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Glossary
Dividend - A dividend is a payment made by a corporation to its shareholders, usually as a part of
the annual profits. The height of the dividend is decided upon by the company’s board of directors.

It requires the shareholders’ approval. A company is not obliged to pay dividend.

ESG - Environmental, social and governance (ESG) are the three central factors when measuring the
sustainability and ethical impact of an investment or a company.

ETF - An Exchange Traded Fund is a type of fund. It owns assets (bonds, stocks, gold bars, etc.)
and divides ownership of itself into shares that are held by shareholders. The shareholders indirectly
own the assets of the fund, and there will typically be an annual report. Furthermore, shareholders

are entitled to a share of the profits (interest, dividends).

Index - A list of a fixed series of companies (the index can be designed by another financial service
provider).

Index fund (or tracker) - An investment fund that invests in, or tracks the value of, the shares in the
companies that are listed in the index.

Investment fund - See box in chapter 3.
Investment services - Are the services a bank offers to individual customers who want to invest.
This report distinguishes three roles banks can play when providing these services: broker, advisor

and manager.

Mutual fund - A mutual fund pools money from many investors in order to invest it in stocks, bonds,
and short-term debt.

NGO - Non-governmental organisation.

PRIIPs - Complex investment products or “packaged retail and insurance based investment
products”.

Share (or stock) - Companies issue shares in order to raise (share) capital. Owners of shares are
called shareholders, or stockholders. Shareholders receive income from their shares.

UCITS - Undertakings of Collective Investment in Tradeable Securities.
Market valuation - Adding up the market value of all the shares on a given day.

RSPO - Round table on Sustainable Palm Qil.



Summary

The environmental and social problems in industrial palm oil production are persistent as extensively
documented over the last two decades by non-governmental organisations like Milieudefensie
(Friends of the Earth Netherlands). In recent years, a growing body of research has also focussed on
the way these palm oil companies are financed.

This report uncovers a financial stream that has so far received little attention, namely how industrial
palm oil production is financially underpinned by investment funds. For this report, the Centre for
Research on Multinational Corporations (SOMO) examined the specific links between three Dutch
banks (ABN AMRO, ING and Rabobank) and a selection of 81 palm oil companies and conglomer-
ates, through the investment funds that these banks offer to individual customers.

This is a link that the banks themselves are not monitoring or often not aware of, as this research
discovered. Banks do not screen nor provide information about all the companies in the investment
funds they offer. The research for this report also examined the existing sustainability policies

and palm oil policies of the banks and found that these are hardly ever applied when it comes

to investment services. Investment fund services are subject to much more limited sustainability
policies. Investment funds cluster the shares of dozens, hundreds and sometimes even thousands of
companies, and some investment funds include shares of palm oil companies and conglomerates.

The majority of the investment funds offered by the three Dutch banks are created by external fund
managers such as BlackRock, Robeco and Vanguard. These investment funds managers select the
company shares for each fund and are shareholders of these companies. They can influence the
company with their voting rights as well as influence the value of the shares and the financial status
of the company.

Individual customers who invest via the bank in investment funds are collectively putting money in
the shares that are part of the investment fund. The bank is the intermediary for the customer and
plays different roles: role as broker (selecting and offering investment funds, and buying into those
investment funds as a customer specifies); role as advisor (playing a more active role in recommending
certain investment funds); or role as investment manager to individual customers (making all
necessary decisions for the customer). ABN AMRO is the only bank in this report that also creates
funds itself.

This report reveals that ABN AMRO, ING and Rabobank offer investment funds that include shares in
the selected palm oil companies. It also finds that the banks are not informing their customers about
all the companies in the funds. Therefore individual customers can hardly ever be aware whether
palm oil companies are part of a fund they're investing in.
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The banks, however, have a responsibility towards their customers to inform them about the content
and sustainability impact of the investment funds they offer. This research finds that banks inform
their customers about the financial performance of their investments, but this contrasts with the zero
reporting on the sustainability performance of (the companies in) these investment funds.

As intermediaries, the banks do not oblige the fund managers to only include shares of sustainably
operating palm oil companies. The banks rely for the sustainability assessments of investment funds
on commercial research companies.

Findings by bank

ABN AMRO

ABN AMRO offers 56 investment funds that include shares in industrial palm oil companies. This
represents 10 per cent of the total investment funds the bank publicly offers. At least 23 of the
selected palm oil companies are included in ABN AMRO's investment services, including companies
with a track record of misconduct. The bank’s customers are mostly not informed about whether
the funds include palm oil company shares. The bank does not publish a full overview of which
companies are included in each investment fund it offers, recommends and especially manages for
its customers.

ABN AMRO's sustainability policies for lending are not applied to its investment services. Even
though ABN AMRO offers a sustainability rating on its website, investment funds that have received
a positive rating do include palm oil companies. Since 2018, the bank started to recommend
investment funds that it claims to be sustainable. However, these claims are based on voluntary
criteria and the sustainability impact assessment reports have not yet been published.

The bank also creates investment funds itself, meaning it is fully responsible for the composition
of these funds. This report identified that 22 of the funds created by the bank include shares in palm
oil companies.

ING

ING offers 85 investment funds that include shares of selected industrial palm oil companies.

At least 21 of the 81 selected palm oil companies could be found in ING's investment services,
including companies with a track record of misconduct. ING also offers investment services abroad.
For example, one investment service of ING Australia includes 16 investment funds with shares

of selected industrial palm oil companies.

None of ING's investment services are publicly transparent to potential investors about which
investment funds are offered. Dutch customers of investment management services are not
aware they are investing in shares of palm oil companies. ING itself relies on the fund managers
(i.e. BlackRock, Vanguard) for information about individual companies involved in the funds.

No evidence was found within the scope of this report of sustainability criteria in contracts with
those external fund managers.
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The bank's sustainability policies or environmental, social and governance (ESG) criteria applied
to its investment management services are very limited in scope. The bank only has low-quality
instruments and voluntary sustainability criteria when it comes to investment services.

Rabobank

Rabobank offers 61 investment funds with shares in palm oil companies, representing 12 percent
of the investment funds the bank publicly offers. At least 22 of the 81 selected palm oil companies
were identified in the funds offered by Rabobank, including companies with a track record of
misconduct. Some of these companies were even included in the five investment funds that have
a “sustainability” claim (e.g. “duurzaam”, “sustainable”, “ESG"). The bank does not publish
information on all the companies in the investment funds on offer.

The bank has a detailed sector sustainability policy when it comes to lending to industrial palm oil
companies, which is not applied to its investment services, in contrast to the bank’s pledge to make
the palm oil sector sustainable.

The bank has an active attitude towards external fund managers (like Robeco), in an attempt to
select investment funds that screen companies on sustainability, but it does not make contractual
requirements to that extent.

Fund managers

Within the scope of this report, two Dutch-based fund managers were screened. Robeco created
twenty-three (23) investment funds with shares of palm oil companies. NN created five (5) funds with
shares from the selected palm oil companies. All of the three banks in this report offer Robeco funds
to their customers, and two banks offer NN investment funds.

The two fund managers have their own sustainability criteria and instruments to select companies
and to measure the sustainability impact of their funds to a certain extent. For example, they engage
with companies with proven misconduct, including palm oil companies, with disengagement as a
last resort. As a result, twenty-two (22) palm oil companies selected for this report are in Robeco'’s
investment products. Robeco reports to the banks how it engages with companies.

Regulation

There is currently a legal void regarding the responsibility of investment fund managers, banks and
other intermediaries for preventing and avoiding the harmful social and environmental impacts of
investment funds. There are no legal obligations for the funds to report on ESG/sustainability criteria
and make ESG assessments.

Overall, the financial sector is operating in a context where there are no laws ensuring that financial
flows achieve sustainable outcomes. Since the many voluntary measures by the financial sector

have so far not achieved sufficient sustainability progress or dealt with urgent problems (e.g. tackle
climate change), the EU is starting to close the legal gap, based on an Action Plan launched in March
2018. This plan builds on legal requirement to take into account ESG risks and ESG factors, which
were already included in the EU law on occupational pension funds (IORP II).
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The EU Action Plan includes several legislative proposals. One of the legislative proposals is currently
(September 2018) in the decision-making process of the European Parliament and EU Ministers.

The ‘Regulation on disclosures relating to sustainable investments and sustainability risks’ (issued

on 24 May 2018) intends to make it legally binding for investment fund managers and investment
service providers to describe how they integrate sustainability risks into their decision-making. This
proposal imposes more stringent rules for investment funds that claim to be sustainable. It ultimately
aims to impose actual sustainability assessments that need to be undertaken by investment funds.

Conclusions

The most important conclusion is that banks as intermediaries are responsible for knowing what they
are offering to individual customers when they offer, advice or manage certain investment funds.
The three banks in this report hardly offer any information to their customers about the sustainability
risk of the funds on offer, specifically the social and environmental impact of investments in the palm
oil sector via these funds. This means that customers, and banks, are (unknowingly) earning from

the profits of the palm oil industry and its abusive practices.

This report calls on the banks to halt any financial relationships with the industrial palm oil sector,
including through investment funds they offer. In addition, the report offers various recommendations
that call for greater transparency and accountability about the sustainability impact of (the
companies in) investment funds by the banks.

In order to address a legal void regarding investment funds, the report recommends that the

Dutch Ministry of Finance and European parliamentarians should support and vote in favour of the
legislative proposal for a ‘Regulation on disclosures relating to sustainable investments and sustainability
risks’. They should ensure that this law compels all investment funds to be legally obliged to report

— as well as having effective, assessments of — ESG risks and ESG impacts, based on a standardised
and effective sustainability/ESG criteria that avoid ESG risks and take social and environmental
impacts into account.

The overall recommendation is that the financial sector should be regulated in order for all
investment streams to have a positive social and environmental impact. Voluntary measures have
shown to be ineffective to achieve that outcome, as the palm oil industry illustrates.



1 Introduction

The problems with industrial palm oil production are widespread and well documented.” These
problems range from deforestation, climate change and environmental degradation to the exploita-
tion of workers and the violation of human rights in countries that produce palm oil like Indonesia
and Colombia. There is a voracious worldwide demand for palm oil, which is the most widely
consumed vegetable oil on the planet.? International conglomerates have created vast palm oil
plantations in tropical regions, often at the expense of pristine rainforests and the livelihoods

of workers and local communities.

Non-governmental organisations (NGOs) like Milieudefensie (Friends of the Earth Netherlands)
have been campaigning against malpractices in the palm oil industry for the last two decades. Some
public and private actors have launched sustainability initiatives (e.g. the Roundtable on Sustainable
Palm Oil - RSPO3). Over the last few years, Dutch banks have slowly adopted voluntary guidelines
and policies with regards to their direct financial relationships with industrial palm oil companies.

Unfortunately, these different voluntary initiatives have not led to a significant decrease in the envi-
ronmental and human rights violations in the sector. The industrial palm oil companies remain fraught
with structural problems throughout the production chain. The sector continues to expand in order
to meet the demands for this cheap and multifunctional product. And because of the high profit-
ability of the palm oil industry, it is a favourable investment target — and through these investments,
in turn the industry can finance further growth.

A growing body of publications has focussed on the way the palm oil industry is financed.*
Conglomerates and companies involved in industrial palm oil production are primarily financed
directly through loans (provided by banks) and bonds (issued through banks, and bought and sold
by investors) and shares (issued through banks, mostly bought and sold on the stock market by
investors, or used by conglomerates to maintain ownership of subsidiaries).®

1 See for instance, reports published by Forest and Finance on their website http://forestsandfinance.org (last viewed
28 September 2018): “See the impacts”; and Milieudefensie, Draw The Line: Een zwartboek over duistere investeringen
van Nederlandse banken in palmolie, July 2018, https://milieudefensie.nl/actueel/draw-the-line.pdf ; in English: Friends of
the Earth Netherlands, Draw The Line: A black book about the shady investments of Dutch banks into palm oil, July 2018.
https://milieudefensie.nl/actueel/draw-the-line-english.pdf (last viewed 28 September 2018).

2 See for instance: WWF, Which Everyday Products Contain Palm Qil?, https://www.worldwildlife.org/pages/which-everyday-
products-contain-palm-oil (viewed 15 July 2018).

3 For more information about the RSPO, see: https://rspo.org/.

4 See for instance, Milieudefensie, “Draw The Line”, ibidem; BankTrack, “Banks and palm oil”, 8 February 2018,
https://www.banktrack.org/campaign/banks_and_palm_oil (last viewed 28 September 2018); http://forestsandfinance.org.

5  See for more explanation: M. Vander Stichele, The underbelly of the financial world — How it is not taking responsibility for
abusive practices in palm oil production, SOMO, November 2017, https://www.somo.nl/wp-content/uploads/2017/11/The-
underbelly-of-the-financial-world.pdf (last viewed 28 September 2018).
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This report is about a financial stream that has so far received very little attention — namely how palm
oil companies are financially underpinned by investment funds (see Box 1). Because of their profit-
ability, shares® of palm oil companies are included in various investment funds. This has important
impacts for these companies. Investment funds finance a company directly if the shares are bought
at the time of issuing, and indirectly if the shares are bought from the stock market. The shares in
the investment funds help to maintain the market value of the company shares, so that the palm oil
companies continue to be considered as profitable ‘assets’ and are able to attract more capital for
their operations: it helps them to sell new shares at a high price and attract favourable borrowing
conditions. In addition, since the investment funds are shareholders of the palm oil companies, they
can vote at annual general meetings and use their leverage to influence the company. This leads to
a kind of vicious circle — the more profitable the company shares, the more profitable the investment
fund; the more attractive the fund for investors, the more company shares the investment fund has
to buy. In the meantime, no questions are being asked about the harmful practices behind the profits
being made.

For this report, the Centre for Research on Multinational Corporations (SOMO) examined the specific
links between Dutch banks and the industrial palm oil sector through investment funds offered to
customers. SOMO researched the three biggest Dutch banks ABN AMRO, ING and Rabobank, the
investment funds they offer through their investment services to individual customers, and which
companies in the palm oil sector are included in the funds.

The banks’ investment services act as intermediaries between investment funds and individual
investors. They do so in three different roles: offering a range of investment funds and executing
customers’ orders to buy them (bank acts as broker); recommending which investment funds to
invest in (bank acts as advisor); and selecting and taking care of investments that include investment
funds (bank acts as investment manager for customers (see also Box 1). These different roles result
in different responsibilities of the banks. For instance, as an investment manager the bank decides
for the customer in which funds to invest. Also, in the case of ABN AMRO, a bank can create
investment funds, meaning that the bank itself is responsible for selecting the companies whose
shares go into a particular fund.

Given that Dutch banks claim to want to improve the practices in the palm oil industry through the
voluntary policies they have developed, this report highlights whether the Dutch banks’ sustainability
policies are reaching their investment services. It also looks at whether the banks are informing
customers about which palm oil companies they invest in when deciding on investment funds and
whether the customers are informed about the links of the palm oil companies with practices that
destroy the environment, violate human rights and accelerate climate change.

In order to understand the behaviour and the context in which the banks offer their investment

services, the report also assesses the role of regulation: Are there laws and rules that require the
banks to disclose to their customers the composition of investment funds? Can investment funds
hold shares in non-sustainable companies and are banks allowed to offer them to customers who

6 Investment funds can also contain bonds but have not been the subject of this research.

10
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have little expertise in investments? Who is responsible for the social and environmental impact
of the investment funds that banks offer to individual customers?

This report highlights the impact of the ever-expanding investment fund industry and the globalisation
of capital in which investment funds play a critical role. It gives an insight into the reality and impact
on the ground of so-called market-based finance (e.g. financing of companies through shares in
companies that are distributed around the world through investment funds, and eventually to
individual customers of Dutch banks). It sheds light on the fact that investment funds are operating
in a context where there are no legal obligations to take responsibility for how these companies make
their profits. Meanwhile intermediaries such as Dutch banks have taken little to no responsibility for
doing so. At the same time, there is growing investor pressure for more sustainable investments
that have positive social and environmental impacts. This provides a business case for banks to offer
more investment funds with positive social and environmental impacts. Financial law-makers see the
growing need to ensure that investment funds take into account so-called environmental, social and
governance (ESG) aspects - for instance, by contributing to tackling climate change.

