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CQS Update
In June 2016, CQS first
began formally integrating
ESG data into our systems.
As we approach this 5-year
anniversary, the expectations
of our clients and of ourselves
have rightly increased
dramatically.

Responsible Investing
As our investors and consultants know, we care deeply about the integration of E, S
and G factors into our investment process, and view this fundamental analysis as a key
input into identifying value, investment opportunities and truly understanding the
probability of default and loss given default faced by a company. Being responsible
across our investment approaches, and subsequent direction of capital, gives us the
power to help shape and influence the world for generations to come.
A number of our CQS strategies, including Credit Multi-Asset, operate to a distinct
Statement of Intent; an expectation that portfolio managers will demonstrate
consistently better ESG ratings and Carbon Intensity statistics versus the investment
universe. All such strategies report their positions and progress to clients on a monthly
basis.
We strive for continuous improvement, and a number of developments were made in
this area in 2020/21. While our processes and methodologies will continue to go further
as our business and expectations grow, we wanted to share some of the key highlights
below.

The Introduction of a CQS Engagement Group & Framework
While transaction-by-transaction engagements are critical to understanding an issuer’s
approach and a key input into our proprietary ESG ratings, in some cases a deep,
outcome-orientated focus is required.
We have introduced a CQS Engagement Group & Framework (EGF) to identify
priorities, set engagement objectives and assimilate progress for a focused number of
corporate issuers at any one time.
EGF includes representation from both CQS Senior Portfolio Management and CQS
Research as we seek to co-ordinate and leverage our process across the capital
structure. We share a number of individual objectives identified by the EGF with our
clients, including the initial mapping of these objectives to the Sustainable Development
Goals. During 2021 we will provide further updates to our clients, investors and
consultants on these and other related changes, proposed and effected, by these
companies.

A Focus on Climate Change
Understanding physical and
transition risks is an essential
component of an integrated
approach to responsible
investment analysis.

Climate change is widely accepted as the greatest risk faced by our planet and the
global economy. Understanding the physical and transition risks facing relevant
companies is an essential component of an integrated approach to responsible
investment analysis. While a risk, climate change also presents a vast opportunity as
we transition to a low-carbon economy.
In 2020 CQS became a signatory to CDP (formerly the Carbon Disclosure Project) and
a public supporter of Task Force on Climate-related Financial Disclosures (TCFD). In
addition, in January 2021, we became a signatory and participant in collaborative
engagements with Climate Action 100+.
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TCFD-aligned climate disclosure is now a key priority within our engagement
framework. Furthermore, we recognise the backward-looking nature of Carbon Intensity
statistics. We are about to commence an audit across our Credit Multi-Asset Fund
holdings to understand companies’ approach to decarbonisation targets, net-zero
commitments, capital expenditure on climate solutions and executive remuneration
linked to any climate-related targets.

TCFD Reporting
TCFD reporting for long-only
strategies is a target
deliverable for Q2 2021.

The introduction of TCFD reporting for CQS long-only strategies is a current focus of
our 2021 action plan, and a target deliverable for Q2 2021. This will bring greater
disclosure on metrics, targets and scenario analysis, as our clients look to understand
how Funds are positioned. We would very much encourage our clients to engage with
us on their own requirements and objectives as we seek to provide a clear and
meaningful insight into climate risks and opportunities.
TCFD aims to improve and increase reporting of climate-related financial information. It
does this through a level of transparency that requires organisations to describe their
governance, strategy, risk management, metrics and targets in relation to climaterelated risks and opportunities. Please visit the TCFD website (www.fsb-tcfd.org) for
more information.

Institutionalising Our Approach
All CQS strategies with a Statement of Intent to manage ESG and Carbon Metrics in a
certain way now report their positions and progress to clients on a monthly basis.
Going further, we have created a system to track all of our engagement activity,
whether transactional or outcome-focused. This knowledge base and insight directly
contributes to internal CQS ESG ratings, and increases our ability to track incremental
and long-term progress for the companies we invest and work with.

We have introduced ESG
trajectories for each corporate
issuer.

Finally, we have introduced ESG trajectories for each corporate issuer as part of our
internal analysis. This directional assessment is coupled with an active approach to
assigning CQS ESG ratings, and a significant degree of deviation when compared to
data vendors. In Q4 2020 only 55% of CQS ESG ratings agreed with our primary third
party data provider and of the remainder, 19% notched up and 26% notched down.

