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Industrial gas manufacturers have a reputation of being among the largest emitters of carbon. Linde is one

of the oldest and largest of these manufacturers, with business operations spanning gas, engineering,
procurement and construction. To investors, companies such as Linde may appear problematic in the
context of the net zero transition and what it could mean for long-term business and stock price performance.
We think otherwise. We believe the company is challenging this narrative by demonstrating how its products
help clients decarbonize their supply chain and keep millions of tons of carbon from being released into

the atmosphere.

Linde’s story shows the importance of looking beyond the numbers and adopting a system-wide perspective
on emissions data accounting and reporting while also pursuing workable solutions in the journey to net
zero. The transition will be complex, nonlinear and multifaceted, and investors must understand this as they
look at companies, or they will open themselves up to additional risk and missed opportunities. Linde makes
a compelling case on why deepening our understanding of a company through fundamental research and
thoughtful engagement s critical.

To investors, emissions reporting plays a vital role in the transition away from carbon, and reporting on Scope

1 and 2 emissions (i.e., direct emissions from owned or controlled sources and indirect emissions from the
generation of purchased power) is crucial. There is also increasing regulatory scrutiny of the emissions data
reported by companies: Many jurisdictions are now legally required to report on carbon emissions as well as
other environmental and social impacts. However, for business stakeholders demanding greater transparency
on environmental and social impacts, these metrics do not always tell the whole story. For example, they

may not capture the entire scope of a company’s environmental impact, including the indirect impacts of the
company’s products and activities on emissions across the value chain.
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Emissions reporting: Intensity complexity

SCOPE 1

emissions

SCOPE 2

emissions

SCOPE 3

emissions

Direct emissions from sources
owned or controlled by
the organization

Indirect emissions from
purchased heat, electricity
and steam

All other indirect emissions
that occurina company’s
value chain

We believe that the context in which you look at a company’s carbon footprint and its effect on the

broader value chain isimportant when assessing its progress toward achieving net zero emissions and its
attractiveness from a valuation perspective. When viewed in isolation, Linde’s emissions data appear to paint
a picture of an industrial giant belching out harmful greenhouse gases while creating products that serve as
inputs for other large carbon emitters. However, when these data are viewed in the context of Linde’s value

chain and the markets the company serves, we get a very different picture.

Linde emissions footprint & benefit

In 2021, a subset of Linde applications enabled more than twice the GHG benefit than was
emitted in all global operations.

16.3 million CO2e
Scope 1 GHG
emissions: 11.4
million MT from
hydrogen
production, 4.9
million from other
GHG emissions,
driving and natural
gas use

23.6 million MT
C02e Scope 2
indirect GHG
emissions emitted
mainly from air
separation

LINDE DIRECT
EMISSIONS

39.9 MILLION

Source: Linde 2021 Sustainable Development Report.
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88 MILLION

EMISSIONS SAVED

3 million MT CO2e
avoided from
Krypton in windows
Argon in welding

12 million MT CO2e
avoided from
oxygen for
steelmaking

62 million MT CO2e
avoided from
hydrogen for
ultra-low sulfur
diesel

11 million MT CO2e
avoided from
coatings for thermal
barriers for
industrial gas
turbine and jet
engine efficiency
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In our view, these
avoided emissions

are relevant in our
valuation of Linde,
particularly as we
examine the company’'s
long-term success

In the context of the
transition to net zero.

Forexample, in 2021, Linde emitted 39.9 million metric tons of CO2, but that is not the whole story.

During engagements with the company, we were reminded by management of the role Linde’s

products play in the overall economy. Those products include medical oxygen for hospitals, nitrogen for
semiconductors, liquid nitrogen for food freezing, krypton to insulate windows and hydrogen to produce
cleaner fuels. Air gases improve energy efficiency, increase shelf life and help to eliminate or reduce
greenhouse gas (GHG) emissions. Overall, its products and technologies helped keep 88 million metric tons
of carbon emissions (more than two times Linde’s own emissions in the same year) from being released into
the atmosphere by other players along the value chain. So, a good way to think about the absolute emissions
metric in this context is that it not only takes into consideration carbon released from sources directly owned
and controlled by the company but also accounts for the impact that the company’s activities or products
have on the total emissions across the supply chain.

In our view, these avoided emissions are relevant in our valuation of Linde, particularly as we examine the
company’s long-term success in the context of the transition to net zero.

Embracing complexity: Simplifying solutions

To reach carbon mitigation goals, it is particularly important that we gain a clearer understanding of the
impact in absolute terms of players across their respective supply chains. To do this, we must look beyond
the analysis of Scope 1 and 2 data and adopt a more holistic view of the impact of some of the largest carbon
emitters, including lower emissions brought about by their products or services.

The process of decarbonizing the value chain and reaching net zero will be complex. Among other measures,
it will involve

= changes to how governments and companies report direct and indirect emissions and how company
activities affect the environment

= changes to the energy mix and the prioritization of long-term environmental stability

= investing in infrastructure to reengineer the energy grid in order to reduce the overall dependence on
fossil fuels

= radical changes to consumer behaviors and attitudes toward energy consumption

= harmonizing policy at the international level to incentivize sustainable behavior by companies
and consumers

Taking these considerations into account when seeking to understand Linde’s transition goals can help us
form a more comprehensive view of the company. For example, in 2021, oxygen produced by Linde helped
steel makers achieve more energy-efficient industrial production while preventing the release of 12.0 million
metric tons of carbon emissions. The hydrogen it produced also helped oil refiners make ultralow- sulfur
diesel, which prevented 62 million metric tons of CO2 emissions from being released. Additionally,

it conducted the first-ever commercial scale trial for using hydrogen as fuel for low-carbon steel heating and
is currently building the world’s largest polymer electrolyte membrane (PEM) electrolyzer, a device which
uses electricity to break water down into its constituent elements of hydrogen and oxygen in a process called
electrolysis. PEMs could potentially allow the large-scale use of hydrogen — a cleaner alternative to fossil
fuels such as coal — in the manufacture of carbon-intensive industries such as steel making. If the energy
used to create hydrogen from this process is sourced from renewable sources, then the carbon footprint of
the steel manufactured using hydrogen supplied by Linde will be substantially reduced.
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Digging deeper

Understanding the complexities of the energy transition puts us in a better position to evaluate Linde.

To some investors, the company may appear, as we have said, to be an emissions giant posing serious risks
to their portfolio decarbonization goals and performance returns. However, we believe the reality is different.
Linde has begun to take environmental leaps that could put them in a favorable position as the transition to
net zero progresses.

Emissions target summary

Linde has ambitious carbon emission reduction targets and appears to be on course to deliver. Although
sector guidelines are not available for the chemicals industry yet, the company is committed to setting a
science-based target within the next two years. Linde has joined the stakeholder advisory group to develop
the sector guidance that will help bring this about. Its other targets include these:

Linde’s emission reduction targets timeline

35% reduction in Decrease Reach net zero
carbon intensity absolute Scope
1 and 2 GHG

emissions by 35%
versus 2021 levels

Source: Linde 2021 Sustainable Development Report.

Looking ahead

Because the industrial gas industry ranks among the world’s largest emitters of CO2, there is a risk that

by looking solely at standard data, investors could miss some of the positive underlying environmental
attributes of the company. In our view, Linde has set ambitious and achievable targets and helped
decarbonize client supply chains, thus preventing millions of tons of CO2 from being released. This case
study highlights the power of active ownership and engagement and the value that fundamental research
provides in understanding both the opportunities presented and the risks posed by climate and other
sustainability factors. We believe the energy transition will allow Linde to support its growth profile while
improving its climate credentials through lower GHG intensity. As the transition to net zero unfolds, we will
continue to work closely with Linde.
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Please keep in mind that a sustainable investing approach does not guarantee positive results and all investments, including those that integrate ESG considerations into the
investment process, carry a certain amount of risk including the possible loss of the principal amount invested.

The views expressed 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
oras a solicitation or investment advice. No forecast can be guaranteed.

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.

Distributed by: Latin America - MFS International Ltd.; Canada - MFS Investment Management Canada Limited. No securities commission or similar regulatory authority in Canada
has reviewed this communication; 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 in the 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.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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