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Executive summary

Defined as “a universal call to action to end poverty, protect the planetand improve the lives and prospects of everyone,
everywhere” and adopted by all United Nations Member Statesin 2015, the Sustainable Development Goals (UN SDGs) are
part of the 2030 Agenda for Sustainable Development!. They comprise 17 goals the world must collectively achieve by 2030.

The UN SDGs provide a setof common targets for all countries to accomplish in a global partnership. While countries are
accountable for their progress, the private sector holds the key to unlock the world’s ability to deliver on the goals. Investors
and asset owners are becoming increasingly aware ofthe UN SDGs as a frameworkfor sustainable investing and are looking
to understandtheir relevance to investmentdecisions.

In this paper, we explore how the UN SDGs can be viewed through the lens of financial materiality and used for building
strategies that seekto invest in the transition towards a more sustainable and equitable world. We also outline the way UN
SDGs can sharpen our understanding of environmental, socialand governance (ESG) factors that are financially material to
companies and how these might evolve over time.

Incorporatingthe UN SDGs in an investment strategy still poses severalchallenges. The firstone is measurementofthe
alignment of investments to the UN SDGs. The second is the misconception that this frameworkis at odds with long-term
financial performance and thus fit for limited impact-oriented allocations only, rather than for broad sustainable investment
strategies.

Our research unveils asignificant overlap between the UN SDGs and company indicators that are material to long -
term financial performance, which denotes the additional value the UN SDGs can likely deliver to complement the broader
integration of ESG factors in investmentdecisions. Indeed, our mapping of the 980 financially material sustainability
indicators identified by Sustainability Accounting Standards Board (SASB) to the 242 UN SDG country indicators has
unveileda match as high as 70%. The matching levelwas especially high in the Environment, Business Model &
Innovation, and Human Capital categories, which are directly relevantto the climate change, responsible production and
consumption, sustainable construction, and waste managementgoals.

As the world mobilizes towards the achievement of the Paris climate goals to limit global warmingto well below 2°C relative
to pre-industrial levels, policy makers realise thatno transition will be possible withoutconsidering its social implications, as
carbon pricing mechanisms and the physical consequences of climate change magnify individual and regional inequalities.
The breadth of the UN SDGs encompasses all these dimensions.

As for climate change, the cost of not achieving the UN SDGs is greater than the cost of action. The socio-economic
impact of global burdensthe UN SDGs address is a significant risk for the world’s growth prospects (see Figure 1).

By contrast, achievingthe UN SDGs can open up significant growth opportunities:

According to the Business and Sustainable Development Commission?,
achieving the UN SDGs opens up some USD 12 trillion of market
opportunities in the four economic systems examined, including: food and
agriculture, cities, energy and materials, and health and well-being. These
represent around 60 percent of the real economy and are critical to
delivering the UN SDGs.

This total economic benefit of implementing the UN SDGs could be 2-3 times bigger if captured across the whole economy
andaccompanied by much higherlabour and resource productivity.

SASB Materiality Map: https.//materiality sash.org/
UN Sustainable Development Goals: https.//sdgs.un.org/goals
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Figure 1: Estimated cost of inaction associated with selected UN SDGs

Currentand projected costs of inaction as share of global GDP
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Source: Estimated and current cost data taken from: Gender equality - McKinsey&Company, September 20 15; Biodiversity loss - OECD, May 2019; Violence and
armed conflicts - Global Peace Index, June 2020; Local air pollution - Philip J Landrigan, November 2016; Corruption - Secretary-General Anténio Guterres,
September 201 8; Malnutrition - Global Panel, July 201 6; Work-related hazards - European Agency for Safety and Health at Work, September 20 17; Illicit financial
flows - United Nations Office on Drugs and Crime, October 2011; Food waste - Food and Agriculture Organization of the United Nations, 2014; Alcohol -
Thavorncharoensap, M., Teerawattananon, Y., Yothasamut, J. et al, November 2009; Climate change - OECD, November 2015; Tobacco - Mark Goodchild, Nigar
Nargis, Edouard Tursan d'Espaignet, January 201 7; llliteracy - World Literacy Foundation, March 201 8; Renewable energy use - Intemational Renewable Energy
Agency, January 2016; Antimicrobial resistance - The World Bank, September 201 6; Toxic air emissions - OECD, June 2016; Energy efficiency - The European
Commission, July 2017; Safe water - Lixil, September 2016; Sustainable construction - The European Commission, September 201 5; Water scarcity - The World
Bank, 2016; Climate risk in mortgage underwriting - The World Bank, October 201 6; EU soil degradation - European Innovation Partnership, February 201 2; Access
to water and sanitation — World Health Organization, 201 2; Road accidents - Chen S, Kuhn M, Prettner K, Bloom DE, September 2019. Full details on the sources
included in endnotes. Forillustrative purposes only. There is no guarantee that any forecast made will come to pass.