Summary
We believe it is important to share updates with our clients and consultants as we
recognise the speed at which development continues across the industry in this area.
The journey of development continues as we advance our investment into our
responsible investment tools, processes and capabilities while delivering the total
portfolio returns and outcomes our clients expect of us across credit markets.
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Important Information
This document has been issued by CQS (UK) LLP (FRN 400496) which is
authorised and regulated by the UK Financial Conduct Authority and/or (as the
case may be) CQS (US), LLC which is a registered investment adviser with the
SEC. The information is intended solely for sophisticated investors who are (a)
professional investors as defined in Article 4 of the European Directive
2011/61/EU or (b) accredited investors (within the meaning given to such term
in Regulation D under the U.S. Securities Act of 1933, as amended) and
qualified purchasers (within the meaning given to such term in Section 2(a)(51)
of the U.S Investment Company Act 1940, as amended).
CQS is a founder of the Standards Board for Alternative Investments (“SBAI”)
(formerly, the Hedge Fund Standards Board) which was formed to act as
custodian of the alternative investment managers’ industry best practice
standards (the “Standards”) published by the Hedge Fund Working Group
(“HFWG”) in 2008 and to promote conformity to the Standards. SBAI is also
responsible for ensuring that they are updated and refined as appropriate. The
Standards were drawn up by HFWG which comprised the leading hedge funds
(based mainly in London) in 2007 in response to concerns about the industry,
including financial stability and systematic risk. The HFWG completed its work
in January 2008 and published its report outlining the Standards. By applying
the Standards, managers commit to adopt the “comply or explain” approach
described in the Standards.
The term “CQS” as used herein may include one or more of any CQS branded
entities including CQS (UK) LLP, CQS Cayman Limited Partnership which is
registered with the Cayman Islands Monetary Authority, CQS (Hong Kong)
Limited which is regulated by the Hong Kong Securities and Futures
Commission, CQS (US), LLC which is registered with the US Securities and
Exchange Commission, and CQS Investment Management (Australia) Pty
Limited which is registered with the Australian Securities & Investments
Commission, Australian Financial Services Licence No. 386047.
This document has been prepared for general information purposes only and
has not been delivered for registration in any jurisdiction nor has its content
been reviewed by any regulatory authority in any jurisdiction. The information
contained herein does not constitute: (i) a binding legal agreement; (ii) legal,
regulatory, tax, accounting or other advice; (iii) an offer, recommendation or
solicitation to buy or sell shares or interests in any fund or any security,
commodity, financial instrument or derivative linked to, or otherwise included in,
a portfolio managed or advised by CQS; or (iv) an offer to enter into any other
transaction whatsoever (each a “Transaction”).
Any decision to enter into a Transaction should be based on your own
independent investigation of the Transaction and appraisal of the risks, benefits
and appropriateness of such Transaction in light of your individual
circumstances. Any decision to enter into any Transaction should be based on
the terms described in the relevant prospectus, supplement, offering
memorandum, private placement memorandum, subscription documents,
trading strategy, constitutional document and/or any other relevant document
as appropriate (each an “Offering Document”). Any Transaction will be subject
to the terms set out in its Offering Document and all applicable laws and
regulations. The Offering Document supersedes this document and any
information contained herein.
Nothing contained herein shall constitute or give rise to the relationship of
partnership nor shall it constitute a joint venture or give rise to any fiduciary or
equitable duties. Any information contained herein relating to any third party not
affiliated with CQS is the sole responsibility of such third party and has not
been independently verified by CQS or any other independent third party. The
information contained herein is not warranted as to completeness or accuracy
and no representations are made in such respect, nor should it be deemed
exhaustive information or advice on the subjects covered; as such, the
information contained herein is not intended to be used or relied upon by any
counterparty, investor or any other party. The information contained herein, as
well as the views expressed herein by CQS professionals made as of the date
of this document, is subject to change at any time without notice.
CQS uses information sourced from third-party vendors, such as statistical and
other data, that are believed to be reliable. However, the accuracy of this data,
which may also be used to calculate results or otherwise compile data that
finds its way over time into CQS research data stored on its systems, is not
guaranteed. If such information is not accurate, some of the conclusions
reached or statements made may be adversely affected. CQS bears no
responsibility for your investment research and/or investment decisions and
you should consult your own lawyer, accountant, tax adviser or other
professional adviser before entering into any Transaction. CQS is not liable for
any decisions made or action taken by you or others based on the contents of
this document and neither CQS nor any of its directors, officers, employees or
representatives (including affiliates) accept any liability whatsoever for any
errors and/or omissions or for any direct, indirect, special, incidental or
consequential loss, damages or expenses of any kind howsoever arising from
the use of, or reliance on, any information contained herein.

