50 189,2  

ERSTE RESPONSIBLE STOCK EUROPE** –4,97 10,67 6,89 18,55 20,88 –23,03 1,50 42,2 A

ERSTE RESPONSIBLE STOCK AMERICA* –2,57 8,55 7,37 22,21  * * 1,80 46,3* A

ERSTE WWF STOCK ENVIRONMENT*** –5,11 9,48 12,51 55,88 –7,35 –25,66 1,50 93,7 A

Performance calculated according to the OeKB (Österreichische Kontrollbank AG) method, as of 31.05.2016. The management fee is included inthe performance. Subscription fees applicable at
the time of purchase of up to 5.00% and other fees that may reduce returns, such as individual accountand deposit fees, are not included in this presentation. Past performance is not a reliable
indicator of the future performance of a fund. Pleasenote that it is not possible to draw any conclusions on the volatility or risk of an investment from annualized averages for multi-year
periods.
* Fund merger: ERSTE RESPONSIBLE STOCK AUSTRIA and ERSTE RESPONSIBLE STOCK EUROPE EMERGING were merged with ERSTERESPONSIBLE STOCK EUROPE on 28.08.2015; performances
until 27.08.2015.
** Renaming and shift of focus as of 8 April 2013 (former name: ESPA STOCK AMERICA)
*** in USD

1) Risk notes

A The ERSTE RESPONSIBLE STOCK EUROPE, ERSTE RESPONSIBLE STOCK AUSTRIA, ERSTE RESPONSIBLE STOCK EUROPE EMERGING,ERSTE RESPONSIBLE STOCK AMERICA, ERSTE WW
F STOCK CLIMATE CHANGE, and ERSTE WWF STOCK UMWELT funds may displayincreased volatility due to the composition of the portfolio. As a result, share values may be subject 
to significant fluctuations even overshort periods of time.

B The ERSTE RESPONSIBLE STOCK AUSTRIA fund is an index fund pursuant to Paragraph 128, section 5 line 1 in conjunction with Paragraph75 of the InvFG 2011 (Investment Fund Ac
t, Austria). The aim of the investment strategy is to emulate the VÖNIX (VBV Austrian SustainabilityIndex).

Responsible funds at a glance
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Bond funds, mixed funds
All funds are denominated in Euro.

Fund name

year-to-
date, in 

%
2015, in 

%
2014, in 

%
2013, in 

%
2012, in 

%
2011, in 

%
Mgmt. fe
e, in %

Volume i
n mn.

Risk not
es 2)

ERSTE RESPONSIBLE RESERVE* 0,62 0,05 1,78 0,31 5,33 0,60 0,24 142,7  

ERSTE RESPONSIBLE BOND 3,03 –0,37 9,75 0,42 10,57 0,94 0,60 131,2  

ERSTE RESPONSIBLE BOND EURO-CORPORATE 3,01 –1,13 7,55 1,45 12,89  * 0,60 161,3  

ERSTE RESPONSIBLE BOND EMERGING CORPORATE 3,85 0,55 6,00  * * * 0,96 95,8  

ERSTE RESPONSIBLE BOND GLOBAL IMPACT** 2,26 –2,08  * *  * * 0,60 42,0  

ERSTE RESPONSIBLE BALANCED 0,67 –2,26 7,63 1,65  * * 1,00 22,1 a)

Performance calculated according to the OeKB (Österreichische Kontrollbank AG) method, as of 31 May 2016. The management fee is included inthe performance. Subscription fees applicable
at the time of purchase of up to 5.00% and other fees that may reduce returns, such as individual accountand deposit fees, are not included in this presentation. Past performance is not a
reliable indicator of the future performance of a fund. Please note that it is not possible to draw any conclusions on the volatility or risk of an investment from annualized averages for multi-
year periods.
* Fund inception during fiscal year (on 01.06.2015), annual performance can therefore not be shown.

2) Risk notes

a) The ERSTE RESPONSIBLE BALANCED fund may invest significant amounts in investment funds (UCITS, UCIs) pursuant to Paragraph 71 of the InvFG 2011 (Investment Fund Act, Aust
ria).

Microfinance funds
All funds are denominated in Euro.

