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Introduction

For nearly 20 years, S&P Dow Jones Indices, one of
the world’s main index providers, and RobecoSAM,

a leading Sustainability Investing specialist, have
developed the Dow Jones Sustainability Indices (DJSI).
The Sustainability Index (DJSI World) was launched

in 1999 as the first global index to track the leading
sustainability-driven companies based on RobecoSAM’s
analysis of financially material environmental, social
and governance (ESG) factors. RobecoSAM assesses
the world’s largest companies through its Corporate
Sustainability Assessment (CSA), which uses a
consistent, rules-based methodology to convert an
average of 600 data points per company into one
overall score. This score determines inclusion in any

of the Dow Jones Sustainability Indices, which have
included the Dow Jones Sustainability Chile Index since
2015 and the Dow Jones Sustainability MILA Pacific
Alliance Index since 2017 (see the appendix for more
information on this index and the 2018 results).

The aim of this report is to provide insights into the
current level of sustainability management in Latin
America and to highlight strengths and opportunities
for improvement in Brazil, Chile, Colombia, Mexico
and Peru.

In Latin America', 240 companies in Brazil, Chile,
Colombia, Mexico and Peru were invited to take

part in the 2018 CSA, and 38% of these companies
actively participated in completing the assessment
questionnaire. The highest level of active participation
was in Colombia and Peru, with rates of 73% and 63%,
respectively. It is important to bear in mind that the
invited universe in Colombia and Peru is significantly
smaller than in the other countries. Active participation
reached 36% in Chile, 35% in Mexico and 33% in Brazil.
The remaining assessed universe was evaluated on the
basis of publicly available information.

Market capitalization of assessed and actively
participating companies in the CSA 2018

All Actively
assessed participating
companies  companies
(% of market (% of market
cap) cap)

Brazil 82 61

Chile 100 85

Colombia 100 72

Mexico 99 62

Peru 100 69

Source: RobecoSAM

"Invited universe in each
country — Brazil: 61; Chile: 81;
Colombia: 15; Mexico: 75;
Peru: 8

2 http://www.robecosam.
com/images/methodology-
quidebook-external-msa-
2018-web.pdf

To ensure Latin American companies are adequately
represented in the annual CSA universe, RobecoSAM
considers the market capitalization of the companies
assessed.

Important methodology change in 2018

RobecoSAM updates the CSA methodology on an annual basis in
order to continue raising the bar and to ensure that companies
measure and report on current and emerging material ESG top-
ics. In 2018, RobecoSAM introduced significant updates to the
Media and Stakeholder Analysis (MSA) methodology. The MSA
forms an integral part of the CSA and enables RobecoSAM to
monitor companies’ sustainability performance on an ongoing
basis by assessing current controversies with potentially negative
reputational or financial impacts. The objective of the updates to
the scoring methodology is to remove the MSA’s positive score
contribution to companies with no controversies while ensuring
that severe controversies are better reflected in final scores. This
change affects the total score for all companies, with and with-
out MSA cases. More details of the methodology change can be
found in the MSA Methodology Guidebook.?

Given the impact of the methodology change, this report ana-

lyzes the 2018 CSA results in comparison with the 2017 results
recalculated using the same MSA methodology as for 2018.

Corporate Sustainability Assessment « RobecoSAM « 3



3 Emerging markets refer
to: Brazil, Chile, China,
Colombia, Czech Republic,
Egypt, Greece, Hungary,
India, Indonesia, Malaysia,
Mexico, Morocco, Peru,
Philippines, Poland, Qatar,
Russia, South Africa,
Taiwan, Thailand, Turkey,
United Arab Emirates.