The cost associated with biodiversity loss alone in the period from 1997 to 2011 is estimated at USD 10-31 trillion peryear,
or 11 to 36% of global GDP, according to the Organisation for Economic Co-operation and Development(OECD) report
prepared for the G7 summit3. Biodiversity loss through land-cover change and land degradation is a direct consequence of
lack of progress against SDG 14 (Life Below Water)and SDG 15 (Life on Land) and undermines other global challenges
linked to human health (SDG 3), climate change mitigation and adaptation (SDG 13), and water and food security (SDG 6
and2). These links illustrate that UN SDG targets cannotbe addressedin avacuum andshould be treated as a network
instead. The UNSDGs are deeply interconnected and a lack of progress on one goal can hinder progress on others.
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The measurement
challenge

Challenges to measuring alignment
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Relevance Completeness
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Prioritization

The UN SDGs have been written

by policy makers not by investors
— therefore the goals, targets and
indicators are considered from a

To reach the UN SDGs, targets
have been set based on additional
investment (and deficit) for
countries to achieve their specific

For companies, not all UN SDGs
are material and not all
contributions are impactful.

country and governmental
standpoint rather than a
company one.

Focus on UN SDGs thatare
relevant to corporates

Some SDG targets have
limited relevance to
corporates

Some SDG targets are only
relevant for a certain sector

Some aspects are not yet
measured at corporate level

goals. Organizations need to
demonstrate net positive
contribution on all the goals, on
both their outputs and their
operations.

Understand how companies
can add or detract UN SDGs

Beware of cherry picking of
goals

Do not look only at one aspect

of acompany’s activities
(output)

Do not claim additionality in
SDG contribution when there
is none

Prioritization

Capture the aspects on
which corporates are most
impactful

Incorporate potential

preferences or focus on
specific UN SDGs

If not defined, consider UN
SDGs that need more
urgent action

In order to overcome the three measurementchallenges, we have explored a scarcely explored route: the intersection and
resonance between the UN SDG country targets and the material ESG indicators for corporates.
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UN SDGs through the
financial materiality lens

We believe companies thatunderstandtheir overallimpact on the environmentand society and align their business and
operations with the UN SDGs will have the potential to become market leaders. Those thatfail to adapt will likely face more
pressure fromregulators andthe reputational repercussions of inaction.

Investors with experience in integrating ESG factors in theirinvestment processes understandthatnot all factors are
equally material across their portfolio holdings. The same is true for the UN SDGs as susceptibility to future regulatory
pressure and market opportunities across differentissues will vary across businesses. Understanding how the UN SDGs
overlapwith material ESG factors could enhance the prioritisation of UN SDG-related indicators to consider in an ESG-
integrated strategy.

Asset ownerswho seekto contribute towards the social goals reflected in UN SDGs seekto understandwhere there is
material financial resonance, to find the link between SDG-focused investingand long-term financial return.

Our mapping of the UN SDGs to the SASB set of sector-specific ESG materialindicators can help investors develop an
understanding of the extentto which the UN SDGs may shape forward looking levels of materiality of corresponding ESG
drivers, and prioritise themin their SDG strategies.

What are the SASB indicators?

The Sustainability Accounting Standards Board is an independent non -profit organisation whose mission is to develop
and disseminate sustainability accounting standards that help public corporations disclose material, decision -useful
information to investors. Foundedin 20114, it has developed industry specific sets of indicators to ease comparison
and benchmarking. The SASB frameworkis the resultof a rigorous process which includes evidence-basedresearch,
broad stakeholder participation, public transparency, and independentoversight. The current SASB materiality map®
comprises a total of 980 ESG materiality indicators, accounting for 26 sustainability-related businessissues, or
“Generallssue Categories”, across 11 sectors and 77 industries. These sector-specific indicators signify when a
sustainability issue is likely to be material for companies in the given industry.

The UN Departmentof Economic and Social Affairs has prescribedtargets and underlying performance indicators that
translate the objectives of each of the seventeen goalinto actions. We are therefore able to draw a link between the UN
SDGs and financial materiality, by linking the sector-specific SASB indicators to the SDG country indicators.

Why choose SASB for the materiality assessment?

Our research aims to explore the financial materiality of the UN SDGs with a sector-differentiated lens. We therefore
chose to use the SASB framework as the base for our mapping. The SASB frameworkis the only global and sector -
specific frameworkthat focuses on financial materiality (materiality from the perspective of the investor). Other global
frameworks tend to focus on both financial and broader stakeholder materiality, such as the Global Reporting Initiative
(GRI) referential, as well as the Non-Financial Reporting Directive (NFRD) / Corporate Sustainability Reporting
Directive (CSRD) initiative in the EU.
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The UN SDGs are closely tied to financial materiality

The proposed connection between the UN SDGs and financial performance is evidenced in our hand mapping of the UN
SDG countryindicators to the SASB materiality indicators. We find a high match of around 70%, with 687 outof the 980
SASB indicators correspondingto at least one of the 242 UN SDG indicator.

The UN SDGs were designed to be advanced and tracked at the country-level, so naturally we wouldn’texpect all issues
underpinningthe UN SDGs to be applicable to companies. To better understand the exacttranslatability of the SDG
country-leveltargets andindicators to issuesthat are relevantand material to the private sector, we analyse the connection
between the 26 SASB sustainability categories andthe UN SDGs (see Figure 2). Unsurprisingly, the dimensions thathave
the highest correspondence between material company indicators andthe UN SDGs are Environment, Business Model &
Innovation, and Human Capital, with six of the categories havinga full match at 100%. Here the sustainability issues are a
direct reflection of sustainable developmentgoals, such as climate change, responsible production and consumption,
sustainable construction, and waste management. Where we see a very low correspondence between the UNSDGs is in
company leadershipand governance, and to some extentsocial capital. In this instance, while these issues are materialto
company long-term performance, they do not tie back directly to the advancementof the UN SDGs.

