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With climate change becoming an ever-increasing consideration for investors, we have taken a closer look at ways to hedge against the
realization of climate risk. Although there is a growing body of research around ways to reduce carbon exposure in portfolios and even
achieve net negative exposure, emissions data is just a small piece of the larger issue for investors.

This is a long-term issue with no single solution. However, we explore one possible way of managing climate risk: the implementation of a
hedge in an investor's portfolio. In this case, we look at language in the news that references climate change and use it as data to help
position the portfolio against longer-term risks.

AQR Head of Machine Learning Bryan Kelly on building a portfolio well positioned against climate risk (0:48):
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One of the challenges of constructing a hedge against climate risk is distilling the information on climate change across news sources and
separating out the relevant “data.” We think about this in a few ways: investors can either associate increased climate change reporting
with a higher climate risk, or they can focus on negative climate news specifically to determine impending risk. In our research, we look at
the frequency of the news and its correlation to price returns, quantifying the data set of language.

Interpreting and quantifying climate risk in the media (0:59):
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First, we create a vocabulary based on academic climate change research, and then we compare it to a major news source. By looking at
what portion of the news source correlates with the climate change vocabulary over time, we can identify periods where there are spikes in
climate news. In terms of implementing the hedge, we seek to build a portfolio of assets that perform well during these spikes. The portfolio
is constructed to be well positioned against future materialization of climate change. In addition, our research found that many portfolios
with the goal of offsetting climate risk are primarily underweight the energy sector, so we constructed an industry-neutral portfolio to
maintain diversification benefits. The outcome? We found that if the portfolio is successful in hedging climate risk in the near-term, it has
the potential to appreciate in reaction to climate news over the long term, which we view as its ultimate goal.

How to measure a successful hedge against longer-term climate risk (0:34):
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This docunent has been provided to you solely for information purposes and does not constitute an offer or solicitation of an offer or any advice or recommendation to purchase
any securities or other financial instruments and may not be construed as such. The factual informetion set forth herein has been obtained or derived fromsources believed by the
author and AQR Capital Managemrent, LLC (“AQR) to be reliable but it is not necessarily all-inclusive and is not guaranteed as to its accuracy and is not to be regarded as a
representation or warranty, express or inplied, as to the information’s accuracy or conrpleteness, nor should the attached information serve as the basis of any investment decision.
This documrent is intended exclusively for the use of the person to whomit has been delivered by AQR and it is not to be reproduced or redistributed to any other person. The
information set forth herein has been provided to you as secondary information and should not be the primary source for any investment or allocation decision. Past performance is

not a guarantee of future performance.

This material is not research and should not be treated as research. This paper does not represent valuation judgments with respect to any financial instrument, issuer, security or
sector that may be described or referenced herein and does not represent a formal or official view of AQR The view's expressed reflect the current views as of the date hereof

and neither the author nor AQR undertakes to advise you of any changes in the views expressed herein.

The information contained herein is only as current as of the date indicated, and may be superseded by subsequent merket events or for other reasons. Charts and graphs provided
herein are for illustrative purposes only. The information in this presentation has been developed internally and/or obtained fromsources believed to be reliable; how ever, neither
AQR nor the author guarantees the accuracy, adequacy or conpleteness of such information. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to
be relied on in making an investrment or other decision. There can be no assurance that an investrrent strategy will be successful. Hstoric market trends are not reliable indicators of
actual future merket behavior or future performance of any particular investrent which mey differ materially, and should not be relied upon as such.

The information in this paper may contain projections or other forw ard-looking staterrents regarding future events, targets, forecasts or expectations regarding the strategies
described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different fromthat shown
here. The information in this document, including statements concerning financial market trends, is based on current merket conditions, w hich will fluctuate and may be superseded
by subsequent market events or for other reasons.

Certain publications may have been written prior to the author being an enployee of AQR

AQR Capital Managerent is a global investrrent managenrent firm which may or may not apply similar investment techniques or methods of analysis as described herein. The views
expressed here are those of the authors and not necessarily those of AQGR

For illustrative purposes only and not representative of a portfolio AQR currently manages.

Sustainable investing is qualitative and subjective by nature, and there is no guarantee that the environmental, social and governance (“ESG’) criteria utilized, judgment exercised, or
techniques enployed, by AQRwill be successful, or that they will reflect the beliefs or values of any one particular investor. Certain informetion used to evaluate ESG factors or a
conpany’s commitment to, or implementation of, responsible practices is obtained through voluntary or third-party reporting, w hich may not be accurate or conplete. ESG investing
can limit the investment opportunities available to a portfolio, such as the exclusion of certain securities or issuers for nonfinancial reasons and, therefore, the portfolio may perform
differently than or underperformother similar portfolios that do not apply ESG factors.
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