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Generali Asset Management’s ESG team presents their exclusive monthly sector analysis, which
includes a detailed overview of ESG risks and opportunities alongside the sector’s macro trends, plus
a summary of the most significant industry news worldwide of the month.

CONSUMER STAPLES — ESG RISKS & OPPORTUNITIES

e Exposure to climate transition and physical risks, as well as deforestation, biodiversity loss, and plastic pollution, is
increasing costs related to capital expenditure, compliance, and supply chain restructuring and raising regulatory and
litigation risks.

e Product safety and quality risks remain high, with exposure to recalls, litigation, and reputational damage. Human rights
issues in global supply chains, such as child labour and poor working conditions, require stronger traceability and
compliance systems.

e Governance weaknesses, including corruption, unethical sourcing, and insufficient compliance, can result in fines,
reputational damage, and restricted market access, particularly given complex global supply chains.

e ESG opportunities are driven by next-generation products (e.g. alternative proteins and reduced-risk tobacco), shifting
consumer preferences toward more sustainable and healthier options, and the adoption of digital and Al technologies,
supporting innovation and efficiency gains.

CONSUMER STAPLES — MACRO TRENDS

e  (Global population growth to 9-11 billion by 2050 is expected to significantly increase food demand, while the EU targets
a 10% reduction in food waste during processing/manufacturing and 30% at retail/consumption by 2030.

e Digitization and Al adoption are accelerating alongside urbanization, with 75% of the global population expected to
have internet access by 2030, supporting data-driven consumption and supply chain optimization.

e Innovations in food systems will be critical to ensuring sustainable production, reshaping the agrifood landscape in
response to rising consumer demand for health and environmental sustainability.

ﬂ)ur Partner for Progress.



CHART OF THE MONTH

Average overall FSI scores and scores by pillar, under different warming pathways
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Source: IIED (Institutional Institute for Environment and Development), March 2026

In the news this month

ESG NEWS MONITORING

BP (Integrated O&G | GB) - BP has removed chair Albert
Manifold less than a year after his appointment over governance,
oversight, and conduct concerns, amid reports of board tensions
over his leadership style and interactions. The move adds to
ongoing instability at BP, following multiple leadership changes,
investor pressure, and recent organisational restructuring under
new CEO Meg O’Neill. Financial Times

Nordea Bank (Banks | Fl) — Nordea has updated its defence
sector guidelines to allow greater investment flexibility, including
permitting exposure to nuclear weapons only for NATO-related
systems and supporting areas such as drones and surveillance
technology when responsibly developed. The framework
shifts away from strict exclusions toward a more nuanced,
case-by-case approach, reflecting an effort to balance
sustainability principles with evolving geopolitical and security
considerations. Nordea

Deutsche Bank (Investment Banking & Brokerage | DE) -
Deutsche Bank has delayed the implementation of its coal
financing restrictions, extending the deadline for existing clients
to present credible transition plans and reduce thermal coal
exposure below 50% from 2025 to 2027. While transition plans
remain a prerequisite for new clients and financing of new or
expanded coal projects continues to be prohibited, the revised
timeline reflects the bank’s effort to remain aligned with an
evolving regulatory environment while positioning itself as a
transition partner. Deutsche Bank
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Rising temperatures are weakening food security and
are expected to worsen it further, with the Food Security
Index (FSI)—which measures access to sufficient, safe,
and nutritious food across availability, affordability,
utilisation, and stability—declining across all scenarios
and reaching its lowest levels under +4°C warming.
Impacts are most severe in accessibility and utilisation,
driven by lower crop yields (e.g. ~6% wheat loss per
+1°C) and climate extremes. As a result, 8-80 million
additional people could face hunger by mid-century,
with risks concentrated in vulnerable regions.

&

World - Developed countries provided a record $136.7 billion in
climate finance in 2024, up 3% from 2023, supporting clean energy
and adaptation efforts while extending their $100 billion annual
commitment first met in 2022. Countries now aim to reach $300
billion annually by 2035, though future totals may be affected by
U.S. contributions, and current UN rules exclude major economies
like China from the count. Reuters

EU - The European Commission is considering stricter measures
to limit minors’ access to social media, citing evidence of negative
mental health impacts linked to addictive platform design and
harmful content exposure. While existing regulation already targets
platform accountability, proposed measures include a minimum
age requirement and stronger age-verification tools, signalling a
potential shift toward restricting younger users’ access to better
protect them in the digital environment. EC

UK - The UK has announced a ban on new North Sea oil and
gas drilling licences while introducing a future sliding tax system
to balance climate goals with investor stability and energy security.
The move reflects an attempt to manage the transition to net zero
without major economic disruption, drawing mixed reactions from
unions, industry, and environmental groups. London Daily

US - The SEC has formally proposed scrapping its 2024 climate
disclosure rules, marking a significant rollback of mandatory climate
reporting requirements for listed companies. The agency argues
that such disclosures exceed its mandate and impose excessive
costs, reaffirming a return to a stricter materiality-based approach.
The move highlights growing regulatory divergence between the
US and Europe and is likely to face legal challenges. ESG Today
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http://Financial Times
https://www.nordea.com/en/doc/nordea-sector-guideline-for-defence-industries-may-2026.pdf
https://www.db.com/news/detail/20260506-sustainability-deutsche-bank-sets-new-implementation-timeline-for-its-thermal-coal-guideline?language_id=1
https://www.reuters.com/legal/litigation/wealthy-countries-climate-finance-hit-record-high-2024-oecd-says-2026-05-21/
https://ec.europa.eu/commission/presscorner/detail/en/speech_26_1060
https://londondaily.com/uk-government-confirms-ban-on-new-north-sea-drilling-licences-amid-energy-transition-plans
https://www.esgtoday.com/sec-launches-formal-process-to-rescind-corporate-climate-reporting-rules/
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REGULATION