Figure 2: The SASB categories have a high correspondence with the UN SDGs
Percentage of SASB materiality indicators mapped to UN SDG indicators per SASB Category

Leadership & Systemic Risk Management
Governance Critical Incident Risk Management
Management of the Legal & Regulatory Environment

Competitive Behavior

Business Ethics 76%
Business Physical Impacts of Climate Change 100%
Model & Materials Sourcing & Efficiency 97%
Innovation Supply Chain Management 83%
Business Model Resilience 100%
Product Design & Lifecycle Management
Human Employee Engagement, Diversity & Inclusion
Capital Employee Health & Safety 98%
Labor Practices
Social Selling Practices & Product Labeling
Capital Customer Welfare
Product Quality & Safety
Access & Affordability 100%
Data Security
Customer Privacy
Human Rights & Community Relations
Environment Ecological Impacts 95%
Waste & Hazardous Materials Management 97%
Water & Wastewater Management 100%
Energy Management 100%
Air Quality 100%
GHG Emissions 100%

Source: BlackRock Sustainable Investing, with data from UN Sustainable Development Goals, SASB as of 31 May 2021. The SASB Materiality Map comprises of 5
Dimensions that are further expanded into the 26 Categories shown in this graph. These 26 Categories are represented by 679 unique companyindicators. The
indicators are ‘activated’ across 77 Industries where there is a material connection between the companyindicator and financial performance for the given Industry.
Thisresults in 980 total pairs of company indicators and industries, 687 (or 70%) of which can be linked to the UN SDGs. This graph illustrates the proportion of the
980 indicators that correspond to at least one UN SDG countryindicator, splitacross the corresponding SASB Categories.

UN Sustainable Development Goals: https.//sdgs.un.org/goals. SASB Materiality Map: https.//materiality.sasb org/.
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Using SASB’s materiality matrix, we also look at how the materiality of the UN SDGs varies across the Sustainable Industry
Classification System (SICS)sectors (see Figure 3). The sectors with the highest match of materialindicators linked to the
SDG country indicators are Extractives Minerals Processingand Infrastructure. The leading UN SDGs for these sectors are
Clean Water and Sanitation (SDG 6), Affordable and Clean Energy (SDG 7), Climate Action (SDG 13), and DecentWorkand
Economic Growth (SDG 8). This is largely due to these sectors’ high correspondence with material indicators under the
Environmentand Business Model & Innovation categories, which tells us that the performance indicators linked to these
UN SDGs will be particularly pertinentto the financial performance of these sectors.

On the other end of the spectrum, Financials and Services have a very low match of under 50% as the majority of material
indicators sit under the Social Capital, Human Capital and Leadership & Governance categories which have a low
correspondence tothe UN SDGs. That said, these sectors still have some material indicators under Peace, Justice and
StrongInstitutions (SDG 16), such as professional integrity and duty of care, and Climate Action (SDG 13), such as
monetary risk of climate change and integration of ESGissues in investing decisions.

Figure 3: The UN SDGs are highly material for 3 sectors
Sum of SASB materiality indicators mapped to SDG targets per SICS sector

e /o mapped 100%
120 80%
107
97 60%
69 40%
56 54
45
43 43 20%
28 25
0%
Extractives Infrastructure Food Transportation Resource Renewable  Consumer Health Technology Financials Services
& & Transformation Resources Goods Care &
Minerals Beverage & Communications
Processing Alternative
Energy

Source: BlackRock Sustainable Investing, with data from UN Sustainable Development Goals, SASB as of 31 May 2021. The SASB Materiality Map assesses material
company indicators across the 11 SICS sectors, that are further expanded into 77 Industries. The 679 unique SASB company indicators are ‘activated” across 77
Industries where there is a material connection between the company indicator and financial performance for the given Industry. This results in 980 total pairs of
company indicators and industries, 687 (or 70%) of which can be linked to the UN SDGs. This graph illustrates the total numberand proportion of the 980 indicators
that correspond to at least one UN SDG country indicator, split across the corresponding SICS Sectors.

UN Sustainable Development Goals: https.//sdgs.un.org/goals. SASB Materiality Map: hitps.//materiality.sasb.org/.
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Aggregating this mapping to the UN SDG level (see Figure 4), we find that four of the goals constitute over half of all SASB
materiality indicators mapped to the SDG country indicators: Clean Water and Sanitation (SDG 6), DecentWorkand
Economic Growth (SDG 8), Affordable and Clean Energy (SDG 7) and Responsible Consumption and Production (SDG 12).
This is largely due to the high correspondence with the Environment, Business Model & Innovation, and Human Capital
SASB categories, and it underpins the significance of considering operationalintegrity and externalities,and not only
products and services,when evaluatinga company’s impact on society andthe environment. How a company manages its
use of water resources, the energy itconsumes andits duty of care towards its workforce are all factors that could notonly
be materialto long-term financial performance, butalso have the potential to advance or detract from the world’s progress
onthe UN SDGs.

