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Introduction

| have been asked to compitereport by IFA Magazine that is designed to provide sufficient information to enable
advisers tabe confident to follow the edictof the Financial Conduct Authority relating to the ongoing inclusion of
Responsibleédustainable Finance in the advice process for investment clients.

There are many column inches devoted to ESG Investment in the press on a daily basis. | do notdinplgddito
that. This report is to provide details of the mdiiticeted world of Sustainable Finance and in particular, investments
based on Environmental, Social and Governance (ESG) issues.

| have been helped in compiling this reportdnyme industryrecognised experts as well as some fund managers who
have built a trackecord in Sustainable Investment and embraced this style of investment as the backbone of their
investment culture.

This area of consideration should be relatively simple for adviedsgng into their investment discussions with clients
as Sustainability Issues ampicalin the news

1 Extremes in weather.

1 Melting of ice caps, adverse effects on exystems, flooding, large scale fires

1 Shortages of supplies of various products aaad materials.

1 International Conference COP26 taking place in Glasgow in November 2021.
9 Pressure groups Insulate Britain, Extinction Rebellion etc

These issues affect clients on a dayday basis and most clients will have a view alamsgiects that are important to
them.

hyS 2F (GKS 32Ffta F2NJGKS /htuc adzYYAld Ay b2@SYOSNI Aa (2
play their part and we need work towards unleashing the trillions in private and public sector firendeed to secure
global net zero.

The FCA has brought in the Sustainable Finarsed3ure Regulation which applies to fund managers and providers. |
would expect this to be rolled out to Financial Advisers and Wealth Managers early nexti@&@ovenment has

recently published its Greening Finance: A Roadmap to Sustainable Investment document in this respect. This is a joint
document between HM Treasury, Department for Work & Pension and the Department for Business, Energy & Industrial
Strategy. Som parts of that are included in this document and a link to the report is also provided.

This report is to provide information for advisers and wealth managers to enable them to be confident to discuss
Responsible/Sustainable investment strategies.

DuguudSurvey

However, one of the problems with approaching Responsible Investment is the lack of understanding by advisers and the
general public. One of mgng-standing associatedMark Palmer(mark@maverickplanet.co.Ukwho runs a leading

consultancy on change Maverick Plafigtps://maverickplanet.co.uk), organised a independentsurveyvia Kantar.

This survey is among the largest pieces pf quantitative consumer research done to date with a consumer sample of
around 3,000. Bsearcling public attitudes to investment funds seeking to make a positive impact on society and the
environment on behalf of Dugnd (wvww.duguud.uljin June 2021. The summary of key findings is as follows:

1 High agreement that social and environmental areas are what government and businesses should address as the
UK rebuilds post the pandemic.

1 High agreement that more businesses are intending to act in a good way for the environment and society is a
good thing.

1 al22NAGe I NBE O2yOSNYySR AF 'Y odaAaAySaasSa t221Ay3 FT2N
outside the UK.

1 Majority hawe distrust of claims, as well as the openness and transparency, of business and finadsial
FNRdzy R WAYLI Ol Ay@SailiAyaoeQ ¢KS& FINBE OeyAololrft Foz2dzi W

1 Possibly linked to these concerns, the vast majority agree funds should be regulated te theguareopen,
transparent and show the measurable impact achieved.

1 Only 11% understand the concept of the UN Sustainability Goals.

f W/ AdeQ 2FNH2y &dzOK Fa WAYLI OG Ay@SadGAy3aQ Aathefh Af Ay3
term.


mailto:mark@maverickplanet.co.uk
https://maverickplanet.co.uk/
http://www.duguud.uk/