Information contained in this document should not be viewed as indicative of
future results as past performance of any Transaction is not indicative of future
results. Any investment in any fund or other vehicle managed by CQS (a “CQS
Fund”) or any of its affiliates involves a high degree of risk, including the risk of
loss of the entire amount invested. The value of investments can go down as
well as up. An investment in any CQS Fund will involve a number of material
risks which include, without limitation, risks associated with adverse market
developments, volatility of markets invested in, currency and exchange rate
risks, risk of counterparty or issuer default and risk of illiquidity. Any
assumptions, assessments, intended targets, statements or other such views
expressed herein (collectively “Statements”) regarding future events and
circumstances or that are forward looking in nature constitute only subjective
views, outlooks or estimates and are based on CQS’s expectations, intentions
or beliefs. The Statements should not in any way be relied upon, and involve
inherent risk and uncertainties beyond CQS’s control. The Statements should
not be assumed to be accurate or complete, now or in the future (including with
respect to the composition and investment characteristics of any CQS Fund),
and may be subject to change. CQS undertakes no responsibility or obligation
to revise or update such Statements. Target returns and volatility targets
discussed in this document are high-level, may change with market conditions
and are generally used only as guidelines. Target returns reflect subjective
determinations by CQS. Performance may fluctuate, particularly over short
periods of time. Targeted returns should be evaluated over the time periods
indicated and not over shorter periods. Target returns are not intended to be
actual performance and should not be relied upon as any indication of actual or
future performance. Some of the information contained in this document may
be aggregated data of transactions executed by CQS that has been compiled
so as not to identify the underlying transactions of any particular CQS Fund.
Any indices included in this document are included to simply show the general
market trends relative to the types of investments CQS tends to select for
certain CQS Funds for the periods indicated within this document. The indices
are not representative of CQS Funds in terms of either composition or risk
(including volatility and other risk related factors). CQS Funds are not managed
to a specific index.
This document is not intended for distribution to, or use by, the public or any
person or entity in any jurisdiction where such use is prohibited by law or
regulation. In accepting receipt of this information, you represent and warrant
that you have not been solicited, directly or indirectly, by CQS and are
receiving this information at your own request. It is your responsibility to inform
yourself of and to observe all applicable laws and regulations of any relevant
jurisdiction.
CQS (US), LLC is a member of the National Futures Association (the “NFA”)
and is subject to the NFA's regulatory oversight and examinations. However,
you should be aware that the NFA does not have regulatory oversight authority
over underlying or spot virtual currency products or transactions or virtual
currency exchanges, custodians or markets.
The information contained herein is confidential and may be legally privileged
and is intended for the exclusive use of the intended recipient(s) to which the
document has been provided. In accepting receipt of the information
transmitted you agree that you and/or your affiliates, partners, directors,
officers and employees, as applicable, will keep all information strictly
confidential. Any review, retransmission, dissemination or other use of, or
taking of any action in reliance upon, this information is prohibited. Any
distribution or reproduction of this document is not authorized and prohibited
without the express written consent of CQS, or any of its affiliates.
AIFMD and Distribution in the European Economic Area:
CQS (UK) LLP is an Alternative Investment Fund Manager (an ‘AIFM’) to
certain CQS Funds (each an ‘AIF’) (as defined in the Alternative Investment
Fund Managers Directive (Directive (2011/61/EU) (‘AIFMD’)). The AIFM is
required to make available to investors certain prescribed information prior to
investing in an AIF. The majority of the prescribed information is contained in
the latest Offering Document of the AIF. The remainder of the prescribed
information is contained in the relevant AIF’s pre-investment disclosure
document, the monthly investor report, and the fund limits document. All of this
information is made available in accordance with the AIFMD.
In relation to each member state of the EEA (each a “Member State”), this
document may only be distributed and shares or interests in a CQS Fund
(“Shares”) may only be offered or placed in a Member State to the extent that:
(1) the CQS Fund is permitted to be marketed to professional investors in the
relevant Member State in accordance with the AIFMD (as implemented into the
local law/regulation of the relevant Member State); or (2) this document may
otherwise be lawfully distributed and the Shares may otherwise be lawfully
offered or placed in that Member State (including at the initiative of the
investor).

3

CQS Responsible Investing Update
Information required, to the extent applicable, for Distribution of Foreign
Collective Investment Schemes to Qualified Investors in Switzerland:

PRI Note: PRI is an investor initiative in partnership with UNEP Finance and
the UN Global Compact.

The representative in Switzerland is ARM Swiss Representatives SA, Route de
Cité-Ouest 2, 1196 Gland, Switzerland. The distribution of Shares of the
relevant CQS Fund in Switzerland will be exclusively made to, and directed at,
qualified investors (the “Qualified Investors”), as defined in the Swiss Collective
Investment Schemes Act of 23 June 2006, as amended (“CISA”) and its
implementing ordinance (the “Swiss Distribution Rules”). Accordingly, the
relevant CQS Fund has not been and will not be registered with the Swiss
Financial Market Supervisory Authority ("FINMA"). The paying agent in
Switzerland is Banque Cantonale de Genève, 17, quai de l’Ile, 1204 Geneva,
Switzerland. The relevant Offering Document and all other documents used for
marketing purposes, including the annual and semi-annual report, if any, can
be obtained free of charge from the representative in Switzerland. The place of
performance and jurisdiction is the registered office of the representative in
Switzerland with regards to the Shares distributed in and from Switzerland.
CQS (UK) LLP (as the distributor in Switzerland) and its agents do not pay any
retrocessions to third parties in relation to the distribution of the Shares of the
relevant CQS Fund in or from Switzerland. CQS (UK) LLP (as the distributor in
Switzerland) and its agents do not pay any rebates aiming at reducing fees and
expenses paid by the relevant CQS Fund and incurred by the investors. GMv5.
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