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Our observation is that buy and maintain strategies have grown in popularity among
long-term fixed income investors in recent years, especially pension funds in the United
Kingdom. The core characteristics of a buy and maintain strategy are well-known by

now: a focus on long-term investment horizons, low portfolio turnover, avoiding credit
impairments and prudent diversification within a portfolio that is tailored to client-specific
objectives. While buy and maintain is a well-established investment approach, it is evolving
in the current environment through the integration of sustainability considerations.

Buy and maintain strategies have grown in popularity among long-term fixed income
investors in recent years. Buy and maintain typically works well as an integrated component of a
broader asset/liability risk management program. On this basis, a buy and maintain portfolio will be
tailored through portfolio construction to meet the needs of the investor, typically a pension fund or
insurance company, and can be calibrated to specific yield, cash flow or duration targets. The core
characteristics of the buy and maintain strategy are low investment turnover, prudent diversification
and a focus on avoiding credit impairments. We believe the emergence of investment portfolios
aligned with sustainability objectives fits well within a buy and maintain framework, with a common
characteristic being the need for long-term time horizons. However, in our view, the approach
needs to be thoughtful, controlling and monitoring key investment risks such as potential negative
credit migration and heightened exposure concentrations.

The need to integrate an evolving sustainability landscape

The growing urgency to address climate change and the transition to a low carbon economy is
reshaping the investment landscape. What we have observed is that for UK pension and insurance
asset owners especially, aligning investment strategies with net zero ambitions seems to have
moved from being a mere consideration to being an imperative, mainly reflecting constraints

and stakeholder pressures. Navigating this swiftly evolving sustainability landscape presents
aformidable challenge for institutional investors. In response, a buy and maintain investment
strategy can offer a solution that is benchmark agnostic, tailor-made to a client’s specific goal such
as fixed duration or maturity profile, cash flow distribution, or accumulation, incorporating the
client’s specific risk tolerance, ESG objectives and any other pertinent criteria, while maintaining
stable credit quality, minimizing the risk of downgrade to sub-investment grade, avoiding principal
impairments and keeping investment turnover to minimum.
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Abuy and maintain investment portfolio can help address systemic risks such as climate change by tracking
the progress investee companies make towards their stated net zero goals, to shape and align the portfolio
with a client’s stated goals, while aiming to deliver consistent, long-term, risk-adjusted returns.

We believe that the extended investment horizon and low portfolio turnover of buy and maintain naturally
aligns with sustainability imperatives such as decarbonization and the consideration of climate risks and
opportunities, especially if coupled with active engagement with corporates. This alignment positions our buy
and maintain capability as a potential contributor to investors’ sustainability priorities.

At MFS, our objective is to create long-term value for our clients by allocating capital responsibly. In July 2021,
we joined the Net Zero Asset Managers initiative (NZAM). As a signatory of NZAM, MFS supports the global
effort to achieve net zero emissions. In our view, climate change is a systematic investment risk. Through our
participation in NZAM, we have pledged to align our investment practices with the goal of reaching net zero
carbon emissions by 2050 or sooner. This commitment includes an interim target of having our in-scope assets
under management (our public equities and corporate fixed income assets, which make up approximately
90% of our total AUM) aligned or aligning with net zero goals by 2030. It is our belief that alignment can be
achieved effectively and constructively by engaging with investee companies across relevant industries and
sectors, fostering mutual understanding about their decarbonization efforts and our goal of reducing climate
related investment risks within our portfolio, in the same way we convey our preferences for capital allocation
and balance sheet management by investee companies.

Moreover, we actively collaborate with industry initiatives like ASCOR, participating in engagements and
looking for ways to improve sustainability practices. Our buy and maintain approach is in alignment with these
initiatives, emphasizing engagement as a tool for influencing sustainability outcomes. By targeting real-world
emissions and focusing on issuer-level dynamics, we actively contribute to building a more sustainable future
while seeking to deliver consistent, long-term investment returns.

