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There are few asset classes upon which ESG factors have a 
more visible and profound impact on financial outcomes 
than in emerging market sovereign debt. However, 
effective ESG integration in the space remains inconsistent.

	A The lack of a systematic means of integrating 
ESG factors into the processes that underpin EM 
sovereign debt investment has led to a widespread 
overdependence on exclusions and quantitative data – 
which is often backwards looking –  and typically fails 
to reflect the realities on the ground. 

	A In this paper, we look at challenges EM sovereign debt 
investors face and outline our progress in integrating 
ESG factors into our portfolios. Our process, as 
we explain, seeks to move beyond the industry’s 
overdependence on quantitative data and exclusions, 
employing a forward-looking approach that targets 
mispriced risks and improving fundamentals.

The road to effective ESG integration in emerging market 
sovereign debt has been littered with misconceptions, missed 
opportunities and hard stops. 

In this paper, we look at challenges emerging market (EM) 
sovereign debt investors face and outline our progress in 
integrating ESG factors into our portfolios. Our process, as we 
explain, seeks to move beyond the industry’s overdependence 
on quantitative data and exclusions.

The landscape for ESG-conscious 
investors remains opaque, inconsistent 
and in need of standardisation.

There are few asset classes upon which ESG factors have a 
more visible and profound impact on financial outcomes than 
in EM sovereign debt. Despite the direct relationship between 
ESG ratings and credit spreads in the sovereign space1, the 
landscape for ESG-conscious investors remains opaque, 
inconsistent and in need of standardisation. 

With the industry lacking systematic means of integrating ESG 
factors into investment processes, there is widespread 
overdependence on exclusions and quantitative data – which is 
often backwards looking –  and typically fails to reflect the realities 
on the ground, leaving a raft of missed opportunities in its wake.

1 Pricing ESG risk in sovereign credit, Federated Hermes, 2019.
2 Pricing ESG risk in sovereign credit II, Federated Hermes, 2020.
3 Pricing ESG risk in sovereign credit II, Federated Hermes, 2020.

Amid a wider push for clarity 
and standardisation across the 
industry, it’s become clear that it 
is insufficient to just cut and paste 
the frameworks used to assess 
developed market investments into 
the EM sovereign space. 

Amid a wider push for clarity and standardisation across the 
industry, it’s become clear that it is insufficient to just cut and 
paste the frameworks used to assess developed market 
investments into the EM sovereign space. 

It’s not that developed market ESG standards are weak, but they 
may not necessarily put enough emphasis on effective federal 
governance, strength of national institutions, economic stability, 
and access to basic amenities. Such factors vary enormously 
across the 77 sovereign issuers in our universe. Yet they are vital 
determinants of economic growth and government financing 
costs. This mismatch highlights the importance of effective ESG 
analysis for investors in the asset class. 

ESG is key to EM sovereign debt
Industry and academic studies have consistently evidenced a 
direct link between country-level ESG performance and EM 
sovereign credit spreads. On average, the countries with 
lower ESG scores have the widest credit spreads, while 
spreads for issuers with high ESG scores tend to be tighter2. 

The link between these variables remains intact even after 
factoring in the risks that are reflected in credit ratings, 
suggesting that these ratings do not sufficiently explain 
sovereign credit spreads.

As stated in a paper published by Federated Hermes in 20203: 

The relative financial weakness of some EMs leaves them 
more vulnerable to deteriorating ESG factors, which 
translates directly into credit risk. Consequently, extra 
financial risks seem to be more important for EMs than DMs 
[developed markets] given the former’s higher exposure to 
ESG shocks and the long-term effects that it could have on 
sovereign-risk metrics for those countries.

On average, the countries with 
lower ESG scores have the widest 
credit spreads, while spreads for 
issuers with high ESG scores tend to 
be tighter.

While there is a lot that can be appropriated from ESG 
approaches used in the EM corporate debt space, they do not 
give enough weight to macroeconomic factors or political 
upheavals, which can profoundly affect a government’s ability 
to repay sovereign debt commitments. 
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The challenges of ESG integration
An ESG component is often implied in the non-financial and 
macroeconomic considerations made in the research, 
valuation and selection of EM sovereign debt. For example, 
political risk is a standard country-level input in the EM space 
irrespective of whether the investor is running an ESG-aware 
portfolio or not. While such considerations have long been 
part of EM investment processes, systematic ESG integration 
at a sovereign level lags that of many other asset classes. The 
reasons for this include: 

	A Limited availability and access to ESG data

	A Issues surrounding data paucity and accuracy

	A Lack of transparency of government practices

	A Inconsistencies in the definitions and measurements of 
material ESG risks

	A Lack of industry standardisation in ESG scoring

	A Less developed ESG integration tools and techniques. 

