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Focus on portfolio exposure to sectors and companies with financially
material risks

Investors seeking to analyze natural capital risks in their investment strategy can start froma
broad portfolio perspective before narrowing in. We start by evaluating our position sizes so we
can understand where we have the greatest exposure and then consider where natural capital
risk is the most material within those sectors. For example, the food supply chain has a very

high dependency on natural resources and also a great impact on them. At the issuer level, we
consider how financially material natural capital is by understanding the dependence on natural
resources for operations, goods and services and figuring out the hotspots within those supply
chains. This involves identifying where the supply chains are located, whether they could disrupt
operations for companies we own, investigating if companies are taking proactive measures to
mitigate risks to their business and also seeing how exposed they are to risks further down the
supply chain.

Following this assessment, our approach at this stage is to craft an engagement strategy with
companies based on due diligence rather than advising them on specific actions:

= Are senior management even thinking about natural capital risks and opportunities?
= Have they identified and stress tested weak links in their supply chain?
= Are they investing capital and R&D to fix potential issues?

= And are they seeking to do this at scale?

Be aware of challenges to integrating natural capital analysis into
investment theses

From our experience, three major challenges arise when developing investment theses to
incorporate natural capital risks and opportunities. First, there may be a complex supply or
value chain for impacted sectors. Our research into the food sector helped us to understand
that brands are heavily reliant on grain trading companies to purchase raw materials, meaning
brands have little visibility at the farmer level. This creates a challenge as brands have more
ambitious targets to end deforestation across their supply chains than grain trading companies
who don’t see it as their responsibility to influence change; however, brands have little visibility
into what is happening upstream at the farmer level.

Second, regulations are different across the globe. This means companies set their own policies
based on the regulations of geographies in which they or their supply chains operate. Meeting
zero deforestation or nature positive targets requires companies to act in place of governments
by holding themselves to much higher standards than regulators do, which is a hard ask for
companies when management teams are still incentivized on three- to five-year horizons.
Understanding and following regulations is a critical part of the integration process as it helps to
size and time the risks as well as provides context with which to engage with companies.
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The third challenge is understanding the financial implications of the companies investing to solve
natural capital crises before they hit the bottom line. It can be difficult for companies to provide
guidance on the capex or R&D needed as they may not know what those figures are. It's complex but
linking it back to financial materiality for an individual company is key because we are looking at major
systemic issues for many companies and countries.

Partner with organizations and access existing resources to build knowledge

There are a number of different frameworks available to understand nature-related issues. The
Taskforce on Nature-related Financial Disclosures (TNFD) is a good option for investors looking to
engage with companies on improving disclosure. It provides guidance for financial institutions as
well as sector guidance. The framework is already widely adopted from a climate perspective, so
companies already know how to work it into their strategy. Organizations like Ceres and Asia Investor
Group on Climate Change (AIGCC) are useful for issues around deforestation and change of land
use. Each organization has its own niche, so it’simportant to consider which firm best aligns with the
investment mandate.

The Carbon Disclosure Project (CDP) is a resource we find very helpful but is underused. CDP
conducts forestry, water and climate surveys which are financially oriented with companies. For
example, the surveys ask companies to size the percentage of their revenues that are dependent on
different commodities at risk from deforestation, the proportion of their operations in water-stressed
areas and the financial impact over three-, five- and ten-year horizons if the risks are not mitigated.
These figures may not be available in companies’ annual reports, but the CDP survey forces them

to put numbers to these risks. While the numbers may be theoretical, they do require companies

to carefully consider their responses and map the risks across their organization. This data is
standardized and provides helpful context to have a conversation with companies.

We welcome the opportunity to discuss key sustainability themes
with you. Please contact allangles(@mfs.com and we will be happy to help.
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MFS may incorporate environmental, social, or governance (ESG) factors into its fundamental investment analysis and engagement activities when communicating with issuers. The examples
provided above illustrate certain ways that MFS has historically incorporated ESG factors when analyzing or engaging with certain issuers but they are not intended to imply that favorable
investment or engagement outcomes are guaranteed in all situations or in any individual situation. Engagements typically consist of a series of communications that are ongoing and often
protracted, and may not necessarily result in changes to any issuer’s ESG-related practices. Issuer outcomes are based on many factors and favorable investment or engagement outcomes,
including those described above, may be unrelated to MFS analysis or activities. The degree to which MFS incorporates ESG factors into investment analysis and engagement activities will
vary by strategy, product, and asset class, and may also vary over time. Consequently, the examples above may not be representative of ESG factors used in the management of any investor’s
portfolio. The information included above, as well as individual companies and/or securities mentioned, should not be construed as investment advice, a recommendation to buy or sell or an
indication of trading intent on behalf of any MFS product.

The views expressed are those of the speakers and are subject to change at any time. These views are for informational purposes only and should not be relied upon as a recommendation to
purchase any security or as a solicitation or investment advice. No forecasts can be guaranteed.

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affiliates and may be registered in certain countries.