Fund name

year-to-
date, in 

%
2015, in 

%
2014, in 

%
2013, in 

%
2012, in 

%
2011, in 

%
Mgmt. fe
e, in %

Volume i
n mn.

Risk not
es 3)

ERSTE RESPONSIBLE MICROFINANCE 0,50 3,44 4,11 2,54 3,20 2,48 1,00 42,5 x)

Performance calculated according to the OeKB (Österreichische Kontrollbank AG) method, as of 29.04.2016. The management fee is includedin performance. Subscription fees applicable at the
time of purchase of up to 5.00% and other fees that may reduce returns, such as individualaccount and deposit fees, are not included in this presentation. Past performance is not a reliable
indicator of the future performance of a fund.Please note that it is not possible to draw any conclusions on the volatility or risk of an investment from annualized averages for multi-year
periods.

3) Risk notes

x) The ERSTE RESPONSIBLE MICROFINANCE fund may invest significant amounts in investment funds (UCITS, UCIs) pursuant to Paragraph 7line 1 of the InvFG 2011 (Investment Fund
Act, Austria).

The Austrian Financial Market Authority (FMA) herby warns: The ERSTE RESPONSIBLE MICROFINANCE invests entirely in assets pursuant to Paragraph 166, Section 1 
line 3 of the InvFG 2011 (Alternative Investments), which represent a higher investment risk compared to traditional investments. In particular, these investments may
result in a loss or even a total loss of capital invested.

[Alexander Osojnik]
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It is based on four criteria:

Further information on www.novethic.com

A  Excellent
B  good
C  statisfactory
D  inadequate, not investable
E  insufficent, not investable

The Novethic SRI Label is awarded to Socially Responsible Investment (SRI) funds that demonstrate a systematic
integration of Environment, Social and Governance (ESG) considerations in fund management. The label provides investors
with a guarantee of transparency and of the traceability of their investments.

EAM Rating for Fonds with the Novethic SRI Label 2015
All funds are denominated in Euro.

Fund name

Average ESG-Rating

Exclusion RateFunds Funds-Universe

ERSTE RESPONSIBLE STOCK GLOBAL C+ C- 64,9%

ERSTE RESPONSIBLE STOCK EUROPE C+ C 54,7%

ERSTE RESPONSIBLE BOND C+ C- 63,4%

ERSTE RESPONSIBLE BOND EURO-CORPORATE C+ C- 63,5%

ERSTE RESPONSIBLE BOND EMERGING CORPORATE* BBB BB 28,9%

Average ESG-Rating and Exclusion Rate
The Average ESG Rating of the Fund refers to all securities actually held by the fund, whereas the Average ESG
Rating of the Fund Universe denotes the average of all securities that are rated for thefund, based on the stringent
sustainability criteria of Erste Asset Management.

The Exclusion Rate indicates how many securities from the respective fund universe are rate “notinvestable” for the
respective fund. For example, a 60% exclusion ratio means that only 40% of allpotential securities are investable for the
fund.

EAM-specific ESG Rating
The EAM-specific ESG Rating ranges from A+ to E. It scrutinises exclusively those
companies that have already been rated by the three ratingagencies cooperating with
Erste Asset Management. In evaluating ESG criteria, EAM takes a very stringent approach.
Thus, only 41,8% of the approx.3,800 companies currently rated (i.e. the EAM Total
Universe) are investable (with a rating from A+ to C). At the moment, the average rating
of theEAM Total Universe is C–. The investable universe is further restricted by exclusion
criteria. Only one company achieves our current top rating of A–.

*The EAM Emerging Markets ESG Rating
The rating of ERSTE RESPONSIBLE BOND EMERGING CORPORATE hinges on the analysis of the management of the
respective issuer via ESG riskfactors on the basis of a model adapted for emerging markets. In the process, the companies

Environment, Social and Governance (ESG) assessment of at least 90% of the portfolio
a transparent SRI selection process
regular information on the SRI qualities of investments
full publication of the portfolio’s composition

EAM Funds carrying the Novethic SRI Label 2015
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are compared on a scale of AAA to C. Companieswith environmental benefits are accounted for on the basis of criteria of
exclusion.

All Data (Average ESG-Rating for Funds, the Funds Universe and the Exclusion Rate) per 31.05.2016.

[Alexander Osojnik]
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