We believe in the power of integration and engagement over blanket exclusions. As such, we integrate ESG
factors into our fundamental investment decisions, with a particular focus on engagement as a method of
influence. By constructively engaging with the companies in which we invest, we believe that we can assess
and try to manage the overall financial risks within our buy and maintain portfolios, including those related
to climate which may impact the risk/return profile of any issuer. Importantly, the avoidance of blanket
exclusions contributes to the objective of achieving appropriate levels of portfolio diversification and seeking
to achieve defined performance objectives. (Box 1) ESG considerations significantly impact our research
analysts’ recommendations for inclusion within portfolios and, importantly, the investment time horizons to
be considered. Hence, while our bias would be to avoid ex-ante exclusions, we are aware of the long-term risks
associated with certain industries. For example, we are unlikely to maintain long-duration positions in issuers
with significant exposure to transition risk. We also accommodate investors’ special investment guideline
requirements within customized mandates.

Our global research platform, with over 300 investors in regions across the major markets in which we invest,
affords us the benefits of scale, allowing us to conduct thorough research into the companies we own using
the diverse expertise of our platform to better help investees manage ESG risks and opportunities. Our
approach ensures that the inclusion of ESG factors is not an isolated process but is woven into the broader
portfolio surveillance. We hold periodic risk reviews to assess the materiality of identified ESG factors,
including social and governance considerations, thereby ensuring a holistic approach to sustainable investing.
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Box 1: MFS's Buy and Maintain Engagement With a Leading Automotive
Manufacturer — A Case Study

To illustrate how we think about the materiality of ESG factors and engagement in fixed income, we
present a short case study highlighting our engagements with a globally recognized automotive maker.
This case study outlines our engagement efforts with this company, particularly in relation to the issues of
climate change and governance.

Engagement Overview

In January 2024, we engaged the automotive manufacturer's investor relations, debt capital markets,
and sustainability departments in a series of meetings. Our discussions focused on the manufacturer's
corporate governance, sustainability strategy and efforts to address environmental, social and
governance issues.

Sustainability

The automotive manufacturer continues to make strides in sustainability and electrification, having
introduced a new ESG strategy in early 2024 which reflects the company's ongoing commitment to
environmental improvements. These include fleet decarbonization, vertically integrated investments and
the development of six new battery production sites. The company's Battery Electric Vehicle (BEV) share
of the total fleet stands at 8.3%, with a target of 10% for 2024.

Governance

The manufacturer's unique corporate governance, made up of family members, a state entity and

a sovereign wealth fund, was a significant drag on the company's broader ESG profile. Despite no
immediate plans for changes, the company indicated plans for greater transparency and new initiatives
in its upcoming sustainability strategy. These efforts aim to increase investor confidence and align the
company's management with current ESG considerations.

Climate Change

The manufacturer's commitment to reducing its environmental impact is evident in its response to the
European Union’s Green New Deal. The company is accelerating its need for EV model outlay, which
strengthens its position and promotes EV adoption by consumers. Despite some challenges, the
manufacturer remains confident in achieving its emission targets for 2025.

Engagement Outcomes

Our engagement efforts with the manufacturer enabled us to impress upon them the importance we
assign to an improving ESG profile, and at the same time, we took comfort from the efforts and resources
the manufacturer allocated to improving its ESG ratings and improve its environmental credentials.

Conclusion

Our buy and maintain strategy aligns with our clients' considerations for long-term investments, such

as climate change and governance. Our engagement with this leading automotive manufacturer
demonstrates our commitment to these considerations as we continue to work with the company to
improve its ESG performance. This engagement underscores the value of our buy and maintain strategy
as a lever for driving positive change in the companies we invest in.
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The importance of portfolio diversification

With growing secular demand for fixed income from buy and maintain—oriented asset owners, investors

may increasingly face an investible universe size problem, especially when trying to preserve a strong home
bias. Some individual-country markets, including the UK, may lack the depth of eligible issuers. On this basis,
some global diversification appears necessary to expand the buy and maintain investible universe, with

the particular focus on the United States and pan-European markets. There are many benefits to a globally
oriented approach, including the opportunity to take advantage of divergence and dislocations across
different markets. Large corporate credit issuers often issue bonds in multiple currencies and geographies, so
there may sometimes be an opportunity to find better value for the same issuer elsewhere than in its country of
origin. When carrying out a currency hedging strategy, this approach can be implemented without additional
rate and currency risk exposure. With that in mind, we believe that a global credit research platformis a
desirable attribute for a buy and maintain manager.

