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SOCIAL RISK SCREEN: Walmart Inc.

EXECUTN&JMMARY

SocialRiskis the number one source of disruption and the

greatest threat to public and private sector organizations
around the globe It remains largely misunderstood, ill-

defined, and unaccountedfor in traditional risk analysisg

leavingbusinessesighlyvulnerableto its negativeeffects

ExistingSociallyResponsiblénvesting(SRIpptionsthat focus
on generatingcomparableor higherrisk-adjustedreturnsand
positive socialimpactdo not accuratelyidentify or measurea
Company'sSociaRiskexposure

SocialRiskAnalysifSRAmeasuresa O 2 Y LJI eXgosuito
adverse consequences stemming from population
based activities and negative public sentiment It enables
investment professionals to reduce variance, increase
consistency,identify mispriced assets, optimize longterm
returns, safeguardinvestments from extreme losses, and
attract new investors who prioritize socially responsible
investment

KEYASSUMPTIONS

A Public sentiment of a O 2 Y LJ- gpér&ians and its
Socially Responsibleactions is a leading indicator of
performanceandvalue

A Companieswith low SocialRiskexposureare more likely

to outperform marketexpectations
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ENODO Global collaborates with
investors  that seek  greater
understanding of their Social Risk
exposureandhave a desireto increase
their socialimpact

Companiesshould considerintegrating
9 b h 5 BdrialRiskAnalysisinto their
investment decisionsto increasetheir
bottom  line, safeguard their
reputation, and improve their
stakeholderelations
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DATAANALYTICS

ENODGnalystsdesignedandimplementeda semiautomateddata collectionand analysiglatform

tailored for 2 | f Y | sNdtificéperating environments Analystsused 9 b h 5 ISd2ialListening
tools to collect information using unique terms, topics, and hashtagsacrossvarious socialmedia
platforms The platform collected data using a combination of customizedApplication Program
Interface (APIs)and, where relevant, authorizeddata vendors It sourced,screened,and analyzed
27,929 Tweets, 21,001 Faceboolposts, 17,211 YouTubecomments,14,291 newswebsites, 11,820

blogs, 10,401 RSSeedsovera 90-day periodto inform thisreport.

FINDINGS

2 | £ Y I st Suenber of employees,geographicdiversification,and position within the retail

industry reduce its overall SocialRiskexposure However,the current UK and Mexican political

environments, its Indian investments, and technology changesacrossthe retail sector leave
Walmart vulnerableto negativepopulatiorntbasedactivities (e.g., online activism,protests, strikes,
and litigation). Moreover, ineffective Corporate Social Responsibility (CSR)initiatives, poor

marketing campaigns,and failures to addressunderlying consumer and employee grievances
increaseSocialRisk Sociallyresponsibleinvestorsseekingto maximizeearningsshouldbe wary of

Walmartuntil it addressesheseissues

RECOMMENDATIONS

Walmartcanreduceits SocialRiskexposure puild socialresilience create pocketsof stability,and
insulate its operations from broader industry trends, political instability, and social unrest by
designingits CSRpublic relations, and branding / marketing initiatives to addressunderlying
grievancesand SocialRiskfactors that exist within its variousoperating environments Investors
shouldemploy SocialListeningtools to measurethe performanceof Walmartinitiativesto mitigate
SociaRiskFactorsandreduceSociaRiskexposure

OUTLIERS

2 | £ Y| $Ndbilién investmentin Flipkarthas created unrest and heightenedSocialRiskacross
India Moreover,it continuesto negativelyimpactglobalperceptionsof2 | f Y ladifit@sin India,
whichis representedin the significantlyhigh (7.08) investmentsrating. Anin-depth examinationof
the Indiainvestmentissueisfoundin AppendixA.
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SOCIARISKSCREEN

9 b h5 B @30 SocialRiskRating (SRR)s obtained by aggregatingquantitative measurement
valuesof sentimentpolarities (i.e. positive, negative,and neutral) basedupon qualitative context

obtained through topic modeling (i.e. classifyingthe most relevant and discussedopics) across
SocialRiskFactors Country,Industry, Companyand Politics Scoredor eachSocialRiskFactorare

calculated based upon the negative sentiment divided by the sum of negative and positive
sentimentassociatedvith qualitativetopics Seebelowfor anexample

