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ction

Robeco has been at the forefront of integrating the UN Sustainable Development Goals
(SDGs) into investment strategies since their launch in 2015. Already in 2017, we
launched the Robeco Corporate SDG Framework which enables the systematic
assessment of companies’ positive and negative contributions to the SDGs. The
corporate framework has been instrumental in growing Robeco's investment solutions
targeting positive impact for clients. This growth reflects strong investor demand for
aligning capital with the ambitions of the SDGs.

While corporate SDG investments have gained traction, it must not be forgotten that
governments also play a pivotal role in achieving the SDGs. Public financing remains the
backbone of SDG progress, especially in lower-income countries where the financing gap
is most acute. For example, countries like Rwanda and Benin must invest an additional
15.4% of GDP annually to meet the goals by 2030, compared to less than 1% for high-
income nations. Despite the availability of global capital, the high costs of financing
hinders progress where it is needed most. Mohilizing private capital, particularly through
sovereign investments, is essential to bridge the financing gaps that prevent many
lower-income countries from making greater SDG progress.

“Mobilizing private capital, particularly through sovereign
investments, is essential to bridge the financing gaps
that prevent many lower-income countries from making
greater SDG progress

Traditional sovereign ESG ratings, such as Robeco's Country ESG Framework, help
identify environmental, social, and governance risks and opportunities in sovereign
investments. However, they are not designed to evaluate a country’s policy alignment with
the SDGs. For this, investors need a complementary approach that goes beyond ESG risk
assessment and specifically targets SDG impact.

In 2021, Robeco launched the Country SDG Framework to address this need. The
framework evaluates how well government policies support the SDGs and offers an
‘impact-focused’ lens for sovereign investing that complements ESG performance
rankings. As a result, investors are able to align government bond portfolios with the
SDGs from an impact perspective. This document describes the three-step methodology
that underpins the Country SDG Framework. It also presents the distribution of country
SDG scores derived from using the framework and demonstrates how scores can guide
SDG-aligned sovereign investments.
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es and methodology

Robeco’s Country SDG Framework consists of a three-step process to gauge whether a
country is positively progressing on the SDGs. First, government policies are analyzed to
assess whether they advance or detract from the SDGs. Second, a country’s capital needs
and governance structures are assessed to determine whether there is robust investment
potential that can drive SDG progress. Finally, countries are screened for instances of
controversial behavior which could negatively influence the SDGs.

The combined results of these three steps yields a final SDG Country Score which reflects
the likelihood that investments in its government bonds are supporting SDG progress.
Scores range from highly negative (-3) to highly positive (+3) and are benchmarked
relative to other countries. A positive score indicates several important attributes:

+ The country’'s government has policies that promote the SDGs.
+ It faces financing challenges that justify investment.

« It has limited controversies that could undermine progress.

Conversely, a negative score suggests that one or more of these factors are hindering a
country's SDG progress.

Figure 1 | An overview of the three steps in Robeco's Country SDG Framework

POLICY

Do policies support the SDGs?
Does a country implement policies that
promote or limit each of the SDGs?

Assessing policies for the SDGs

+ Progress on SDG targets over time

+ Average performance in recent years
+ Absolute performance in the last year

Source: Robeco, 2025.
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Is there potential to improve financing?
Is there potential for an investor to improve a
country’s access to capital?

Considerations
» Country income status
»  Corruption

Policy (step 1)

CONTROVERSIES

Are controversies known?
Does the country comply with key principles
for the SDGs?

Examples of controversies
» Poor governance
Hard-line autocracies
Violation of rights and civil liberties
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Step 1: Do policies support the SDGs?

Government policies have an outsized influence on advancing the SDGs, so it follows that
investors can support the SDGs by investing in the bonds of governments that have good
policies in place for advancing the goals. The first step in the framework is to rigorously
define which types of policies to measure across the country universe. Excellent
assessment models are available, including the Sustainable Development Solutions
Network's (SDSN) SDG Index and the annual progress reviews of the UN. However, these
plot historical data points related to SDG progress, but they speak very little about the
quality of governmental policies that are essential for supporting future advances.