“http://www.robecosam.
com/images/DJSI2018_
ComponentList_World.pdf

5 http://www.robecosam.
com/images/
DJSI2018_ComponentList
EmergingMarkets.pdf

Overall results in Latin America

The results of the CSA 2018 show that as a region,
Latin America continues to lag behind when it comes
to overall sustainability management. The average
total score for Latin America was 29 points, the lowest
of all regions. It is important to bear in mind that

companies may be invited to participate in more than
one universe. In the case of Latin American companies,
some are also invited to participate in the DJSI World
and the DJSI Emerging Markets.®

Figure 1: Average scores of all assessed companies by DJSI Invited Universe
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In terms of inclusion in the Dow Jones Sustainability
Indices, a total of 14 Latin American companies

(7 companies from Brazil, 5 from Colombia and 2
from Chile)* were selected for the DJSI World Index,
representing 4.4% of its members. This is a good
representation of Latin American companies as only
2.7% of the companies in the DJSI World invited
universe were from Latin America. This shows that in
Latin America, there are companies that can compete
with the best in the world in terms of sustainability, but
these remain a minority across the region.
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At the Emerging Markets level, the inclusion is higher,
with Latin American companies representing 27.7%

of the DJSI Emerging Markets Index (10 companies
from Brazil, 8 from Colombia, 5 from Chile and 3

from Mexico).® However, the representation of Latin
American companies in the DJSI Emerging Markets
Invited Universe was even higher, with 31.9%. From the
companies in Latin America that were invited for the
DJSI World and DJSI Emerging Markets indices, a total
of 21.5% and 20% are index members, respectively.



The results of the 2018 Corporate Sustainability
Assessment in Latin America show mixed trends in
overall performance. The average total score in Latin
America increased slightly from 28 for the 2017 re-
calculated score to 29 in 2018. Colombia, Mexico and
Peru show a positive trend with improvements of 6,

Figure 2: Average total score by country
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As mentioned previously, of the invited universe of Latin
American companies, 38% actively participated in the
CSA and answered the questionnaire, whereas the rest
of the assessed companies were evaluated based on
publicly available information. The difference between
the results of actively participating companies (the
leaders) and other companies (the laggards) is clearly
demonstrated in Figures 3 and 4.

In terms of actively participating companies, Colombia
and Brazil are the only countries with average score
results above the average world score (59 points).
Actively participating companies in Chile are slightly
below the world average, with 57 points. This shows
that leading companies in these three countries are

at least on a par with, or outperform, many other
companies around the world.

Colombia

4 and 7 points, respectively, from 2017 to 2018. On the
other hand, the average total score in Chile dropped

1 point, and results in Brazil showed the biggest drop,
with 8 points. However, this country is still second in
terms of the highest overall score, behind Colombia.

Mexico Peru

However, when comparing the scores of all assessed
companies, the averages across all five countries
decrease, with the most dramatic drop occurring in
Chile. The world average score drops 21 points to 38
and Chile s average drops from 57 to 23 points.
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Figure 3: Average country scores of actively participating companies vs.

all assessed companies
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Chile and Mexico represent nearly 75% of the universe
of Latin American companies, and it is in these two
markets that we see the higgest difference between
leaders and laggards. In Chile, the median score
decreases from 56 to 6 and the lowest score to zero. In
the case of Mexico, the median score decreases from
4110 14, also with a lowest score of zero. This clearly
demonstrates that in these large markets, there are
examples of leading companies that are integrating
sustainability into their businesses. However, there is

also a large group of companies that are doing little to
progress from a business-as-usual approach to a more
sustainability-oriented one, or at least lack transparency
on these issues. Given that many investors rely on pu-
blicly available information to make their investment
decisions, these companies — not only in Chile and
Mexico but across the region — need to be the focus in
the short term if Latin America is to compete with other
regions when it comes to sustainable investments.

Figure 4: Impact of non-actively participating companies on country level results
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Source: RobecoSAM
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Dimension and criteria results

Apart from the general regional results, it is important
to analyze specific details at the dimension and criteria
level in order to identify strengths and weaknesses

in companies’ sustainability integration and
management.

In line with the total score for Latin America, the av-
erage scores in 2018 in the economic, environmental
and social dimensions are consistently below the scores
of the different invited universes around the world.