f 2KSy GKS GSNY WAYLI OG Ay@gSaidAy3IQ A& SELX | Ay&Ror A NB
companies, the UK economy and the British people as we rebuild.
f 2KSy GKS GSN)Y WAYLI OG Ay@SailA yhambliaviouldchnsifier thisgaS R A i NB
I an area for their investments and might consider it over:
0 norHimpact investing options
0 non-impact investment options that historically give a higher return
f ¢KS YIFI22NAGe 2F LIS2LY S yAdrs alikySSey (RA 36208 RNTRFS { FAYD SUNE 2Ly O
to them, would pay more attention to it as a possible investment choice.
f LYGSNBad Ay WAYLI OGO Ay@SaidyYSyidiQ FYyR Ay NBASI NOKAy3
Millennials hold ihancial products compared to older groups.
1 YYy26Ay3d GKS 2L NIdzyAGe A& G2 Ay@Sad Ay 'Y O2YLI yAS
majority of people.
1 Majority of people would expect that financial advisors and pension providers nmagrstand and offer
options that include investing in companies that do good.
1 ¢KS YFI22NRGe glyd Iy WAYLIOG Ay@SadayYSydQ FdzyRQa Y2y
than to just buying shares on the stock market.
1 YYy26Ay3 | yawxSyl QuTazyRBSsl a 2LSys | O02dzyialotS yR g2
buying shares in the stock market) was amongst the main ways to increase confidence (61% of survey).
9 hiKSNJ IaLlsSoaa GKFEG AYyONBI&aSR hode®A YLI O Ay@SadaySyiaQ
o Documenting the impact achieved
0 Reporting to an independent board
o0 Committing to fund companies at fairer rates
0 Ensuring any company invested in met at least three UN sustainability goals
f LT Iy WAYLI OG Ay@SadyYSyi e ahmsfhalf & BkhaduftsSveuldacdnsider itdLaa G 2 F
option for investment. Millennials are more likely to do so than older age groups.

1 2KSYy 3IAQSYy I OK2A0S 06Si6SSy I FdAte FSIFGdZNBR WAYLI O
credentialsbut a higher return, all age groups chose the former over the latter.
f L¥ | FdzyR SEA&GSR GKIFIG RSt ABSNBR 2y AdGa AYLIFOG FAYa

would accept 0% return.

1 Ata minimum threshold of a 4% return or less, altrfwaf of the Target Investor Group would consider such an
WAYLI OO0 Ay@SaldyYSyiQo ¢KA& AYLIASE GKS LRGSYdGArf F2N
is fairly broad.

As we can see, the use and understandingu@fonis a major reasofor client inertia in respect of Responsible
Investment,| am going to start with a glossary.

Tony Catt

Compliance Consultant
TC Compliance Services
07899 847338



Glossaryprovided by Schroders

This glossary has been provided by Schroders Investment Management Limited.

Active ownership

Actively influencing corporate behaviour to ensure the companies we invest in are managed in a
sustainable way. This helps to both protect and enhancevtiiee of investments.

Bestin-class A company or country that leads its peers in terms of sustainability practices and performance

Carbon footprint |! YSF&adz2N® 2F | 3INBdzLJE AYRAGARdAzZHE S O2YLI} yé 2NJ
include ptal carbon emissions or carbon intensity.

Carbon Intensity |! 3INRBdzZLJs AYRAQGARdZ f X O2YLlye& 2N O2dzyiNEQa Ol |

Carbon negative An entity whose activity removes more carbon emissions from the atmosphere than it adds.

Carbon neutral ' OKAS@GAY3I ySi TSNR OFNb2y SYAdaarzya o6& ol fly

carbon neutrality is often (but not always) validated or certified by a third party. Use of these terms v;
by region.

Carbon ofsetting

Compensating your total carbon emissions by funding carbon negative activities elsewhere. Compar
often offset their existing emissions by investing in projects such asptee#ing.

Carbon pricing

Assigning a cost to emitting CO2 into theasphere, usually in the form of a fee per tonne of CO2
emitted or limiting the total emissions firms can produce and issuing emissions permits. Putting an
economic cost on emissions is widely considered to be the most efficient way to encourage ptdiuters
reduce what they release into the atmosphere.

Carbon Valueat-
Risk (VaR)

I Y2RSt RS@St2LISR o6& {OKNRRSNH (2 YSI adNBE K2|
SatAYFGSa GKS AYLI OG 2y O2YLI yASadnel NyAy3a

Circular economy

An economy in which there is no waste because resources are never dispastbpfare continually
recycled or reused.

Clean technology

A range of products, services and processes that reduce the use of natural resources, cut or elimina
emissions and waste, and improve environmental sustainability. Wind turbines and electric vehicles
two examples.