For example, existing data may tell us that in a particular country a relatively large share
of the population lacks access to clean drinking water. Yet this data does not reveal
whether future growth of such access is likely — information that is critical for assessing
whether investor capital would contribute to SDG progress in these countries. Ideally,
governmental policy documents could also be analyzed for insights; however,
standardized, comparable country data is often unavailable.

Creating the policy data set

To overcome these obstacles, Robeco developed its own proprietary approach to identify
data indicators and trends which can help approximate the effectiveness of policies on
the SDGs. Each of the official 232 SDG indicators was evaluated for its relevance for
assessing policies. Indicators were then classified as directly informative if they measure
governmental actions (e.g., taxation, regulation, and investment) or indirectly informative
if they track national sustainability outcomes that proxy policy impact. For example,
multi-year spending averages help establish government priorities in areas such as health
and education.

In addition, performance trends are also used as proxies to assess sustainability
outcomes and hence the effectiveness of government policies. Based on this approach,
84 SDG indicators were ultimately selected to further assess country performance in the
SDG Country Framework. The entire process is summarized in Figure 2.

Indicators were selected for their relevance and data availability across countries. Where
data gaps exist, neutral scoring is used to ensure fairness. To turn complex data into
actionable insights, countries are clustered based on their performance for each SDG and
assigned a score that reflects how effectively their policies support progress. The
clustering process applies advanced techniques that considers multiple dimensions of
performance and ensures fair comparisons across diverse contexts."

Each cluster is given a score on a scale o (-3) to (+3), where positive values indicate
strong, balanced progress and negative values signal policies that hinder SDG
advancement. Neutral scores represent limited positive or negative impact. Scores are
then combined across all 17 SDGs to create an overall policy-effectiveness score for each
country. Ultimately, this approach provides investors with a forward-looking view of how
government policies support SDG progress.

1 Here, BIRCH (Balanced Iterative Reducing and Clustering using Hierarchies) analysis is used. BIRCH is a data mining
technique for extremely large datasets. It is based on algorithms designed to recognize and cluster data based on
hierarchies.
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Figure 2 | Process for selecting SDG focus indicators and assessing country policy effectiveness

Identify indicators that
help approximate policy-

effectiveness for the SDGs

Determine if the indicator
directly or indirectly measures
policy effectiveness

Select a method for analyzing a
country’s performance on each
indicator

Analyze and score countries’
performance on indicators per
SDG

Indicators

Selected based on relevance
to SDG targets and availability
across countries

Source: Robeco, 2025.

Direct

The indicator informs about
policy actions, rather than
outcomes

Indirect

The indicator informs about
outcomes on the SDGs, rather
than policy actions

Current
e.g., ratification of controversial
weapons treaties

Average
e.g., expenditure on healthcare
in recent years

Trend
e.g., infant mortality rate,
assessed over time

Step 2: Is there potential to improve financing?

Policy score

For each country, create an
ordinal policy score per SDG,

by clustering a country's
performance on all indicators
using BIRCH (Balanced Iterative
Reducing and Clustering using
Hierarchies)

Some countries have better access to capital markets than others, and the World Bank's
country-income classifications are applied to make these determinations. Countries
classified as low, lower-middle, or upper-middle income are generally more likely to
require extra capital. Moreover, not all countries that need capital will use it effectively.
Country performance on corruption criteria are used to reduce the risk of funds being
misused and as a signal for whether government policies will further advance sustainable
development (Step 1). On the other hand, countries which meet the following criteria are
judged to have sufficient merit for additional capital as well as reasonable capacity to
effectively use it.