Based on the research results, this report makes recommendations to banks and policy makers to
ensure the investment industry becomes more coherent in using sustainability criteria and to ensure
that the impact of the investment funds promotes sustainable development in a way that climate
change is tackled, biodiversity maintained, human rights respected and the whole of the palm oil
industry transformed.

1.1 Structure of this report

Chapter 2 explains in detail the methodology used for the research for this report and its limitations
for the report results. In Chapter 3, we provide some background explanation about the way
the share market and investment funds work, and offer an explanation for frequently-used terms.

Chapter 4 zooms in on ABN AMRO, ING and Rabobank and shows, bank by bank, the research
results about how their investment services include investment funds with palm oil companies and

what their sustainability policies involve.

Chapter 5 provides a short insight into the sustainability policy of two Dutch fund managers Robeco
and NN - which create some of the investment funds offered by the Dutch banks to their customers.

Chapter 6 gives the legal and regulatory context. The report ends with conclusions and recommen-
dations to banks, the Dutch Ministry of Finance and parliamentarians, and individual investors.

11



2 Research methodology

SOMO was commissioned by Milieudefensie (Friends of the Earth Netherlands) to investigate

the role three Dutch banks, ABN AMRO, ING and Rabobank, play in the link between palm oil
companies and investment funds. It builds on research about these three banks published by Milieu-
defensie in “Draw The Line: A black book about the shady investments of Dutch banks into palm
oil”?, and on research undertaken for the Forest and Finance database by a coalition of campaign
and research organisations.?

2.1 Review process

In line with SOMO's review process, the first findings of step 1 to 5 (described below) were presented
to the three banks for review between 18 and 21 June 2018, and on 27 June 2018 regarding
research results for links to Asian ‘palm oil banks'. The banks’ spokespeople for sustainability had
two to three weeks to respond. SOMO incorporated the comments of the spokespeople to make
the research results factually correct and complete; where necessary, follow-up questions from
SOMO and answers from the spokespeople were gathered and integrated in the report. On 25
June, the fund managers of NN and Robeco were also contacted to review the first research results
of step 1 to 5. Their responses were integrated after 9t July 2018. For privacy reasons, the names of
individual employees quoted in this report were omitted (but are known to the researcher).

2.2 Limitations of this report

The publicly available information from the banks was very limited vis-a-vis the purpose of the
research for this report. While the hundreds of investment funds that include shares in selected
palm oil companies could be found in the Thomson Reuters Eikon database, it was not possible

to find out within the scope of this report which investment funds were part of each of the diverse
investment services of the bank. This was especially the case when looking at the services where the
banks manage the investment funds for their customers. Nor did the banks publish any information
themselves about the full shareholdings of all the investment funds they offer.

For each bank, a different source of analysis was found on their websites or via internet searches,
often related to what each bank offers to experienced customers. During the review process, it
became clear that even the banks did not know all the company shares in each of the investment
funds they offer (and some asked their fund managers). Nor did each bank seem to have an
accessible overview of how many shares of these funds were sold to all their customers taken
together. Based on the limited resources available, the research results did find how many
investment funds the banks offer with shares in palm oil companies. The research findings could

7 Milieudefensie, idem.

8 See: http://forestsandfinance.org ; see also: M. Vander Stichele, idem.
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not expose how many Dutch customers in each bank invested how much money in which funds.
The scope of this research did not allow to calculate for each investment fund how much the shares
in the palm oil companies were worth compared to the total value of the fund.

2.3 Step 1: Identifying the palm oil companies

First, SOMO selected a list of the palm oil companies in the industrial palm oil production sector
(palm oil companies, conglomerates and their subsidiaries), based on the segment ‘palm oil" in the
Forest and Finance database (consulted at http://forestsandfinance.org/). The use of the Forest and
Finance database was agreed with Milieudefensie. The methodology’ of the Forest and Finance
database selects the major companies engaged in the upstream exploitation of palm oil in South
East Asia. These palm oil companies were selected based on their planted area.

For this report, SOMO identified palm oil companies in the Forest and Finance database, that
were financed through shares over the five-year period 2013-2017 (5 years). This resulted in a list
of 81 companies and conglomerates involved in palm oil production, as summarised below. These
81 companies, conglomerates and subsidiaries will be referred to in the rest of this report as the
“palm oil companies selected for this report” or “selected palm oil companies”. For the purposes
of this report, “palm oil companies” will be understood to be large industrial palm oil companies
involved in the production of palm oil, conglomerates with subsidiaries or large shareholdings in
companies involved in palm oil production, and subsidiaries involved in palm oil production.

List of palm oil companies from the Forest and Finance database

Anglo-Eastern DSN Group

Astra Agro Lestari Dutaland

Astra International Eagle High Plantations
Austindo Equatorial Palm Oil
Bakrie Sumatera Felda Global Ventures
Bakrie & Brothers Financiére de I'Odet
Barito Pacific First Pacific

Batu Kawan First Resources

BLD Plantation Fuji Oil Holdings
Bollore SA Genting Bhd
Boustead Holdings Genting Plantations
Boustead Plantations Golden Agri-Resources
Bumitama Agri Golden Land

Chin Teck Gozco Plantations

9 Profundo, Rainforest Network, TUK INDONESIA, “Forestsandfinance.org Methodology”, 7 June 2017, p. 1-2 and 8-14,
http://forestsandfinance.org/wp-content/uploads/2017/06/Forestsandfinance.org-methodology-June-2017.pdf (last viewed
15 June 2018): explains the method used to select and list the palm oil companies; bond and shareholdings were last
updated in June 2017.
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Hap Seng Consolidated
Hoang Anh Gia Lai
Hoang Anh Gia Lai Agricultural
IJM Corporation

IJM Plantations

Indo Agri Resources
Indofood Sukses Makmur
Innoprise Plantations

101 Corporation

Itochu Corp

Jardine Matheson Holdings
Jaya Tiasa Holdings
Kencana Agri

Kim Loong Resources
Kretam Holdings

Kuala Lumpur Kepong
Kwantas Corporation
Lam Soon Thailand

MP Evans Group

Noble Group

Olam International
Oriental Holdings
POSCO

POSCO Daewoo

PP London Sumatra
Puncak Niaga Holdings

QL Resources

R.E.A. Holdings
Rimbunan Sawit

Salim lvomas Pratama
Sampoerna Agro
Sarawak Oil Palms
Sarawak Plantation
Sime Darby

Sime Darby Plantation
Sinar Mas Agro Resources
Sipef

Socfinaf

Socfinasia

Ta Ann Holdings
Tadmax Resources

TDM

TH Plantations

Tiga Pila Sejahtera Food
TSH Resources

Tunas Baru Lampung
United International Enterprise
United Malacca

United Plantations
Univanich Palm Oil

Wah Seong

Wilmar International
WTK Holdings

Although not all the 81 selected palm oil companies have similar social and environmentally abusive
practices, the industrial palm oil industry as a whole remains rife with controversy and human rights
violations in the production chain. These structural problems with industrial palm oil production were
reaffirmed and explained in July 2018 by Milieudefensie’s recent “Draw The Line” publication.™

This report highlights four (4) specific palm oil companies — out of the 81 ones listed —, which are
included in the investment funds on offer by the banks. These four companies were highlighted

to illustrate the links between the banks’ investment services and companies that have a record of
malpractices. These four palm oil companies (including conglomerates and their subsidiaries) are
referred to in the rest of this report as the palm oil companies “highlighted” in this report. They are:

10 Milieudefensie, idem.
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O Wilmar International"

O The Salim Group'
The Salim Group has several subsidiaries that have been involved in practices that are abusive
of human rights and harmful to the environment.” It has different large subsidiaries that have
issued shares, a minority of which are being traded on the stock exchange. The subsidiaries of
the Salim Group whose shares are being incorporated in investment funds are:
m  First Pacific

Indofood Sukses Makmur

Indofood Agri Resources™

Salim lvomas Pratama

PT PP London Sumatra Indonesia

O First Resources'

O Golden Agri-Resources’®

2.4 Step 2: Identifying investment funds

SOMO has identified which investment funds, including mutual funds and exchange traded funds
(ETFs), hold shares in the selected 81 palm oil companies. Through database research — primarily
using the Thomson Reuters Eikon database — SOMO found hundreds of investment funds that each
include shares in one or more of the 81 selected palm oil companies.

These data were cross-referenced with a sample of those funds' annual reports, to verify the data
found in Thomson Reuters Eikon. The database research was done between 5 and 19 April 2018. The
composition of the investment funds in this report is based on data retrieved from Thomson Reuters
Eikon during that period. The values of the shares of the selected companies in the investment funds
and attached in the Annex of this report, are also those retrieved between

5 and 19 April 2018.

Investment funds with bond holdings of palm oil companies were not within the scope of this research.

11 See, for example: Milieudefensie, idem, p. 81-88; Amnesty International, The great palm oil scandal labour abuses behind
big brand names, 30 November 2016, https://www.amnesty.org/download/Documents/ASA2152432016ENGLISH.PDF;
Amnesty International, “Indonesia: Amnesty International response to Wilmar Action Plan”, 28 September 2017,
https://www.amnesty.org/en/documents/asa21/7191/2017/en/ (last viewed 18 July 2018).

12 For more information about the structure of the Salim Group, see: M. Vander Stichele, idem, p.4.

13 See for a short overview of existing reports, M. Vander Stichele, idem, footnotes 10 and 11, and footnote 9; see also for new
reports by NGOs: http://forestandfinance.org .

14 See: Milieudefensie, idem, p. 56-60.

15 https://milieudefensie.nl/actueel/first-resources.pdf/view .

16  See: Milieudefensie, idem, p. 48-52; A. Williams, “Golden Agri-Resources enters Dow Jones Sustainability Indices”,

The Straits Times, 18 September 2017, https://www.straitstimes.com/business/companies-markets/golden-agri-resources-

becomes-first-palm-oil-company-to-enter-dow-jones (viewed 18 July 2018).
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2.5 Step 3: Linking the Dutch banks

To identify which funds were part of investment services by the Dutch banks ABN AMRO, ING and
Rabobank, SOMO undertook desk and database research, and researched the bank’s websites.

For each of the three banks, a list was found online of investment funds that the banks offer to their
individual customers. These lists of investment funds were not from similar kinds of sources for each
bank and the sources’ nature is explained in each sub-section of this report where the findings are
described by bank. It could not be verified whether each of these bank lists was exhaustive.

The lists of investment funds offered by each of the Dutch banks was then cross-checked manually
by SOMO for those investment funds with shares in palm companies as identified in step 2. This
resulted in a list of investment funds with shares in palm oil companies offered by each bank.

This research only focused on investment services to individual investors (“customers”). Note that
the term “client” usually refers to companies banks are lending to.

Initially, ASN and SNS Bank (both now part of De Volksbank) were also included in the scope of

the research. However, the research found no shares of industrial palm oil companies in the bank'’s
investment funds. A few SNS investment funds are still mentioned in some databases and as part of
the investment funds offered by the Dutch banks in this report, but these SNS funds have been taken
over by Actiam, a fund and asset manager."” ®

2.6 Step 4: Researching the banks sustainability policies

The research identified various investment services provided by the three Dutch banks to their
customers. It attempted to distinguish between investment services whereby the identified
investment funds with palm oil companies are offered to experienced customers and those offered
to individual customers through advice and investment management services. This distinction relates
to different responsibilities of the bank.

SOMO examined whether and which sustainability policy the banks have on selecting, advising
and managing investment funds for their customers. This sustainability policy was compared with
the overall sustainability policy of the bank, and its specific policy on palm oil production. SOMO
searched whether the banks have instruments to assess the social and environmental impact of the
investment funds on offer.

The research identified what information the banks made available to individual investors about
investment funds with palm oil companies and their sustainability. The research analysed the banks’
public websites for (potential) customers and sustainability policy papers. To a limited extent,
research found information provided to customers who have their investments managed by bank.

17  For more information about Actiam, see: https://www.actiam.nl/nl/over-ons/ (viewed 18 July 2018).
18 Head Sustainability, ASN Bank, 20 June 2018, telephone call with M. Vander Stichele.
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2.7 Exploring how investment funds are created

The investment funds offered by the three banks are not created by the banks themselves but by
external asset and fund manager companies. Only ABN AMRO also creates a few funds itself, next
to offering funds from other fund managers. With regards to ABN AMRO's role as fund creator, the
research examines the bank’s sustainability policies for this process.

As an illustration of Dutch based fund managers that offer investment funds covered by this report,
the asset managers Robeco and NN were examined. Research first identified which investment funds
with palm oil company shares were created by Robeco and NN. Then it explored their sustainability
policies when selecting companies, with a specific focus on palm oil companies. It was not within

the scope of this research to do an extensive examination of the sustainability policies, their imple-
mentation and impact.

Aegon was also examined for this report and contacted to review the first research results. However,
since none of the AEGON investment funds with palm oil companies were part of those offered by
the three banks, the research results were not included in this report. Besides, Aegon Netherlands
decided to divest from the palm oil sector.”

2.8 The regulatory framework: legal obligations on sustainability?

The research examined the legal context within which the Dutch banks operate their investment
services. It looked at the specific rules and laws with which they have to comply as intermediaries
when they offer, advise and manage investment funds. The research investigated what, if any,
sustainability requirements were imposed by legally binding rules.

In order to provide recommendations at the end of this report, the research focused on the current
(September 2018) EU legislative proposals that will most influence what sustainability policies will be
imposed on investment funds and their intermediaries.

19 Aegon, “Aegon Nederland stapt uit palmolie”, 30 September 2018, https://nieuws.aegon.nl/aegon-nederland-stapt-uit-
palmolie/ (viewed 30 September 2018).
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3 Some background information on
shares, investment funds and investors

Conglomerates and large companies that engage in industrialised palm oil production and processing
are financed in various ways, mainly through loans, corporate bonds and shares.?’ They often have

a complex structure of subsidiaries that are in turn financed in various ways. This chapter gives some
background information about how shares are important for companies that are involved in palm oil

production. It also explains how different kinds of investment funds work in practice.

3.1 The value of shares and their integration in investment funds

By issuing shares, a palm oil company receives capital for the company and the shareholders then
become co-owners in the palm oil company. When the shares are traded on the stock exchange,
the company becomes a ‘listed’ or a ‘public’ company. As the shares are then sold and bought
on the stock exchange, new owners of the shares do not finance the company directly anymore.
However, shareholders technically own part of the company. They have voting rights at the
company'’s annual general meeting. They receive dividends from the company's profits if the
company and its shareholders decide to share profits with the shareholders.

The value of shares can fluctuate and this fluctuation is based on what the market deems the shares
are worth. This in turn influenced by the company’s reported financial or operational performance,
and other external factors. If the company reports solid or expected financial results that are positive,
the market reacts positively and the demand for the shares can increase. When investment funds
include many shares in many different investment funds, the demand for the shares also increases.
More demand for the shares pushes the value of the shares up higher. The demand for shares of a
certain company or a whole industry is also subject to external factors. For example, if a hurricane
destroys land where oil palm plantations are located, shares in that company might drop in value.
This is when actively trading shareholders will try to quickly sell their shares as they think the damage
caused by the storm will prevent the company from reporting solid financial results. In other words,
simply by trading the shares on the stock exchange, the value of the shares can increase or decrease:
The more demand, the more value they get, which makes the shares more attractive to individual
and institutional investors, including investment funds whose buying of shares can increase the value
of those shares.

This so-called ‘market valuation’ (adding up the value of all the shares on a given day) is important
for all companies — including those involved in the palm oil sector— because a higher valuation makes
them attractive when they want to issue new shares. Also, higher share value makes the company
seem less risky to lenders, who then charge lower interest rates for the loans they issue.?’

20 See also: M. Vander Stichele, idem, p. 5-10; Milieudefensie, idem, p. 26-27.
21 Governments, also the European Union, stimulate this so-called market-based financing, i.e. financing companies through
shares and bonds instead of loans. In the EU, this policy since September 2015, is called the “Capital Markets Union”.
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Box 1 What are investment funds?