Climate Progress
Dashboard

Schro NEQ LINPLINASGFNE (22t 6KAOK (NI Ola G(KS LINZ
to 20C. The dashboard includes 12 objective indicators, from political action through to carbon pricey
fossil fuel use, and currently points to a rideser to 4 oC. The information can help investors to
understand the scale of change required and to identify areas of investment risk and opportunity.

Climate change

The changing nature of our global climate, such as warming temperatures and risiegedsaas a result
of both natural weather patterns and human activity. Not to be mistaken for global warming, which
focuses solely on rising temperatures due to human activity.

Climate neutral

Achieving zero total emissions of all greenhouse gasdsasimethane and nitrous oxide, not just carbo
dioxide. Once carbon neutrality commitments become commonplace, we expect commitments to be|
more stringent by progressing towards climate neutrality.

Climaterelated
risks

divided into two majorcategories: (1) financial risks related to the transition to a loasbon economy
and (2) financial risks related to the physical impacts of climate change.

Collective or Working together with other institutional shareholders influence company management and effect

collaborative positive change. Collective engagement may involve meeting companies jointly with other sharehold
engagement via membership organisations or other more informal groupings. Climate Action 100+ is one exampl
CONTEXT I LINBLINARSGOEFNE G22f GKFG LINPQGARSA &l NHzOG dzNS |

stakeholders and the sustainability of its business model. Driven by more than 250 metrics from ove|
data sources, it provides clear, objeetinformation on how companies are managing material ESG iss
and generates deeper insights for investors.

Conference of the
Parties (COP)

The highest decisiemaking body of the United Nations Framework Convention on Climate Change
(UNFCCC)whichméet | yydz t & G2 AYLISYSyld GKS /2y @Syij]
stabilise greenhouse gases at an acceptable level. The Paris Agreement was born at COP21.




MSQ¢ The Truth Behind 5 ESG Myths

Fact Check

The Truth
Behind 5
ESG Myths

Throughout 2020, investors allocated over three times
as many assets into environmental, social and governance
(ESG) ETFs than in 2019.

Source: Refin

However, 33% of professional investors
surveyed feel they have insufficient

Q? knowledge for considering ESG issues.

Source: CFA Institute (Dec, 2020

ESG strategies may consider the following key issues
in the investment process, alongside financial factors:

Environmental Social Governance

o . .
Carbon emissions @ Privacy and data security @ Business ethics
Q Water stress @ Controversial sourcing | © | Pay figures
Opportunities in clean tech @ Community relations Tax transparency

To help investors understand this growing trend,
we dispel five common ESG myths.




Corporate
controversies

When a company or repsentative behaves in an improper, unethical or negligent way which negative
impacts stakeholders (e.g. causing a major accident or human rights breach), resulting in reputation
damage to, and in some cases the complete collapse of the firm.

Corporate An oversight framework that was initially designed to ensure company management acted in the bes

governance interests of shareholders. In more recent years there has been a broader recognition of the value in
considering all stakeholders.

Corprate I O2YLI yeQa NBalLRyaArAoAftAde G2 2LISNIGS Ada odz

responsibility negatively impact the environment or society. For example, Schroders has committed to using 100
renewable electricity by 2025 R 2 FFSNE mMp K2dzNEQ LI AR @2f dzy i 4

Corruption Dishonest and sometimes illegal activities including bribery and fraud that can have a devastating in

on a company and its stakeholders.

Decarbonisation

The process® NB RdzOAy 3 |
O2YLRYSyl 2F (KS

O2YLJ yé&s AyRdzaidNE
& 2chkboR €dnoniyNI Yy & A GA 2y

2 NJ O2 dzy {
2 I t2¢

Dialogue

Communication with investees to find out more about their sustainability practicehandprepared
they are for the changing world.

Diversity and
inclusion

Diversity refers to the differences people have in terms of their gender, age, ethnicity, sexual orienta
disability, religion, beliefs or other characteristics. Inclusion is abmliracing and promoting diversity,
addressing inequality and ensuring people feel valued and respected irrespective of their backgroun
beliefs.