Figure 4: Four UN SDGs account for the majority of all SASB materiality indicators
Percentage of SASB materiality indicators per UN SDG
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Source: BlackRock Sustainable Investing, with data from UN Sustainable Development Goals, SASB as of 31 May 2021. The SASB Materiality Map comprises 679
unique companyindicators. That are ‘activated’ across 77 Industries where there is a material connection between the company indicator and financial performance
for the given Industry. This results in 980 total pairs of companyindicators and industries, 687 (or 70%) of which can be linked to the UN SDGs. Some company
indicators can be attributed to more than one UN SDG, resulting in total pairings of SASB indicators to UN SDG goals of 717. This graph illustrates the proportion of
the 717 indicator pairings belonging to the corresponding UN SDGs.

UN Sustainable Development Goals: https.//sdgs.un.org/goals. SASB Materiality Map: https.//materiality.sasb.org/.

While the private sector is intrinsically linked to the achievementof the UN SDGs, countries have the ultimate responsibility
to drive change within their borders and activate global cooperation efforts. The success of the Sustainable Development
Agenda relies on governments taking action to set standards and regulation thatenable and incentivise change.

We anticipate that the global mobilization towards the goals will resultin policy decisions thatare likely to increase the cost
of negative externalities, such as the cost of water, pollution, carbon taxes and other carbon pricing mechanisms, polluter -
pays principles, and take-back schemes, and set higher standards of corporate behaviour (e.g. worker protection). Beyond
the integration of current material ESG factors in investmentdecision making, understandingthe resonance between these
factors and the UN SDGs can thus provide investors with an additional understanding of the direction of travelon
prospective materiality.
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Reaching the UN SDGs also mean considering company
sustainability practices

Impact strategies which targetcompanies that seekto deliver positive social and environmental outcomes through their
products and services have formed an essential part of the SDG-oriented sustainable landscape. However, as our
understanding of the links between the UN SDGs and the private sector evolves, we find increasing evidence thatthe
impact a company has through its business operations can also play an important role in accelerating or hampering
progress.

We have categorised the SASB framework material indicators into three types that differentiate between positive
contributions, negative externalities, and risk management(see Figure 5). Of the 980 total material indicators, the majority
pertain to company risk managementandthe minimization of negative externalities, such as greenhouse gas emissions
andresource use. Positive contributions thatare material to the business cases, mostly business opportunities, represent
only 10% of the indicators list.

The subsetof SASB indicators that match the relevant UNSDGs are even more geared towards negative externalities which
represent48% of all coupled indicators (10% more compared to the full set of indicators). Risk managementand positive
contribution indicators representthe remaining41% and 11% of the list respectively.

Figure 5: UN SDG SASB-relevant indicators mostly tackle negative externalities
SASB indicators pertype
(outercircle: all SASB indicators,inner SASB/UN SDG matching indicators)

10%

11%

41% | 52%

Risk to manage

@ Negative externalities

Positive contribution

Source: BlackRock Sustainable Investing, with data from UN Sustainable Development Goals, SASB as of 31 May 2021.
UN Sustainable Development Goals: hitps.//sdgs.un.org/goals. SASB Materiality Map: https.//materiality sash.org/.

Therefore, the integration ofthe UN SDGs as a sustainable objective magnifies the need to measure all aspects of a
company’s output and operations, whether they are positive or negative.

Out of the SASB/UN SDG matching indicators linked to a negative corporate impact, two thirds concern four goals in
particular:

+ SDG6: Clean Water and Sanitation,

+ SDG7: Affordable and Clean Energy

* SDG 12: Responsible Consumption and Production
* SDG 13: Climate Action

Of those negative impact indicators, 28% pertain to energy and climate relatedimpact, 21% to water use or water pollution,
and 17% to waste and recycling. Those three areas are thus most likely to gain in financial materiality in the coming years,
and be the most actionable way to achieve the goals through a change in corporate practices.
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Integrating the
UN SDGs in investments

As we have seen,the UN SDGs have strong links with financial materiality. On top of thematic investment opportunities, the
managementof negative externalities will become increasingly important to reducing material ESG risks. We can also
expect regulatory pressures and marketsentimentto continue to change in favour of the UN SDGs translating to a
reallocation of capital flows and changes in the materiality of ESG factors.

Investors are seeking to understand how their portfolios are aligned with the UN SDGs to identify potential exposure to
future regulatory, reputational andfinancial risks. While there is noconsensus on a universalapproach to reporton UN SDG
alignment, several methodologies have emerged that share some common thinking, particularly regarding measuring
thematic or revenue alignment. However,they are differentiated by their distinct approach to recording negative
externalities, operational alignment and additionality.