A Qualitativetopic receives0% positive,20% negative and 20%neutral publicsentiment
A Negativel (Negativet+ Positive)=20/ 80=25%
A 25%x 10 = SociaRiskRatingof 2.50

Companiesvith SRRé&elow 5.00 are more likely to meet or exceedinvestorexpectationswhereas
companieswith scoresabove 5.00 are likely to fail to meet expectations When usedto screen
companieswithin an ESGr SRportfolio, companieswvith a SRR 7.00 - 10.00 shouldbe removed,
0-3.00 shouldbeincluded,and3.01 - 6.99 left to the discretionof the portfolio manager

A High Risk (Fail) A 7.00 - 10.00 score warns of imminent or ongoing social risks that can
negativelyimpactan2 NH | y A bperétibr,yidda@yementactivities,and potential earnings
Additionally,managemenhasnot demonstratedan understandingof its socialrisk exposureor
effectivestrategyto mitigateits impacts

A 3.01- 6.99 scoresignifiesthat an investmentis notjn injminent
dangerof loss as a result of socialrisk, however, a changein the Y I y I 3 S Yftigation &
strategyor the countryandindustryenvironmentcanimpactthe SRR

A LowRisk(Pass)A 0 - 3.00 scoreindicatesthat a firm is operatingin an environmentwith few
socialrisksand/or hasan effectiverisk mitigationstrategyin place
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SOCIARISKRATINGSRR)

2 | £ Y I SRELBD7. Thiswas calculatedby averagingthe relative sentiment polarity between
positiveandnegativesentimentfor eachSociaRiskFactor TheSRRor eachSociaRiskFactoristhe
averageof the SocialRiskSubFactors EachSocialRiskSubFactoris calculatedbasedupon the
proportion of negativesentimentto the sumof negativeand positivesentimentasa percentageof
the highestSRPf 10.00.

Social Risk Social Risk Positive Negative N/ (N +P)
Factor Sub-factor Sentiment (P) Sentiment (N)
Country 7.71
USA 20.61 48.12 0.70 7.00
Mexico 18.32 71.01 0.79 7.95
UK 15.12 67.56 0.82 8.17
Industry 8.42
USA 12.42 66.57 0.84 8.43
Mexico 10.21 71.76 0.88 8.75
UK 17.12 71.84 0.81 8.08
Company 5.24
Risk Mitigation Program 42.13 38.09 0.47 4.75
Supply Chain/Partners 29.12 23.10 0.44 4.42
Operations 20.14 17.82 0.47 4.69
Investments 21.32 51.77 0.71 7.08
Politics 6.50
USA 6.97
Ruling Party 26.01 26.97 0.51 5.09
Opposition Party 35.02 42.27 0.55 5.47
Corruption 16.02 51.70 0.76 7.63
Mexico
Ruling Party 52.20 15.66 0.23 2.31
Opposition Party 11.34 70.89 0.86 8.62
Corruption 9.37 66.51 0.88 8.77
UK
Ruling Party 8.41 71.47 0.89 8.95
Opposition Party 32.31 20.12 0.38 3.84
Corruption 10.21 36.77 0.78 7.83

Table 1. WMT Social Risk Analysis
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APPROACH

ENODOGIobal combines its populationcentric methodology, advanced data analytics, and
customizedSocialListeningtools to synthesizdargevolumesof publiclyavailableinformation from
socialmedia platforms, RSSeeds,online research,and news articles Analystsemploy qualitative
and quantitative methodsto measurepublic sentimentassociatedvith key and trendingtopicsand
narrativesrelatedto a particularcompanyandits operations

ENODGmploysa repeatable,scientific,data-driven processto determinea/ 2 Y LJI SoéidRisk
Rating(SRRpasedupon four SocialRiskFactors Country,Industry,Companyand Politics Analysts
conduct topic modeling to uncover trending topics related to the O 2 Y LJI ghéraians (e.g.,
corporate socialresponsibility public relations,supplychain,and investments) Qualitativeanalysis
provides context for analysts to identify a ¥ A NJdRidl Risk exposure Public sentiment
measurements provide analysts a consistent, quantitative process (across industries and
geographiesjo evaluateaO 2 Y LJI opa¥afichsandits sociallyresponsibleactions