Beyond the geographical and sector diversification, there may also be an opportunity to broaden the range of
investible securities outside the global investment—grade corporate credit universe. Depending on investor
preference, we view US taxable municipal credit as a potential candidate for inclusion in global buy and
maintain portfolios given its quality and duration characteristics. Other options can include allocations to high
yield or emerging markets bonds. Ultimately, customization and alignment to client-specific needs is a major
pillar of buy and maintain strategies.

A buy and maintain strategy may afford investors the opportunity to be truly diversified, as portfolios tend to
be benchmark agnostic. Sector allocation is designed to take account of sector returns as well as risks, and
sector exposure can be determined accordingly, rather than as an over/underweight versus a benchmark. Buy
and maintain strategies also require a specific security selection framework. At the issuer level, we place more
emphasis on the credit research factors that we believe will promote a low portfolio turnover, including: longer-
term visibility of the issuer’s fundamental assessment; low secular risk; low external event risks; diversified
product or service offerings; cashflow generation through the cycle; stable and responsible management;
sustainable capital structure; strong competitive position with natural barriers to entry; manageable ESG-
related risks; debt structure and covenant protections; and a favorable long-term valuation assessment.

With that in mind, we have introduced a specific buy and maintain designation as part of our broader global
research process, which means that an issuer can be deemed eligible for buy and maintain if it meets specific
long-term holding criteria (Exhibit 1).

Exhibit 1: Our Buy and Maintain Security Selection Process
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for Buy and Maintain
mandates integrating
sustainability considerations
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Sources: MFS. For illustrative purposes only.
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The need for active long-termism

Thereisvalue in along-term approach to investing in global credit, in our view, as long as it is based on

active security selection. Indeed, we believe that the longer the holding period, the more active the asset
manager needs to be. It may at first glance look paradoxical, but a low-turnover portfolio can only be effective
in meeting long-term investment objectives if the investment process is supported by strong portfolio
construction, a rigorous credit research process and active market surveillance. This is because buy and
maintain managers need to be able to preemptively identify potential credit events. The buy and maintain
investment approach aims at capturing the credit risk premium through a low-turnover portfolio. That credit
risk premium is sizeable over the long term, roughly averaging 90 basis points annually since 1997.

Typically, we would maintain positions through periods of price volatility or negative credit rating migration

if the risk of impairment is low. However, we would implement a proactive sell discipline and exit positions if
there were material fundamental deterioration and increased default risk. Given the low-turnover investment
style, athorough security selection process becomes critical, with strong emphasis placed on fundamental
analysis. The main advantage of an unconstrained approach, i.e., the absence of a formal benchmark, is it
tends to favor portfolio stability, including lower turnover and a longer holding period, minimizing transaction
costs and capturing more of the credit premium.

Overall, we expect buy and maintain strategies to play an increasingly prominent role in the strategic
asset allocation of long-term institutional investors going forward. This is because, in large part, we
believe buy and maintain is well suited to serve investor needs in terms of sustainability credentials. 4

Endnotes

Source:Bloomberg, ICE BofA. Global Corporate Credit index. Monthly data from December 1997 to September 2024. Excess return = difference
between total return and rate return, YoY change, basis points.