This report covers investment funds that cluster shares in dozens, hundreds and sometimes
even thousands of companies. Some of these companies are palm oil companies. Investors
who buy a part of such an investment fund are investing money collectively in a lot of
different company shares. Thus the financial risk for individual investors is significantly
reduced when compared to investing in only one particular company. This is an investment
principle often referred to as ‘spreading risk’.

Investment funds are created by specialised financial companies, i.e. by asset and fund
managers such as BlackRock, Robeco or Vanguard, or by banks (e.g. ABN AMRO in the
Netherlands). There are different kinds of funds that are managed and offered in different
ways. Exchange traded funds (ETFs) are offered through the stock exchange. Individual
investors can invest in investment funds through brokers or other intermediaries, like banks.
Individual investors can opt for investment management services by banks that select the
investments best suited to them.

Experienced investors and investment service providers such as banks can choose the type
of fund to invest in, but they have no control over the choice of individual companies whose
shares make up the fund. The fund manager or asset manager selects the companies whose
shares make up the fund and own those shares. The fund manager creates, manages and
sells the investment funds via intermediaries. Only the fund manager has the right to vote

at shareholder meetings of individual companies through the shares the fund manager owns.
The intermediaries and the customers investing in the funds have no right to vote at the
annual meetings of the companies that are included in the funds they invest in.

Fund managers have some legal obligations to disclose information about the general
financial risks of the fund. Through complex financial reporting, they give a list of all the
companies and the number of shares held by the fund. These lists can be hundreds of
pages long, since funds can consist of (tens of) thousands of companies. There is no legal
obligation for fund managers or intermediaries to report about the social and environmental
impact of the companies whose shares are included in the fund.

The investment funds that have more publicly available information are Exchange Traded
Funds — or ETFs — which themselves are issuing shares that are traded on the stock exchange.

The names of the funds often relate to the fund’s composition and to its fund manager. For
example, iShares MSCI Emerging Asia Index ETF includes shares of companies of so-called
emerging economies in Asia, like China, Indonesia and India. MSCI stands for Morgan Stanley
Capital International, the provider of the index that determines the composition of a fund's
shares. ‘iShares’ indicates that it is a BlackRock fund. Intermediaries such as banks that offer
investment funds have a contract with the fund managers, which is not publicly disclosed.

Investment fund managers and index providers charge a fee, which is included in the
price of the investment funds. The banks and other intermediaries that offer the funds
to individual investors also receive a fee for their services.
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In order to increase their market value, palm oil companies are under pressure to maximise annual
profits and shareholder returns. In their annual reports, listed palm oil companies are obliged to
disclose their financial accounts but not how their profit making has impacted workers, communities,
the environment and the climate.

3.2 Investment services to individual customers

Experienced individual investors can buy into investment funds directly via the bank (with the bank
as broker), or follow advice from the bank based on the investment funds selected and offered by
the bank (with the bank as advisor). For inexperienced investors, the bank can buy and manage the
investment funds entirely (with the bank as investment manager).

These investment services provided by the banks are part of a move to a fee-based profit model.
Indeed, many Dutch (and other European) banks are encouraging savers to invest more, given the
low interest rate on the savings account (below 0.5 per cent #). The banks earn a fee for these
investment services, but do not carry the financial risks of the investment itself, as this risk is carried
by the individual investors.

The Dutch law foresees that the banks, as investment service providers, have to take into account
how much money an individual customer is able, and willing, to risk. However, the intermediaries
have no obligation to publish a full list of companies whose shares are included in the investment
funds. It is common that only the 10 companies with the most shares in the fund are mentioned,
the particular sector (e.g. agro-commodity sector can refer to palm oil) and the home countries
of all the companies.

The bank, as an intermediary, does not have to ask whether the individual customer wants to avoid
social and environmental risks. Even when offering ‘sustainable funds’ to choose from, the bank
does not have to adhere to official sustainability criteria or reporting. As a consequence, individual
investors are offered investment services and investment funds, and even investment funds that are
labelled ‘sustainable’. These investors are not aware how their investment could potentially have

a negative impact on social and environmental rights through investment in the industrial palm oil
sector, or without knowing what it means when a fund is labelled ‘sustainable’.

22 See: https://www.spaarrente.nl/ (viewed 18 September 2018): the interest rate on saving accounts has been very low for

many years before this date.
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4 The banks and their investment services

The following subsections of this chapter describe how each of the three Dutch banks — ABN AMRO,
ING and Rabobank — provide investment services that include investment funds with shares in palm
oil companies.

For each bank, the subsection starts with a description of the bank’s investment services in order

to provide an insight into how the investment funds identified in this study are being offered to

customers (i.e. individual investors in this report). It explains the different ways in which the bank offers,

recommends or manages the investment funds. These three ways of investment services are given

different names and strategies by each bank, but are in essence similar regarding investment funds:

O The bank acts as broker: offering a choice of investment funds and executing orders to buy
them for the customer,

O The bank acts as advisor: recommending and advising the customer about what investment
funds to invest in,

O The bank acts as a manager: the bank chooses, buys and manages the investment funds for
the customer.

Each subsection also describes how customers are informed about what they invest in. This clarifies
the different knowledge and responsibilities of the bank and the customer about the composition
of the investment funds, their marketing and buying.

The investing customers of ABN AMRO and ING are not only based in the Netherlands but also in
these banks’ subsidiaries abroad, as illustrated by ING Australia in this report. This shows that Dutch
banks' investment services that include palm oil company shares can have a wider reach, beyond
the Netherlands.

Each subsection illustrates how the bank offers investment funds with shares in four palm oil
companies that have a record of well reported social and environmental problems (see Methodology).
A list is provided of investment funds with shares in those four highlighted palm oil companies.

The report then provides the full list of all the investment funds with palm oil company shares
identified through the research as being part of the bank's investment services (see also
Methodology). Thereafter, a selection of that full list is offered to illustrate how particular investment
funds include shares in the palm oil companies selected for this research.

For each bank, this report analyses which sustainability policies relate to its investment services.

It compares these policies with general sustainability policies or particular palm oil policies by the
bank. Although all Dutch banks offer a few investment funds that claim to have sustainable impacts,
this report focuses on the policies regarding the mainstream investment funds that constitute the
majority of the investment services.

Banks can also create investment funds, and this chapter includes how that was the case for ABN AMRO.
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4.1 Investment services by ABN AMRO

This subsection covers investment services provided by ABN AMRO and ABN AMRO MeesPierson

in the Netherlands, focusing on investment funds that include palm oil company shares. ABN AMRO
MeesPierson is a private banking entity that tailors investment services exclusively for a richer clientele
(individuals with wealth of € 500,000 or more). The same services are provided by the foreign
subsidiaries of ABN AMRO and ABN AMRO MeesPierson (e.g. in Belgium, France, Germany and
Guernsey).? These foreign subsidiaries are not covered in this report due to lack of information
about investment funds covered in their investment services. The described sustainability policy for
investment services applies to “all its subsidiaries, branches, representative offices and legal entities
that are under its control”?* including those outside the Netherlands.

ABN AMRO has itself created investment funds with shares of palm oil companies as this subsection
reveals.

4.1.1 Investment services to individual customers

When individual and private banking customers come to ABN AMRO to invest, the bank provides
investment services in different ways with various options. The different options per customer
depend on the assessment, following questions by the bank, what level of financial risk the individual
customer can, and wants to, take, in order to fulfil a legal obligation to prevent customers from
losing all their money by investing.

Individual ABN AMRO customers have the following options when they want to invest:®

O Self-directed investing (“Zelf Beleggen”)%: After the bank has assessed the customer as being
sufficiently experienced and able to bear financial losses, the customer gets a choice of 552%
investment funds offered by ABN AMRO. The experienced customer decides which investment
funds to invest in and orders the bank to execute the buying into particular funds.

23 ABN AMRO Private Banking, “Office locator”, https://www.abnamroprivatebanking.com/en/contact/office-locator/index.html
(last viewed 14 September 2018).

24 ABN AMRO, “Summary - Investment products & services policy: Sustainable Banking / Summary Sustainability Sector Policy
for Investment Products & Services”, no date, https://www.abnamro.com/en/images/Documents/040_Sustainable_
banking/070_Sustainability_policy/ABN_AMRO_Summary_investment_policy.pdf (last viewed 14 September 2018).

25 ABN AMRO, “Keuze uit 7 actuele thema’s”, no date, https://www.abnamro.nl/nl/prive/beleggen/thema-beleggen/index.html
(viewed 19 May 2018; the website changes over time).

26 ABN AMRO, “Self-directed Investing”, no date, https://www.abnamro.nl/en/personal/investments/types-of-investing/self-
directed-investing/index.html (viewed 19 May 2018).

27  ABN AMRO, “Koers en documenten beleggingsfondsen”, 29 May 2018, https://www.abnamro.nl/nl/prive/beleggen/koersin-
formatie/beleggingsfondsen.html (viewed 29 May 2018): on 29 May 2018, the date for the analysis done for this report,

552 investment funds on offer were published online, but the number of investment funds on offer may vary over time.
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The bank has taken the responsibility of selecting the range of 552 investment funds on offer.
However, the bank has no responsibility in the final investment decision of these experienced
customers as a broker it carries out the order to buy into particular funds.

The list of these investment funds is published on the bank’s website and the basis of the
analysis in below (see sections 4.1.3 and 4.1.4.).

Guided investing (“Begeleid Beleggen”)?: The customer is advised to invest in one of the six
ABN AMRO “multi-manager funds”, the so-called “profile funds” that each have a different
investment profile adapted to the financial risks the customers can or wants to take: from very
financially risky or profitable (“very aggressive” with potentially high profits or losses) to very
little financial risk (“very defensive”).

These profile funds are created and managed by fund managers at ABN AMRO who take the
responsibility of choosing the investment assets, some of which are shares in palm oil companies,
as is explained below (see Investment funds created by ABN AMRO).

Investment management/"”expertly invested” (“Vermogensbeheer”)?”: Customers who invests
€50,000 or more choose not to make investment decisions themselves. Based on an assessment
by the bank of the financial risks the customers want and can take (from very little risk to high
risk), customers can choose between different objectives in investment.®® The customer can opt
for a sustainability objective through the “Duurzaam Fondsen Mandaat”.®' For this investment
service, ABN AMRO is responsible for choosing the investment assets, which can include those
from the list of investment funds on offer (see above (1)) and the Profile Funds (see (2)).

Due to lack of transparency, it could not be identified within the scope of this report exactly
which investment funds were part of each of the different investment management services.
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ABN AMRO, “Begeleid Beleggen”, no date, https://www.abnamro.nl/nl/prive/beleggen/beleggingsvormen/begeleid-
beleggen/index.html and https://www.abnamro.nl/en/personal/investments/types-of-investing/guided-investing/index.html ;
https://www.abnamro.nl/nl/prive/beleggen/beleggingsvormen/begeleid-beleggen/profielfondsen.html (viewed 19 May 2018).
ABN AMRO, “Uw vermogensbeheer in juiste handen”, no date, https://www.abnamro.nl/en/personal/investments/types-of-
investing/vermogensbeheer/index.html ; “Portfolio Management”, no date, https://www.abnamro.nl/en/personal/
investments/types-of-investing/vermogensbeheer/index.html (viewed 19 May 2018).

The different objectives are included in ABN AMRO's: “Multi Manager Mandaat”, no date, (https://www.abnamro.nl/nl/prive/
beleggen/beleggingsvormen/vermogensbeheer/multi-manager-mandaat/index.html); “Comfort Inkomsten Mandaat”, no date,
(https://www.abnamro.nl/nl/prive/beleggen/beleggingsvormen/vermogensbeheer/comfort-inkomsten-mandaat/index.html);
and “Duurzaam Fondsen Mandaat”, no date, (https://www.abnamro.nl/nl/prive/beleggen/beleggingsvormen/vermogensbe-
heer/duurzaam-fondsen-mandaat/index.html (viewed 19 May 2018).

ABN AMRO, “Duurzaam fondsen Mandaat”, ibidem: there is a very general description about the investments that are done

in this category, but it is not clear how much details are being provided.
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The richer customers who are served by ABN AMRO MeesPierson private banking®? have a wider
differentiation in the choice of investment services offered by the bank.

O

The experienced private banking customers can opt to decide for themselves which investment

fund(s) to invest in from the lists selected and offered by ABN AMRO MeesPierson (“Zelfstandig

Beleggen”).® The options offered by ABN AMRO to its customers, according to their financial

situation, include:

m Investing independently without advice on the list of investment funds preselected by
ABN AMRO MeesPierson.?* This seems to be the same list as offered to ABN AMRO
individual customers who opt for self-directed investing (see (1) above).

m  Investing with “guided advice”, where the customer chooses to invest in one of the above-
mentioned Profile Funds® created by ABN AMRO (see (1) above).

m  Thematic investments,* which means that the bank provides information about investments
in particular sectors that the customer can choose from.

Private banking customers who want ultimately to make the investment decisions themselves
can request recommendations from the bank. These advisory investment services have different
options — from active investment advice to sustainability advice.¥

This investment service means ABN AMRO MeesPierson takes the responsibility of recom-
mending to its customers which investments they should choose.

On its website, ABN AMRO MeesPierson has published a separate list of investment funds that
it recommends its customers should invest in. This list of recommended investment funds (dated
30 April 2018) is the one that is the subject of this research.®
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ABN AMRO MeesPierson, “Vermogensbeheer”, no date, https://www.abnamro.nl/nl/privatebanking/producten/beleggen/
vermogensbeheer/index.html (viewed 19 May 2018).

ABN AMRO MeesPierson, “Zelfstandig beleggen — Op eigen initiatief”, no date, https://www.abnamro.nl/nl/privatebanking/
producten/beleggen/zelfstandig/index.html (viewed 19 May 2018).

ABN AMRO MeesPierson, “Zelf beleggen”, no date, https://www.abnamro.nl/nl/privatebanking/producten/beleggen/
zelfstandig/zelf-beleggen.html and https://www.abnamro.nl/nl/privatebanking/producten/beleggen/koersen/beleggings-
fondsen.htm (viewed 19 May 2018).

ABN AMRO MeesPierson, “Begeleid beleggen”, no ddate, https://www.abnamro.nl/nl/privatebanking/producten/beleggen/
zelfstandig/begeleid-beleggen.html (viewed 19 May 2018).

ABN AMRO, “Thema beleggen”, no date, https://www.abnamro.nl/nl/prive/beleggen/thema-beleggen/index.htm|

(viewed 19 May 2018).

ABN AMRO MeesPierson, “Beleggen met advies”, no date, https://www.abnamro.nl/nl/privatebanking/producten/beleggen/
met-advies/index.html (viewed 18 June 2018; the information on the website was changed when last viewed

on 14 September 2018).

ABN AMRO MeesPierson, “Beleggingsfondsen Fondslijst overzicht — Financial focus”, 30 April 2018, https://www.abnamro.nl/
nl/images/Generiek/PDFs/050_Private_Banking/Beleggen/Funds_-_Recommended.pdf (viewed May 2018) which can be
accessed via the webpage: https://www.abnamro.nl/nl/privatebanking/producten/beleggen/koersen/beleggingsfondsen.html
(viewed 18 June 2018).
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O When the private banking customer opts for the bank’s portfolio management services,* the
customer does not want to actively choose which investment funds, or other assets, to invest
in. The bank is given the responsibility of choosing and managing the investments, still based
on the option taken by, and financial risk assessments of, its customers. The investment services
offer the option of between six different objectives, called “investment mandates”, including
two related to sustainability.

Traditionally, for each category of investment services, ABN AMRO and its private banking entity
have had a sustainable investment option, which customers could choose from if they so indicated.
Since the beginning of 2018, the bank offers new customers of ABN AMRO, as the default option,
sustainable investment services designed by the bank.? The bank’s sustainability policies and rates
used for its investment services are assessed later in this subsection as regards palm oil companies
(see section 4.1.7.).

4.1.2 Information to individual customers

Can individual investors know what they are investing in when they choose investment funds?
The information varies by investment service. However, in general, the bank does not publish and
give all the information itself and is not fully transparent before the customer makes the choice.
The investment services whereby the customer requires the bank to manage its investments,
provides the least information before investments are made, which results in the bank taking
responsibility for the choice of investment funds.