The evolution of the approach
Given the challenges listed above, some asset managers 
choose to employ a sustainable benchmark framework, in 
effect delegating their ESG views to a third-party index 
provider. Many other managers take an exclusionary approach 
whereby issuers with poor ESG scores are omitted from the 
investment universe. Such approaches, when applied in EM, 
often overlook the nuances of the asset class, depleting the 
opportunity set.

An exclusions-focused approach tends to be backwards looking 
and often fails to capture positive trends and improvements 
among individual issuers. Investors that adopt this style may 
forfeit the opportunity to gain exposure to countries where the 
most ESG progress is being made as upward trajectories are 
scarcely priced into securities in a timely way.

At Federated Hermes, we employ a forward-looking approach 
that targets mispriced risks and improving fundamentals. We 
score the ESG trajectory of each issuer on the basis that ESG 
improvers are more likely to be mispriced by the market. 

The strategy aims to ensure that less-developed countries 
that are making positive relative progress on the ground are 
not penalised for the low ESG scores they have at the present 
time. Similarly, we see this approach as an early warning 
system for longer-term risks associated with higher-scoring 
countries that may have deteriorating fundamentals.

An overview of our methodology
Our proprietary dynamic ESG sovereign scoring methodology 
is a key component in our objective to outperform the 
conventional JP Morgan EMBI Global Diversified Index over 
the cycle. Our methodology involves identifying material ESG 
risk drivers using 18 different data fields across the three 
pillars of ESG. We believe these fields complement our 
fundamental sovereign macro vulnerability analysis and 
enhance our understanding of EM sovereign credit risks.

This approach is predicated on the understanding that higher 
sovereign ESG scores are associated with lower macro 
vulnerabilities and lower EM credit spreads and borrowing 
costs. Our database covers 77 countries and the aggregate 
score weighs each individual ESG pillar according to its 
impact on material sovereign risks. 

We believe that governance 
and social factors can have the 
greatest impact on sovereign 
distress or default.

The ‘governance’ pillar carries a 50% weighting, followed by 
‘social’ with a 30% weighting and ‘environmental’ which 20%. 
This split reflects the clear, almost-linear relationship between 
governance scores and EM sovereign credit spreads. 

The reason we give governance a 50% weight is that, in the 
absence of good leadership and administration, a country will 
not be able to formulate and implement good policies in other 
areas, such as addressing social and environmental concerns. 

Ineffective governance and social strife, for example, can hinder 
a population’s access to basic amenities and education – which 
are more reliable indicators of sovereign risk than 
environmental considerations, which are inherently longer term. 

As a result, we believe that governance and social factors can 
have the greatest impact on sovereign distress or default. 

Figure 1: Federated Hermes’ weighting for the three ESG 
pillars
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 Pillar 1: Governance

Across the three pillars, governance carries the largest 
weighting of 50%, because  this factor has the strongest 
bearing on sovereign distress and directly influences the other 
two pillars. 

Governance (50%) 

Theme Rule of Law

Control of Corruption 

Political Stability, Violence & Terrorism

Government Effectiveness 

(Data sources include the World Bank; Natural Resource Governance Institute; 
Brookings Institution; Bertelsman Stiftung & Sustainable Development Solutions 
Network)

 Pillar 2: Social

Our scoring methodology assigns a 30% weight to the social 
pillar. This pillar mainly focuses  on the ability of EM countries 
to develop human capital which is vital to achieve sustainable 
growth over the long-term and close the development gap.

Issues related to health and education as well as access to 
food and water are considered in this pillar, along with gender-
related income disparities. We see this pillar becoming 
increasingly important for investors in the coming years.