Measuring UN SDG alignment

Companies can contribute to the UN SDGs through their outputand their operations. These contributions do not
necessarily translate into impact in the real-world, so investors should be cautious when interpreting and quantifying
companies’ links to the UN SDGs. We propose that companies can be aligned or misaligned to the UN SDGs across two key
aspects:

Focus on the revenue a company derives from products and services that align

Thematic with the UN SDGs
allgn ment Most relevant for integrating UN SDGs as a theme

Focus on the alignment across the full value chain of a company’s operations

OPeratlonaI Most relevant for incorporating a sustainability objective and to measure
allgn ment overall portfolio performance and alignment with UN SDGs and
complement therevenue approach

Thematic alignmentfocuses on how the company’s products and services align to the UN SDGs. This link between company
output andsustainable developmentgoals doesn’talways exist so strategies built on thematic alignment may find that the
investmentuniverse is more limited.

For fundamental active investmentstrategies, we believe a manual mapping of the alignment to the UN SDGs is the best
way to measure thematic exposure. This hand mapping bases on the analysis of the company’s product and services and
how they align with a specific UN SDG country target.

For broad investment universes or systematic strategies, relyingon less granular analysis from data providers is a possible
first-step proxy. For example, the MSCI’'s UN SDG Alignment® methodology explores both sides of alignment through its
‘ProductAlignment’ and ‘Operational Alignment’ assessments. Based on this assessment, we find thataround 36% of the
constituents in the MSCI All Country World Index (ACWI)7 have positive product alignment to at least one Goal as of May
2021. However, only 33% have no negative product alignment to any of the other goals (see Figure 6.a).

Operational alignmentcan be additive to thematic alignmentmeasurementby providing a more holistic assessment of a
company’s alignmentto the UN SDGs throughoutits entire supply chain. There is also more scope for companies to
advance the goals through effective operations, for example by using only renewable energy or promoting diverse and fair
employment practices. Based on the MSCI ACWI Index (see Figure 6.b), 43% of constituents have positive operational
alignment to at least one goal and no operational misalignment to any of the other goals. Overall, only 13% of the index
have positive product alignmentto at least one goal and no negative product or operationalalignment to any other goal.
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Figure 6: MSCI SDG Alignment Assessment for constituents of MSCI All Country World Index

Market value (%) alignment to each of the UN SDGs

Figure 6.a: MSCI SDG Product Alignment
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Figure 6.b: MSCI SDG Operational Alignment
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Source: BlackRock Sustainable Investing, with data from MSCI on MSCI All Country World Index and MSCI SDG Alignment data as of 31 May 2021. This graph
illustrates the proportion of Market Value that is Strongly Aligned, Aligned, Misaligned and Strongly Misaligned in the MSCI All Country World Index, split across the

corresponding UN SDGs according to MSCI's Product Alignment and Operational Alignment assessments.

At its simplest, alignment can be measured by taking public information on business involvement, exposures, performance
and controversies and linking it to the specific targets underpinningeach SDG. This can be usefulfor reporting absolute
alignment at the portfolio level as a guide to key exposures, but it is not very useful for informing investments.

To make the alignment measure more decision-useful, it can factor in sector relevance and additionality to the
advancementof the UN SDGs. As we have seen, there is a strong connection between the UN SDGs and financial materiality
which varies across sectors. This information equips investors with the ability to differentiate amongst companies which are

more exposed to future risks and opportunities.
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Similarly, we believe investors that seekto contribute or gain exposure to the advancementof the UN SDGs will find
information on the additionality of theirinvestments essential. The Sustainable DevelopmentSolutions Network (SDSN)
tracks global progress towards the achievementofthe UN SDGs and produces the SDG Indexand Dashboards®. Fromthe
Sustainable Development Report 2020, we can gain some insight on how the world is progressingwith each UN SDG (see
Figure 7) . Reduced Inequalities (SDG 10) has lowest average progress by the world overall at 32%, followed closely by Zero
Hunger (SDG 2) at 34%, and Peace, Justice and Strong Institutions (SDG 16) and Good Health and Well-Being (SDG 3) at
37%. This information can helpimpact investors prioritise the UN SDGs thatare the farthestaway from being achieved, or
otherwise identify which UN SDGs offer the most investment growth opportunity. The dashboards can further draw out
regional variations and opportunities, for example OECD countries are lagging behind the world average in Good Climate
Action (SDG 13) and Responsible Consumption and Production (SDG 12), so there may be more growth opportunities for
companies in OECD countries aligned to these UN SDGs.

Figure 7: UN Sustainable Development Goals Progress
Average country progress to achieving each SDG (100% for full target achieved)
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Source: BlackRock Sustainable Investing, with data from Sustainable Development Report 2020. The report rates each country across each SDG as either 'SDG
achievement’, ‘Challenges remain’, ‘Significant challenges remain’, and ‘Major challenges remain’ which we have translated into percentages of 100%, 75%, 50%,
and 25% respectively. For the world estimate, the weighted average for each SDG and each countryis aggregated using country population in 2020.
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UN SDG Investing

UN SDGs in impact and thematic investing

We believe thatthe UN SDGs have the potential to deliver value to not only impact investments, but also wider ESG -focused
strategies that can benefit from the historic opportunity to accelerate the global transition towards the goals. At BlackRock,
we are developing investmentsolutions that integrate the sustainable objective of the UN SDGs. These solutions span from
bond to equity strategies, including both thematic (nutrition, circular economy, sustainable energy) and global impact
strategies.