Those experienced investors who can, and do, opt to decide themselves which investment funds

to choose from the list of 552 funds offered online*' by ABN AMRO and ABN AMRO MeesPierson,
get information about the profitability of the fund and a sustainability rating (ranging between zero
and five). An array of financial information is available when clicking on each of the listed funds.

No explanation is provided about the sustainability rating except that the rating is provided by

a commercial sustainability rating agency.*? An online list is provided about the 10 most important
companies that have the most value in the fund, as well as about the economic sectors of the
companies included in the investment fund. Further basic information about each fund is to be found
in the key information document (KID), which is legally required and standardised through EU laws
(see Chapter 6). Other documents to click on the bank’s website per investment fund include the

39 ABN AMRO MeesPierson, “Vermogensbeheer”, no date, https://www.abnamro.nl/nl/privatebanking/producten/beleggen/
vermogensbeheer/index.html (viewed 18 June 2018).

40 ABN AMRO, “ABN AMRO makes its investment activities more sustainable”, 8 November 2017, https://www.abnamro.com/
en/newsroom/press-releases/2017/abn-amro-makes-its-investment-activities-more-sustainable.html (viewed 13 July 2018):
the websites of ABN AMRO and ABN AMRO MeesPierson have therefore been changing in the course of the year and in the
course of the research period for this report. It was not possible to update all research findings about the bank’s investment
services from August 2018 onwards.

41 ABN AMRO, “Koers en documenten beleggingsfondsen”, ibidem: ABN AMRO offered 552 investment funds on
29 May 2018; viewed several times in May 2018 but this list changes over time.

42 ABN AMRO,idem: when clicking on the information button “duurzaamheid” the bank explains very briefly who does
the sustainability rating ; see also: https://www.sustainalytics.com/ (viewed 18 July 2018).
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complex annual reports with detailed information about the management of the investment fund
and which companies are included in the fund.®

Private bank customers of ABN AMRO who look at the separate list of investment funds that the
bank recommends to them, only get information about the financial risks and the past profitability
of the funds.*

ABN AMRO gives minimal public information about the investment composition to customers who
want to opt for investment management service as they are assumed to have no capacity or are not
interested in carrying out their own investment asset selection. The bank’s information focuses on
the profitability of the investment portfolio.

Private bank customers who opt for investment services with investment advice or management
receive a comprehensive investment profiling about the financial risks beforehand, so that they
get suitable investments with the right amount of financial risk. At the same time, the bank is not
transparent about what investment funds are included in this investment management service,
except when customers opt for the ABN AMRO profile funds. On the website, there is information
that customers can opt for a sustainable investment mandate.*®

Once a customer makes an investment via the bank, the bank regularly reports information to
the (private banking) customer about the investment portfolio through different channels. There
is no information publicly available about these reports. However, in general, the focus is on the
profitability of the return on investments, the investment strategy* of the bank and the resulting
composition of the investment portfolio.*’

For each category of the above-mentioned investment services, the customers are informed
beforehand about the costs of the investment services. Customers have to pay some minimum
service and transaction fees or variable fees as a percentage of the money invested and according

43 ABN AMRO, "“Essentiéle-informatiedocument (Eid)”, no date, https://www.abnamro.nl/nl/prive/beleggen/eid.html (19
May 2018): information about the KID (“essentiele informatiedocument”); each webpage of each fund has available
documents (“Beschikbare documenten”) with annual reports etc.

44 ABN AMRO MeesPierson, “Beleggingsfondsen Fondslijst overzicht — Financial focus”, 30 April 2018, https://www.abnamro.nl/
nl/images/Generiek/PDFs/050_Private_Banking/Beleggen/Funds_-_Recommended.pdf (viewed May 2018).

45  ABN AMRO MeesPierson, “Uw risicoprofiel onder de loep”, no date, p. 13, https://www.abnamro.nl/nl/images/Generiek/
PDFs/050_Private_Banking/Beleggen/Risicoprofielen_ABN_AMRO_MeesPierson.pdf (viewed 18 June 2018).

46  See for instance: ABN AMRO Investment Solutions, “Strategy & Quantitative Research”, Weekly Brief, 18 June 2018,
https://www.abnamroinvestmentsolutions.com/nl/images/500_Publicaties/010_Weekly_brief/Download/Weekly_
Brief_06_18_2018.pdf (viewed 18 June 2018).

47 ABN AMRO MeesPierson, “Klassiek Mandaat”, https://www.abnamro.nl/nl/privatebanking/producten/beleggen/vermogens-
beheer/klassiek-mandaat.html (viewed 19 May 2018): item “informatievoorzieining” and “informatiekaart klassiek mandaat”,
July 2013, https://www.abnamro.nl/nl/images/Generiek/PDFs/050_Private_Banking/Beleggen/Mandaten/Klassiek
Mandaat_-_informatiekaart_-_nl.pdf (viewed 19 May 2018).
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to the financial riskiness of the investment (the riskier, the higher the fees).* The costs paid to the
bank are independent of the profits made by the customer. These fees and other costs are a source
of income for the bank.

4.1.3 Investment funds with four highlighted palm oil companies

ABN AMRO

As part of its investment services, ABN AMRO offers investment funds that include shares in four
palm oil companies that are highlighted in this report (see Methodology). The four companies
highlighted here (Wilmar International, subsidiaries of the Salim group, Golden Agri-Resources and
First Resources) were identified as being part of the investment funds between 5 and 19 April 2018.4°

O ABN AMRO offered on its website® eight (8) investment funds with shares of Wilmar Interna-
tional.

O The Salim Group has several subsidiaries that issue shares included in investment funds:
Indofood Sukses Makmur, Salim Ivomas Pratama and PT PP London Sumatra and ABN AMRO
offers investment funds as follows:

m  Six (6) investment funds include shares in Indofood Sukses Makmur
m  One (1) investment fund includes shares in Salim lvomas Pratama and
m  Two (2) investment funds include shares of PT PP London Sumatra:

O ABN AMRO offered two (2) investment funds with shares in First Resources

O ABN AMRO offers its customers nine (9) investment funds with shares in Golden Agri-Resources

48  See for instance the costs for managing the investments for the customer who opts for guided investment (“begeleid
beleggen”): https://www.abnamro.nl/nl/prive/beleggen/beleggingsvormen/begeleid-beleggen/kosten-begeleid-beleggen.
html (viewed last on 14 September 2018);de costs for the experienced investor (“zelf beleggen”) can be calculated from:
https://www.abnamro.nl/nl/prive/beleggen/beleggingsvormen/zelf-beleggen/kosten-zelf-beleggen.html and
https://www.abnamro.nl/nl/images/Content/010_Prive/020_Producten_|_diensten/020_Beleggen/000_Documenten/pdf_
Tarievenkaart_-_Zelf_Beleggen_(Plus).pdf (viewed 28 September 2018).

49  The database analysis of the funds was done between 5 and 19 April 2018 and the lists of investment funds offered by ABN
AMRO in May 2018, and investment funds recommended by ABN AMRO MeesPierson dated 30 April 2018: see also
Methodology. Note that investment funds can change their composition during the course of the year.

50 ABN AMRO, “Koers en documenten beleggingsfondsen”, 29 May 2018, https://www.abnamro.nl/nl/prive/beleggen/koers-
informatie/beleggingsfondsen.html.
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Table 1 The investment funds ABN AMRO offers that include shares of highlighted palm oil

companies
Amundi Index MSCI Pacific Indofood Sukses Makmur Fidelity Funds — Asia Focus Amundi Index MSCI Pacific
ex Japan Fund ex Japan

BlackRock Global Allocation
Fund, Inc.

iShares Pacific ex Japan Equity
Index Fund (LU)

iShares Pacific ex Japan Equity
Index Fund (UK)

iShares World Equity Index
Fund (LU)

Northern Trust World Custom
ESG Equity Index Fund

Old Mutual Global Equity
Absolute Return Fund

Vanguard Global Stock Index
Fund

Fidelity Funds Indonesia Fund

iShares Emerging Markets
Equity Index Fund (LU)

iShares Emerging Markets
Equity Index Fund (UK)

iShares MSCI Emerging Asia
Index ETF

Vanguard Emerging Markets
Stock Index Fund (US)

Vanguard Emerging Markets
Stock In dex Fund-EUR

Salim lvomas Pratama

Vanguard Emerging Markets
Stock Index Fund (US)

PT PP London Sumatra
iShares Core MSCI Emerging

Markets IMI UCITS ETF

Vanguard Emerging Markets
Stock Index Fund (US)

Fidelity Funds Indonesia Fund

ABN AMRO MeesPierson
In a list®" of investment funds that ABN AMRO MeesPierson recommended to its private banking

customers:

O Three (3) investment including shares of Wilmar International.

iShares Pacific ex Japan Equity
Index Fund (LU)

iShares Pacific ex Japan Equity
Index Fund (UK)

iShares World Equity Index
Fund (LU)

Northern Trust World Custom
ESG Equity Index Fund

Robeco Asia-Pacific Equities

Robeco Emerging Markets
Equities

SPDR MSCI World Consumer
Staples UCITS ETF

Vanguard Global Stock Index
Fund

O One (1) investment fund that included shares in Indofood Sukses Makmur and

O Three (3) investment funds that include shares in Golden Agri-Resources

51 ABN AMRO MeesPierson, “Beleggingsfondsen Fondslijst overzicht — Financial focus”, 30 April 2018, https://www.abnamro.

nl/nl/images/Generiek/PDFs/050_Private_Banking/Beleggen/Funds_-_Recommended.pdf .
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Table 2 The investment funds ABN AMRO MeesPierson offers that include shares of highlighted

palm oil companies

Northern Trust World Custom ESG

Equity Index Fund

Indofood Sukses Makmur

Northern Trust World Custom ESG
Equity Index Fund

Vanguard FTSE All-World UCITS

ETF ETF

Vanguard FTSE All-World UCITS

Vanguard FTSE All-World UCITS
ETF

Vanguard Global Stock Index Fund

Vanguard Global Stock Index Fund

4.1.4 Full list of investment funds with shares in palm oil companies

Research shows that fifty six (56) investment funds published by the bank were identified as
including shares in palm oil companies selected for this report> (see below). This finding is based
on comparing the above-mentioned online list of 552 investment funds that ABN AMRO selected
for experienced customers® with investment funds with shares in one or more of the 81 palm oil
companies selected for this report (see Methodology, step 1 and 2).

List of investment funds offered by ABN AMRO that include shares in palm oil companies

Aberdeen Emerging Markets Fund
Aberdeen Emerging Markets Fund — US
Aberdeen World Equity Fund

ABN AMRO Multi Manager Funds Profile 3
ABN AMRO Multi Manager Funds Profile 5
ABN AMRO Multi-Manager Funds Profile 6
Amundi Index MSCI Japan

Amundi Index MSCI Pacific ex Japan
BlackRock Asian Dragon Fund

BlackRock Emerging Markets Fund
BlackRock Emerging Markets Fund, Inc.
BlackRock Global Allocation Fund, Inc.
BNP Paribas Asia Pacific High Income Equity Fund
Comgest Growth Emerging Markets

db x-trackers Nikkei 225 UCITS ETF (DR)
Fidelity Funds — Asia Focus Fund

Fidelity Funds Indonesia Fund

Goldman Sachs N-11 Equity Fund

Investec Emerging Markets Equity Fund

iShares Core MSCI Emerging Markets IMI UCITS ETF
iShares Emerging Markets Dividend ETF

iShares Emerging Markets Equity Index Fund (LU)
iShares Emerging Markets Equity Index Fund (UK)
iShares Europe Equity Index Fund (LU)

iShares Japan Equity Index Fund (LU)

iShares Japan Equity Index Fund (UK)

iShares Pacific ex Japan Equity Index Fund (UK)
iShares STOXX Europe 600 (DE)

iShares World Equity Index Fund (LU)

JPM Emerging Markets Equity

JPMorgan Emerging Markets Equity Fund
JPMorgan Funds - Global Dynamic Fund

Kempen (Lux) Global High Dividend

Kempen Global High Dividend Fund N.V.R

NN (L) Industrials

Northern Trust World Custom ESG Equity Index Fund

52

The identification followed the research Methodology (see Chapter 2), using the list of 81 selected palm oil companies, and

investment funds screened between 5 and 19 April 2018.

53 The list of offered by ABN AMRO, “Koers en documenten beleggingsfondsen”, ibidem.
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Old Mutual Global Equity Absolute Return Fund SPDR MSCI World Financials UCITS ETF

Robeco Asia-Pacific Equities SPDR MSCI World Industrials UCITS ETF

Robeco Emerging Markets Equities Vanguard Emerging Markets Stock Index Fund (US)
Robeco Emerging Stars Equities Vanguard Emerging Markets Stock Index Fund — EUR
Robeco Global Conservative Equities Fund Vanguard European Stock Index Fund - EUR
Schroder Intl Selection Fd — Emerging Asia Vanguard European Stock Index Fund - USD
Skagen Kon-Tiki Vanguard Eurozone Stock Index Fund

SPDR MSCI World Consumer Staples UCITS ETF Vanguard Global Stock Index Fund

Each investment fund includes shares in the different palm oil companies and/or a different number
of shares of palm oil companies, as is illustrated below (see section 4.1.6).

Some of the 56 investment funds are very likely to be included in the diverse investment services for
advising and managing investments, as is the case for the so-called ABN AMRO Profile Funds, which
are offered for the guided investing services.

4.1.5 Investment advice to ABN AMRO MeesPierson private bank customers
ABN AMRO MeesPierson published a separate list (dated 30 April 2018) of investment funds that it

actively recommends to its private banking customers.> This list of recommended investment funds
included sixteen (16) funds with shares in palm oil companies selected for this report:

List of investment funds actively recommended by ABN AMRO Mees Pierson that include shares
in palm oil companies

Aberdeen Global Emerging Markets Equity Fund iShares MSCI Japan ETF

Aberdeen World Equity B Acc iShares MSCI World ETF

Aberdeen World Equity Fund Kempen Global High Dividend Fund N.V.R

Amundi Index MSCI Japan Northern Trust Europe Equity Index UCITS FGR Fund
Comgest Growth Emerging Markets Northern Trust World Custom ESG Equity Index Fund
DB Platinum CROCI Sectors Fund Robeco Global Conservative Equities Fund

Fidelity Emerging Markets Index Fund Vanguard FTSE All-World UCITS ETF

iShares Emerging Markets Dividend ETF Vanguard Global Stock Index Fund

54 ABN AMRO MeesPierson, “Beleggingsfondsen Fondslijst overzicht - Financial Focus”, ibidem, via the webpage
https://www.abnamro.nl/nl/privatebanking/producten/beleggen/koersen/beleggingsfondsen.html : “lijst met aanbevolen
beleggingsfondsen”.
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4.1.6 Focus on some particular investment funds by ABN AMRO

The following examples illustrate which palm oil company shares were included in some of the 56

investment funds identified:

O ABN AMRO Multi Manager Funds Profile 3% includes shares in Astra International and POSCO.

O ABN AMRO Multi Manager Funds Profile 5% includes shares in Astra International, Bollore SA
and POSCO.

O ABN AMRO Multi-Manager Funds Profile 657 also includes shares in Astra International, Bollore
SA and POSCO.

The palm oil company shares are only a very small part of the total shares, assets and value of these
investment funds.

Note that ABN AMRO created these funds (see below) and rated both the ABN AMRO Multi
Manager Funds Profile 5 and ABN AMRO Multi Manager Funds Profile 6 as ‘moderately sustainable’
when viewed in May and July 2018.

Among the 16 investment funds with shares in palm oil companies that were recommended by ABN
AMRO MeesPierson, the following example shows that a fund can include shares in many different
palm oil companies selected for this report.

Vanguard FTSE All-World UCITS ETF: identified palm oil companies whose shares are included
in the fund

Astra International IOl Corporation

Bollore SA Itochu Corp

Felda Global Ventures Jardine Matheson Holdings
First Pacific Kuala Lumpur Kepong

Fuji Oil Holdings POSCO

Genting Bhd POSCO Daewoo

Golden Agri-Resources Sime Darby

Hap Seng Consolidated Sime Darby Plantation

IJM Corporation Wilmar International

Indofood Sukses Makmur

55 The Fund invests its assets in bonds, equities, money-market instruments, derivatives, other funds and cash (Source:
https://www.bloomberg.com/quote/AAMPR3A:LX (viewed 18 July 2018); see also: ABN AMRO, “Profielonds 3, Begeleid
Beleggen”, no date, https://www.abnamro.nl/nl/prive/beleggen/beleggingsvormen/begeleid-beleggen/profielfonds3.html
(last viewed 9 September 2018).