Social (30%) 

Theme Human Rights

Access to Food

Access to Water 

Gender Equality

Education

Health

Life Expectancy 

Infrastructure Development 

Income

Development and Deprivation

(Data sources include the World Bank; Freedom House; Index for Risk 
Management; Bertelsman Stiftung & Sustainable Development Solutions 
Network)

In the following section, we break down the 18 data fields or themes against which we score each sovereign issuer 
in the universe along with the associated data sources:

Governance case study: Mozambique – the 
demise of an EMD darling
For two decades, Mozambique was one of the world’s top 
ten fastest-growing economies, attracting 10-15% of all 
foreign direct investment (FDI) inflows into sub-Saharan 
Africa. In 2016, the international media reported on the 
existence of several state-backed loans, guaranteed 
without parliamentary approval, and amounting to 12% of 
gross domestic product (GDP). 

While the loans were provided by three international 
banks and earmarked for the building of shipyards, 
development of tuna fishing, and policing the coast, the 
funds were in fact pocketed by a small clique of 
government officials. The fallout of the disclosure caused 
the government to default on its debt in 2016 before 
triggering a protracted economic crisis in the country that 
saw inflation rise sharply and GDP halve in the 
subsequent three years4.

Social case study: Indonesia – positive progress on 
poverty
Indonesia is a good example of an EM country that has 
achieved positive social developments which have 
contributed to its overall sovereign credit profile.

Indonesia is the world’s fourth most populous nation and 10th 
largest economy in terms of purchasing power parity5. The 
government’s medium-term development plan has delivered 
significant gains in the sphere of human capital formation, 
cutting the poverty rate by more than half since 19996. 

Over the past seven years, the proportion of households that 
live in inadequate housing and slums has declined from 45.9% 
to 40.39%4; while the proportion of the population with access 
to safe drinking water and sanitation stands at 87.8%, and 
74.6% respectively4. There has also been significant progress 
on healthcare which was critical to the country’s robust 
response to the Covid-19 pandemic and the successful 
deployment of a vaccination programme. Finally in the field of 
education, the KIAT Guru scheme, which aligns teachers’ 
compensation with student attainment levels has raised 
standards across the country’s schools, especially in rural areas.

Figure 2: Indonesia GDP per capita 
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4 World Bank (https://blogs.worldbank.org/africacan/mozambiques-hidden-
debts-turning-crisis-opportunity-reform).
5 World Bank 2022.
6 World Bank 2022.

For two decades, Mozambique 
was one of the world’s top ten 
fastest-growing economies

4 Uncut gems: The evolution of ESG in EM sovereign debt



Environmental case study: Brazil – progress on 
remedying past offenses
Looking at Brazil’s place on the global carbon heatmap, 
investors may be forgiven for thinking that the country’s 
contribution to global warming remains minor. However, 
the country has, in the past, struggled to reign in its chief 
carbon-emitting industries, which cause the majority of 
the country’s negative environmental impact. 

In recent years, the Brazilian authorities have taken steps 
to address the vast carbon footprint of the industrial 
sector and the World Economic Forum has cited the 
country’s continued progress on decarbonisation7. At 
present, 46% of energy uses are powered by renewables. 
Last year, Brazil was ranked 45th on the WEF’s Energy 
Transition Index recognising the strides the country has 
made by engaging with industry via a range of public-
private partnerships, collaborations and innovative 
financing schemes.

 Pillar 3: Environmental

We assign an overall 20% weight to environmental factors in 
our ESG sovereign scoring model. While this is the lowest-
weighted pillar, the importance of climate and environmental 
vulnerabilities cannot be overestimated. Several EM countries 
are exposed to risks of drought, floods, climate change, and 
natural disasters, however, the relationship between the 
environmental dimension and credit spreads is the least linear 
on the spectrum. Such risks can be difficult to quantify, and 
their time horizon tends to be less certain. 

Environment (20%) 

Theme Air Pollution

Water Efficiency 

Environmental Policy

Carbon Emissions

(Data sources include the World Bank; Yale University; UN Sustainable 
Development Report; Global Carbon)

Dynamic scoring: identifying trends and 
incorporating key developments 
It is important to recognise that an ESG scoring approach 
based solely on quantitative data will be backward looking 
and subject to various types of bias such as the propensity for 
more-developed countries to have high ESG scores by virtue 
of data availability. For example, a positive change in 
government policy on the social and environmental front may 
not become obvious in the data for some time. Hence, a 
positive trajectory could be missed by investors. 