Figure 5: Average dimension scores by Invited Universe
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On an individual country basis, a comparison of the
2017 recalculated scores and the 2018 scores shows
mixed results across the region for the economic,
environmental and social dimensions (Figure 6).
Colombia, Peru and Mexico show an upward trend
in performance across all three dimensions, whereas
scores in Brazil and Chile declined across all three
dimensions. Although scores in Brazil decreased

in 2018, it is the only country besides Colombia to
have achieved results above the regional and world
averages across all three dimensions. In the economic

59
44
45
38
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40 50 60 70 80 90 100
Average Score

dimension, Peru showed results slightly above the
regional average score, and in the social dimension
the country even exceeded the world average score.
Chile and Mexico, on the other hand, achieved results
below the regional and world average scores across all
three dimensions. Again, this is partly due to the large
assessed universe in Chile and Mexico in comparison
with the other countries, as well as the large number of
companies that report little or no information on their
environmental, social and governance management
and performance.
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Figure 6: Average dimension score by country
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One of the strengths of the RobecoSAM CSA is the focus
on cross-cutting, financially material topics that apply
to all 60 industries analyzed, as well as industry-specific
material issues. The following figures highlight the
average scores by country and for the companies

Figure 7: Economic criteria
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Colombia is a clear leader in the region with regard

to the economic criteria evaluated. On average, the
country score is 16 points above the next country
(Brazil) and in the case of Supply Chain Management
and Policy Influence, the difference is 27 and 24 points,
respectively.

Figure 8: Environmental criteria
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that qualified to be members of the DJSI MILA Pacific
Alliance (best in the region), for the most critical cross-
cutting material topics in the economic, environmental
and social dimensions.

0 “ ‘| I || || I || I || I |I I

Tax Policy Supply Chain Corporate
Strategy Influence Management Governance
Peru == DJS| MILA

The weakest criterion across all countries was
“Corporate Governance,” which evaluates the structure
and oversight activities of the board of directors. This
was evaluated in the Spanish version of the 2017
Sustainability Yearbook®, yet we see no improvement
on these important aspects even though they are
among the first considerations of international
investors in making investment decisions.

Operational Eco-Efficiency Environmental Policy &
Management Systems

Peru == DJS| MILA
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Environmental performance is becoming a material
issue across all industries, yet Latin American com-
panies generally show the weakest performance in this
dimension. An adequate environmental management
system that includes the organizational structure, plan-
ning and resources for implementation and monitoring
is essential to improve environmental performance in a
cost-effective way. Additionally, it also reduces the risk
of incurring fines or penalties for non-compliance with

From a climate change perspective, the low scores on
the Climate Strateqy criterion are particularly worrying.
This shows that Latin America is not preparing itself
for climate change impacts and risks, nor for possible
opportunities that a changing climate may bring to
certain industries.

environmental legislation. Yet, the Environmental Policy

& Management Systems criterion produced the lowest
scoring across all countries.

Figure 9: Social criteria
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Social performance is an aspect directly linked to a
company’s reputation and brand value. Latin American
companies across all countries showed the strongest
performance in the Talent Attraction & Retention
criterion, highlighting the importance of this issue
across all industries and geographies.

10 » RobecoSAM  Corporate Sustainability Assessment
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The weakest category is Human Rights, which continues
to be seen as an emerging issue that only a few leading
companies are actively managing, mainly in Colombia
and Brazil. Companies in Chile, Mexico and Peru show
substantial shortcomings on this issue, which could
lead to significant operational, regulatory and re-
putational risks, depending on the industry and
geographical context.



Conclusion

This report provides an overview of how publicly
listed companies in five Latin American countries are
performing on environmental, social and governance
issues, based on their participation in RobecoSAM's
annual Corporate Sustainability Assessment.

Overall results show that Latin American companies
are lagging behind on sustainability performance when
compared with other world regions. This is also evident
in the low percentage of Latin American companies
achieving the necessary results to be included in the
Dow Jones Sustainability Indices, especially the DJSI
World Index.

Colombian companies are the clear leaders in terms
of overall sustainability performance in the region,
followed by companies in Brazil. Chile, Mexico and
Peru show a much lower average overall performance,
between 30 and 40 points behind Colombia. This
trend is repeated at the dimension and criteria levels.
It is important to note that the invited universe of
companies in Colombia is substantially smaller than
that of markets such as Chile and Mexico, where the
larger universe of companies can have an influence on
average results.

This report clearly shows that there is a large gap
between companies that actively participate in the
CSA and those that choose not to participate and

are assessed solely on the basis of publicly available
information. The actively participating companies
tend to be more mature in terms of integrating
sustainability criteria into their decision-making and
management structures. The statistics in this report
show that the average and median results by country

drop significantly when comparing actively participating

companies with the total assessed universe. This de-
crease is especially noticeable in the larger universes,
such as Chile, where the average of actively partici-
pating companies is basically on par with the world
average. However, there are a significant number of
companies that have little or no transparency on their
environmental, social and governance performance
and this results in a 60% decrease in the average score
of the complete universe.

Companies are expected to be increasingly transparent
on how they manage their businesses, especially with
regard to their negative social and environmental
impacts, and need to go beyond solely reporting
financial information. Many different stakeholders rely
on publicly available information as part of meaningful
engagement with companies. In the specific case

of investors, this information is essential to making
responsible investment decisions. The companies

that are lagging behind and are failing to manage

and report on their sustainability performance need

to improve their stakeholder engagement in order

to compete with other regions when it comes to
sustainable investments.

The major challenge that Latin America faces is to
scale up the integration of sustainability criteria with-
in companies, especially those that are less mature
and less transparent with regard to non-financial
topics. In the case of countries with a large universe
of companies, such as Chile and Mexico, the focus
needs to be on improving the average performance
of companies lagging behind and ensuring adequate
transparency on key sustainability issues. And in
countries with smaller markets, such as Peru and
Colombia, the aim is to provide exposure to investors,
although the companies have a smaller market
capitalization. There are clear leaders in the region,
but the gap between these companies and the
majority of companies is significant. Closing this

gap will require a concerted multi-stakeholder effort
between the companies themselves, local stock
exchanges and investors.
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Appendix: Dow Jones Sustainability
MILA Pacific Alliance Index

In 2017, S&P Dow Jones Indices (S&P DJI), International  region —including Chile, Colombia, Mexico and Peru

Finance Corporation (IFC), RobecoSAM and the Exchan- - providing investors with an objective benchmark for
ges of the Mercado Integrado Latinoamericano (MILA) managing a sustainability investment portfolio for the
launched the Dow Jones Sustainability MILA Pacific region. The index includes 42 companies, selected

Alliance Index (DJSI MILA Pacific Alliance).” The index according to the results of the annual RobecoSAM
tracks the performance of companies with the highest Corporate Sustainability Assessment.
RobecoSAM sustainability scores in the Pacific Alliance

Average scores for the DJSI MILA Pacific Alliance
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Source: RobecoSAM

Number of companies in the DJSI MILA Pacific Alliance Index

Chile Colombia Mexico Peru
2017 17 n 12 2
2018 18 10 13 1

Source: RobecoSAM

7 http: //www.robecosam.
com/images/DJSI2018_
ComponentList_ MILA.pdf
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Dow Jones Sustainability MILA Pacific Alliance Index
Effective as of 24 September 2018

Company Country Comment

Almacenes Exito Colombia

Vina Concha y Toro SA Chile

Source: RobecoSAM
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Founded in 1995, RobecoSAM is an investment specialist focused exclusively on Sustainability Investing. It offers
asset management, indices, impact analysis and investing, sustainability assessments, and benchmarking services.
The company’s asset management capabilities cater to institutional asset owners and financial intermediaries

and cover a range of ESG-integrated investments, featuring a strong track record in resource efficiency-themed
strategies. Together with S&P Dow Jones Indices, RobecoSAM publishes the globally recognized Dow Jones
Sustainability Indices (DJSI) as well as the S&P ESG Factor Weighted Index series, the first index family to treat

ESG as a standalone performance factor using the RobecoSAM Smart ESG methodology. Based on its Corporate
Sustainability Assessment (CSA), an annual ESG analysis of approximately 4,500 listed companies, RobecoSAM
has compiled one of the world’s most comprehensive databases of financially material sustainability information.
The CSA data is also included in USD 119 hillion of assets under management at Robeco.

RobecoSAM is a sister company of Robeco, the Dutch investment management firm founded in 1929. Both entities
are subsidiaries of ORIX Corporation Europe N.V,, the center of asset management expertise for ORIX Corporation.
As a reflection of its own commitment to advancing sustainable investment practices, RobecoSAM is a signatory of
the PRI, UN Global Compact and Climate Action 100+, a supporter of the Task Force on Climate-related Financial
Disclosure (TCFD), as well as a member of Eurosif, Swiss Sustainable Finance, Carbon Disclosure Project (CDP), and
Portfolio Decarbonization Coalition (PDC). As of June 30, 2018, RobecoSAM had client assets under management,
advice and/or license of approximately USD 21.5 billion.
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Centro Vincular, part of the School of Business and Economy in the Faculty of Economic and Administrative Sciences
of the Pontifical Catholic University of Valparaiso (PUCV), is the first Chilean university centre specialising in the de-
velopment of methodologies and the integration of sustainability in the management of public and private organi-
zations. Centro Vincular’s focus areas include expert consultancy, applied research, executive training programs
and the development of public policies to promote sustainability.

Centro Vincular is a reference point in the region based on its vast experience in the integration of sustainability
models and strategies in the management of multinational companies, economic groups, SME’s, industry
associations, as well as government institutions.

Centro Vincular has actively participated in important international standardization processes related to
sustainability, such as the 1ISO 26000 Social Responsibility Standard and various working groups in the Global
Reporting Initiative (GRI) and the United Nations Global Compact.

Centro Vincular has an established, multidisciplinary team, as well as a network of associated consultants and re-
searchers, along with institutional partners in 13 countries in Latin America. Centro Vincular is also part of the
Council of Social Responsibility for Sustainable Development in the Ministry of Economy, and participates in working
groups of the Inter-ministerial Commission for the Integration of Agenda 2030, led by the Chilean Ministry of
Foreign Affairs.

contacto@vincular.cl
www.vincular.cl
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DISCLAIMER

Important Legal Information:

No Offer: The information and opinions contained in this publication constitute neither a solicitation, nor a recommenda-
tion, nor an offer, nor an invitation to make an offer to buy or sell any securities or any options, futures or other derivatives
related to such securities and are for information purposes only. The information described in this publication is not direct-
ed to persons in any jurisdiction where the provision of such information would run counter to local laws and regulation.

No Warranty: This publication is derived from sources believed to be accurate and reliable, but neither its accuracy nor
completeness is guaranteed. The material and information in this publication are provided “as is” and without warran-
ties of any kind, either expressed or implied. RobecoSAM and its related and affiliated companies disclaim all warranties,
expressed or implied, including, but not limited to, implied warranties of merchantability and fitness for a particular
purpose. Any opinions and views in this publication reflect the current judgment of the authors and may change without
notice. It is each reader’s responsibility to evaluate the accuracy, completeness and usefulness of any opinions, advice,
services or other information provided in this publication.

Limitation of Liability: All information contained in this publication is distributed with the understanding that the authors,
publishers and distributors are not rendering legal, accounting or other professional advice or opinions on specific facts

or matters and accordingly assume no liability whatsoever in connection with its use. In no event shall RobecoSAM and its

related, affiliated and subsidiary companies be liable for any direct, indirect, special, incidental or consequential damages
arising out of the use of any opinion or information expressly or implicitly contained in this publication.

Copyright: Unless otherwise noted, text, images and layout of this publication are the exclusive property of RobecoSAM
and/or its related, affiliated and subsidiary companies and may not be copied or distributed, in whole or in part, without
the express written consent of RobecoSAM or its related and affiliated companies.

Copyright © 2018 RobecoSAM — all rights reserved.

RobecoSAM
Josefstrasse 218
8005 Zurich, Switzerland

T +4144 6531010, F +4144 653 10 80

www.robecosam.com
info@robecosam.com