SOCIARISKANALYSIS

Our analysisis basedupon the widely acceptedconceptthat investor perceptionsdetermine a
02 Y LJ sfoekPrice. Measuringa LJ2 LJdzf séntinfegt @nablesENODQCanalyststo identify
public perception before the market reacts and adjusts to new information. By focusing on
perception, analysts are able to accurately evaluate a O 2 Y LJI scBofssithrough a socially
responsiblelens and overcomethe deficienciesassociatedwith typical Environmental Social,and
GovernancdESG}creensdepictedin Table2 below.

TOPIC ESG SCREEN SRA SCREEN
Data Collection Companies selfeport Multiple external sources

Data Reliability Removes incomplete data sefs  Unlimited data sources
DataTiming Quarterly lag Realtime datacollection
Data Robustness Checklists Single variable

Table 2. ESG and Social Risk Screen Comparison
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COUNTRAXSSESSMENT

2 | £ Y I'réNdil 6parationsspanacross27 countries,under 55 banners,employingapproximately
2.2 million people Ouranalysidocusedon the three countrieswith the largestlaborforces(US,UK,
and Mexico) Our analysisidentified trending topics and measuredpublic sentimentto uncover
populationdynamicghat heightenSociaRiskacros® a ¢ Qperationsandinvestments

A Headquarters Central Americ=
10, | Africa 1%

A Bentonville Arkansas Chile 296/ Japan2. Argenting 1%

A Totallaborforce
. Canada4%
A 2.2 million(total)
. L China 5%
A Nationswith highestlaborforces nase
A USA1.5 million) UK 7%
A Mexico(231,996)
A UK(162000) Mexica 10% USAGTY

FINDINGRUNITELGSTATES

Negativesentiment(48.12%) is largelydue to the O 2 Y LJI fgilére&Xd broadcastclearinformation
concerningits role in the White HouseAdvisoryBoardon workforce issues Moreover, citizensare
concernedabout job losses,following the introduction of robots in a Floridafacility, as well as
2 | f Y I nbiirddgosition on medicalmarijuanain terms of sellingit in stateswhere marijuanais

legal
Trending Topics Public Sentiment
20.61%
10.43%
22.12% 40.82%
48.12%
26.63% 31.27%
B White House board ® Robots in Florida W Negative ®mNeutral ® Positive
B Medical marijuana B Other
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FINDINGSMEXICO

Negative sentiment (71.01%) is attributed to public grievancesincluding salary disputes among
2 | f Y I phidh€@sand subsidiariedike BodegaAurrerain severallocationsoutside Mexico City.
Theseissuesare increasingnegativesentimentwith employeesand suppliers,which is negatively

impactingthe © NJ- yelRuladionin the country.

Public Sentiment
18.32%

Trending Topics

10.43%

22.12% —— 40.82%  1067%

71.01%

26.63%

B Salaryincreasedemands B Stress on suppliers B Negative M Neutral B Positive

® Terminated from groups ® Other

FINDINGINITEIXKINGDOM

Negativesentiment (67.56%) is due largelyto pay disputesand the fallout of the AsdaSainsbury
merger,whichraisedconcernsamongemployeesabouttheir job security

Public Sentiment

15.12%

Trending Topics

2.02%
9.64%

27.11%
17.32%

~_
\61.23% 67.56%

M Pay dispute W Asda-Sainsbury merger W Negative ® Neutral ™ Positive

W Supermarket shares B Other
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https://www.america-retail.com/sin-categoria/mexico-empleados-de-bodega-aurrera-y-walmart-exigen-incremento-de-salario-y-reparto-de-utilidades/
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follow this path with the result that retail trade will be restricted to few
K I )/ R dafcetate of All India TraderSywitter

INDUSTRAXSSESSMENT

Asthe largestretailer in the world, Walmartis animmenselyinfluential playerin the retail industry,
employinga significantpercentageof the localretail workforcein its three keylocations Inthe USA
alone, Walmart employsnearly 10% of the local retail employee population Public perceptions
relatedto the retail industryin2 | £ Y |-t k&yoperatingregionsrevealadditionalinsightsinto

underlyingSociaRiskfactorsimpactingthe companyandits operations

A 2 I t Y Ip&defageof the retail industrylaborforce in eachcountry:
A USAL10%
A UK(9%
A Mexico(25%)