Also due to data constraints in EM, most of the data fields 
collected for our three pillars’ sub-scores are collected 
annually with some degree of latency. To consider various 
trends and the latest developments, our analysts can adjust a 
pillar score to the magnitude of 40% of underlying score for 
comparison and due diligence purposes.

Engagement: the next frontier
As highlighted throughout this paper, effective ESG 
integration must be far more than a data-driven exercise. Our 
approach seeks to incorporate considerations that also take 
into account a country’s ‘direction of travel’.

Engagement – the long-term active dialogue between 
investors and governments on environmental, social and 
governance factors – is crucial to the development of robust 
ESG analysis in the EM sovereign space. At Federated 
Hermes, we seek to meet regularly with government 
representatives across the markets we cover. We have also 
participated in industry and organisational working groups as 
we believe that investors collectively have a critical role to 
play in advocating on key ESG issues to the benefit of the 
environment, communities and our clients.

7 World Economic Forum, March 2021.

Effective ESG integration must be 
far more than a data-driven exercise. 
Our approach seeks to incorporate 
considerations that also take into account 
a country’s ‘direction of travel’.
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The value of investments and income from them may go down as well as up, and you may not get back the original amount 
invested. Any investments overseas may be affected by currency exchange rates. Past performance is not a reliable indicator 
of future results and targets are not guaranteed. Investments in emerging markets tend to be more volatile than those in 
mature markets and the value of an investment can move sharply down or up. Where the strategy invests in debt instruments 
(such as bonds) there is a risk that the entity who issues the contract will not be able to repay the debt or to pay the interest 
on the debt. If this happens then the value of the strategy may vary sharply and may result in loss. The strategy makes 
extensive use of Financial Derivative Instruments (FDIs), the value of which depends on the performance of an underlying 
asset. Small changes in the price of that asset may cause larger changes in the value of the FDIs, increasing either potential 
gain or loss.
For professional investors only. This is a marketing communication. It does not constitute a solicitation or offer to any person to buy or sell any related securities, financial 
instruments or financial products. No action should be taken or omitted to be taken based on this document. Tax treatment depends on personal circumstances and may 
change. This document is not advice on legal, taxation or investment matters so investors must rely on their own examination of such matters or seek advice. Before making 
any investment (new or continuous), please consult a professional and/or investment adviser as to its suitability. Any opinions expressed may change. All figures, unless 
otherwise indicated, are sourced from Federated Hermes. All performance includes reinvestment of dividends and other earnings. Please consider all strategy characteristics 
when investing and not just ESG characteristics.

Federated Hermes refers to Federated Hermes Limited (“Federated Hermes”). The main entities operating under Federated Hermes are: Hermes Investment Management 
Limited (“HIML”); Hermes Fund Managers Ireland Limited (“HFMIL”); Hermes Alternative Investment Management Limited (“HAIML”); Hermes Real Estate Investment 
Management Limited (“HREIML”); Hermes Equity Ownership Services Limited (“EOS”); Hermes Stewardship North America Inc. (“HSNA”); Hermes GPE LLP (“Hermes GPE”); 
Hermes GPE (USA) Inc. (“Hermes GPE USA”),   Hermes GPE (Singapore) Pte. Ltd (“HGPE Singapore”), Federated Investors Australia Services Pty Ltd. (“FIAS”) and Federated 
Hermes Japan Ltd (“FHJL”). HIML,  HAIML and Hermes GPE are each authorised and regulated by the Financial Conduct Authority. HAIML and HIML carry out regulated 
activities associated with HREIML. HIML, Hermes GPE and Hermes GPE USA are each a registered investment adviser with the United States Securities and Exchange 
Commission (“SEC”) and HAIML and HFMIL are each an exempt reporting adviser. HGPE Singapore is regulated by the Monetary Authority of Singapore. FHJL is regulated 
by Japan Financial Services Agency. FIAS holds an Australian Financial Services Licence. HFMIL is authorised and regulated by the Central Bank of Ireland. HREIML, EOS and 
HSNA are unregulated and do not engage in regulated activity.

In the European Economic Area (“EAA”) this document is distributed by HFMIL. Contracts with potential investors based in the EEA for a segregated account will be 
contracted with HFMIL. 