- Rated as low, lower-middle, or upper-middle-income
« Low levels of corruption
« Achieved a positive score (1) in Step 1

These countries will receive an upgrade (+1) to the scores received in Step 1. Providing

financing to countries that are vulnerable and responsible should help appreciably
accelerate global SDG progress and sustainable economic development.
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Step 3: Are controversies known?

Supportive policies, validated financial need, and the absence of corruption are all
necessary features for assessing a country’s current and future SDG performance.
However, it is still possible for countries to score well on these criteria and yet still fail to
uphold principles of good governance and respect for human rights. In fact, many
politicians argue that autocratic-leaning regimes govern more efficiently as a result of
streamlined decision-making. The third step of the framework is designed to root out
these deceptively ‘bad apples’, countries which may have the right safeguards in place on
paper but fail to uphold the true spirit of the SDGs.

This is evaluated in three ways:

+ Countries with very poor governance, as identified by the Robeco Country ESG
Framework, are assigned a (-1) score.

- Those classified as ‘hard-line autocracies’ under the BTI Transformation Index’ are
assigned a (-2) score.

- Countries on Robeco's exclusion list receive a (-3) score due to severe restrictions on
civil liberties, high political instability, or the subject of international sanctions.

These checks ensure that financing is directed toward countries aligned with the
principles of the SDGs.

Awarding the total country SDG scores

Countries are assigned a sub-score for each of the three steps. Country sub-scores are
then subject to a few more layers of scrutiny before an overall SDG score is assigned.

- Countries with positive scores in Step 1 (and no negative score in Step 3) will be

awarded their Step 1 score plus a potential score upgrade (+1) based on their degree of

financial need as determined in Step 2.
- Countries that have neutral scores across all steps will receive a total score of 0.
+ Importantly, countries with a negative score across any of the three steps will receive

the lowest score.
The last point reflects the fact that countries with poor SDG policies (Step 1) or those ! g]aenSfe;;lZiﬂj:Tndex (6Tl isa
displaying behavior that strongly conflicts with the SDGs (Step 3) cannot be considered to global ranking that measures
have a neutral or positive alignment with the SDGs. Table 1 provides several illustrative how well countries are

examples of the country scoring process. managing the transition
toward democracy and a

socially responsible market

Figure 3 | Examples of how overall SDG scores are awareded to countries economy.
Country Step 1 Sub-score  Step 2 Sub-score  Step 3 Sub-score = Overall score
Australia Polices are unlikely to substantially 0 No positive score in Step 1 and not a low, 0 No 0 0
impact SDG progress lower-middle, or upper-middle-income country controversies
Iran Policies have negative impact on -3 No positive score in Step 1 0 Involved in -3 -3
the SDGs controversies
Ireland Policies have negative impact on -1 No positive score in Step 1 and not a low, 0 No 0 -1
the SDGs lower-middle, or upper-middle-income country controversies
Bhutan Policies advance SDG progress +2 Low-income country, sufficient corruption +1 No 0
control, and positive score in Step 1 controversies

Source: Robeco, 2025.
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Score overview

The distribution of total country SDG scores for all 170 countries assessed reveals a
diverse landscape. About one-third of countries (36%) achieve a positive score, 14% are
neutral, and half (50%) are negative.

Figure 4 | Distribution of scores 2025 (n=170)

o
0, ' 0,
R

14%
14%
| I 26% Negative 50%
3 | 22 countries 13%

Source: Robeco, 2025.

Within the positive group, 8 countries (5%) reach the maximum score of (+3), indicating
strong SDG policies and significant financing needs. Another 29 countries (17%) score
(+2), and 24 countries (14%) score (+1).

On the opposite end, 18 countries (11%) receive a score of (-1), 45 countries (26%) score
(-2), and 22 countries (13%) score (-3). Negative scores reflect policies or controversies
that substantially hinder SDG progress.

The distribution of the scores in Step 1 across individual SDGs also varies. No Poverty
(SDG 1), Good Health and Well-being (SDG 3), and Decent Work and Economic Growth
(SDG 8) present a positive picture, with many countries earning favorable scores. Goals
such as Gender Equality (SDG 5), Quality Education (SDG 4), and Zero Hunger (SDG 2)
show a balanced mix of positive and negative scores.