FINDINGRUNITELGSTATES

Negative sentiment (66.57%) persists due to grievancesemerging from Walmart adopting
biometricson shoppingcarts Usersguestionwhetherthis actioninfringeson their privacy Negative
public sentimentis alsodriven by millennial customers(aged19 to 25) who find 2 I £ Y |-oNlfieQ &
offeringunsuitableto their shoppingneeds

Trending Topics Public Sentiment

12.42%
8.04%

9.12% 4

21.01%

—]

46.11%
36.73% ~~.__66.57%
H Tech adoption ® Millenial shopping W Negative ® Neutral ® Positive
Employee grievances B Other
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FINDINGSMEXICO

Risingfuel prices and concernsabout the direction of the new North American Free Trade
Agreement(NAFTA}leal are driving negativesentiment(71.76%) amongconsumersandemployees
towardsa S E A @taildndustry. Positivesentiment(10.21%) is due to the favorableperceptionsof
2 | Y letbhof@impactonthe O 2 dzy tetdiBnOustry.

Public Sentiment

10.21%
10.14% ™~

Trending Topics

11.12%

52.03%

26.71%
71.76%

B Fuel price B Growthin retail ®m New NAFTA deal m Other m Negative ® Neutral ™ Positive

FINDINGRNITEIKINGDOM

Negativesentiment(71.84% is largelydue to massivejob lossesand public uncertainty about the
future of the| Y f2gilindustryin the wakeof Brexit

Public Sentiment

17.12%

Trending Topics

6.94%

10.21%
20.64% 11.04%
62.21%
71.84%
m Mass layoffs B Employee grievances W Negative ™ Neutral ™ Positive
W Brexit Concerns B Other
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COMPANASSESSMENT

2 | f Y Iréplitalién dependsuponthe performanceof its risk mitigation programsrelatedto CSR,
supply chain partnerships,operations,and investments Identifying trending topics and measuring
public sentiment for each of these componentsreveal insightsinto the O 2 Y LJI hfcaderrisk

portfolio.

FINDINGRISKMITIGATIOIRROGRAM

Walmart enjoys favorable public perception of its aggressiveCSRinitiatives, particularly those
designedo reducegreenhouseemissions

Trending Topics Public Sentiment

7.23%

10.01%
42.13% 38.09%
20.51%
62.25%
19.78%
m Reduction in emissions @ Buybacks ™ Biometrics ® Other ® Negative ® Neutral ®m Positive

FINDINGSUPPLEHAIN/PARTNERS

Arecentpositivereporton2 | f Y IsijdlyzBainin the GlobalResponsibilihReportand current
conversationson L . abfdékchainintegrationinto the O 2 Y LJI sfigblchain hasdriven positive
sentiment However publicuncertainty(i.e. neutral sentiment)persists

Trending Topics Public Sentiment

12.03% 29.12% 23.10%

20.28% 46.97%
20.72% 47.78%
M Responsibility Report M Blockchain supply chain m Negative mNeutral ® Positive
M Food missing W Other
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FINDINGSOPERATIONS

Neutral sentiment(62.04%) of 2 | f Y I opdiafio@isexistsdue to poor engagemenpf2 | £ Y I NI Q2
messagegoncerningoperationsand logisticswith customers Discussionsegardingtransportation
to inland distribution centers are increasingas customersand retailers debate the impact of

2 | £ Y Indldpavatefleets.

FINDINGSNVESTMENTS

2 | f Y lin@s@hantsare met with negativesentiment (51.77%) due to public perceptionsthat
customeroriented initiatives are not being addressed Specifically,customerswant Walmart to
investmorein onlinebusinesgo competewith ! Y I | ?fférihgs
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https://multichannelmerchant.com/operations/walmart-taking-distribution-transportation-services-schneider/
https://www.truckinginfo.com/324601/walmart-plans-to-go-with-private-fleet-at-ohio-facility
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