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60ING GREEN

A growing trend in investment portfolios today is the presence of Environmental, Social and Governance
(“ESG”) investments.

In the bond market, “green bonds” are investments that fall under the ESG framework, and in order to be
considered a green bond, according to ICE BofAML, a bond must have a clearly designated use of proceeds
that is solely applied toward projects or activities that promote climate change mitigation or adaptation or
other environmental sustainability purposes as outlined by the ICMA Green Bond Principles." This definition
is notably different than ESG frameworks for equities, which tend to be broader and common frameworks
include avoiding companies that pollute the environment or companies involved in “sin sectors” (alcohol,
firearms, gambling, etc.).

GREEN (BONDS) 0N THE SCENE

In recent years, green bonds have experienced tremendous asset growth. The market value of the ICE
BofAML Green Bond Index, which tracks global green bond issuances, has grown by 4x and 10x over the past
3 and 5 years, respectively. But, with the market value of the ICE BofAML Green Bond Index representing
only 0.7%, the market value of the USDS55 trillion global bond market (ICE BofAML Global Broad Market
Bond Index), green bonds are far from the point of market saturation.

Increased global attention on ESG issues and multinational “green” initiatives can be pointed to as catalysts
for the growth in green bond issuance. One such multinational green initiative is the Paris Agreement, which
was signed in 2015 by 195 countries, and in-part seeks annual commitments of at least USDS100 billion
from developed countries to go towards climate finance.? The global scope of ESG is also reflected in the
composition of the green bond index, which itself is globally broad based with a large skew towards bonds
issued in euro and U.S. Dollars, 63% and 25%, respectively; Canadian Dollar issuance represents 3% of the
green bond index.

"Source: Bloomberg L.P.; ICE BofAML Indexes
2 https://www.canada.ca/en/environment-climate-change/services/climate-change/paris-agreement.htm|
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URLUE DRIVER OR URLUE TRR?

Valuation can come into question for any asset class or sector that experiences rapid growth. With respect
to green bonds, investors may be asking themselves, are they more or less attractive investments than
comparable ordinary bonds (non-green bonds)? To test this question, three different green bonds were
examined by different issuers and in different geographic areas: Province of Quebec (Canada), Apple (U.S.)
and BNP Paribas (Europe); each green bond was then compared to a similar ordinary bond from the same
issuer, in the same currency and matching the maturity as closely as possible (see the charts in the following
pages). For the purpose of the analysis, the metric to assess attractiveness is the option adjusted spread
(“OAS”); a higher OAS indicates a more attractive investment and a lower OAS indicates a less attractive

investment.




The results show that over the 2 years reviewed green bonds rarely offered a higher OAS compared to
ordinary bonds, and on average offered a lower OAS compared to ordinary bonds. In other words, on
average, green bonds were less attractive investments compared to ordinary bonds.
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e Quebec 1.65% 03/03/2022 (Green Bond)
Source: Bloomberg Finance L.P.; ICE BofAML Indexes === Quebec 4.25% 12/01/2021 (Ordinary Bond)

Average Green Bond OAS less
Bond Type Issuer Coupon Issue Date Maturity .
Average Ordinary Bond OAS

Province of Quebec 1.65% 2017-02-24 2022-03-03
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Source: Bloomberg Finance L.P.; ICE BofAML Indexes s AAPL 3.2 05/11/2027 (Ordinary Bond)

Average Green Bond OAS less
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BNIP PARIBAS
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Source: Bloomberg Finance L.P.; ICE BofAML Indexes === BNP 2.875 10/24/2022 (Ordinary Bond)

Average Green Bond OAS less

Bond Type Issuer Coupon Issue Date Maturity .
Average Ordinary Bond OAS

BNP Paribas 0.50% 2016-11-24 2022-06-01

CONCLUSION

ESG is certainly a positive development in the investment industry. However, when considering green bonds
for their portfolios, investors should always consider basic return and risk fundamentals such as yield and
duration. Investors should also be comfortable paying a small value tax for the option to go green compared
to similar ordinary bonds.
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IMPORTANT DISCLAIMERS

This document has been prepared by Lysander Funds Limited (“Lysander”) solely for information purposes. Information
in this document has been derived or obtained from sources believed to be trustworthy and/or reliable. Lysander does
not assume responsibility for the accuracy, currency, reliability or correctness of any such information. Nothing in
this document should be considered a recommendation to buy, sell or short a particular security. Information in this
presentation is not intended to constitute legal, tax, securities or investment advice and is made available on an “as
is” basis.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund
investments. Please read the prospectus before investing. Investment funds are not guaranteed, their values change
frequently and past performance may not be repeated.

This document may contain forward-looking statements. Statements concerning a fund’s or entity’s objectives, goals,
strategies, intentions, plans, beliefs, expectations and estimates, and the business, operations, financial performance
and condition are forward looking statements. The words “believe”, “expect”, “anticipate”, “estimate”, “intend”, “aims”,
“may”, “will”, “would” and similar expressions and the negative of such expressions are intended to identify forward-
looking statements, although not all forward-looking statements contain these identifying words. These forward-
looking statements are subject to various risks and uncertainties that could cause actual results to differ materially
from current expectations. Readers are cautioned not to place undue reliance on these forward-looking statements.
While Lysander considers these risks and uncertainties to be reasonable based on information currently available, they

may prove to be incorrect.

The source of all ICE BofAML Indices is ICE BofAML Indexes. Any unauthorized use or disclosure is prohibited. Nothing
herein should in any way be deemed to alter the legal rights and obligations contained in agreements between any
ICE Data Services entity (“ICE”) and their clients relating to any of the Indices or products or services described herein.
The information provided by ICE and contained herein is subject to change without notice and does not constitute any
form of representation or undertaking. ICE and its affiliates make no warranties whatsoever either express or implied
as to merchantability fitness for a particular purpose or any other matter in connection with the information provided.
Without limiting the foregoing ICE and its affiliates makes no representation or warranty that any information provided
hereunder are complete or free from errors omissions or defects. All information provided by ICE is owned by or
licensed to ICE. ICE retains exclusive ownership of the ICE Indices including the ICE BofAML Indexes and the analytics
used to create this analysis ICE may in its absolute discretion and without prior notice revise or terminate the ICE
information Indices and analytics at any time. The information in this analysis is for internal use only and redistribution
of this information to third parties is expressly prohibited.

Neither the analysis nor the information contained therein constitutes investment advice or an offer or an invitation
to make an offer to buy or sell any securities or any options, futures or other derivatives related to such securities.
The information and calculations contained in this analysis have been obtained from a variety of sources including
those other than ICE and ICE does not guarantee their accuracy. Prior to relying on any ICE information and/or the
execution of a security trade based upon such ICE information you are advised to consult with your broker or other
financial representative to verify pricing information. There is no assurance that hypothetical results will be equal to
actual performance under any market conditions. THE ICE INFORMATION IS PROVIDED TO THE USERS “AS IS.” NEITHER
ICE NOR ITS AFFILIATES NOR ANY THIRD PARTY DATA PROVIDER WILL BE LIABLE TO ANY USER OR ANYONE ELSE FOR
ANY INTERRUPTION INACCURACY ERROR OR OMISSION REGARDLESS OF CAUSE IN THE ICE INFORMATION OR FOR ANY
DAMAGES RESULTING THEREFROM. In no event shall ICE or any of its affiliates employees officers directors or agents
of any such persons have any liability to any person or entity relating to or arising out of this information analysis or
the indices contained herein.

®Lysander Funds is a registered trademark of Lysander Funds Limited.

www.lysanderfunds.com
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