In contrast, Quality Education (SDG 4) Peace, Justice and Strong Institutions (SDG 16),
Sustainable Cities and Communities (SDG 11), and Life on Land (SDG 15), are dominated
by negative scores, pointing to substantial governance, economic and environmental
challenges.

The Robeco Country SDG Framework « 8



Figure 5 | Distibution of SDG indicator scores - Step 1 (n=170)
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Source: Robeco, 2025.

How countries score around the world

In contrast to conventional intuition, some of the high-scoring countries - those with (+3)
scores - are from emerging market countries, whereas many wealthy and advanced
economies of Western Europe and North America have neutral SDG performance
(indicated by scores of (0), (see Figure 6). This reflects the methodology and purpose of
the SDG scoring system. It is not designed merely to assess a country’s current SDG
performance but rather to incentivize and finance those making meaningful and
sustainable progress.
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Figure 6 | Sample Country SDG scores

Total | Scores per step of the framework Scores per SDG in Step 1 - Policies

Country SDG
score

Step 1 Step 2 Step 3
Policies  Potential = Controversy

Georgia +3 +3 +1 0 . +1 +1 . =1l +1 =1l . +1 +2  +1 +1 +1 . 0 =l
Lesotho +1 +1 0 +1 =l . = 0 0 +1 0 +1 0 +2 . 0 0 0 =l

2 3 4 5 6 7 8 9 10 1 12 13 14 15 16

France +2 0 0 0 +2 0 =] +1 0 0 +1 | +1 0 0 +1 0 +1 0 +1
Poland +1 0 0 0 |+ | +1 . 0 0 0  +2 + 0 0 Pl . +1 0 0
Canada 0 0 0 0 +1 . 0 0 0 [ 0 -1 . 0 -1 0 +
Australia 0 0 0 0 +1 0 +2 0 0 +1 | 1 0 =l . 0 +1 0 +1

Peru -1 -1 0 0 +1 + 0 S 0 A 0 A 0 =] 0 =T
Mozambique =~ -1 0 0 -1 0 0 +2 0 0 +1 0 +1 0 . +2  +] 0 0 il .
Liberia 2 2 0 0 +1 -... 0 +2 0 0 0 0 0 =T 1 1 0
Lebanon -3 -3 0 -3 .. 0 =T Sl -1 . +1 . 0 Sl -1 0 -1 Sl . 0

Source: Robeco, 2025.

Typically, country sustainability rankings are often correlated with income levels. This is
because wealthier countries have more opportunities to allocate capital to areas such as
education, health care, or social security. However, country SDG scores do not follow this
pattern. As shown in (Figure 7), low-income countries appear at both ends of the
spectrum, and high or low SDG scores can be found across all country income levels.

Figure 7 | Distribution of SDG score per GNI per capita (a) and Country ESG score (b) (n=170)
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Source: Robeco, 2025.
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Similarly, the SDG score is not correlated with ESG ratings. Countries with high ESG
ratings can still receive neutral or even negative SDG scores. Conversely, several
countries with strong SDG scores rank in the lower half of ESG ratings.

This lack of correlation is to be expected and reflects the different philosophies behind
the SDG and ESG frameworks. Together, they are complementary — SDG scores help align
investments with the goals of sustainable development, while ESG ratings guide the
investment process to identify opportunities and manage risks. It is noteworthy to
mention that while in many respects, the frameworks are distinctively different, they both
apply strict standards on governance and controversies, meaning that countries with
poor governance or major controversies will receive low SDG and ESG scores.

Research insights - the non-linear relationship of default risk

Interestingly, results show a non-linear relationship between SDG scores and CDS
spreads (see Figure 8). It is no surprise that countries with negative SDG scores generally
have higher default risks than those with neutral or moderately positive scores (+1 or +2).
However, results also show that countries with very high SDG scores (+3) show default
risks similar to those with negative scores.