An example of a theme relevanttothe UN SDGs is the Circular Economy. The circular economy encapsulates the global
shift from a linear take-make-use-waste economyto one in which goods are recycled, shared, re-used and/or used for
longer to design waste outof the system. It thus provides alignmentwith targets linked to UN SDG 12 Responsible
Consumption and Production.

SDG Investable Exposure

Waste management
Landfill Reduction
Shared infrastructure

Access tosafe, affordable and sustainable transport systems
Reduce impact of disasters

Reduce waste

Management of chemicals and wastes throughout their life cycle
and reduce the release into the environment

Sustainable management and efficient use of natural resources

Recycling and reuse
Sharing / Customer to Customer platforms
Leasing business models

Strengthen resilience and adaptive capacity to climate-related Reduced emissions
hazards and natural disasters in all countries Shift away from single use plastic packaging

Reduce marine pollution
Increase the economic benefits from sustainable useof marine
resources

Waste reduction
Reverse collection infrastructure

Source: BlackRock Sustainable Investing, with data from UN Sustainable Development Goals as of 31 May 2021.
UN Sustainable Development Goals: https://sdgs.un.org/goals.

Aside frominvestmentgrowth opportunities, the UN SDGs also provide a frameworkfor assessing company exposure to
future regulatory, reputationalandfinancial risks. As we have seen, these risks can be material to long-term financial
performance, so they offer information that could be valuable and become the focus of an ESG-integrated strategy’s
investmentdecision-making and risk management practices.

From our sector-level analysis of the MSCI ACWI Index (see Figure 8), Healthcare and IT appear to be well positioned to
advance the UN SDGs from a product perspective by delivering essential services that directly correspondto the
sustainable objectives, however they are also amongthe most susceptible to operational misalignments. Here, investors
can use the operational alignment information as a guide to identify companies that are lagging their peers and may be
more susceptible to future risks. Utilities and Energy have the most exposure to product misalignments with the UN SDGs
primarily due to the historic nature of their businesses, although they have among the lowest occurrences of misalignments
from an operational perspective. This can be an indication of companies seeking to improve their operationsandeven
invest resources into switching towards a more sustainable business model.
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Figure 8: MSCI SDG Alignment Assessment for constituents of MSCI All Country World Index

Market value (%) alignment across sectors

Figure 8.a: MSCI SDG Product Alignment Figure 8.b: MSCI SDG Operational Alignment
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Source: BlackRock Sustainable Investing, with data from MSCI on MSCI All Country World Index and MSCI SDG Alignment data as of 31 May 2021. This graph
illustrates the proportion of Market Value that is either 1) Misaligned or Strongly Misaligned to at least one SDG, or 2) Aligned or Strongly Aligned on at least one SDG
and not Misaligned or Strongly Misaligned on any other SDG, in the MSCI All Country World Index, split across the corresponding Global Industry Classification
Standard (GICS) Sectors according to MSCI's Product Alignment and Operational Alignment assessments.

UN SDGs as a sustainable objective

On top of thematic exposure, UN SDGs can also translate into a sustainable objective based on both assessmentof product
andservices alignmentand adding operational alignmentusing ESG key performance indicators (KPI) that are relevantto
the goals. This involves setting a threshold of aggregated UN SDG alignmentfrom a revenue perspective and an operational

alignment perspective.
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Engaging for enhanced disclosure
and long-term value creation

Our mapping of material SASB indicators to the UN SDGs reveals gaps in company disclosure of material key performance
indicators (see Figure 9). Specifically, we did not find any company data to helpinform the relevantSASB indicators under
Goals 4 and 10, while Goals 1, 3 and 9 are missing more than 50% of relevantdata. The SASB Sectors with the most
missing relevantcompany data are Extractives & Minerals Processing, Infrastructure,and Healthcare. The SASB
Dimensions with the most missing relevantcompany data are Business Model & Innovation (majority from Product Design
& Lifecycle Management), Environment(majority from Ecological Impacts) and Social Capital (majority from Access &
Affordability).

Figure 9: Mapping SASB to the UN SDGs reveals key gaps in company disclosures

Number of SASB metrics linked to the UN SDGs that can be informed using available company disclosures data
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16 Peace, Justice and Strong Institutions

15 LifeonLand
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11 Sustainable Cities and Communities
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Good health and Well-Being
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Source: BlackRock Sustainable Investing, with data from UN Sustainable Development Goals, SASB as of 31 May 2021. The SASB Materiality Map comprises 679
unique company indicators. That are ‘activated” across 77 Industries where there is a material connection between the companyindicator and financial performance
for the given Industry. This results in 980 total pairs of companyindicators and industries, 687 (or 70%) of which can be Inked tothe UN SDGs. Some company
indicators can be attributed to more than one UN SDG, resulting in total pairings of SASB indicators to UN SDG goals of 717.This graph illustrates the number of the
717 indicator pairings that can be informed using available company disclosures data, split across the corresponding UN SDGs.

UN Sustainable Development Goals: https.//sdgs.un.org/goals. SASB Materiality Map: https.//materiality.sash.org/.