Issued and approved by Hermes Investment Management Limited which is authorised and regulated by the Financial Conduct Authority. Registered address: Sixth Floor, 
150 Cheapside, London EC2V 6ET.  Telephone calls may be recorded for training and monitoring purposes. Potential investors in the United Kingdom are advised that 
compensation may not be available under the United Kingdom Financial Services Compensation Scheme.

In Australia: This Strategy Document relates to potential offer of financial products or investment opportunities in Australia (Investment opportunities). Both Hermes 
Investment Management Ltd (HIML) and Federated Investors Australia Services Ltd. ACN 161 230 637 (FIAS) are the distributors of the Investment opportunities. HIML does 
not hold an Australian financial services licence (AFS licence) under the Corporations Act 2001 (Cth) (“Corporations Act”). HIML operates under the relevant class order relief 
from the Australian Securities and Investments Commission (ASIC) while FIAS holds an AFS licence (Licence Number - 433831).

The offer of Investment opportunities only made in circumstances under which no disclosure is required under Chapter 6D and Part 7.9 of the Corporations Act.  Nothing in 
this Strategy Document is, or purports to be, an offer to a person to whom disclosure would be required under Chapter 6D or Part 7.9 of the Corporations Act.

This Strategy Document is not a disclosure document under Chapter 6D of the Corporations Act or a product disclosure statement for the purposes of Part 7.9 of the 
Corporations Act.  This Strategy Document has not been and will not be lodged with ASIC and does not contain all the information that a disclosure document or a product 
disclosure statement is required to contain.  The distribution of this Strategy Document in Australia has not been authorised by ASIC or any other regulatory authority in 
Australia.  In addition, the Fund is not a registered managed investment scheme, as defined in the Corporations Act.

This Strategy Document is provided for general information purposes only and is not intended to constitute, and does not constitute, the provision of any financial product 
advice or recommendation and must not be relied upon as such.  This Strategy Document is not intended to influence a person in making a decision in relation to a particular 
financial product or class of financial products, or an interest in a particular financial product or class of financial products.  

This Strategy Document has been prepared without taking account of your objectives, financial situation or needs and you should obtain independent professional financial 
advice that considers your circumstances before making any financial or investment decisions. 

In Argentina: These materials and the information contained herein does not constitute and is not intended to constitute an offer and accordingly should not be construed 
as such. The products or services referenced in these materials may not be licensed in all jurisdictions, and unless otherwise indicated, no regulator or government authority 
has reviewed these materials, or the merits of the products and services referenced herein. These materials and the information contained herein has been made available in 
accordance with the restrictions and/or limitations implemented by any applicable laws and regulations. These materials are directed at and intended for institutional investors 
(as such term is defined in each jurisdiction in which these materials are being marketed). These materials are provided on a confidential basis for informational purposes only 
and may not be reproduced in any form. Before acting on any information in these materials, prospective investors should inform themselves of and observe all applicable 
laws, rules and regulations of any relevant jurisdictions and obtain independent advice if required. These materials are for the use of the named addressee only and should not 
be given, forwarded or shown to any other person (other than employees, agents or consultants in connection with the addressee’s consideration thereof).

In Bahrain: This document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to the public to purchase the 
strategies will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only and must not be passed to, issued to, or shown to the 
public generally. 

In Brazil: The strategies may not be offered or sold to the public in Brazil. Accordingly, the strategies have not been nor will be registered with the Brazilian Securities 
Commission - CVM nor have they been submitted to the foregoing agency for approval. Documents relating to the strategies, as well as the information contained therein, 
may not be supplied to the public in Brazil, as the offering of strategies is not a public offering of securities in Brazil, nor used in connection with any offer for subscription or 
sale of securities to the public in Brazil.

In Brunei: This document is intended for distribution only to specific classes of investors as specified in the Order and must not, therefore, be delivered to, or relied on by, 
a retail client. The Autoriti Monetari Brunei Darussalam is not responsible for reviewing any documents in connection with these strategies. Prospective purchasers of the 
strategy should conduct their own due diligence.  