56 ABN AMRO, “Profielfonds 5, Begeleid Beleggen”, no date, https://www.abnamro.nl/nl/prive/beleggen/beleggingsvormen/
begeleid-beleggen/profielfonds5.html (last viewed 9 September 2018).

57 ABN AMRO, Profielfonds 6, Begeleid Beleggen”, no date, https://www.abnamro.nl/nl/prive/beleggen/beleggingsvormen/
begeleid-beleggen/profielfondsé.html (last viewed 9 September 2018).
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4.1.7 Investment funds created by ABN AMRO

ABN AMRO does not only offer investment services that include investment funds created by
outside fund managers. The bank also created investment funds, and (partly) manages these funds,
for which it bears responsibility regarding the selection of shares or other assets included in the fund.
Of the three banks discussed in this report ABN AMRO is the only bank that is involved in creating
investment funds.

This report identifies twenty two (22) investment funds created by ABN AMRO, which include shares
in on or more of the 81 selected palm oil companies.

ABN AMRO French Diversified

ABN AMRO French Equities

ABN AMRO MMF Blackrock Asia Pacific ex-Japan Equities

ABN AMRO MMF TCW US Equities A Cap EUR

ABN AMRO Multi Manager Defensive Profile Fund

ABN AMRO Multi Manager Funds Fund of Mandates Asia Pacific Equities
ABN AMRO Multi Manager Funds Profile 3

ABN AMRO Multi Manager Funds Profile 5

ABN AMRO Multi-Manager Funds Profile 6

ABN AMRO Multi-Manager Funds Fund of Mandates Emerging Market Equities
ABN AMRO Multi-Manager Funds Investec Emerging Market Equities
ABN AMRO Multi-Manager Funds Numeric Emerging Market Equities
ABN AMRO Multi-Manager Funds Pension Lifecycle 2020

ABN AMRO Multi-Manager Funds Pension Lifecycle 2025

ABN AMRO Multi-Manager Funds Pension Lifecycle 2030

ABN AMRO Multi-Manager Funds Pension Lifecycle 2035

ABN AMRO Multi-Manager Funds Pension Lifecycle 2040

ABN AMRO Multi-Manager Funds Pension Lifecycle 2045

ABN AMRO Multi-Manager Funds Pension Lifecycle 2050

ABN AMRO Multi-Manager Funds Pension Lifecycle 2055

ABN AMRO Multi-Manager Funds Prospery Growth

ABN AMRO Multi-Manager Funds William Blair Emerging Market Equities

The bank does not publish whether and how these funds are incorporated in the investment
management services of the bank, except for the ABN AMRO Multi Manager Profile funds.
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4.1.8 Sustainable investment policy of ABN AMRO and ABN AMRO
MeesPierson

General sustainability policy

In general, ABN AMRO states that it is “convinced that responsible finance and investment is
becoming the norm” and it can make “an important contribution to society and the environment”.
The bank is making its “finance and investment products increasingly sustainable” while always
maintaining “a balance between society’s interests and financial returns”.%®

Regarding its overall social and environmental objectives, ABN AMRO's focus areas are: accelerating
the transition to a circular economy, combating climate change, and respecting human rights in
everything the bank does, as well as supporting social entrepreneurship.>’ The sustainability policy

is to have “a direct or indirect impact” on the bank’s ability to “create, preserve or erode economic,
environmental and social value”, also for the bank’s stakeholders.®® One focus point is specifically
about environmental, social and governance (ESG) risk in lending and investment products and
services.®' The sustainability policy and approaches of ABN AMRO are described in a wide range

of papers.%?

Sustainability policy towards palm oil sector

The bank has various sectoral sustainability policies for its “clients” to which it provides “lending,
non-lending services and investments”.®® Clients are to be understood as being companies that
borrow rather than individual investors. Specific requirements are applied to corporate clients in the
agri-commodity sector. The palm oil sector is among the agri-commodities in which the bank submits
clients to detailed requirements and benchmarks®, e.g. to be (or soon become) member of the

58 ABN AMRO, “Finance and Investment”, no date, https://www.abnamro.com/en/sustainable-banking/finance-and-investment/
index.html (viewed 18 June 2018).

59 ABN AMRO, Integrated Annual Review 2017, no date, p. 33, 51-53, https://www.abnamro.com/en/images/Documents/010_
About_ABN_AMRO/Annual_Report/2017/ABN_AMRO_Integrated_Annual_Review_2017.pdf (viewed 18 June 2018).

60 Ibidem, p. 28.

61 ABN AMRO, "Our material topics”, no date (part of the Integrated Annual Review 2017), 1 p, https://www.abnamro.com/en/
images/Documents/040_Sustainable_banking/080_Reporting/2017/ABN_AMRO_Materiality_Analysis_2017.pdf: See material
topic #16.

62  The research consulted many webpages on the ABN AMRO and ABN AMRO MeesPierson websites, including:
https://www.abnamro.nl/nl/privatebanking/producten/beleggen/duurzaam/visie.html ; https://www.abnamro.com/nl/duur-
zaam-bankieren/index.html ; https://www.abnamro.nl/nl/prive/abnamro/duurzaamheid/index.html ; https://www.abnamro.
com/nl/duurzaam-bankieren/financieren-en-beleggen/index.html ; (viewed 18 June 2018); see also: https://www.abnamro.
com/en/sustainable-banking/reporting-and-publications/publications/index.html (viewed 20 June 2018).

63 ABN AMRO, “Summary - Agri-Commodities - Sustainable Banking / Summary Sustainability Requirements for Agri-Commod-
ities”, September 2017, p. 1, https://www.abnamro.com/en/images/Documents/040_Sustainable_banking/070_Sustain-
ability_policy/ABN_AMRO_Summary_agri-commodities_policy.pdf (viewed 18 June 2018).

64 ABN AMRO, “ABN AMRO's approach and policy for companies in the palm oil sector”, 2 July 2018, https://www.abnamro.com/
en/newsroom/newsarticles/2018/abn-amro-approach-and-policy-for-companies-in-the-palm-oil-sector.html (last viewed
26 September 2018).
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RSPO%. When adhering to these requirements, the bank declares that it does not per se exclude
lending to palm oil companies. The Bank applies an exclusion list (April 2017) of sectors in which
it “will not knowingly finance nor invest” itself, but this list does not apply for external fund and
assets managers whose investment funds the bank offers to its customers.%

These detailed sustainability requirements for corporate clients clearly do not apply to the bank’s
investment services for individual customers.®’

Sustainability policy for investment funds

Until 2017, ABN AMRO stated that its investment services would “pursue sustainable growth and
offer attractive returns based on a moderate risk profile”.¢® “Sustainable” in this context had to be
interpreted, according to the bank, as “long term and not as ESG-risk related”.¢’ Before 2018, the
bank’s promotion of its different investment services, including its private banking services, claimed
to provide the best possible investment transactions and the most profitable financial profit from
the investment for the customer (see also below).

Since 2018, ABN AMRO's declares its policy is to increase the possibility of investing in socially and
environmentally sustainable assets and investment products, and is making its “standard investment
products more sustainable”.”” The bank states that “as part of new client take on processes, ABN
AMRO offers Sustainable Investment services (no exposure to controversial palm oil production)

as the default option. Clients have to ‘opt-out’ for traditional investment portfolios”.”" Existing
customers are being asked whether they want to switch to investment funds that the bank considers
‘sustainable’. No public information was available regarding which palm oil companies are excluded
when the banks claims to have “no exposure to controversial palm oil production”.”? The bank
declares that the sustainable investments offer the same profitable returns as traditional invest-

65 ABN AMRO, “Sustainable Banking, Exclusion list”, April 2017, https://www.abnamro.com/en/images/Documents/040_
Sustainable_banking/060_Strategy/ABN_AMRO_Exclusion_list.pdf (viewed 26 September 2018) : excluded is “Producing,
processing and trading of palm oil by companies that are not member, or in the process of becoming member, of the Round
Table for Sustainable Palm Oil (RSPO)”.

66 ABN AMRO, “ABN AMRO's approach and policy for companies in the palm oil sector”, 2 July 2018: this also applies for
excluding “Burning of natural occurring ecosystems, such as forests and savanna, for the purpose of land clearing for the
establishment of large scale agricultural Plantations”.

67  ABN AMRO Stakeholder & Engagement Manager, ABN AMRO comment on review document with draft SOMO research
results, email, 4 July 2018; see ABN AMRO, “Sustainability Risk Guide”, August 2016, https://www.abnamro.com/en/images/
Documents/040_Sustainable_banking/Publications/ABN_AMRO_Sustainability_Risk_Guide.pdf (viewed 4 July 2018).

68  ABN AMRO Group N.V., “2017 Sustainability highlights”, no date (covering the year 2017), p. 8 - 9, https://www.abnamro.com/
nl/images/Documents/010_Over_ABN_AMRO/Annual_Report/2017/ABN_AMRO_2017_Sustainability_Highlights.pdf (viewed
18 June 2018). The following was removed after the review process by ABN AMRO of the SOMO draft research results :
"Whether you give ABN AMRO a sustainable investment mandate or take investment decisions yourself”.

69 ABN AMRO Stakeholder & Engagement Manager, ABN AMRO comment on review document with draft SOMO research
results, email, 4 July 2018.

70 ABN AMRO, “ABN AMRO makes its investment activities more sustainable”, ibidem; and ABN AMRO, “Sustainable
investment is the future”, no date, https://www.abnamro.com/en/sustainable-banking/finance-and-investment/sustainable-
investment/index.html (viewed 18 June 2018).

71 Idem; see ABN AMRO, “ABN AMRO makes its investment activities more sustainable”, ibidem.

72 ldem, emails, 4 and 18 July 2018.
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ments.”® The bank also creates and offers different possibilities for investing in what it claims to

be sustainable assets and funds, such as socially responsible investment funds.” As a result of this
policy, part of the investment funds publicly offered by the bank online (and used for this report)
have a sustainability rating based on social and environmental criteria from an outside sustainability
research company.

This sustainability policy for investment services, however, is limited to only a few issues. According
to the bank’®, no customer is allowed to invest in companies that are on the bank’s controversial
weapons’ list. No customer is advised to invest in companies with whom engagement was unsuc-
cessful (companies of the “soft exclusion list” are not public). ABN AMRO products (e.g. investment
funds it creates) will not invest in companies on both lists.

When the bank includes investment funds from external investment fund managers in its investment
services, the bank requires written confirmation that the funds should not exceed 5 percent exposure
to companies that are (in)directly involved in cluster munition. Regarding ABN AMRO's policy
towards palm oil companies, the bank stated on 2 July 2018 that “in the event that such external
asset managers invest in unwanted companies, ABN AMRO seeks to speak to the external managers
about their policies and about the possibilities they have to engage with the relevant company.””’
No other information about the contract and the interaction between the bank and the fund
managers was available within the scope of this research.

This means that the bank does not exclude palm oil companies from the asset pool’® for its
investment services, except if these companies have been clients of the bank and engagement
has been unsuccessful. The bank declares it undertakes screening, assessment, monitoring and
engagement’? of all the companies in ABN AMRO'’s “investment universe”.?® ABN AMRO stated
about the 81 palm oil companies selected for this report that “none the palm oil companies are
part of our Investment Universe”.8' The spokesperson explained that “by ‘the investment universe’
we mean all companies that ABN AMRO provides investment advice on, in order to serve our
Retail & Private Banking clients”.82 This means that the bank’s “investment universe” is limited

73 ABM AMRO, "ABN AMRO makes it investment activities more sustainable”, ibidem.

74 ABN AMRO, “Sustainable investment is the future”, ibidem; idem, email, 4 July 2018.

75 See: ABN AMRO, “Summary — Investment products & services policy”, ibidem; and ABN AMRO, “Sustainability Risk Guide”,
ibidem.

76  ABN AMRO, “Publically-listed companies ABN AMRO excludes because of involvement in controversial Weapons”,
26 September 2018, https://www.abnamro.com/en/images/Documents/040_Sustainable_banking/060_Strategy/Listed_
companies_excluded_by ABN_AMRO.pdf (viewed 26 September 2018): "Dutch law forbids financial institutions to finance -,
or invest in - corporations that produce, sell or distribute cluster munitions”.

77 ABN AMRO, “ABN AMRO's approach and policy for companies in the palm oil sector”, ibidem.

78  ABN AMRO, Summary — Investment products & services policy”, ibidem; the definition of investment universe is
“the investments most frequently held by clients” according to: ABN AMRO, “Sustainability Risk Guide”, ibidem, footnote 4.

79  ABN AMRO, “Engagement approach 2017", no date (covering the year 2017), https://www.abnamro.com/en/images/
Documents/040_Sustainable_banking/080_Reporting/2017/ABN_AMRO_Engagement_approach_2017.pdf (viewed
19 July 2018): engagement occurs when companies in the banks “investment universe” breach the UN Global Compact.

80 ABN AMRO, “Summary - Investment products & services policy”, ibidem.

81 Idem, email, 4 July 2018.

82 Idem, email, 18 July 2018.

35


https://www.abnamro.com/en/images/Documents/040_Sustainable_banking/060_Strategy/Listed_companies_excluded_by_ABN_AMRO.pdf
https://www.abnamro.com/en/images/Documents/040_Sustainable_banking/060_Strategy/Listed_companies_excluded_by_ABN_AMRO.pdf
https://www.abnamro.com/en/images/Documents/040_Sustainable_banking/080_Reporting/2017/ABN_AMRO_Engagement_approach_2017.pdf
https://www.abnamro.com/en/images/Documents/040_Sustainable_banking/080_Reporting/2017/ABN_AMRO_Engagement_approach_2017.pdf

SOMO

to the companies whose shares customers can directly invest in® and not applied the mainstream
investment funds that the bank offers to and manages for its customers. Indeed, as identified above
(see section 4.1.4.), 56 of the investment funds that ABN AMRO is offering and (potentially) including
in its investment management services, and 22 of the funds the bank is creating, include shares in
palm oil companies selected for this report.

ABN AMRO provides a sustainability rating (“duurzaamheidsindicator” or “duurzaamheidsrating”)®
about the companies in whose assets customers can directly invest,®® and increasingly about the
investment funds with shares the bank is offering.® This rating, in the form of green flags, is the
only sustainability information provided to customers who do not choose to invest in investment
funds or services that make explicit sustainability claims. The sustainability rating is delivered by

a sustainability research company (Sustainalytics®’) and based on a range of sustainability and ESG
risk criteria used by that company: environment, human rights, education and social entrepre-
neurship. The sustainability flagging per investment fund is an average sustainability rating of all
the companies included in the fund.® This results in five sustainability categories®, ranging from
hardly sustainable to highly sustainable. Some funds have no sustainability indicator.”” Not all funds
identified in this report as containing shares in one or more of the 81 selected palm oil companies
have received a sustainability rating.

The bank has declared that from 2018 onwards, it intends to provide impact reports that give
investing customers an insight into the positive or negative impact of their investments on people
and the planet.”

Investment funds created by ABN AMRO

Investment funds with a sustainability rating include ABN AMRO Multi Manager Funds Profile 5,

and ABN AMRO Multi Manager Funds Profile 6. These funds, created by ABN AMRO, have received
a medium sustainability rating even if they contain palm oil companies selected for this report.

83 Idem, email, 18 July 2018.

84 ABN AMRO, “Koers en documenten beleggingsfondsen”, ibidem: click on the information button “duurzaamheid”.
The list of companies and its indicators did not exist in English when clicked on the English version.

85 ABN AMRO, “Summary — Investment products & services policy”, ibidem.

86 ABN AMRO, “Koers en documenten beleggingsfondsen”, ibidem, information button “duurzaamheid”: Only for its funds
with shares.