As the UN SDGs grow in prevalence, it will become increasingly important for companies to improve their transparency on
issues pertainingto the goals, particularly where the information is linked to financially materiality. While regulatory for ces
may introduce some requirements for companies to improve their disclosures and managementof their social and
environmentalimpact, we believe that direct engagementcan be a powerfultool for driving this change.
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BlackRock engages with companies on a range of issues, including board composition, executive compensation,
sustainable business practices and corporate reporting. We believe sustainability is core to value creation for our clients,
andwe have engagedthousands of companies on climate and sustainability-related issues over the years. BlackRock
Investment Stewardship evaluates corporate governance and business practices at the companies we invest in on behalf of
our clients against our published global principles®, aswell as our market-specific voting guidelines..

Investors are increasingly asking for more fulsome information on how companies are managing climate -related risks and
opportunities. Thus, we have been engaging with companies regarding the need to enhance disclosure of climate risks and
their plans and actions to transition their business models to be successful in a low-carbon economy. We also engage on
other businessrelevantsustainability risks and opportunities and how they are reported. These disclosures are essential for
analyzinga company’s approach and progress. Theyalso helpinvestorsto make informed voting decisions through which
we signal support for or encourage further progress on a company’s governance and sustainable business practices. As set
forth in BlackRock InvestmentStewardship’s sustainability reporting position paper©, BlackRock advocates for more
widespread and standardized sustainability reporting. Until a global set of standards is established, we will, in our
engagements with companies and the broader stewardship ecosystem, continue to advocate for corporate sustainability
reporting aligned with the four pillars of the frameworkdeveloped by the Task Force on Climate-related Financial
Disclosures, supplemented by industry-specific, financially material metrics like those developed by SASB. We will continue
to keep our position under review, taking into consideration regulatory developments and corporate practice. Where a
company is already reporting to another standard, such as the Global Reporting Initiative, we ask that they identify the
financially material environmental and social metrics reported. The goal is that companies globally provide consistent,
financially material information that is relevanttoinvestmentdecision-making and comparable within each industry. Such
reporting supports investors like BlackRock make better informed capital allocation decisions and stewardship
engagement.

Alongside advocating for greater disclosures, we believe that there is significant intersection between many of the topics
that we discuss with companies and aspects of those UN SDGs in which the private sector has a role to play!!. BlackRock’s
stewardship activities aim to advance our clients’ economic interests and support companies in deliveringlong-term
sustainable financial performance. In this way, we seek to help our clients, the true owners of these companies, meettheir
long-term financial goals.
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Conclusion

As the world embarks on the transition to a netzero economy, the necessity of adopting a fair and equitable pathway is
stronger than ever. As a guidepost of global social and environmental objectives,the UN SDGs are a key for investors to
grasp the interdependencies between financial and sustainable performance. We believe a similar frame of thinking can be
applied to the UN SDGs as we do for climate change, interpreting the regulatory risks linked with achievingthe UN SDGs as
‘transition risks’ and the risks of not achieving them as ‘physical risks’.

Itis increasingly recognised that companies can contribute or detract from the UN SDGs through not only their products
andservices, but also through their operations. Measures of holistic alignment equip investors with usefulinformation on
their exposure to SDG-related themes and gives them the ability to differentiate amongst investments which are more
exposed to future risks and opportunities.

We also believe impact strategies will need to look beyond a company’s positive contribution to the goals. As the overlap
between SASBandthe UN SDGs has shown, corporate issuers’ management of negative social and environmental
externalities today may become more and more material in the future as countries progress towards achieving the goals.

Therefore, integratingthe UNSDGs is relevantfor long-term investors to not only align their strategies with sustainable
objectives, but also to incorporate associated risks and opportunities into their broader ESGintegration strategy. The strong
links between material ESG issues and the UN SDGs shine a light on the interdependence of people, planet and financial
performance.

In this context, the integration of material ESG risks and externalities can provide critical acceleration to the UN SDGs and
opens up the opportunity to magnify the contribution of private actors, beyondimpact investmentstrategies.

At BlackRock, we provide our investmentteams with tools to integrate the UN SDGs in their solutions and prioritise
engagements to helpenhance corporate disclosures and awareness on the topics that matter most both for companies’
long-term financial prospects and for the goal achievement.
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Appendix

Opening new growth prospects

Reachingthe UN SDGs relies on the world’s collective effort to come together and direct capital towards their achievement.
Regulators, industry bodies and asset owners are embracingthe UN SDGs and are heighteningtheir scrutiny over the
impact companies have on the environmentand society. The growing popularity of the UN SDGs among investors has been
instrumental in the latest wave of asset managers striving to create investmentsolutions that embed the objective of a
positive UN SDG contribution, as more and more asset owners!? setthe ambition to align their investmentstrategy with the
goals and actively reallocate assets towards their achievement.

Younger investorswho are more conscious of currentsocio-economic issues are also calling for pensions and savings to be
invested more sustainably. The UN SDGs will be a major driver in broadeningthe reach of sustainable finance for individual
investors.

In our view, not only will the achievementof the UN SDGs help create better financial futures and financial prospects for all,
it will also contribute to the significant reallocation of capital - including public spending- to sustainability’3, which will
create a structural growth engine for companies that provide solutions to reach them. Investors are wakingupto the idea
thatinvesting in line with the UN SDGs could lead to enhanced investment performance through corporate exposure to
these new high-growth business opportunities.