In Canada: HIML is not registered in Canada as a dealer, adviser or investment fund manager under applicable Canadian securities laws. Except for the provinces of Alberta, 
British Columbia, Ontario, Quebec and Nova Scotia, HIML does not engage in the business of, and none of its activities should be construed as holding itself out as engaging 
in the business of, advising anyone in any Canadian jurisdiction with respect to investing in, buying or selling securities. In the provinces of Alberta, British Columbia, Ontario, 
Quebec and Nova Scotia, HIML relies on the international adviser registration exemption pursuant to section 8.26 of National Instrument 31-103– Registration Requirements, 
Exemptions and Ongoing Registrant Obligations. Prior to carrying on any investment advisory or portfolio management services for a client located in a Canadian jurisdiction 
other than Alberta, British Columbia, Ontario, Quebec or Nova Scotia, HIML will first need to take certain steps to either obtain the appropriate registration or rely on an 
available exemption from registration.

In Chile: Federated Hermes is not registered or licensed in Chile to provide managed account services and is not subject to the supervision of the Comisión para el Mercado 
Financiero of Chile (“CMF”). The managed account services may not be publicly offered or sold in Chile.

In China: This document does not constitute a public offer of the strategies in the People’s Republic of China (the “PRC”). The strategies are not being offered or sold directly 
or indirectly in the PRC to or for the benefit of, legal or natural persons of the PRC. Further, no legal or natural persons of the PRC may directly or indirectly purchase any of the 
strategies or any beneficial interest therein without obtaining all prior PRC’s governmental approvals that are required, whether statutorily or otherwise. Persons who come into 
possession of this document are required by the issuer and its representatives to observe these restrictions.

In Colombia: This document does not have the purpose or the effect of initiating, directly or indirectly, the purchase of a product or the rendering of a service by Federated 
Hermes (“investment adviser”) to Colombian residents. The investment adviser´s products and/or services may not be promoted or marketed in Colombia or to Colombian 
residents unless such promotion and marketing is made in compliance with decree 2555 of 2010 and other applicable rules and regulations related to the promotion of foreign 
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financial and/or securities related products or services in Colombia. The investment adviser has not received authorisation of licensing from the Financial Superintendency of 
Colombia or any other governmental authority in Colombia to market or sell its financial products or services in Colombia. By receiving this document, each recipient resident 
in Colombia acknowledges and agrees that such recipient has contacted the investment adviser at its own initiative and not as a result of any promotion or publicity by the 
investment adviser or any of its representatives. Colombian residents acknowledge and represent that (1) the receipt of this presentation does not constitute a solicitation from 
the investment adviser for its financial products and/or services, and (2) they are not receiving from the investment adviser any direct or indirect promotion or marketing of 
financial products and/or services.

In Hong Kong: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in relation to the offer. 
If you are in any doubt about any of the contents of this document, you should obtain independent professional advice. The strategies are not authorised under Section 104 
of the Securities and Futures Ordinance of Hong Kong by the Securities and Futures Commission of Hong Kong.  Accordingly, the distribution of this document, and the 
placement of interests in Hong Kong, is restricted. This document may only be distributed, circulated or issued to persons who are professional investors under the Securities 
and Futures Ordinance and any rules made under that Ordinance or as otherwise permitted by the Securities and Futures Ordinance.