87 ABN AMRO, idem: the information button “duurzaamheid” gives a very short explanation who does the sustainability rating;
see also: https://www.sustainalytics.com/ (viewed 18 July 2018).

88 ABN AMRO, idem: see the information button “duurzaamheid”; see also: ABN AMRO, “Summary — Investment products &
services policy”, ibidem.

89  Idem previous footnote.

90 Idem previous footnote.

91 ABN AMRO, “ABN AMRO makes its investment activities more sustainable”, ibidem: the impact assessment reports were not

yet available on line by 18 July 2018.
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Box 2 Sustainability rating of ABN AMRO funds on offer to clients
with risky profiles

ABN AMRO Profielfonds 5 €200,69 [] Vernelik
Duurzaamheidsrating Rendement
1,99% orase
Koers
£19423 [ vergelijk
Rendement
2,25% orasr

Source: https://www.abnamro.nl/en/personal/investments/koersinformatie/koersinformatie.html (viewed 23 July 2018).

When creating an investment fund, the bank also has to assess the financial risks. In principle, but
rarely in practice, financial risks can also include socially and environmentally harmful activities

that result in undermining the company'’s profitability (e.g. because of reputational loss or fines for
breaching environmental regulations). According to the bank?, its sustainability policy for investment
funds it creates, and other ABN AMRO products, excludes companies that are on the bank’s
controversial weapons® and its “soft exclusion list”.

Overall, the bank is not transparent whether it monitors the companies that are included in the
investment funds it offers, recommends or manages.

4.1.9 Conclusion

As part of its investment services, ABN AMRO offers fifty six (56) investment funds with shares in the

palm oil companies selected for this report. This represents 10 percent of the total investment funds

it publicly offers.” ABN AMRO MeesPierson even recommends to its private bank clients sixteen (16)
investment funds that include one or more shares from the 81 selected palm oil companies. From a

92 ABN AMRO, “Summary — Investment products & services policy”, ibidem; and ABN AMRO,"Sustainability Risk Guide”,
ibidem.

93 ABN AMRO, “Publically-listed companies ABN AMRO excludes because of involvement in controversial Weapons”, ibidem.

94 ABN AMRO, “Koers en documenten beleggingsfondsen”, ibidem: On 29 May 2018, 56 investments funds, or 10 percent, of
the 552 investment funds ABN AMRO publicly offers as part of its investment services included shares in palm oil companies

selected for this report.

37


https://www.abnamro.nl/en/personal/investments/koersinformatie/koersinformatie.html

SOMO

sample of four palm oil companies that have a record of harmful social and environmental practices,
ABN AMRO offered — and ABN AMRO MeesPierson recommended — at least thirteen (13) different
investment funds that included shares in these four companies (Wilmar International, the Salim
Group, First Resources and Golden Agri-resources). Analysis has identified that shares of at least
twenty-two (22)%° of the 81 selected palm oil companies are included in ABN AMRO's investment
services: more research and especially more transparency by the bank would provide a full overview.

The bank does not publish all the companies that are part of the investment funds. This means that
customers are not directly informed by the bank about whether the funds include palm oil company
shares from which they profit. Neither does the bank give insights into the ESG performance of

all the companies in these investment funds. Many but not all investment funds receive a sustain-
ability flagging which is only based on the average of the commercial sustainability ratings of all the
companies in the fund. This contrasts with the detailed information and updates about the (potential)
financial profitability and risks of the funds. ABN AMRO has a responsibility for the selection and

the impacts of the investment funds when it offers, advises or recommends, and especially when it
manages and creates, investment funds.

This research has found that ABN AMRO's policy and sectoral social and environmental require-
ments towards the palm oil companies it lends to are not being applied for its investment services
that include investment funds. The proclaimed sustainable policies for investment services by the
bank do not apply to the mainstream investment funds that the bank offers and manages for its
customers. The two lists of companies that the bank excludes in its investment services’ policies, are
extremely limited and mainly apply to companies for which customers can directly invest in shares,
and to investment funds that the banks creates. The bank only explicitly requires the external fund
managers of the funds it offers, to comply for 95 percent with its exclusion list of companies that are
(in)directly involved in cluster munition.

In July 2018, the bank stated it will seek the possibilities for external fund managers to engage with
“unwanted” palm oil companies.” This means that the quality of the sustainability policy and criteria
for the investment funds that are part of its investment services have been traditionally poor, with

no assessment of social or environmental impacts of companies’ actual practices. Since 2018, ABN
AMRO has declared a shift in its sustainability ambitions for its investment funds. By default, new
individual customers are offered investment funds and services that are sustainable, according to the
bank’s own criteria. This sustainability policy is to be applied to the bank’s individual customers and
private banking customers in the Netherlands and abroad.

The investment funds that ABN AMRO considers sustainable are flagged on its website and provided
by an external sustainability research company using a set of self-defined criteria, including human

95  Calculating companies mentioned in (1) the investment funds with companies that were highlighted as examples of having
reported harmful practices, (2) the selected investment funds that illustrated which companies were included in the fund, and
(3) the ABN AMRO multi-manager funds (while omitting double counting).

96  ABN AMRO, "ABN AMRO's approach and policy for companies in the palm oil”, 2 July 2018, sector: https://www.abnamro.com/
en/newsroom/newsarticles/2018/abn-amro-approach-and-policy-for-companies-in-the-palm-oil-sector.html (viewed
18 September 2018).
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rights and environment. Nevertheless, this report exposes that even investment funds with a positive
sustainability rating include palm oil companies selected for this report.

ABN AMRO also creates investment funds, meaning the bank has the responsibility for the
composition of the fund. This report identified that twenty two (22) of the funds that the bank
created include shares in palm oil companies selected for this report.

4.2 Investment services by ING

This subsection describes how ING offers diverse investment services to its Dutch customers

that include investment funds with shares of palm oil companies selected for this report. Similar
investment services that cover investment funds are also offered to customers of ING subsidiaries
abroad. To illustrate this, this report briefly focuses on ING Australia. ING operates subsidiaries

in many other countries outside the Netherlands in countries such as Germany,” Belgium? and
Australia. ING policies have to be upheld in all countries where ING operates.”

4.2.1 Investment services to ING customers in the Netherlands

ING offers two distinct investment services to its Dutch customers in relationship with investment

funds:

O The bank acts as a ‘broker’ (“zelf beleggen”, “zelf op de beurs”)'® for experienced customers
who can and want to make investment choices and decisions themselves'': they can select
different kind of financial assets, including investment funds.

The many investment assets the bank is handling and offering for these experienced customers
are reflected in a list of financial assets that ING does not put on its publicly available website
but could be accessed for this research (see section 4.2.5.).%2

97  See for instance: ING DiBa, “"ETFs — Indexfonds”, https://wertpapiere.ing-diba.de/DE/Showpage.aspx?pagelD=106&UseURL
=Ja&Fondstyp=Alle&Fondsart=nur+ETFs+(indexabbildend)#BHP (viewed 11 May 2018): offers to select a range of ETFs.

98  See for instance: ING, “De trackers van ING”, https://www.ing.be/nl/retail/investments/shares-and-bonds/etf-offering (viewed
11 May 2018).

99 ING, “Our stance”, no date, https://www.ing.com/ING-in-Society/Sustainability/Our-Stance.htm (viewed 15 June 2018);
this webpage refers to the ESR management website: ING, “Environmental and social risk management”, no date,
https://www.ing.com/ING-in-society/Sustainability/Sustainable-business/Environmental-and-social-risk-policies.htm (viewed 15
June 2018).

100 ING, “Zelf op de beurs”, no date, https://www.ing.nl/particulier/beleggen/beginnen-met-beleggen/zelf-op-de-beurs/index.
html (viewed 15 June 2018).

101 ING, ibidem: see “De 3 voordelen van zelf op de beurs”.

102 Below we explain the use of the list with investment assets called “ING_bevoorschotting-fondsen_tcm162-40834.pdf",
3 November 2017: the list could be viewed on internet at https://www.ing.nl/media/ING_bevoorschotting-fondsen_tcm162-
40834.pdf until 15 May 2018 and was not available any more thereafter.

39


https://wertpapiere.ing-diba.de/DE/Showpage.aspx?pageID=106&UseURL=Ja&Fondstyp=Alle&Fondsart=nur+ETFs+(indexabbildend)#BHP
https://wertpapiere.ing-diba.de/DE/Showpage.aspx?pageID=106&UseURL=Ja&Fondstyp=Alle&Fondsart=nur+ETFs+(indexabbildend)#BHP
https://www.ing.be/nl/retail/investments/shares-and-bonds/etf-offering
https://www.ing.com/ING-in-Society/Sustainability/Our-Stance.htm
https://www.ing.com/ING-in-society/Sustainability/Sustainable-business/Environmental-and-social-risk-policies.htm
https://www.ing.nl/particulier/beleggen/beginnen-met-beleggen/zelf-op-de-beurs/index.html
https://www.ing.nl/particulier/beleggen/beginnen-met-beleggen/zelf-op-de-beurs/index.html
https://www.ing.nl/media/ING_bevoorschotting-fondsen_tcm162-40834.pdf
https://www.ing.nl/media/ING_bevoorschotting-fondsen_tcm162-40834.pdf

SOMO

For those customers who start with making investment choices and decisions themselves
(“zelfvermogensopbouw”), the bank offers them to order the bank to buy and sell, free of costs,
more than 300 investment funds and index funds that the bank has preselected.’® The bank

has a responsibility in selecting these investment funds, which can be considered as an indirect
advisory role by the bank.

The list of 300 investment funds was not available on line and could not be used for this
research.

The bank acts as a direct advisor and investment ‘manager’ (“beleggen met beheer”)™®: ING

offers to advise and manage the investments of individual customers according to their choice

of investing in different strategies. Dutch customers can make these choices online, or after an

appointment with an ING advisor. When a customer wants to start investing (online or not), the

bank’s advisory role is to require the customer to respond to a series of questions. This includes

fulfilling the bank'’s legal obligation to protect customers from excessive financial losses.

The bank asks the customer to indicate:

m the purpose of their investment (“beleggingsdoel”)'%;

® the amount of money a customer wants to invest, and can invest (assessed according to
available savings);

m the risk profile (“risicobereidheid”): the amount of financial risk the customer wants to take,
from very low risks to very high risks';

® the investment profile (“beleggingsprofiel”): the kind of investment style the customer wants
to choose, from low financial risk (“defensive”) to high financial risk("very offensive”)'";

B the strategies the customer can choose from, namely:'% low costs by tracking indexes
(passive investments), in line with events and developments worldwide (“actueel”), getting
dividend payments (“inkomen”) and sustainable investments (“Duurzaam”).

Based on the customer’s responses and choices, this ING investment service (“beleggen met
beheer”) takes the responsibility for deciding what to invest in for each individual investor.

The investment funds included in each managed investment choice might vary over time according
to profitability and ING's assessment.
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ING, “Zelf Vermogensopbouw”, no date, https://www.ing.nl/particulier/beleggen/beginnen-met-beleggen/zelf-vermogen-
sopbouw/index.html (viewed 15 June 2018); see also: ING, “Meer uit uw geld halen”, no date, https://www.ing.nl/particulier/
beleggen/beginnen-met-beleggen/wat-levert-beleggen-op/index.html (viewed 15 June).

See for instance: ING, “Beleggen met Beheer”, no date, https://www.ing.nl/particulier/beleggen/beginnen-met-beleggen/
beleggen-met-beheer/index.html (viewed 15 June 2018).

This information can only be viewed as an ING customer, see: https://mijn.ing.nl/particulier/beleggen/#/online-intake/
starting-points (viewed 15 June 2018).

Information available for ING customers: https://mijn.ing.nl/particulier/beleggen/#/online-intake/approach (viewed 15 June
2018): in Dutch the risk profiles to choose from are: “zeer beperkt”, “beperkt”, “gemiddeld”, “groot”, “zeer groot”).
Information available for ING customers: https://mijn.ing.nl/particulier/beleggen/#/online-intake/approach?step=profile
(viewed 15 June 2018) : “zeer defensief”, “defensief”, “Neutraal”, “offensief”, “zeer offensief”.

Information available for ING customers: https://mijn.ing.nl/particulier/beleggen/#/online-intake/approach?step=strategy
(viewed 15 June 2018).
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What investment funds the bank includes per customers’ choice it manages is not publicly available
and could therefore not be subject of the research for this report.

ING'’s customers who choose the ‘sustainable investment’ strategy, are offered a selection of
‘sustainable investment funds’ that are listed on the website.'” Each of the funds provides financial
information such as past profitability. Research did not find a palm oil company that was selected for
this report in ING's selection of sustainable investment funds.

ING also has Dutch private banking customers'® who can outsource their investment management
to ING’s “vermogensbeheer”. Based on their investment profile identified with an ING investment
advisor (chosen from five financial risk profiles from very ‘defensive’ to very ‘offensive’), the

private banking customers can choose out of six investment strategies, including one called
sustainable investment strategy (“Beleggingsstrategie Index”, “Beleggingsstrategie Actueel”,
“Beleggingsstrategie Inkomen”, “Beleggingsstrategie Dynamiek”, “Beleggingsstrategie Comfort”,
“Beleggingsstrategie Duurzaam”).

4.2.2 Information to individual customers

No list of investment funds, except for the sustainable funds, was available on ING's website to
provide an insight into which investment funds ING chooses to invest in for its customers, and which
ones are used for each to the various investment choices, strategies and risks profiles as described
above. This means that a potential individual investor cannot screen the investment funds before
entering into an investment relationship with ING in the Netherlands.

The information about the companies whose shares are in the so-called ‘sustainable funds’ is limited
to 10 top investments by the fund, and an overview of the sectors of all companies in which the
fund invests. There is no information about the concrete and measurable sustainability impact of
the fund’s investments.

Once a customer decides to invest through ING's investment services, the bank provides on request
different financial and legal information documents about the investments, including the legally
compulsory key information documents (“Essentiéle Beleggersinformatie” (KID) regarding the
investment funds and “het Essentiéle-informatiedocument” (KIID) regarding the complex structured
retail products that can include company shares and investment funds)."""

109 Information available for ING customers: https://www.ing.nl/particulier/beleggen/duurzaam-beleggen/hoe-kunt-u-duurzaam-
beleggen.html (viewed 15 June2018): see “Wilt u zelf beleggen in duurzame fondsen?”.

110 ING Private Banking, “Beleggingsstrategieén”, https://www.ing.nl/privatebanking/producten-services/beleggen/beleggen-
met-beheer/strategieen.html (viewed 15 June 2018).

111 ING, "Algemene Voorwaarden Beleggen”, January 2018, p. 18, https://www.ing.nl/media/pdf_Algemene%20
Voorwaarden%20Beleggen%20janauri%202018_tcm162-135104.pdf (viewed 15 June 2018).
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Individual investors who are investing based on ING management investment services (“beheerd
beleggen”) receive''? a report at least once each quarter about the value and the composition of
their investments."® This report focuses particularly on information about the financial profitability
of the investments, as well as comparisons with other investments (a “benchmark”).’* The regular
reporting includes the “beleggingsaanbeveling”," i.e. the report with the list of all the different
investment funds ING has selected according to the customer’s profile choice. This regular report
does not include any information about the companies that the different investment funds are
investing in. Nor does it provide information about ESG performance of (the companies in) these
funds. ING investing customers also have access to the online ING monthly review (ING Maand-
bericht Beleggen) about investment news''¢, and information regarding sustainable investment

in general'"’.

According to one ING advisor, ING does not have the information about, nor does it assess, all the
companies that each of the investment funds offer for individual customers to invest in.""® The ING
investment team relies on information from paid financial asset managers and information providers,
including for sustainability aspects.”” No information is publicly available about sustainability criteria
or the social and environmental impact of the mainstream investment funds chosen for customers by
ING. This means that ING is responsible for selecting and managing investment funds for customers
without having itself a full oversight of the composition of the funds and the financial, and ESG, risks
of the companies included.

Individual customers are informed beforehand about the costs of the investment services that
differ by option and strategy. Customers have to pay a minimum service fee and transaction fees
or variable fees as a percentage of the money invested and according to the financial riskiness
of the investment (the riskier, the higher the fees). ' The costs paid to the bank are independent

112 ING, "Beleggen met Beheer"”, ibidem: As mentioned in the document of the agreement for “beheerd beleggen” between
ING and the retail customer: ING, “Overeenkomst Vermogensbeheer”, viewed 15 June 2018, (not available publicly online).