To explore this curious feature further, CDS spreads for countries with deeply negative
scores (-2 and -3) and those with high positive scores (+2 and +3) were compared against
intermediate countries (-1, 0, +1). The analysis shows that countries with poor SDG
progress tend to have much higher CDS spreads compared to intermediate countries,
reflecting significantly elevated perceptions of risks (likely the result of inadequate
institutional structures and poor governance).

In contrast, countries with high positive SDG scores have CDS spreads comparable to
intermediate countries. So while default risks may be present, investors’ perceived degree
of risk is far less than those with negative SDG scores.

These findings highlight the nuanced relationship between SDG alignment and credit risk,
allowing investors to build SDG-aligned government bond portfolios across diverse risk
profiles.

Figure 8 | Non-linearity between CDS spreads (bps) and country SDG scores (n=170)
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Source: Robeco, 2025.
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tion in sovereign debt strategies

The Country SDG Framework is applied to sovereign debt strategies designed to advance
the SDGs. At the start of the investment process, Country SDG scores are used to define
the eligible investment universe. Only bonds issued by countries with neutral or positive
SDG scores qualify for inclusion. Typically, debt from government-related entities, such
as local authorities or development banks, is also considered and subject to similar
eligibility criteria.

Experience shows that Country SDG scores can be effectively used to construct SDG-
aligned strategies in both developed and emerging markets. For example, Robeco
manages an SDG-aligned mandate focused on EMU (European Monetary Union) countries
with neutral or higher scores. In this particular portfolio, Ireland, for instance, is excluded
due to its negative SDG score (-1) which is driven partly by high fossil fuel subsidies (SDG
12).

Similarly, Country SDG scores are also used for a ‘sleeve’ of emerging market sovereign
issuers that forms part of a broader SDG-aligned Credits strategy. This sleeve excludes
countries such as Tirkiye given its negative score but may include others like Indonesia
or Ghana.

While using SDG scores to define investment universes introduces the risk of forced sales
following a downgrade, score volatility has historically been modest. As a result, such
situations have been rare, and the Country SDG Framework has proven practical and
effective.

Once the SDG-aligned investment universe is established, the influence of SDG scores

typically ends. From that point onward, an investment process consistent with other
sovereign debt strategies is followed.
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ry

Our Country SDG Framework is presented as a tool for aligning government bond
portfolios with the SDGs. This approach was developed in response to the World Bank's
call for a new sovereign sustainability framework that provides clarity on investment
objectives, incorporates forward-looking scenarios, and corrects for the income bias that
is engrained in established sovereign ESG ratings.

Scores generated through the Framework contribute towards this objective by integrating
a forward-looking perspective on SDG-related policies. The framework also accounts for
the current development status of a country, leading to an inverse relationship between a
country's SDG score and its income status. As a result, Robeco's SDG Framework
provides an additional lens for evaluating a country’s progress and complements existing
ESG ratings.

The Framework is a novel sustainable investing approach to sovereign debt, one of the
world’s largest asset classes. Though specific ‘ring-fenced’ financial instruments such as
green, social and sustainability-linked bonds are available, a broader approach that
systematically integrates forward-looking SDG performance has been largely absent in
sovereign investing. Developing such investment strategies was central to the design of
the Framework and it is hoped that the methodology will improve access to financing for
countries with legitimate ambitions and need, close the SDG financing gap, and ultimately
promote positive sustainable development outcomes globally.