In Israel: This document has not been approved by the Israel Securities Authority and will only be distributed to Israeli residents in a manner that will not constitute “an offer 
to the public” under sections 15 and 15a of the Israel Securities Law, 5728-1968 (“the Securities Law”) or section 25 of the Joint Investment Trusts Law, 5754-1994 (“the Joint 
Investment Trusts Law “), as applicable. The strategies are being offered to a limited number of investors (35 investors or fewer during any given 12 month period) and/or 
those categories of investors listed in the First Addendum (“the Addendum”) to the Securities Law, (“Sophisticated Investors”) namely joint investment funds or mutual trust 
funds, provident funds, insurance companies, banking corporations (purchasing strategies for themselves or for clients who are Sophisticated Investors), portfolio managers 
(purchasing strategies for themselves or for clients who are Sophisticated Investors), investment advisors or investment marketers (purchasing strategies for themselves), 
members of the Tel-Aviv Stock Exchange (purchasing strategies for themselves or for clients who are Sophisticated Investors), underwriters (purchasing strategies for 
themselves), venture capital funds engaging mainly in the capital market, an entity which is wholly-owned by Sophisticated Investors, corporations, (other than formed for the 
specific purpose of an acquisition pursuant to an offer),with a shareholder’s equity in excess of NIS 50 million, and individuals in respect of whom the terms of item 9 in the 
Schedule to the Investment Advice Law hold true investing for their own account, each as defined in the said Addendum, as amended from time to time, and who in each 
case have provided written confirmation that they qualify as Sophisticated Investors, and that they are aware of the consequences of such designation and agree thereto; in all 
cases under circumstances that will fall within the private placement or other exemptions of the Joint Investment Trusts Law, the Securities Law and any applicable guidelines, 
pronouncements or rulings issued from time to time by the Israel Securities Authority. This document may not be reproduced or used for any other purpose, nor be furnished 
to any other person other than those to whom copies have been sent.  Any offeree who purchases strategies is purchasing such strategies for its own benefit and account 
and not with the aim or intention of distributing or offering such strategies to other parties (other than, in the case of an offeree which is a Sophisticated Investor by virtue of 
it being a banking corporation, portfolio manager or member of the Tel-Aviv Stock Exchange, as defined in the Addendum, where such offeree is purchasing strategies for 
another party which is a Sophisticated Investor). Nothing in this document should be considered investment advice or investment marketing as defined in the Regulation 
of Investment Counselling, Investment Marketing and Portfolio Management Law, 5755-1995. Investors are encouraged to seek competent investment counselling from a 
locally licensed investment counsel prior to making the investment.  As a prerequisite to the receipt of a copy of this document a recipient may be required by the Issuer to 
provide confirmation that it is a Sophisticated Investor purchasing strategies for its own account or, where applicable, for other Sophisticated Investors. This document does 
not constitute an offer to sell or solicitation of an offer to buy any securities other than the strategies offered hereby, nor does it constitute an offer to sell to or solicitation of 
an offer to buy from any person or persons in any state or other jurisdiction in which such offer or solicitation would be unlawful, or in which the person making such offer or 
solicitation is not qualified to do so, or to a person or persons to whom it is unlawful to make such offer or solicitation.

In Japan: Federated Hermes Japan Ltd is registered as a Financial Instruments Business Operator in Japan (Registration Number: Director General of the Kanto Local Finance 
Bureau (Kinsho) No. 3327), and conducting the Investment Advisory and Agency Business as defined in Article 28 (3) of the Financial Instruments and Exchange Act (“FIEA”). 
Federated Hermes Japan Ltd is acting as agent or intermediary between affiliated companies within the Federated Hermes group and Japanese licensed discretionary 
investment managers, trust banks and other Japanese financial institutions. Federated Hermes Japan Ltd is a member of Japan Investment Advisers Association (JIAA).

In Kuwait: This document is not for general circulation to the public in Kuwait. The strategies have not been licensed for offering in Kuwait by the Kuwait Capital Markets 
Authority or any other relevant Kuwaiti government agency. The offering of the strategies in Kuwait on the basis of a private placement or public offering is, therefore, 
restricted in accordance with Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public offering of the strategies is being made in Kuwait, and no 
agreement relating to the sale of the strategies will be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer or market the 
strategies in Kuwait. 

In The Sultanate of Oman: The information contained in this document neither constitutes a public offer of securities in the Sultanate of Oman as contemplated by the 
Commercial Companies Law of Oman (Royal Decree 4/74) or the Capital Market Law of Oman (Royal Decree 80/98), nor does it constitute an offer to sell, or the solicitation of 
any offer to buy Non-Omani securities in the Sultanate of Oman as contemplated by Article 139  of the Executive Regulations to the Capital Market Law (issued by Decision 
No.1/2009). Additionally, this document is not intended to lead to the conclusion of any contract of whatsoever nature within the territory of the Sultanate of Oman.

In Peru: All content in this presentation is for information or general use only. The information contained in this presentation is referential and may not be construed as 
an offer, invitation or recommendation, nor should be taken as a basis to take (or stop taking) any decision. This presentation has been prepared on the basis of public 
information that is subject to change. This information may not be construed as services provided by Federated Hermes, Inc. within Peru without having the corresponding 
banking or similar license according to the applicable regulation.

In South Africa: This document is not intended and does not constitute an offer, invitation, or solicitation by any person to members of the public to invest. This document 
is not an offer in terms of Chapter 4 of the Companies Act, 2008. Accordingly this document does not, nor is it intended to, constitute a prospectus prepared and registered 
under the Companies Act. 