113 ING, "Overeenkomst Vermogen”, ibidem: "Wij verstrekken u minimaal één keer per kwartaal een overzicht van de waarde
en de samenstelling van uw Vermogen.”

114 Idem: "Wij vergelijken de resultaten van het door ons gevoerde Vermogensbeheer met de resultaten van de benchmarks
als opgenomen in uw Beleggingsplan.”

115 See for instance: ING Investment Office, “Beleggingsstrategie: Actueel — Offensief”, 30 April 2018 (not available online):
the mentioned top 10 companies in which the portfolio is invested, constitute 16.44 percent of the portfolio.

116 It is published monthly on the website: ING, “Beursnieuws”, https://www.ing.nl/particulier/beleggen/beursnieuws-en-actual-
iteit/index.html .

117 ING, “Duurzaam beleggen”, (many dates), https://www.ing.nl/particulier/beleggen/beursnieuws-en-actualiteit/duurzaam-
beleggen/duurzaam-beleggen.html ( viewed 15 June) .

118 Information from comversation with an ING advisor, with M. Vander Stichele, 4 June 2018.

119 ING Investment Office, “Het beleggingsbeleid van ING”, 2 January 2018, p. [3], https://www.ing.nl/media/ING_het-beleg-
gingsbeleid-van-ING_02012018_tcm162-83156.pdf (viewed 15 June 2018): such as Thomson Reuters Datastream,
Bloomberg and S&P Capital 1Q (which provides access to many research reports such as those from BNP Paribas Investment
Partners, NN IP, Robeco, Fidelity, BlackRock, Deutsche Bank, UBS, Morgan Stanley, J.P. Morgan, Citigroup and Goldman
Sachs); for sustainability aspects, Sustainalytics.

120 See amongst others: ING, “Tarieven van beleggen”, https://www.ing.nl/particulier/beleggen/kosten-van-beleggen/index.
html ; “Wat kost beleggen?”, https://www.ing.nl/particulier/beleggen/leren-beleggen/kosten-beleggen/index.html
(last viewed 30 September 2018).
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of the profits made by the customer. These fees are covering costs by the bank and a source
of income for the bank.'?'

4.2.3 Investment funds to Australian ING customers

As an illustration of how ING offers investment services worldwide through its subsidiaries abroad,
this report looked at the investment services offered by ING Australia. The research for this report
analysed the personal retirement provision (“superannuation” or “Living Super”) offered by ING
Australia.’? When investing in the retirement provision (“superannuation” or “Living Super”) the
customers of ING Australia can choose from a list of investment funds that is available on the bank's
website. None of the investment strategies and investment information made available relates

to sustainability strategies. Nor was there information about the risks from these funds related to
impacts on the environment, climate or society.

The online list of investment funds for the retirement provision, was used for analysis for this report
(see section 4.2.6.).

4.2.4 Investment funds with four highlighted palm oil companies

The investment services offered by ING in the Netherlands'® and in Australia’?* include investment
funds with shares in four palm oil companies that are highlighted in this report as an example of the
structural social and environmental problems in the palm oil production industry.

ING Netherlands

O In the Netherlands, ING offered eighteen (18) investment funds with shares in Wilmar Interna-
tional.

O The investment funds on offer by ING in the Netherlands included shares in different Salim
Group subsidiaries (First Pacific, Indofood Sukses Makmur, Indofood Agri Resources, Salim
[vomas Pratama and PT PP London Sumatra Indonesia).

m  First Pacific’s shares were included in sixteen (16) investment funds offered by ING in the
Netherlands

m  The shares in subsidiary Indofood Sukses Makmur were included in ten (10) investment funds
offered by ING in the Netherlands

121 ING, “Tarieven van beleggen”, ibidem: The costs of the fund managers are deduced from the profits of the investment funds
as mentioned in ING, “Kosten van fondsbeheerders” https://www.ing.nl/particulier/beleggen/beginnen-met-beleggen/
tarieven/kosten-van-de-fondsbeheerders/index.html (last viewed 30 September 2018).

122 ING (Australia), “Living Super”, no date, https://www.ing.com.au/superannuation/living-super.html (viewed 15 June 2018),
and ING (Australia), “Shares, ETFs and LICs”, no date, https://www.ing.com.au/superannuation/tips-hints-guides/shares-etfs-
lics.html (last viewed 30 September 2018).

123 The document “ING_bevoorschotting-fondsen_tcm162-40834" could be viewed on internet at https://www.ing.nl/media/
ING_bevoorschotting-fondsen_tecm162-40834.pdf until 15 May 2018 and was not available any more thereafter: it includes
information about the “bevoorschottingspercentage vanaf 3-11-2017".

124 The list was part of retirement services by: ING (Australia), “Living Super”, ibidem.
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m  Shares in Salim subsidiary Indofood Agri Resources were included in one (1) investment fund
offered by ING in the Netherlands
m  Shares in Salim lvomas Pratama were included in two (2) investment funds in the
Netherlands
m  Shares in Salim subsidiary PT PP London Sumatra Indonesia were included in two (2)
investment funds offered by ING in the Netherlands
O ING offered two (2) investment funds in the Netherlands with shares of First Resources.
O In the Netherlands, ING offered nineteen (19) investment funds with shares in Golden Agri-
Resources.

Table 3 Shares of highlighted palm oil companies in investment funds offered by
ING Netherlands

BlackRock Global Allocation First Pacific VanEck Vectors Indonesia DB X-Trackers MSCI World
Fund, Inc. Index ETF Index UCITS ETF

DB X-Trackers MSCI World DB X-Trackers MSCI World Vanguard Global Small-Cap db x-trackers MSC| World
Index UCITS ETF Index UCITS ETF Index Fund Index UCITS ETF (DR)

db x-trackers MSCI World
Index UCITS ETF (DR)

HSBC MSCI Pacific ex Japan
UCITS ETF

iShares MSCI Pacific ex Japan
UCITS ETF (Acc)

SNS Azie Aandelenfonds

Hof Hoorneman China Value
Fund

HSBC MSCI Pacific ex Japan
UCITS ETF

iShares MSCI Pacific ex Japan
UCITS ETF (Acc)

SNS Azie Aandelenfonds

HSBC MSCI Pacific ex Japan
UCITS ETF

iShares MSCI Pacific ex Japan
UCITS ETF (Acc)

Robeco Asia-Pacific Equities

Robeco Emerging Markets
Equities

SNS Profiel Geel

SNS Profiel Geel

SNS Azie Aandelenfonds

SNS Profiel Oranje

SNS Profiel Oranje

SNS Profiel Geel

SNS Profiel Paars

SNS Profiel Paars

SNS Profiel Oranje

SNS Profiel Rood

SNS Profiel Rood

SNS Profiel Paars

UBS ETF MSCI Pacific
(ex Japan) UCITS ETF

SPDR MSCI World Financials
UCITS ETF

SNS Profiel Rood

UBS ETF MSCI World UCITS
ETF

UBS ETF MSCI Pacific (ex
Japan) UCITS ETF

UBS ETF MSCI Pacific
(ex Japan) UCITS ETF

UBS ETF MSCI Pacific (ex
Japan) UCITS ETF

UBS ETF MSCI World UCITS
ETF

UBS ETF MSCI World UCITS
ETF

UBS ETF MSCI World UCITS
ETF

VanEck Vectors Indonesia
Index ETF

VanEck Vectors Africa Index
ETF

VanEck Vectors Agribusiness
ETF

Vanguard FTSE All-World
UCITS ETF

VanEck Vectors Agribusiness
ETF

continued on the next page ©
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Vanguard FTSE All-World Vanguard Global Stock Index VanEck Vectors Indonesia
UCITS ETF Fund Index ETF
Vanguard Global Stock Index ~ Vanguard Pacific Ex-Japan Vanguard FTSE All-World
Fund Stock Index Fund UCITS ETF
Vanguard Pacific Ex-Japan Indofood Sukses Makmur Vanguard Global Stock Index
Stock Index Fund Fund
iShares Core MSCI Emerging Vanguard Pacific Ex-Japan
Markets ETF Stock Index Fund

iShares MSCI ACWI ETF

iShares MSCI EM Asia UCITS
ETF

iShares MSCI Emerging
Markets ETF

iShares MSCI Indonesia ETF
PARVEST Equity Indonesia
Pictet-Emerging Markets Index

VanEck Vectors Indonesia
Index ETF

Vanguard FTSE All-World
UCITS ETF

Vanguard FTSE Emerging
Markets UCITS ETF

Indofood Agri Resources

Vanguard Global Small-Cap
Index Fund

Salim Ivomas Pratama

iShares Core MSC| Emerging
Markets ETF

iShares MSCI Indonesia ETF
PT PP London Sumatra
iShares Core MSCI Emerging

Markets ETF
iShares MSCI Indonesia ETF
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O ING Australia offered at least six (6) investment funds with shares in Wilmar International

O The investment funds on offer by ING Australia included shares in different Salim Group subsidi-
aries (First Pacific, Indofood Sukses Makmur, Indofood Agri Resources, Salim lvomas Pratama
and PT PP London Sumatra Indonesia) as follows.
m  First Pacific's shares were included in five (5) investment funds offered in Australia.
m  The shares in subsidiary Indofood Sukses Makmur were included in four (4) investment funds

offered in Australia.
m  Shares in Salim Ivomas Pratama were included in one (1) investment fund offered by ING

Australia

m  Shares in Salim subsidiary PT PP London Sumatra Indonesia were included in, and one (1)
investment fund offered in Australia.

O ING Australia offered one (1) investment fund with shares in First Resources.

O ING Australia offered four (4) investment funds with shares in Golden Agri-Resources.

Table 4 Shares of highlighted palm oil companies in investment funds offered by ING Australia

iShares Edge MSCI World
Minimum Volatility ETF

iShares Edge MSCI World
Multifactor ETF

iShares MSCI EAFE ETF

UBS 1Q MSCI World ex
Australia Ethical ETF

Vanguard FTSE Asia Ex-Japan
Shares Index ETF

Vanguard MSCI Index Interna-
tional Shares ETF

First Pacific

iShares Edge MSCI World
Multifactor ETF

iShares MSCI EAFE ETF
iShares MSCI Hong Kong ETF

Vanguard FTSE Asia Ex-Japan
Shares Index ETF

Vanguard MSCI Index Interna-
tional Shares ETF

Indofood Sukses Makmur

iShares MSCI Emerging
Markets ETF

SPDR S&P Emerging Markets

Vanguard FTSE Asia Ex-Japan
Shares Index ETF

Vanguard FTSE Emerging
Markets Shares ETF AUD

Salim lvomas Pratama

Vanguard FTSE Emerging
Markets Shares ETF AUD

PT PP London Sumatra

Vanguard FTSE Emerging
Markets Shares ETF AUD

Betashares Global Agriculture
ETF-Currency Hedged

Betashares Global Agriculture
ETF-Currency Hedged

iShares MSCI EAFE ETF

Vanguard FTSE Asia Ex-Japan
Shares Index ETF

Vanguard MSCI Index Interna-
tional Shares ETF
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4.2.5 Full list of investment funds with palm oil company shares to Dutch

customers

For this report, the research screened an ING list with various investment assets that include the
pool of investment funds from which ING selects its various investment services. The ING list of
investment assets (“ING bevoorschotting fondsen”, dated 3 November 2017)'? is not a list that

ING normally and transparently puts on its website but was available on the internet until 15 May
2018. This list had to be used for this research since ING does not reveal which funds are part of
its investment services to individual customers before entering into an investment relationship with
ING (except when opting for ‘sustainable’ investment funds).

An analysis of this list provides an insight into how far shares of the 81 palm oil companies selected
for this report are part of the investment portfolio that ING offers to both the ING customers who
decide themselves what to invest in, and those who require ING to manage their investments.

The screened list reveals that ING used eighty-five (85) investment funds for its investment services
offered in the Netherlands, which include shares in palm oil companies selected for this report.

Funds offered by ING in the Netherlands and identified as including shares in selected

palm oil companies’?

Aberdeen World Equity Fund

ABN AMRO Multi Manager Profile 3

Amundi ETF MSCI Japan UCITS ETF DR
BlackRock Asian Dragon Fund

BlackRock Global Allocation Fund, Inc.

BNP Paribas Asia Pacific High Income Equity Fund
Carmignac Emergents

DB Platinum CROCI Sectors Fund

DB X-Trackers MSCI World Index UCITS ETF

db x-trackers MSCI World Index UCITS ETF (DR)
db x-trackers Nikkei 225 UCITS ETF (DR)
Deutsche Invest | Top Asia

First Eagle Amundi International Fund

Goldman Sachs N-11 Equity Fund

Hof Hoorneman China Value Fund

HSBC Japan Index Fund

HSBC MSCI Pacific ex Japan UCITS ETF
INVESCO Asia Balanced Fund

Investec Global Strategic Equity Fund
iShares Core MSCI Emerging Markets ETF
iShares Global Materials ETF

iShares MSCI ACWI ETF

iShares MSCI EM Asia UCITS ETF
iShares MSCI Emerging Markets ETF
iShares MSCI EMU UCITS ETF

iShares MSCI Europe ex-UK UCITS ETF
iShares MSCI Europe UCITS ETF (Acc)
iShares MSCI Europe UCITS ETF (Inc)
iShares MSCI Eurozone ETF

iShares MSCI France ETF

iShares MSCI France UCITS ETF

iShares MSCI Indonesia ETF

125

126

The document “ING_bevoorschotting-fondsen_tcm162-40834.pdf", dated 3 November 2017, could be viewed by SOMO
on the internet via a search engine at https://www.ing.nl/media/ING_bevoorschotting-fondsen_tcm162-40834.pdf until

15 May 2018 and was not available any more thereafter: it only mentions “bevoorschottingspercentage vanaf 3-11-2017".

See also Methodology (Chapter 2): Based on screening of investment funds that include shares in the palm oil companies
through database consulted between 5 and 19 April 2018, and on “ING_bevoorschotting-fondsen_tcm162-40834.pdf”,
3 November 2017, https://www.ing.nl/media/ING_bevoorschotting-fondsen_tcm162-40834.pdf (viewed until 15 May (2018).
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iShares MSCI Japan B UCITS ETF (Acc)
iShares MSCI Japan ETF

iShares MSCI Japan EUR Hedged UCITS ETF
iShares MSCI Korea UCITS ETF

iShares MSCI Malaysia ETF

iShares MSCI Pacific ex Japan UCITS ETF (Acc)
iShares MSCI World ETF

iShares Nikkei 225 UCITS ETF

JOHCM Global Select Fund

JPMorgan Asia Growth Fund

JPMorgan Emerging Markets Equity Fund
Kempen Global High Dividend Fund N.V.R
Parvest Equity High Dividend Pacific
PARVEST Equity Indonesia
Pictet-Emerging Markets Index
Pictet-Global Megatrend Selection-P EUR
Robeco Asia-Pacific Equities

Robeco BP Global Premium Equities
Robeco Emerging Markets Equities
Robeco Emerging Stars Equities

Robeco Global Conservative Equities Fund
SNS Azie Aandelenfonds

SNS Optimaal Blauw

SNS Optimaal Geel

SNS Optimaal Oranje

SNS Optimaal Paars

SNS Optimaal Rood

SNS Profiel Geel

SNS Profiel Oranje

SNS Profiel Paars

SNS Profiel Rood

SNS Wereld Aandelenfonds

SPDR MSCI ACWI IMI ETF

SPDR MSCI World Financials UCITS ETF
SPDR MSCI World Industrials UCITS ETF
Templeton Asian Growth Fund

UBS ETF MSCI Japan UCITS ETF

UBS ETF MSCI Pacific (ex Japan) UCITS ETF
UBS ETF MSCI World UCITS ETF

VanEck Vectors Africa Index ETF

VanEck Vectors Agribusiness ETF

VanEck Vectors Indonesia Index ETF

VanEck Vectors Vietnam ETF

Vanguard FTSE All-World UCITS ETF
Vanguard FTSE Developed Europe UCITS ETF
Vanguard FTSE Emerging Markets UCITS ETF
Vanguard FTSE Japan UCITS ETF

Vanguard Global Small-Cap Index Fund
Vanguard Global Stock Index Fund
Vanguard Japan Stock Index Fund
Vanguard Pacific Ex-Japan Stock Index Fund
Vanguard SRI Global Stock Fund

Voya Global Equity Dividend Fund

4.2.6 List of Investment funds offered to Australian ING customers

In Australia', ING investment services offer to individual customers who want to invest in a personal

retirement provision (“superannuation” or “Living Super”) an online choice of investment funds.'?®
This report identified sixteen (16) investment funds that ING Australia offered to its customers, and

include shares in the selected palm oil companies.’®

127 ING (Australia), “Living Super”, ibidem.

128 ING Bank (Australia), ‘Shares, ETFs and LICs"”, 1 September 2017, https://www.ing.com.au/pdf/superannuation/Shares_ETFs_

LICs.pdf (viewed 14 May 2018 and 15 June 2018).

