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Our goal when investing is to be value makers. We believe constructive stewardship serves this aim well.
Such stewardship is not just about the discharge of a duty. Itis also about collaboration and understanding. It
gives us an analytical advantage and can act as a source of alpha generation.

In the investment industry, the prevailing wisdom seems to be that the stewardship decision is a binary one:
You are either an activist or you are passive. We do not agree. There are many forms of effective stewardship.
Academics from Oxford published a note on the four forms of stewardship: conservatism, opportunism,

constructivism and activism.

What is constructivism?

At MFS®, we are in the constructivism camp. This does not mean we are afraid of escalating when necessary,
but we think that the best outcomes are more likely to be achieved through strong relationships and regular

dialogue with the companies that we have chosen to invest in.

CHARACTERISTICS TOOLS

m Collaborative, open language m Frequentoutreach from
both sides

m Active ownership
(including voting)

m Consensus-focused

B Focus on materiality
® Relationship building u Private engagement

® |nvestor knows compan .
pany m Investor collaboration

®  Quality engagement

We are confident that our approach of long-term, constructive stewardship is the best way for us to fulfill
our duty to clients. We are excited about our ability to create value in a way that is so complementary to our
investment process. We will continue to practice

= outcome-focused engagement rooted in a deep knowledge of the company
= highly collaborative, long-term, persistent engagement
* holding companies accountable, not simply jumping immediately to exclusion or divestment or being
overly aggressive or short-termist in our tactics
Constructivism in Action

The examples below illustrate how MFS uses constructivism to inform our investment team about thematic
issues that impact our holdings, address corporate governance concerns via proxy voting and learn from
our mistakes.
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Addressing governance concerns with Fuji Soft

Members of our investment team held multiple engagements with Fuji Soft to address significant governance
concerns around board oversight and company decision making. Going into the year, Fuji Soft had Japan’s
lowest margin IT service business and was one of its lowest returning property developers. The company’s
financial circumstances, coupled with nepotism, a lack of independence and dysfunction in management
committees prompted a third-party activist shareholder to submit a proposal opposing the reelection of every
executive director including the CEO and supporting the appointment of fully independent directors.

Agreeing on many points of concern around the company’s management, we decided to vote in favor of
their shareholder proposal to appoint independent directors. By the end of 2022, Fuji Soft was easily the
best performing IT service stock in Japan. That suggests we were correct in concluding Fuji Soft’s stock
performance has been driven by its poor corporate governance and capital allocation which we would not
have known had we not engaged with management.

Engaging with Check Point on climate risk and opportunity

In 2021, MFS shared a letter on climate with our 700 largest holdings. This letter was meant to help
companies recognize the financial materiality of climate risk and opportunity, hopefully encouraging

better carbon disclosure and target setting. Many companies responded positively, but one in particular,
Check Point, an American-Israeli software company, launched a carbon neutral commitmentin 2022. The
company’s management team sent us an email suggesting that our letter was influential in their adoption of
these targets.

Where we didn’t get it right — Activision and Bayer AG

Investing is inherently difficult, and even the most skilled investors do not get it right every time. To illustrate
this complexity, we share the following examples of where we didn’t get it right and learned valuable lessons.
We believe that this type of self-reflection will lead to better investment decision making in the future.

In 2021, we had serious concerns about the culture and work environment at Activision. These concerns led
our analyst to move from a buy to a hold rating, and certain portfolio managers sold the stock. The company’s
next quarterly report justified our concerns as Activision’s culture appeared to hurt its ability to deliver new
titles on the timeline the market expected. This led the stock to fall substantially. Unfortunately, shortly after
that event, Microsoft agreed to acquire Activision. This example highlights that even being “right” about

a financially material sustainability topic may not always mean you should sell or pass on a given security.
Instead, to produce the best outcomes for our clients, we need to consider all fundamental factors together,
attempting to not under- or overemphasize any factor.

Separately, we have been long-term owners of Bayer AG. The company has faced severe controversy
regarding the health impacts of its chemical products, which Bayer AG began to manufacture after an
acquisition. Our view upon acquisition was that the parent management team would be a more responsible
owner of the new subsidiary’s assets and products, some of which are highly sought after (e.g., seeds that
resist drought). Unfortunately, we did not appreciate the risks associated with litigation related to these
products, in spite of deep ongoing research into the topic and the risk. Our expectation has been that the
legal risk will be smaller than it has proven to be and that other positive aspects of the business will offset it,
which has not been the case so far. Again, this example highlights the complex nature of financial materiality,
and the need to accurately account for all relevant

fundamental factors.