EU Deforestation Regulation (EUDR) - The European
Commission has confirmed that the EUDR will proceed largely
unchanged, while introducing targeted simplifications estimated
to reduce compliance costs by ~75%, mainly benefiting smaller
operators. Notably, the review exempts leather products from
the regulation’s scope, while maintaining strict due-diligence
requirements for key commodities linked to deforestation. The
move reflects a shift toward more pragmatic implementation
without delaying timelines, with the regulation set to apply from
end-2026 for large companies. ESG Today

Sustainable Finance Disclosure Regulation (SFDR) - The
European Parliament is pushing for stricter and more prescriptive
reforms of the SFDR compared to the European Commission’s
original  proposal, aiming to strengthen transparency,
comparability, and anti-greenwashing safeguards. The draft
introduces mandatory PAl disclosures across all product
categories, enhanced engagement transparency, and higher
minimum standards while maintaining the three-tier classification
system. The proposal signals a clear shift toward more
demanding disclosure and investment requirements, although
it may also increase constraints for market participants. ESG
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EXTERNAL REPORTS

Morningstar — Global sustainable funds returned to net inflows in
Q1 2026, gathering an estimated $3.5 billion after outflows in the
previous quarter, mainly driven by a recovery in Europe. European
sustainable funds attracted $9.1 billion, helped by strong passive
inflows, while US sustainable funds remained under pressure,
posting their 14th consecutive quarter of outflows at $4.3 billion.
Despite the improvement in flows, total sustainable fund assets
fell around 10% to $3.51 ftrillion due to market volatility, and
product launches dropped to just 17 globally, pointing to still fragile
momentum amid political backlash and geopolitical uncertainty.
Since the end of 2018, global sustainable fund assets have grown
nearly sixfold from $600 billion. Global Sustainable Fund Flows: Q1
2026

Copernicus — Europe experienced its second most severe
heatwave on record, with widespread temperature anomalies,
record ocean warming, and unprecedented wildfire activity. At the
same time, glaciers continued to shrink and snow cover reached
near-record lows, highlighting the accelerating physical impacts of
climate change across multiple systems. While regional hydrological
patterns remained mixed, the overall trend points to increasing
frequency and intensity of extreme climate events, reinforcing the
growing materiality of physical climate risks for both economies
and financial markets. European State of Climate 2025 Report

THE ESG TEAM AT GENERALI ASSET MANAGEMENT

Our ESG team is comprised of 15 specialists who sit at the intersection of ESG analysis and research, and active engagement.

The team is structured around two key pillars — analytical coverage of ESG risks and opportunities from an investment point
of view, and a tailor-made client service, designed to respond to investor needs and sustainability mandates.

This dual focus allows the team to integrate ESG factors at every stage of decision-making, translating thematic research,
engagement inputs and quantitative filters into concrete investment actions.

From sources within and outside of the Generali Group. While such information is believed to be reliable for the purposes used herein, no representation or warranty, expressed or implied, is made that such
information or opinions are accurate or complete. The information, opinions estimates and forecasts expressed in this document are as of the date of this publication and represent only the judgment of Generali
Asset Management S.p.A. Societa di gestione del risparmio and may be subject to any change without notification. It shall not be considered as an explicit or implicit recommendation of investment strategy or as
investment advice. Before subscribing an offer of investment services, each potential client shall be given every document provided by the regulations in force from time to time, documents to be carefully read by
the client before making any investment choice. Generali Asset Management S.p.A. Societa di gestione del risparmio may have taken or, and may in the future take, investment decisions for the portfolios it manages
which are contrary to the views expressed herein provided. Generali Asset Management S.p.A. Societa di gestione del risparmio relieves itself from any responsibility concerning mistakes or omissions and shall
not be considered responsible in case of possible damages or losses related to the improper use of the information herein provided. It is recommended to look over

the regulation, available on our website www.generali-am.com. Generali Investments is part of the Generali Group which was established in 1831 in Trieste
as Assicurazioni Generali Austro Italiche. Generali Investments is a commercial brand including, inter alia, Generali Asset Management S.p.A. Societa di
gestione del risparmio, and Generali Investments Holding S.p.A. “Only publicly available ESG research are considered.

Part of

:{ﬁ GENERALI

EIIr>2h INVESTMENTS


https://www.esgtoday.com/eu-commission-says-simplification-of-eudr-deforestation-law-will-cut-costs-for-companies-by-75/
https://www.esgtoday.com/eu-parliament-sfdr-draft-proposes-tougher-esg-fund-labelling-rules/
https://www.esgtoday.com/eu-parliament-sfdr-draft-proposes-tougher-esg-fund-labelling-rules/
https://assets.contentstack.io/v3/assets/blt9415ea4cc4157833/blt14b12dabdd8656c3/Global-ESG-Q1-2026-Flow-Report.pdf?utm_source=eloqua&utm_medium=email&utm_campaign=&utm_content=_74423&utm_id=
https://assets.contentstack.io/v3/assets/blt9415ea4cc4157833/blt14b12dabdd8656c3/Global-ESG-Q1-2026-Flow-Report.pdf?utm_source=eloqua&utm_medium=email&utm_campaign=&utm_content=_74423&utm_id=
https://climate.copernicus.eu/sites/default/files/custom-uploads/ESOTC-2025/ESOTC-2025-report.pdf