129 The identification of which palm oil companies were invested in which funds was carried out from 5 to 19 April 2018,

as described in the Methodology (Chapter 2).
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Funds offered for superannuation by ING Australia and identified as containing shares
of selected palm oil companies

Betashares Global Agriculture ETF-Currency Hedged SPDR S&P Emerging Markets

iShares Asia 50 ETF UBS 1Q MSCI Asia APEX 50 Ethical ETF

iShares Edge MSCI World Minimum Volatility ETF UBS 1Q MSCI Europe Ethical ETF

iShares Edge MSCI World Multifactor ETF UBS 1Q MSCI Japan Ethical ETF

iShares MSCI EAFE ETF UBS 1Q MSCI World ex Australia Ethical ETF
iShares MSCI Emerging Markets ETF Vanguard FTSE Asia Ex-Japan Shares Index ETF
iShares MSCI Hong Kong ETF Vanguard FTSE Emerging Markets Shares ETF AUD
iShares MSCI Japan ETF Vanguard MSCI Index International Shares ETF

According to ING, the inclusion of companies that are invested in the funds offered through
investment management services in non-Dutch subsidiaries change continuously because these are
managed to have volatile (i.e. changing) portfolios' in order to provide maximum financial return.

4.2.7 Focus on some particular investment funds to Dutch and Australian
customers

For this report, the research was able to gain an insight into the investment funds that ING selects
and manages for some of the different investment strategies. One fund that was being managed
for Dutch customers under the investment strategy “index” with the profile ‘offensive’ on 30 April
2018"", as well as under the investment profile ‘neutral’ on 4 July 2018'%?, was the investment fund
“Vanguard Pacific Ex-Japan Stock Index Fund”.

This Vanguard Pacific Ex-Japan Stock Index Fund included shares in four (4) palm oil companies
selected for this report:

O Wilmar International

O First Pacific

O Golden Agri-Resources

O Jardine Matheson Holdings

To give a better insight into how the retirement investment services offered by ING Australia include
shares in selected palm oil companies, research for this report screened the investment funds on
offer to ING Australia customers in May 2018. The research found that the investment fund iShares
MSCI Emerging Markets ETF included shares in thirteen (13) of the palm oil companies selected for

130 llssue Manager - ING Sustainability, ING comment on review document of draft SOMO research results, email, 9 July 2018.
131 ING Investment Office, “Beleggingsstrategie Index — Rendementstoelichting”, 10 May 2018 (not available on line): relates
to “beleggingsprofiel Offensief” .
132 ING Investment Office, Beleggingsstrategie Index — Rendementstoelichting, 4 July 2018 (not available on line): relates
to "beleggingsprofiel Neutraal”.
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this report. The investment fund iShares MSCI EAFE ETF included six (6) shares in selected palm oil
companies, and UBS 1Q MSCI Japan Ethical ETF included one (1) selected palm oil company shares.

Investment funds offered for the retirement (“superannuation”) service by ING Australia and
identified as containing shares in selected palm oil companies’s?
iShares MSCI Emerging Markets ETF

Astra International Ol Corporation

Felda Global Ventures Kuala Lumpur Kepong
Genting Bhd POSCO

Genting Plantations POSCO Daewoo

Hap Seng Consolidated Sime Darby

IJM Corporation Sime Darby Plantation

Indofood Sukses Makmur

Investment funds offered for the retirement (“superannuation”) service by ING Australia and
identified as including shares in selected palm oil companies'*
iShares MSCI EAFE ETF

Bollore SA

First Pacific

Golden Agri-Resources
Itochu Corp

Jardine Matheson Holdings

Wilmar International

Investment funds offered for the superannuation service by ING Australia and identified as
containing shares in selected palm oil companies'*
UBS IQ MSCI Japan Ethical ETF

Itochu Corp

133 See above for the list of investment funds used.
134 See above for the list of investment funds used.

135 See above for the list of investment funds used.
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4.2.8 Sustainable investment policy of ING

General sustainability policy

ING'’s general sustainability policy is included in many sustainability documents'® and related to
various aspects of the bank’s financial activities in the different areas and sectors in which it operates.
ING often states that all services are subject to its sustainability policy as described in these sustain-
ability documents.’?’

However, not all of the sustainability policies apply to ING's investment services. Under ING's
environmental and social risk policy (ESR policy)'®, the Policy for Forestry and Agro-commodities
sector only “applies to all products and services offered by ING to entities operating in the forestry
and agro-commodities sector”.'® This basically means that the Policy for Forestry and Agro-
commodities, which includes the palm oil sector, applies only to financing (loans etc..) offered to
clients —i.e. the companies, in that sector. This Policy for Forestry and Agro-commodities does not
apply to the investment services.

Investment services policy

ING's overall investment policy can be deduced from the ING document about its investment policy
("beleggingsbeleid”),*® the monthly newsletter (ING Maandbericht Beleggen)™' and monthly
reporting for each of the investment strategies.'* Sustainability issues and reports are covered in
the information about sustainable investment in general and sustainability options.'

ING formulates its objective as an optimal balance between financial risk of losses and profit for its
customers, while balancing the return, risks and costs.’ The risk assessment is outsourced to data-
and software services. The companies whose shares are selected for the investment funds, and the

136 See for instance information available on the ING webpages: https://www.ing.nl/de-ing/over-de-ing/duurzaam-ondernemen/
onze-standpunten/onze_standpunten.html; https://www.ing.com/ING-in-Society/Sustainability/Our-Stance.htm;
https://www.ing.com/ING-in-society/Sustainability/Our-Stance/Human-rights.htm; https://www.ing.nl/de-ing/over-de-ing/
duurzaam-ondernemen/onze-standpunten/palmolie/index.html; https://www.ing.nl/de-ing/over-de-ing/duurzaam-
ondernemen/duurzaam-bankieren/index.html; https://www.ing.nl/de-ing/over-de-ing/duurzaam-ondernemen/index.html;
https://www.ing.com/ING-in-society/Sustainability/Sustainable-business/Environmental-and-social-risk-policies.htm;
https://www.ing.com/ING-in-society/Sustainability/The-world-around-us-1.htm ((re)viewed on 15 June 2018).

137 Ibidem.

138 ING, “ING environmental and social risk framework”, ibidem.

139 Idem, p. 22.

140 ING Investment Office, “Het beleggingsbeleid van ING”, 2 January 2018, p. [5], https://www.ing.nl/media/ING_het-beleg-
gingsbeleid-van-ING_02012018_tcm162-83156.pdf (viewed 15 June 20198).

141 Itis published on the website: ING, “Beursnieuws”, https://www.ing.nl/particulier/beleggen/beursnieuws-en-actualiteit/
index.html .

142 See for instance: ING Investment Office, “Beleggingsstrategie Actueel - Rendementstoelichting”, 9 May 2018, (not available
online).

143 ING, "Duurzaam beleggen”, ibidem.

144 ING Investment Office, “Het beleggingsbeleid van ING”, ibidem, p. [4].

145 Idem: FactSet, Morningstar and Bloomberg are used.
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management of the funds, is left to outside fund managers.' ING mainstream investment services
do very little to no screening of the companies involved in the funds. It is unlikely that ING applies
its environmental procurement policy to the outside fund managers and outsourced specialised risk
assessment services. No information was found within the scope of this report about what conditions
and criteria are included in the contracts between ING and fund managers or specialised financial
services providers of mainstream investment funds.

Sustainability policy for investment services

Regarding sustainability aspects of investment services, ING maintains that its ESR policies “are
applicable to all of our products and services”, including “corporate loans, project finance,
investments for own account (e.g. bonds issuance), and asset management/private banking
services worldwide”."” Nonetheless, “the approach and scope of application differs based on

the nature of the service provided.”'* “In some cases (such as non-lending or retail services), the
application of the ESR Framework might be more simplified but will follow the rational inherent

in the ESR Framework"”.'*® For mainstream investment services, the basic stated policy is that ING
excludes restricted companies from the investment options for all ING investing customers in the
Netherlands, including for those experienced investors who make their own investment decisions.
Tobacco companies, cluster munition companies, companies that breach the Global Compact and
other restricted companies are excluded when investment management services are provided by
ING according to an ING spokesperson.'®

For those customers who opt to invest in ING's ‘sustainable’ investment funds rather than
mainstream investment funds, stricter sustainability criteria and more limitations apply as designed
by ING and explained on the company’s website.”" Individual customers who decide themselves to
invest in sustainable investment funds offered by ING have information about ING's sustainability
criteria via its website. Specific information about the effective social and/or environmental impact
of the investment funds was not available at the time of writing.>?

146 They include BlackRock and Vanguard, BNP Paribas Investment Partners, NN [P, Robeco, Fidelity, Deutsche Bank, UBS, which
create and provide investment funds that ING offers.

147 ING, "Our stance”, ibidem: Note that the following quote has been removed from the ING website after the document to
review the draft research results was submitted to ING: “[o]ne thing is for sure: the investments of ING comply with our norms
for social and environmental policies”. These social and environmental policies refer to the ING environmental and social risk
policies (ESR policies) that “are applicable to all of our products and services, including corporate loans, project finance,
investments for own account (e.g. bonds issuance), and asset management/private banking services worldwide”.

148 ING, "ING environmental and social risk framework”, ibidem, p. 4, idem.

149 ING, "ING environmental and social risk framework”, ibidem, p. 4.

150 Idem, p. 8, idem.

151 ING, "Hoe beleg je duurzaam”, no date, https://www.ing.nl/particulier/beleggen/duurzaam-beleggen/hoe-kunt-u-duurzaam-
beleggen.html (viewed 15 June 2018); ING, “Maak het verschil Start met duurzaam beleggen”, no date, https://www.ing.nl/
particulier/beleggen/duurzaam-beleggen/index.html (last viewed 30 September 2018): the website is regularly being updated.

152 ING, “Hoe beleg je duurzaam”, ibidem: click on list of “duurzame fondsen”: each of the funds provides information about
the top ten companies in which the fund invests in and in what activities the fund invests in, but not about concrete social

and environmental or climate impacts that can be measured.
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“All ING Bank entities, representative offices and companies that are under ING control are bound
to uphold ING policies in all countries where ING does business”'3, including Australia.

4.2.9 Conclusion

From the pool of investment funds used for ING's investment services in the Netherlands, eighty-five
(85) investment funds contained shares in the palm oil companies selected for this research. ING
Australia’s retirement services included sixteen (16) investment funds with shares in selected palm

oil companies. The report exposes that the investment services for individual customers in the
Netherlands and in Australia included a range of investment funds with shares in four highlighted
palm oil companies that have a record of misconduct. This report has identified that a sample of
investment funds used in the investment services that ING offers in the Netherlands and Australia
included shares in at least 21 of the 81 palm oil companies selected for this report.

ING investment services are not transparent to potential individual investors regarding which
investment funds are included in the ING investment management services in the Netherlands.
This means that ING has a responsibility for the selection of the investment funds on offer, as

well as for managing the investments for its customers after investing. Once investing, individual
investors receive regular reports that list the investment funds. However, the information is limited,
with a focus on the profitability of the funds. Hardly any information is provided in these reports
about the companies that are included in the investment funds. No information is provided about
the sustainability impact of (the companies in) the mainstream investment funds. The exceptions
are the investment funds offered online, which are categorised as ‘sustainable’ and subject to
publicly available sustainability criteria, as designed by the bank. They do not have ESG impact
assessments. The investment services for retirement offered by ING Australia list online which
investment funds can be chosen by customers, with no sustainability information available.

Overall, ING investment services focus on the best return on investment while taking into
account the financial risks the customer can or is willing to take. ING investment services do no
screening of the individual companies involved in the mainstream investment funds and rely on
the fund managers to do this. No information was found within the scope of this report regarding
what sustainability criteria are included in the contracts between ING with the outside fund
managers. The environmental and social risk policy and specifically the Policy for Forestry and
Agro-commaodities, which includes the palm oil sector, is only applicable to financing (loans etc.)
to palm oil companies. In other words, ING does not have a palm oil policy that is applied to the
investment funds that are part of the mainstream investment services for ING's customers either
in the Netherlands or in Australia.

The sustainability policy applied for the mainstream investment services by ING is limited to
excluding a series of companies, such as those that breach the UN'’s Global Compact or are in
controversial sectors (e.g. tobacco). This means that ING has an important responsibility regarding
how the investment funds are included in the bank’s investment services and therefore also to know

153 ING, “Our Stance”, ibidem.
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what social and environmental impact any investment in those funds might have. However, given
the bank’s very limited sustainability policies or ESG criteria applied to its investment management
services, it has low-quality instruments to take responsibility for the sustainable impact of its
mainstream investment services.

4.3 Rabobank investment services

The analysis of Rabobank’s investment services only covers the Netherlands. Rabobank does not
offer these services to its subsidiaries abroad.

4.3.1 Investment services to individual customers

Dutch individual and private banking investment customers of Rabobank can opt for the following
two kind of investment services that relate to investment funds:

O The bank as broker (“zelf beleggen”)'*: Experienced customers decide themselves what to
invest in based on what Rabobank offers, including a list of funds selected by Rabobank, called
" Assortiment Beleggingsfondsen & Trackers (ETF)” (dated 1 August 2017)."%

Rabobank is responsible for selecting the investment funds from which the customers can chose
and decide to invest in. The list “Assortiment Beleggingsfondsen & Trackers (ETF)” was used for
the research of this report (see section 4.3.4.).

O The bank as investment manager (“beheerd beleggen”)': Customers outsource their
investment to Rabobank’s investment advice and management services.' The bank provides
different options and advises customers from which different strategies to choose from: “Rabo
Beheerd Beleggen Basis”, “Rabo Beheerd Beleggen Actief”."® Customers can also opt for
a ‘sustainable investment’ strategy, “Rabo Beheerd Beleggen Actief Duurzaam”, which includes
investing in investment funds based on Rabobank’s sustainability principles that are broadly
explained on the banks’ website.'?

154 Rabobank, “Beleggen in beleggingsfondsen”, no date, https://www.rabobank.nl/particulieren/beleggen/rabo-zelf-beleggen/
beleggingsfondsen/ (viewed 8 June and 15 June 2018).

155 Rabobank, “Assortiment Beleggingsfondsen & Trackers (ETF)”, 1 August 2017, https://www.rabobank.nl/images/assortiment-
beleggingsfondsen_29764095.pdf (viewed and reviewed for screening between February and 15 June 2018).

156 Rabobank, “Rabo Beheerd Beleggen”, no date, https://www.rabobank.nl/particulieren/beleggen/rabo-beheerd-beleggen/
(viewed 8 June and 15 June 2018).

157 See also: Rabobank, “Beleggingsvormen”, no date, https://www.rabobank.nl/particulieren/beleggen/beleggingsvormen/
(viewed 8 June and 15 June 2018).

158 Idem: when viewed again on 18 September 2018, the presentation of the investment choices “Rabo Toekomst” and
“Individueel Vermogensbeheer” did not appear directly any more.

159 Rabobank, “Rabo Beheerd Beleggen Actief Duurzaam”, no date, https://www.rabobank.nl/particulieren/beleggen/rabo-
beheerd-beleggen/rabo-beheerd-beleggen-actief-duurzaam/ (viewed 8 June 2018, reviewed