To learn more about how sustainable investing works at MFS, please visit
mfs.com/sustainability or contact your MFS representative.
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MFS may incorporate environmental, social, or governance (ESG) factors into its fundamental investment analysis and engagement activities when communicating with issuers. The examples
provided above illustrate certain ways that MFS has historically incorporated ESG factors when analyzing or engaging with certain issuers but they are not intended to imply that favorable
investment or engagement outcomes are guaranteed in all situations or in any individual situation. Engagements typically consist of a series of communications that are ongoing and often
protracted, and may not necessarily result in changes to any issuer’s ESG-related practices. Issuer outcomes are based on many factors and favorable investment or engagement outcomes,
including those described above, may be unrelated to MFS analysis or activities. The degree to which MFS incorporates ESG factors into investment analysis and engagement activities will vary
by strategy, product, and asset class, and may also vary over time. Consequently, the examples above may not be representative of ESG factors used in the management of any investor’s portfolio.
The information included above, as well as individual companies and/or securities mentioned, should not be construed as investment advice, a recommendation to buy or sell or an indication of
trading intent on behalf of any MFS product.

As an active manager, please be advised that the companies named in this report may no longer be held by an MFS client at the time that this report is published.

The views expressed are those of the author(s) and are subject to change at any time. These views are for informational purposes only and should not be relied upon as a recommendation to
purchase any security or as a solicitation or investment advice from the Advisor.

Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affiliates and may be registered in certain countries.

The views expressed in this report are those of MFS and are subject to change at any time. Distributed by: U.S. - MFS Institutional Advisors, Inc. ("MFSI"), MFS Investment Management and MFS
Fund Distributors, Inc., Member SIPC; Latin America - MFS International Ltd.; Canada - MFS Investment Management Canada Limited; Note to UK and Switzerland readers: Issued in the UK
and Switzerland by MFS International (U.K.) Limited ("MIL UK"), a private limited company registered in England and Wales with the company number 03062718, and authorised and regulated
inthe conduct of investment business by the UK Financial Conduct Authority. MIL UK, an indirect subsidiary of MFS®, has its registered office at One Carter Lane, London, EC4V 5ER. Note to
Europe (ex UK and Switzerland) readers: Issued in Europe by MFS Investment Management (Lux) S.a rl. (MFS Lux) - authorized under Luxembourg law as a management company for Funds
domiciled in Luxembourg and which both provide products and investment services to institutional investors and is registered office is at S.a r.l. 4 Rue Albert Borschette, Luxembourg L-1246.

Tel: 352 2826 12800. This material shall not be circulated or distributed to any person other than to professional investors (as permitted by local regulations) and should not be relied upon or
distributed to persons where such reliance or distribution would be contrary to local regulation; Singapore - MFS International Singapore Pte. Ltd. (CRN 201228809M); Australia/New Zealand
- MFS International Australia Pty Ltd ("MFS Australia") (ABN 68 607 579 537) holds an Australian financial services licence number 485343. MFS Australia is regulated by the Australian Securities
and Investments Commission.; Hong Kong - MFS International (Hong Kong) Limited ("MIL HK"), a private limited company licensed and regulated by the Hong Kong Securities and Futures
Commission (the "SFC"). MIL HK is approved to engage in dealing in securities and asset management regulated activities and may provide certain investment services to "professional investors'
as defined in the Securities and Futures Ordinance ("SFO").; For Professional Investors in China - MFS Financial Management Consulting (Shanghai) Co., Ltd. 2801-12, 28th Floor, 100 Century
Avenue, Shanghai World Financial Center, Shanghai Pilot Free Trade Zone, 200120, China, a Chinese limited liability company registered to provide financial management consulting services.;
Japan - MFS Investment Management K K., is registered as a Financial Instruments Business Operator, Kanto Local Finance Bureau (FIBO) No.312, a member of the Investment Trust Association,
Japan and the Japan Investment Advisers Association. As fees to be borne by investors vary depending upon circumstances such as products, services, investment period and market conditions,
the total amount nor the calculation methods cannot be disclosed in advance. All investments involve risks, including market fluctuation and investors may lose the principal amount invested.
Investors should obtain and read the prospectus and/or document set forth in Article 37-3 of Financial Instruments and Exchange Act carefully before making the investments.
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