MFS may incorporate environmental, social, or governance (ESG) factors into its investment decision making, fundamental investment analysis
and engagement activities when communicating with issuers. The statements or 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, ESG outcomes 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 its investment decision making,
investment analysis and/or engagement activities will vary by strategy, product, and asset class, and may also vary over time, and will generally
be determined based on MFS’ opinion of the relevance and materiality of the specific ESG factors (which may differ from judgements or opinions
of third-parties, including investors). Any examples above may not be representative of ESG factors used in the management of any investor’s
portfolio. Any ESG assessments or incorporation of ESG factors by MFS may be reliant on data received from third-parties (including investee
companies and ESG data vendors), which may be inaccurate, incomplete, inconsistent, out-of-date or estimated, or only consider certain ESG
aspects (rather than looking at the entire sustainability profile and actions of an investment or its value chain), and as such, may adversely
impact MFS’ analysis of the ESG factors relevant to an investment. 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. Please keep in mind that a sustainable investing approach does not guarantee positive results.

Investments in debt instruments may decline in value as the result of, or perception of, declines in the credit quality of the issuer, borrower,
counterparty, or other entity responsible for payment, underlying collateral, or changes in economic, political, issuer-specific, or other
conditions. Certain types of debt instruments can be more sensitive to these factors and therefore more volatile. In addition, debt instruments
entail interest rate risk (as interest rates rise, prices usually fall). Therefore, the portfolio's value may decline during rising rates.
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The views expressed herein are those of the MFS Strategy and Insights Group within the MFS distribution unit and may differ from those of MFS portfolio managers and research analysts. These
views are subject to change at any time and should not be construed as the Advisor’s investment advice, as securities recommendations, or as an indication of trading intent on behalf of MFS.
No forecasts can be guaranteed.

Diversification does not guarantee a profit or protect against a loss. Past performance is no guarantee of future results.
GLOBAL DISCLOSURE
Unless otherwise indicated, logos and product and service names are trademarks of MFS® and its affiliates and may be registered in certain countries.

Issued in the United States by MFS Institutional Advisors, Inc., a U.S.-based investment advisor and subsidiary of Massachusetts Financial Services Company ("MFS"). Issued in Canada by

MFS Investment Management Canada Limited. MFS Institutional Advisors, Inc. provides certain sub-advisory services to all MFS Investment Management Canada Limited portfolios, including
discretionary investment management for non-Canadian portfolios or components of portfolios. Pursuant to a sub-advisory agreement executed between MFS Institutional Advisors, Inc. and
MFS Investment Management Canada Limited, MFS provides investment advice pursuant to statutory exemptions or regulatory relief, as applicable. Such advice is being rendered outside of
Canada and certain members of the team may not be registered in any capacity with any Canadian securities regulatory authority. 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 r.l. (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.ar.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. Issued in Hong Kong by 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 a wholly-owned, indirect subsidiary of Massachusetts Financial Services Company,
a US based investment adviser and fund sponsor registered with the US Securities and Exchange Commission. 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 ("SFQ"). Issued in Singapore by MFS International
Singapore Pte. Ltd., a private limited company registered in Singapore with the company number 201228809M, and further licensed and regulated by the Monetary Authority of Singapore.
Issued in 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. For
professional investors in Australia - 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. 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. This material is directed at investment professionals for general information use only with no consideration given to the specific investment objective, financial situation and particular
needs of any specific person. Any securities and/or sectors mentioned herein are for illustration purposes and should not be construed as a recommendation for investment. Investment involves
risk. Past performance is not indicative of future performance. The information contained herein may not be copied, reproduced or redistributed without the express consent of MFS Investment
Management ("MFS"). While the information is believed to be accurate, it may be subject to change without notice. MFS does not warrant or represent that it is free from errors or omissions or
that the information is suitable for any particular person's intended use. Except in so far as any liability under any law cannot be excluded, MFS does not accept liability for any inaccuracy or for
the investment decisions or any other actions taken by any person on the basis of the material included. MFS does not authorise distribution to retail investors. Unless otherwise indicated, logos,
product and services names are trademarks of MFS and its affiliates and may be registered in certain countries.
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