Distributed by: U.S. - MFS Institutional Advisors, Inc. (“MFSI”), MFS Investment Management and MFS Fund Distributors, Inc., Member SIPC; Latin America - MFS International Ltd ;
Canada - MFS Investment Management Canada Limited. Note to UK and Switzerland readers: Issued in the UK and Switzerland by MFS International (U.K.) Limited (“MIL UK”), a private
limited company registered in England and Wales with the company number 03062718, and authorised and regulated in the conduct of investment business by the UK Financial Conduct
Authority. MIL UK, an indirect subsidiary of MFS®, has its registered office at One Carter Lane, London, EC4V 5ER. Note to Europe (ex UK and Switzerland) readers: Issued in Europe by
MFS Investment Management (Lux) S.a r.l. (MFS Lux) - authorized under Luxembourg law as a management company for Funds domiciled in Luxembourg and which both provide
products and investment services to institutional investors and is registered office is at S.ar.l. 4 Rue Albert Borschette, Luxembourg L-1246. Tel: 352 2826 12800. This material shall not be
circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or distributed to persons where such reliance
or distribution would be contrary to local regulation; Singapore - MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand - MFS International Australia Pty Ltd
(“MFS Australia”) (ABN 68 607 579 537) holds an Australian financial services licence number 485343. MFS Australia is regulated by the Australian Securities and Investments Commission.;
Hong Kong - MFS International (Hong Kong) Limited (“MIL HK”), a private limited company licensed and regulated by the Hong Kong Securities and Futures Commission (the “SFC”). MIL
HK'is approved to engage in dealing in securities and asset management regulated activities and may provide certain investment services to “professional investors” as defined in the
Securities and Futures Ordinance (“SFO”).; For Professional Investors in China - MFS Financial Management Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century Avenue,
Shanghai World Financial Center, Shanghai Pilot Free Trade Zone, 200120, China, a Chinese limited liability company registered to provide financial management consulting services.,;
Japan - MFS Investment Management K.K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust
Association, Japan and the Japan Investment Advisers Association. As fees to be borne by investors vary depending upon circumstances such as products, services, investment period and
market conditions, the total amount nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market fluctuation and investors may lose the
principal amount invested. Investors should obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making
the investments ; 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 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. The Central Bank of Bahrain
assumes no responsibility for the accuracy and completeness of the statements and information contained in this document and expressly disclaims any liability whatsoever for any loss
howsoever arising from reliance upon the whole or any part of the contents of this document. The Board of Directors and the management of the issuer accepts responsibility for the
information contained in this document. To the best of the knowledge and belief of the board of directors and the management, who have all taken all reasonable care to ensure that such
is the case, the information contained in this document is in accordance with the facts and does not omit anything likely to affect the reliability of such information.; Kuwait - This
document is not for general circulation to the public in Kuwait. The information has not been licensed for offering in Kuwait by the Kuwait Capital Markets Authority or any other relevant
Kuwaiti government agency. No private or public offering of the information is being made in Kuwait, and no agreement relating to the information will be concluded in Kuwait. No
marketing or solicitation or inducement activities are being used to offer or market the information in Kuwait.; Oman - For Residents of the Sultanate of Oman: The information contained
in this document does not constitute 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). This information is being circulated on a limited basis only to corporate entities that fall within the description of sophisticated investors (Article
139 of the Executive Regulations of the Capital Market Law). The recipient acknowledges that they are a sophisticated investor who has experience in business and financial matters and is
capable of evaluating the merits and risks on an investment.; South Africa - This document has not been approved by the Financial Services Board and neither MFS International (U.K.)
Limited nor its funds are registered for public sale in South Africa.; UAE - 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 information is only being offered to a limited number of exempt investors in
the UAE who fall under one of the following categories of non-natural Qualified Investors: (1) an investor which is able to manage its investments on its own, namely: (a) the federal
government, local governments, government entities and authorities or companies wholly-owned by any such entities; (b) international entities and organisations; or (c) a person licensed
to carry out a commercial activity in the UAE, provided that investment is one of the objects of such person; or (2) an investor who is represented by an investment manager licensed by the
SCA, (each a “non-natural Qualified Investor”). The information and data have not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commodities
Authority, the Dubai Financial Services Authority, the Financial Services Regulatory Authority or any other relevant licensing authorities or governmental agencies in the UAE (the
“Authorities”). The Authorities assume no liability for any investment that the named addressee makes as a non-natural Qualified Investor diligence on the accuracy of the information
relating to the securities. If you do not understand the contents of this document you should consult an authorised financial adviser.; Saudi Arabia - This document may not be distributed
in the Kingdom except to such persons as are permitted under the Investment Funds Regulations issued by the Capital Market Authority. The Capital Market Authority does not make any
representation as to the accuracy or completeness of this document, and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this
document. Prospective purchasers of the securities offered hereby should conduct their own due diligence on the accuracy of the information relating to the securities. If you do not
understand the contents of this document, you should consult an authorised financial adviser; Qatar - This material/fund is only being offered to a limited number of investors who are
willing and able to conduct an independent investigation of the risks involved in an investment in such material/fund. The material does not constitute an offer to the public and is for the
use only of the named addressee 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). The fund has not been and will not be registered with the Qatar Central Bank or under any laws of the State of Qatar. No transaction will be concluded in your jurisdiction and any
inquiries regarding the material/fund should be made to your contact outside Qatar.

MFSE_FLY_2603218_4 24
FORINSTITUTIONAL AND INVESTMENT PROFESSIONAL USE ONLY 57750.1