In South Korea: Hermes Investment Management Limited is not making any representation with respect to the eligibility of any recipients of this document to acquire the 
strategies therein under the laws of Korea, including but without limitation the Foreign Exchange Transaction Act and Regulations thereunder. The strategies have not been 
registered under the Financial Investment Services and Capital Markets Act of Korea, and none of the strategies may be offered, sold or delivered, or offered or sold to any 
person for re-offering or resale, directly or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and regulations of Korea.

In Spain: This document is issued by Hermes Fund Managers Ireland Limited, Branch in Spain, with Fiscal Identity Number W0074815B, registered in the Mercantile Registry 
of Madrid, - Volume 40448, Book 0, Sheet 16, Section 8, Page M-718259, first registration, with domicile at Paseo de la Castellana 18, 7º planta, 28046 Madrid - Spain, and 
registered in the Comisión Nacional del Mercado de Valores with official registration number 36.

In Thailand: The document has not been approved by the Securities and Exchange Commission which takes no responsibility for its contents. No offer to the public to 
purchase the strategies will be made in Thailand and this document is intended to be read by the addressee only and must not be passed to, issued to, or shown to the public 
generally.

In United Arab Emirates (Excluding Dubai International Financial Centre and Abu Dhabi Global Market): This document, and the information contained herein, does 
not constitute, and is not intended to constitute, a public offer of securities in the United Arab Emirates and accordingly should not be construed as such. The strategies 
are only being offered to a limited number of sophisticated investors in the UAE who (a) are willing and able to conduct an independent investigation of the risks involved 
in an investment in such strategies, and (b) upon their specific request. The strategies have not been approved by or licensed or registered with the UAE Central Bank, the 
Securities and Commodities Authority or any other relevant licensing authorities or governmental agencies in the UAE. The document is for the use of the named addressee 
only and should not be given or shown to any other person (other than employees, agents or consultants in connection with the addressee’s consideration thereof). No 
transaction will be concluded in the UAE and any enquiries regarding the strategies should be made to Hermes Investment Management Limited in London.

In the United States of America: For a full list of all affiliated companies please see the relevant Form ADV. Certain affiliates have cash solicitation arrangements under which 
they receive compensation for referring prospects for advisory services.

In Uruguay: These materials and the information contained herein does not constitute and is not intended to constitute an offer and accordingly should not be construed 
as such. The products or services referenced in these materials may not be licensed in all jurisdictions, and unless otherwise indicated, no regulator or government authority 
has reviewed these materials, or the merits of the products and services referenced herein. These materials and the information contained herein has been made available in 
accordance with the restrictions and/or limitations implemented by any applicable laws and regulations. These materials are directed at and intended for institutional investors 
(as such term is defined in each jurisdiction in which these materials are being marketed). These materials are provided on a confidential basis for informational purposes only 
and may not be reproduced in any form. Before acting on any information in these materials, prospective investors should inform themselves of and observe all applicable 
laws, rules and regulations of any relevant jurisdictions and obtain independent advice if required. These materials are for the use of the named addressee only and should not 
be given, forwarded or shown to any other person (other than employees, agents or consultants in connection with the addressee’s consideration thereof).
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Federated Hermes
Federated Hermes is a global leader in active, responsible investing.

Guided by our conviction that responsible investing is the best way to create long-term wealth, we provide 
specialised capabilities across equity, fixed income and private markets, multi-asset and liquidity management 
strategies, and world-leading stewardship.

Our goals are to help people invest and retire better, to help clients achieve better risk-adjusted returns and, 
where possible, to contribute to positive outcomes that benefit the wider world.

All activities previously carried out by Hermes Investment Management are now undertaken by Federated Hermes 
Limited (or one of its subsidiaries). We still offer the same distinct investment propositions and pioneering 
responsible investment and stewardship services for which we are renowned – in addition to important strategies 
from the entire group.

Our investment and stewardship 
capabilities:

	 Active equities: global and regional

	 Fixed income: across regions, sectors and the yield curve

	 Liquidity: solutions driven by four decades of experience

	� Private markets: real estate, infrastructure, private equity 
and debt

	 �Stewardship: corporate engagement, proxy voting, 
policy advocacy 

For more information, visit www.hermes-investment.com or connect with us on social media:


