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Announcer voice: You're listening to Fixed on ESG, a monthly podcast seties brought to you by PGIM

Fixed Income, an active global fixed income investment manager.

Samantha Van Belle, ESG Specialist: Hi, and welcome to Fixed on ESG. I'm Samantha Van Belle, your
host for today and ESG specialist here at PGIM Fixed Income. This month's episode focuses on a topic that
pertains to each of us, fashion. Regardless of whether or not you deem yourself fashionable, nearly everyone
on the planet either participates in or is impacted by the fashion industry in some way, shape, or form. In
2023, the global fashion industry's estimated worth was $1.7 trillion U.S., and the industry employs an
estimated 430 million people representing nearly 12% of the global workforce. While you may have heard the
term fast fashion and its negative connotation thrown around in recent years, the breadth of impact of the
fashion industry can often be overlooked. According to the Ellen MacArthur Foundation, a nonprofit that
provides research on the benefits of a circular economy. Every second, the equivalent of a garbage truck
worth of clothes is burnt or buried in landfills. This doesn't take into account the textiles grabs, water waste,
social cost, and other byproducts of the fashion industry. In fact, it is responsible for about 10% of global
carbon emissions, making it the second most emitting industry. To put that in perspective, the fashion
industry produces more carbon emissions than air travel and maritime transport combined. From farmers and
textile workers to designers and retailers, there are so many steps that go into every piece of clothing in your
wardrobe. Here to help me make sense of the intersections between sustainability and the fashion industry is
Nuvneet Dhillon, ESG specialist here at PGIM Fixed Income covering the consumer goods sector. And
Alice Roche-Naude, Sustainability Strategy Director at Futerra. Who works with brands to articulate their
ambition on sustainability, unpacking complexity, prioritizing issues, defining programs, and setting goals.

Alice, maybe you can start by explaining what fast fashion actually is.

Alice Roche-Naude, Sustainability Strategy Director, Futerra: Thank you so much, Sam. I'm really
excited to be here to talk about fashion today and sustainability. So fast fashion fundamentally refers to the
accelerated production of high-volume, trend-driven, and often inexpensive apparel. The core characteristic
of fast fashion is a rapid turnover of inventory with new styles introduced frequently, sometimes multiple
times a week, to capture fleeting consumer trends. Think of it like a conveyer belt of trends. So traditional
fashion houses used to have four season, spring, summer, autumn, and winter. And fast fashion completely
blew that out of the water. Now you have brands turning out dozens, sometimes even hundreds, of micro
seasons a year. They're constantly trying to captute the very latest trends straight from the runway and get
them onto the shop floor as quickly and as cheaply as possible. And just when you thought fast was fast
enough, we now have ultrafast fashion. These brands, often online centric, introduce thousands of new
designs daily. This approach dramatically compresses the time from concept to consumer. Ultrafast brands,
often online only, can drop thousands of new designs every single day. They use real-time data and artificial

intelligence to spot trends and get a garment from concept to your closet in a matter of days, sometimes



hours. It really pushes that idea of buy it now or miss out, creating an even more intensified cycle of

consumption and disposability.

Sam: Thanks, Alice. That's a really great explanation and I think anyone who spent some time on social
media can attest how quickly trends go in and out of style these days. Nuvneet, given your work in the

consumer space, could you describe for our listeners what has driven the fast fashion phenomena?

Nuvneet Dhillon, CFA, ESG Specialist: Thanks so much, Sam, and thanks for having me. There's
definitely a few factors at play here that's really driven this growth and momentum in fast fashion. So we've
seen globalization, high inflation, and cost of living crisis, evolving demographics, and social media, to name a
few. But in my view, if I had to pin it down, I would say it's consumer demand. So it's demand from
consumers to access cheap, and note I say cheap rather than affordable. Because to me, cheap clothing means
you can buy clothes, wear them, dispose of them, and replace them very easily. And you have this quick and
rapid access to trends from the runway and social media, as Alice mentioned. You have so much variation in
clothing options that you can change your looks at very little cost. And you can't deny it. Fast fashion is
quick. It's easy and it's very convenient. So while the environment and social costs are undeniable, fast fashion
continues to have a crucial role with consumers. Particularly with lower income backgrounds or actually
people who just don't want to spend a lot on their clothing. As sustainable alternatives often come with a
ptice premium that remains out of reach for many. This combined with the industry's desire to proceed with
unrelenting revenue growth and prioritize sales volumes rather than improving and investing in the durability
and resilience of its products. Has led to mass production and mass consumption in this sector. And fast

fashion really is the pinnacle of this.

Sam: That's cleatly a really big problem and one which we've seen portrayed in the data. So since 2000,
clothing production has doubled while garment usage lifetime has decreased, exacerbating all the problems
that you just discussed. So given the demand for faster, cheaper clothing, do you think there's an incentive for

apparel companies to be more sustainable?

Nuvneet: Now I think there are some apparel companies doing amazing things, particularly on the
sportswear side and outdoor brands. And there is a growing consumer base that does actually care about how
their clothes are made. As part of our job, we talk to customers, we engage with them, and on the whole, we
have seen a general awareness from fashion brands that they need to prioritize more sustainable materials,
ethical labor practices, increase their transparency, and we are seeing this awareness even if progress to date
has actually been slower than what's requited given the scale of the problem. But back to your original
question, I don't really think that the broader system in which the fashion industry operates in does actually
incentivize sustainability. It's really hard to ignote the consumer demand and now the actual expectation from
consumers to have access to cheap and disposable clothing. There is also a huge amount of pressure on
brands to reduce their costs and sell more. And do I think that the incentives across the value chain are

somewhat misaligned even if the apparel company, itself, wants to be more sustainable.

Sam: So even if brands find a client base to prioritize sustainability, what other challenges do these

companies face in ensuring their products are actually sustainable?

Nuvneet: So I think the largest challenge is the fact that supply chains are so large and disconnected and
there's such a lack of transparency across all the different steps of the value chain. And unfortunately, for

these companies, most of the negative impacts lie within the supply chain.
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Alice: Yes, and most of these large companies have a complex, multi-country, tiered system for their supply
chain, as Nuvneet just mentioned. And it begins with raw materials suppliers, seeing cotton farms in one
nation, synthetic fiber production in another. From there, it flows through spinning wheels, dyeing facilities,
and fabric manufacturers, and then it goes to garment assembly factories. The goods then will pass on
through logistic providers before reaching retailers and then consumers. Plus, you often see a lot of

subcontracting and informal labor embedded in these operations, making traceability even more challenging.

Nuvneet: Yeah, that's a really good point. There are so many steps. And just as an example, if you take a
brand that actually wants to source its raw materials sustainably, this is really tough problem to solve. Most
commodity systems don't really have traceability as they're designed to be interchangeable. So the challenge
for brands isn't actually getting to the farm, but instead, it's getting sustainable fibers from the farm through
these complex value chains with good disclosure. So that the end customer can see what they're actually
buying and for the company to prove that they are being sustainable with respect to sourcing. If you take
cotton traceability as an example, growers and farmers get the same price for cotton because the market does
not value sustainability. The market doesn't price in the negative X analyses associated with the environmental
and social cost of cotton. So a farmer with the most sustainable practices versus a farmer who is doing
nothing will receive the same price for their cotton. So as you can see, there's actually little incentive for the

grower, who's right at the beginning of the supply chain, to change.

Sam: Those are really great insights, so thank you, both. Given these obstacles, where do you feel that there

are opportunities for innovation in the industry and do you believe that these are cost effective?

Nuvneet: I mean, it's no secret. Addressing sustainability challenges in the fashion industry is hard and it's
often expensive. But with that said, the consequences are just too great to simply ignore the problem. There
are areas that exist where companies can reduce their negative impact where it makes sense from a business
perspective. For example, knowing your supply chain. A lot of companies don't have a good understanding
and a good grasp of what their entire supply chain looks like, particularly beyond Tier 1 suppliers. So going
back to the cotton example, the 2022 floods in Pakistan is a really interesting case study. It destroyed 40% of
the annual cotton crop. Some brands actually rely 100% on Pakistani cotton. So there was this huge supply
chain disruption which impacted business operations, and it impacted revenues. Knowing one’s supply chain
and having better transparency and oversight is a first step in being adequately prepared for certain ESG risks.
In this case, it was physical climate risks. From that, then companies can work in reducing negative impacts.
So if they know where they're sourcing their cotton from, they can then engage with farmers on things like
regenerative agricultural practices to improving soil health and using water more efficiently. So on and so
forth. Overall, what we've seen is that companies may need more staff than countries that they're sourcing
from because this appears to be a bit of a blind spot. We have seen that the leading brands tend to have more
boots on the ground and are more vertically integrated, all the way from board level to farmers. Also,
investing in technology like robotics and Al it doesn't have to always be big and expensive. There are people
working on small-scale solutions. For example, we've seen technologies that are giving companies data on
soil. This allows them to reduce pesticide residue, reduce fertilizer use, monitor pollution levels in water. We

have seen also brands adopting digital IDs and keeping data on the journey of their products.

Alice: Yeah, great point, Nuvneet, and to add to that, I'd love to just dive into the fact that the rules of the
game for global fashion sourcing are fundamentally changing. And this is creating a compelling business case
for sustainable solutions. Geopolitical shifts and evolving trade policies, particularly those tied to human
rights and environmental performance, are no longer just nice to haves. They'te becoming financial

gatekeepers. So, for example, recent changes to U.S. de minimis tariff exemption previously allowing duty-
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free entry for low-value imports under $800 was ended for Chinese-origin goods on May 2nd of this year,
2025. And this is effectively making those ultra-cheap, direct-to-consumer imports less viable, forcing brands
to truly reevaluate their entire sourcing strategies based on more than just initial cost. Proactive investment
and transparent, auditable, and resilient supply chains isn't just about ethics, anymore. It is a strategic
imperative to avoid significant tariff penalties, costly supply chain disruption, as mentioned in the Pakistani's
cotton, in the example Nuvneet gave us, and senior reputational damage. This pressure directly forces new
innovation in how brand design, source, and produce. And it also creates ripple effects as brand demand
higher standards from their suppliers, driving industry-wide improvement. And this leads directly into why
the linear take, make, dispose model is increasingly being challenged. It is simply unsustainable from an
economic standpoint. Our reliance on constantly constructing virgin materials is subject to volatile prices and
increasing viscosity. While the cost of waste disposal is skyrocketing due to limited landfill space and structure
regulation. And this is precisely why waste reduction and circularity initiatives are becoming massive drivers
of cost efficiency and new revenue streams, truly building the business case for sustainability. So, for instance,
by investing in innovation like fiber-to-fiber recycling of post-consumer waste. Brands can drastically reduce
their reliance on those volatile virgin materials market and lower disposal fee. It's about recovering value from
what was once considered waste. I'm personally very, very interested in the breakthrough in new materials
here, things like bio-based materials or advanced textile recycling. And these aren't just about reducing
environmental impact. They're about redefining economic value, creating more resilient businesses, and more
resilient business models, through things like rentals, resell, and rebirth services. It is about grasping the
opportunity here. And so when leading brands adopt these circular strategies, most in desperate need of
scaling, if I'm being honest, then creates a powerful ripple effect once more across the industry. Setting new
benchmarks and accelerating the broader shifts towards a more sustainable and economically sound fashion

future.

Sam: You both make some really great points, and I think it really drives home that the industry is a lot more
complex than it may seem on the surface. And, ultimately, the system is no longer working, and we can't
ignore the environmental and social cost any longer. As put by the Fashion Index, "Unless brands commit to
reducing the number of new items they produce, they are only expanding the quote, 'circle,' rather than
reducing it." So while improving circularity offers some hope for the industry, do you believe that fast fashion

can truly ever be sustainable?

Nuvneet: So this is really the big question. So as investors, when we assess the issue impact of the company,
we consider the products and services of the company and the impact on the environment and on society.
And then we assess how a company is managing its operational impacts. So in this case, what are they doing
to reduce their emissions? How are they addressing human rights? Fast fashion companies can improve their
operational impacts and we have seen them do this. So there's an increase in companies that are setting that
zero targets emission reduction targets that are approved by the SBTI, the Science-Based Targets Initiative.
We've seen companies increase the amount of recycled content in their clothing. We've seen companies
enforce policies that ensure safe working conditions for employees and implement living wage. So there is
stuff that can be done on the operations side. The question really remains can you produce excessive amounts
of clothing at a very low cost when we have such finite resources on our planet. And I just want to be clear.
There is a huge amount of disparity between companies and there are ones that are doing a lot more than
others. So we are absolutely seeing companies that are leading the way, but unfortunately, the fast fashion

industry as a whole is so far away from where it needs to be.

Alice: Yeah, and building on that, the reality is that most companies in fashion were indeed ahead of the

curve in setting bold sustainability and vision just a few years ago pre-pandemic. Compared to other sectors.
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They put out impressive targets for mission reduction, circularity, and ethical sourcing. But the last few years,
we've now moved from the idea of mission setting to tangible action. And these companies, they now need to
show receipts, true, verifiable, and meaningful action on the ground, not just pledges as we are approaching
very rapidly 2030. So for investot, it's about seeing tangible reduction in an environmental footprint and
demonstrable improvement in human rights across their complex supply chains. And this kind of authentic,
systemic progress, however, will only ever happen if they truly, truly collaborate together. And the problems,
they're just too deep-seated and spend too many tiers of the global supply chain for any single company to
solve it alone. It demands collective investment in new technologies, shared data platform, and cross-industry

advocacy to shift the entire cost system towards a more sustainable and equitable future.

Sam: Great. So while companies can help improve the situation, the problem with access, demand, and over-
consumption can't be solved without changes in consumer demands, as well. And this may all sound very
daunting and ominous, but there are brands focused on innovation and environmentally friendly habits. Alice,
as you mentioned before, we've seen an increase in popularity of rental and resale platforms which promotes
buying second hand. And renting items rather than purchasing them for wearing just once or twice. In terms
of innovation, we've seen a lot of new companies in the textile space, including a material technology
company which creates fabric to widen as it stretches. Enabling them to design children's clothes that grow
with the child over time. Another inventive company in that space uses the hides of harmful invasive species
to create leathers. And in doing so, they help regenerate native biodiversity and create jobs at the same time.
And so while brands like this won't solve the fashion crisis, it is a step in the direction that we want to go and
an indication that there is consumer interest in sustainable habits. With that, I want to thank Alice and

Nuvneet for joining me today.
Nuvneet: Thanks for having us, Sam.
Alice: Thanks, Sam. Really interesting conversation.

Sam: Thank you both, again, and as you both help unpack, there is still a long way to go in the fashion
industry. However, listeners should not be discouraged. There is lots of room for improvements for both
producers and consumers. So maybe the next time you go shopping, you'll think about all the hands that went
into making your garment and where the materials came from rather than just the price and ask yourself is it

worth it. Thank you and come back next month for another episode of Fixed on ESG.

Announcer voice: We hope you've enjoyed today's podcast. Subsctibe to keep up with the latest episodes of
Fixed on ESG. For more insights and thought leadership, visit PGIMFixedIncome.com. This podcast is
intended solely for professional investor use. Past performance is not a guarantee of future results. All
investments involve risk, including the loss of capital. This material is not for distribution to any recipient
located in any jurisdiction where such distribution is unlawful. This podcast includes the views and opinions
of the authors and may not reflect PGIM Fixed Income's views. PGIM and its related entities may make
investment decisions that are inconsistent with the views expressed herein. This podcast may contain
information regarding PGIM Fixed Income's current ESG program, and is not intended to include
information about any particular product or strategy, or how any particular product or strategy will be
invested or allocated at any particular time. As permissible, we may change our ESG processes without
notice. This podcast should not be reproduced without PGIM's prior written consent. No liability is accepted
for any direct, indirect or consequential loss that may arise from any use of the information contained in or
derived from this podcast. PGIM Fixed Income is not acting as a fiduciary. The contents are for

informational purposes only, are based on information available when created and are subject to change. It is
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not intended as investment, legal or tax advice, and does not consider a recipient's financial objectives. PGIM
Fixed Income is a business unit of PGIM, the global asset management business of Prudential Financial Inc.,
which is not affiliated in any manner with Prudential PLC, incorporated in the United Kingdom, or with
Prudential Assurance Company, a subsidiary of MNG PLC, incorporated in the United Kingdom. Copyright
2025, the PGIM logos and the rock symbol are service marks of PGIM and its related entities registered in
many jurisdictions worldwide. The views of any of our guests on this podcast do not necessarily reflect the
views of PGIM Fixed Income.
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IMPORTANT INFORMATION

Source(s) of data (unless otherwise noted): PGIM Fixed Income, as of June 2025.

For Professional Investors only. Past performance is not a guarantee or a reliable indicator of future results and an
investment could lose value. All investments involve risk, including the possible loss of capital.

PGIM Fixed Income operates primatily through PGIM, Inc., a registered investment adviser under the U.S. Investment Advisers Act
of 1940, as amended, and a Prudential Financial, Inc. (“PFI”) company. Registration as a registered investment adviser does not imply
a certain level or skill or training. PGIM Fixed Income is headquartered in Newark, New Jersey and also includes the following
businesses globally: (i) the public fixed income unit within PGIM Limited, located in London; (ii) PGIM Netherlands B.V., located in
Amsterdam; (iif) PGIM Japan Co., Ltd. (“PGIM Japan”), located in Tokyo; (iv) the public fixed income unit within PGIM (Hong
Kong) Ltd. located in Hong Kong; and (v) the public fixed income unit within PGIM (Singapore) Pte. Ltd., located in Singapore
(“PGIM Singapore”). PFI of the United States is not affiliated in any manner with Prudential plc, incorporated in the United
Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. Prudential, PGIM,
their respective logos, and the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions
worldwide.

These materials are for informational or educational purposes only. The information is not intended as investment advice and is not a
recommendation about managing or investing assets. In providing these materials, PGIM is not acting as your fiduciary. PGIM Fixed
Income as a general matter provides services to qualified institutions, financial intermediaries and institutional investors. Investors
seeking information regarding their particular investment needs should contact their own financial professional.

These materials represent the views and opinions of the author(s) regarding the economic conditions, asset classes, securities, issuers
or financial instruments referenced herein. Distribution of this information to any person other than the person to whom it was
originally delivered and to such person’s advisers is unauthorized, and any reproduction of these materials, in whole or in part, or the
divulgence of any of the contents hereof, without prior consent of PGIM Fixed Income is prohibited. Certain information contained
herein has been obtained from sources that PGIM Fixed Income believes to be reliable as of the date presented; however, PGIM
Fixed Income cannot guarantee the accuracy of such information, assure its completeness, or warrant such information will not be
changed. The information contained herein is current as of the date of issuance (or such earlier date as referenced herein) and is
subject to change without notice. PGIM Fixed Income has no obligation to update any or all of such information; nor do we make
any express or implied warranties or representations as to the completeness or accuracy.

Any forecasts, estimates and certain information contained herein are based upon proprietary research and should not be interpreted
as investment advice, as an offer or solicitation, nor as the purchase or sale of any financial instrument. Forecasts and estimates have
certain inherent limitations, and unlike an actual performance record, do not reflect actual trading, liquidity constraints, fee. These
materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial instrument
or any investment management services and should not be used as the basis for any investment decision. PGIM Fixed Income and its
affiliates may make investment decisions that are inconsistent with the recommendations or views expressed herein, including for
proprietary accounts of PGIM Fixed Income or its affiliates.

Investing in the bond market is subject to risks, including market, interest rate, issuer, credit, inflation risk, and liquidity risk. The
value of most bonds and bond strategies are impacted by changes in interest rates. Bonds and bond strategies with longer durations
tend to be more sensitive and volatile than those with shorter durations; bond prices generally fall as interest rates rise, and low
interest rate environments increase this risk. Reductions in bond counterparty capacity may contribute to decreased market liquidity
and increased price volatility. Bond investments may be worth more or less than the original cost when redeemed. Mortgage- and
asset-backed securities may be sensitive to changes in interest rates, subject to early repayment risk, and while generally supported
by a government, government agency or private guarantor, there is no assurance that the guarantor will meet its obligations. High
yield, lower-rated securities involve greater risk than higher-rated securities; portfolios that invest in them may be subject to greater
levels of credit and liquidity risk than pottfolios that do not. Investing in foreign-denominated and/or -domiciled securities may
involve heightened risk due to currency fluctuations, and economic and political risks, which may be enhanced in emerging markets.
Currency rates may fluctuate significantly over short periods of time and may reduce the returns of a portfolio. Commodities contain
heightened risk, including market, political, regulatory and natural conditions, and may not be suitable for all investors.
Diversification does not ensure against loss.

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar
Square, London, WC2N 5HR.PGIM Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United
Kingdom (Firm Reference Number 193418). In the European Economic Area (“EEA”), information is issued by PGIM
Netherlands B.V., an entity authorised by the Autoriteit Financiéle Markten (“AFM”) in the Netherlands and operating on the basis of
a European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance of
provisions, exemptions or licenses available to PGIM Limited including those available under temporary permission arrangements
following the exit of the United Kingdom from the European Union. These materials are issued by PGIM Limited and/or PGIM
Nethetlands B.V. to persons who are professional clients as defined under the rules of the FCA and/or to persons who are
professional clients as defined in the relevant local implementation of Directive 2014/65/EU (MiFID II). In Switzerland,
information is issued by PGIM Limited, London, through its Representative Office in Zurich with registered office: Kappelergasse 14,
CH-8001 Zurich, Switzerland. PGIM Limited, London, Representative Office in Zurich is authorised and regulated by the Swiss
Financial Market Supervisory Authority FINMA and these materials are issued to persons who are professional or institutional clients
within the meaning of Art.4 para 3 and 4 FinSA in Switzerland. In certain countries in Asia-Pacific, information is presented by
PGIM (Singapore) Pte. Ltd., a regulated entity with the Monetary Authority of Singapore under a Capital Markets Services License to
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conduct fund management and an exempt financial adviser. In Japan, information is presented by PGIM Japan Co. Ltd., registered
investment adviser with the Japanese Financial Services Agency. In South Korea, information is presented by PGIM, Inc., which is
licensed to provide discretionary investment management services directly to South Korean investors. In Hong Kong, information is
provided by PGIM (Hong Kong) Limited, a regulated entity with the Securities & Futures Commission in Hong Kong to professional
investors as defined in Section 1 of Part 1 of Schedule 1 of the Securities and Futures Ordinance (Cap.571). In Australia, information
is issued by PGIM (Australia) Pty Ltd (“PGIM Australia”) for the general information of its wholesale clients (as defined in the
Corporations Act 2001). PGIM Australia is an Australian financial services ("AFS") licence holder (AFS licence number 544946). In
Canada, pursuant to the international adviser registration exemption in National Instrument 31-103, PGIM, Inc. is informing you
that: (1) PGIM, Inc. is not registered in Canada and is advising you in reliance upon an exemption from the adviser registration
requirement under National Instrument 31-103; (2) PGIM, Inc.’s jurisdiction of residence is New Jersey, U.S.A.; (3) there may be
difficulty enforcing legal rights against PGIM, Inc. because it is resident outside of Canada and all or substantially all of its assets may
be situated outside of Canada; and (4) the name and address of the agent for service of process of PGIM, Inc. in the applicable
Provinces of Canada are as follows: in Québec: Borden Ladner Gervais LLP, 1000 de L.a Gauchetiére Street West, Suite 900
Montréal, QC H3B 5H4; in British Columbia: Borden Ladner Gervais LLP, 1200 Waterfront Centre, 200 Burrard Street,
Vancouver, BC V7X 1T2; in Ontario: Borden Ladner Gervais LLP, 22 Adelaide Street West, Suite 3400, Toronto, ON M5H 4E3; in
Nova Scotia: Cox & Palmer, Q.C., 1100 Purdy’s Wharf Tower One, 1959 Upper Water Street, P.O. Box 2380 -Stn Central RPO,
Halifax, NS B3] 3E5; in Alberta: Borden Ladner Gervais LLP, 530 Third Avenue S.W., Calgary, AB T2P R3.

© 2025 PFI and its related entities.
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