Research from our Global Impact Team observes a growing momentum in the public equities space for impact investments
- i.e those made with the intention to generate positive, measurable social and environmental impact alongside a financial
return'® This means the majority of its products andservices must address a needthatis unlikely to be fulfilled by others
(such as competitors or governments), thereby creating a genuine impact. Impact companies have had twice the sales
growth compared to companies in global equities.

When we take a step back andlook at whatimpact businesses are providing, they are helpingto address essential needs like
access to affordable housing, healthcare services, education and job training, financial inclusion, safety and security, and
protection of our environment - needs thatoften correspondto those set forth in the UN Sustainable Development Goals.
The world’s great problems are vast,and demand for innovative, scalable solutions outstrip supply, providing a structural
growth tailwind to impact businesses. Investing in impact companies provides exposure to these structural growth stories.
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Notall UN SDG country-level criteria translate into actionable company
contributions

The UN SDGs were designed for country goal setting, so intuitively not all targets will translate into actionable company
contributions. Despite the high match with the SASB materiality framework, the paired indicators tend to be concentrated

aroundonly a few SDG targets (see Figure A.2). In fact, we find that only 47 of the 242 UN SDG country indicators are paired
with at least one SASBindicator.

The goals with the lowest correspondence to SASB indicators at less than 15% are:

Goal 17: Partnerships to Achieve the Goals

The pinnacle of this goal is global partnershipand cooperation to strengthen resource mobilization and means of
implementation for sustainable. Companies may be able to help facilitate progressto some extent, for example by
increasing access to technology and innovation, however the success of this goal requires ownershipandinvolvementat
the country-level.

Goal 5: Gender Equality

Outside equal remuneration and presencein managerial position, this goal tackles a broad set of topics, such as domestic
violence, forced marriage and reproductive rights, which fall outside of the scope for company involvement.

Goal 2: Zero Hunger

While companies can be held accountable for sustainable agricultural practices, targets linked to alleviating hunger and
malnutrition for the population, correcting trade restrictions in the world agricultural markets and ensuringthe proper
functioning of food commodity markets fall within the remit of global governments.

Figure A.2: Some UN SDGs have very low level of SASB translation
Percentage of UN SDG targets matched to SASB materiality indicators
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29% 79/, 26%
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Source: BlackRock Sustainable Investing, with data from UN Sustainable Development Goals, SASB as of 31 May 2021. The 17 UN SDGs comprise of 242 country-
level performance indicators that can help policymakers track progress on each of the Goals. Ouranalysis findsthat 67 of the 242 (28%) UN SDG indicators can be
linked to 687 of the 980 (70%) SASB indicators. This graph illustrates the proportion of the 242 UN SDG indicators that can be linked to at least one SASB indicator,
split across the corresponding UN SDGs.

UN Sustainable Development Goals: https://sdgs.un.org/goals. SASB Materiality Map: https.//materiality.sash.org/.
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Cayman Islands. As a non-Cayman Islands person, BlackRock may not carry on or engage in any trade or business unless it properly registersand obtains a license for such activities
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Investment Management (UK) Limited is not licensed under Israel's Regulation of Investment Advice, Investment Marketing and Portfolio Management Law, 5755-1995 (the
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Securities and Futures Commission of Hong Kong. This material is for distribution to "Professional Investors" (as defined in the Securities and Futures Ordinance (Cap.571 of the
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Australia and New Zealand: : Issued by BlackRock Investment Management (Australia) Limited BN 13 006 165 975, AFSL 230 523 (BIMAL) for the exclusive use of the recipient,
who warrants by receipt of this material that they are a wholesale client as defined under the Australian Corporations Act 2001 (Cth) and the New Zealand Financial Advisers Act
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correct as at the date of publication. While ewery care has been taken in the preparation of this material, no warranty of accuracy or reliability is given and no responsibility for the
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Certain information, such as ESG Ratings, ESG Scores and Emissions Intensity contained herein (the “Information™) has been provided by MSCI ESG Research LLC, a RIA (Registered
Investment Advisor) under the Investment Advisers Act of 1940, and may include data from its affiliates (including MSCI Inc. and its subsidiaries (‘MSCI")), or third party suppliers
(each an “Information Provider”), and it may not be reproduced or re-disseminated in whole or in part without prior written pemission. The Information hasnot been submitted to, nor
received approval from, the US SEC (Securities and Exchange Commission) or any other regulatory body. The Information may not be used to create any derivative works, or in
connection with, nor does it constitute, an offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product or trading strategy, nor should it be
taken as an indication or guarantee of any future performance, analysis, forecast or prediction. Some funds may be based on or linked to MSCI indexes, and MSCI may be
compensated based on the fund’s assets under management or other measures.MSC| has established an information barrier betweenequity index research and certain Information.
None of the Information in and of itself can be used to determine which securities to buy or sell or when to buy or sell them. The Information is provided ‘“as is” and the user of the
Information assumes the entire risk of any use it may make or permit to be made of the Information. Neither MSCI ESG Research nor any Information Party makes any
representations or express or implied warranties (which are expressly disclaimed), nor shall they incur liability for any errors or omissions in the Information, or for any damages
related thereto. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited.

The information provided here is neither tax nor legal advice and should not be relied on as such. Investment involves risk including possible loss of principal.
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