Emerging Market Debt
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Important information - Capital at risk

This information refers only to general information about Robeco Holding B.V. and/or its related, affiliated
and subsidiary companies ("Robeco”), Robeco’s approach, strategies and capabilities. This is a marketing
communication solely intended for professional investors, defined as investors qualifying as professional
clients, who have requested to be treated as professional clients or who are authorized to receive such
information under any applicable laws. Unless otherwise stated, the data and information reported is
sourced from Robeco, is, to the best knowledge of Robeco, accurate at the time of publication and comes
without any warranties of any kind. Any opinion expressed is solely Robeco’s opinion, it is not a factual
statement, and is subject to change, and in no way constitutes investment advice. This document is
intended only to provide an overview of Robeco’s approach and strategies. It is not a substitute for a
prospectus or any other legal document concerning any specific financial instrument. The data, information,
and opinions contained herein do not constitute and, under no circumstances, may be construed as an offer
or an invitation or a recommendation to make investments or divestments or a solicitation to buy, sell, hold
or subscribe for financial instruments or as financial, legal, tax, or investment research advice or as an
invitation or to make any other use of it. All rights relating to the information in this document are and will
remain the property of Robeco. This document may not be copied or used with the public. No part of this
document may be reproduced or published in any form or by any means without Robeco’s prior written
permission. Robeco Institutional Asset Management B.V. has a license as manager of UCITS and AlFs of the
Netherlands Authority for the Financial Markets in Amsterdam.

United Kingdom

This information is provided by Robeco Institutional Asset Management UK Limited, 30 Fenchurch Street,
Part Level 8, London EC3M 3BD, registered in England no.15362605. Robeco Institutional Asset Management
UK Limited is authorised and regulated by the Financial Conduct Authority (FCA - Reference No: 1007814).

Switzerland
Robeco Switzerland Ltd is licensed by the Swiss Financial Market Supervisory Authority FINMA as a
manager of collective assets.

Australia

This document is distributed in Australia by Robeco Hong Kong Limited (ARBN 156 512 659) which is
exempt from the requirement to hold an Australian financial services license under the Corporations Act
2001 (Cth) pursuant to ASIC Class Order 03/1103. Robeco Hong Kong Limited is regulated by the Securities
and Futures Commission under the laws of Hong Kong and those laws may differ from Australian laws.

New Zealand

In New Zealand, this document is only available to “wholesale investors” within the meaning of clause 3(2)
of Schedule 1 of the Financial Markets Conduct Act 2013 (‘FMCA). This document is issued by Robeco
Hong Kong Limited which does not have a place of business in New Zealand.

Hong Kong

This document is issued by Robeco Hong Kong Limited, which is regulated by the Hong Kong Securities and
Futures Commission (“SFC"). The contents of this document have not been reviewed by the SFC. Investment
involves risks. This information does not constitute an offer to sell, a solicitation of an offer to buy, or a
recommendation for any security.

Singapore

This information is for informational purposes only and should not be construed as an offer to sell or an
invitation to buy any securities or products, nor as investment advice or recommendation. The contents of
this document have not been reviewed by the Monetary Authority of Singapore (“MAS"). Robeco Singapore
Private Limited holds a capital markets services licence for fund management issued by the MAS and is
subject to certain clientele restrictions under such licence. An investment will involve a high degree of risk,
and you should consider carefully whether an investment is suitable for you.

us

This document may be distributed in the US by Robeco Institutional Asset Management US, Inc. ("Robeco
US"), an investment adviser registered with the US Securities and Exchange Commission (SEC). Such
registration should not be interpreted as an endorsement or approval of Robeco US by the SEC. Robeco B.V.
is considered “participating affiliate” and some of their employees are “associated persons” of Robeco US
as per relevant SEC no-action guidance. Employees identified as associated persons of Robeco US perform
activities directly or indirectly related to the investment advisory services provided by Robeco US. In those
situations, these individuals are deemed to be acting on behalf of Robeco US. SEC regulations are applicable
only to clients, prospects and investors of Robeco US. Robeco US is wholly owned subsidiary of ORIX
Corporation Europe N.V. (“ORIX"), a Dutch Investment Management Firm located in Rotterdam, the
Netherlands. Robeco US is located at 230 Park Avenue, 33rd floor, New York, NY 10769.
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