Divestment

The sale of an investment. Divestment may occur when the investee company consistentty rfeglst t
investor expectations, often after attempts to engage with the company. Divestment may also be us
achieve social or political goals. For example, investors divested from South African assets during tH
apartheid era in protest against the regém

Engagement

9y 3l 3SYSyid A& Y2NB (KIy 2dzaid YSSGAYy3d sAlGK O2
I O2YLI y&aQa | LIWNBI OK G2 adaAadlAyloAtAabtee LG ||
corporate behaviour and to influeeccompany interactions with their stakeholders; ensuring that the

companies we invest in are treating their employees, customers and communities in a responsible

Environmental
factors

¢tKAA Aa GKS a9¢ 27F (KS ( Soidnance)farid onderBs/igdueN®latey B
pollution, climate change, energy use, natural resource use, waste management, biodiversity and of
environmental challenges and opportunities.

Ethical investing

I faz 1y26% AB R AIIOBRIELAY TE ®

ESG

Environmental, social and governance

ESG integration

An investment approach that incorporates ESG considerations into the investment decision alongsig
traditional financial analysis. ESG integration is about understanding the most significant ESGHattol
Ly Ay@SadySyd Aa SELRASR (2 FyR YIF1Ay3 &adzNB

ESG fund ratings

A rating, most commonly provided by thighrty commercial providers like MSCI and Morningstar, that
f2214a 4 | ¥FdzyRenilscdsRSoMdrak BSE Hsk Bagell Bnispedific metrics. The che
metrics and the resulting rating vary amongst different providers.

ESG indices Indices traditionally track the performance of a basket of bonds or shares, such as the FTSgrd@hgA
number of indices track investments by screening out certain industries or, more recently, by evalua
which companies qualify based on ESG measures.

FTSE4Good indices, for example, exclude companies that do not meet specific ESG criteria.
EU Geen Deal A policy framework and package of measures that aim to make |Europe climate neutral by 2050, bo

the economy through green technology, creating sustainable industry and transport and cutting polly




MSQ¢ Fact Check ESG comes atélexpense of investment performangélot necessarily

“ESG comes at the O,
expense of investment
performance”

‘ Fact Check: Not necessarily

Worldwide, ESG-focused companies have not only seen higher returns,
but stronger earnings growth and dividends.

Decomposition of Returns by ESG Ratings e Eamings growth* @ Activereturn** @ Dividends & buyback*
ESG Ratings Level

Top tier Middle tier Bottom tier
2.89%

1.35% Meanwhile, bottom tier ESG

ratings companies significantly

lagged in earnings growth.
0.28% 0.12% agg gs g

-0.02%

Between May 2013 and November
2020, companies with top-tier ESG
ratings had an active return of 1.31%
over the entire universe.

-9.22%

In fact, a separate study shows that 35% of investment professionals
invest in ESG to improve their financial returns.



Fossil fuels

A natural, norrenewable energy source, such as coal, oil and gas. These are naturally high in carbol
the gases released from burning these fuels (such as carbon dioxide)dmig believed to be the leading
cause of climate change.

Gender pay gap

A gender equality measure that shows the difference in average or median earnings between men g
women.

Governance {SS aO02NLER2NI (IS I20S6Y{ POSEPYRCKAA ABdzIKBAa&HAA,
factors Governance factors include remuneration, board structure and corporate strategy.
Green bond A bond in which the proceeds are used by the issuing company or government specifically to fund n

existing projects with environmental benefits such as renewable energy and energy efficiency projec

Greenhouse gase

Carbon dioxide, methane, nitrous oxide and fluorinated gases. These gases trap heat close to the si
of the earth and are a key caaisf climate change.

Greenwashing

Falsely communicating the environmental credentials of a product, service or organisation in order t
make a company seem more environmentally friendly than it really is.

Human rights

Basic rights that belong to duman beings. They include the right to life, liberty, freedom from slavery
and torture, and freedom of opinion and expression. The UN Declaration on Human Rights is widely
recognised as a benchmark of these basic standards.

Impact investing

Investmentshat are made with the primary goal of achieving specific, positive social and environmer
benefits while also delivering a financial return. Impact investments create a direct link between port
investment and socially beneficial activities, anddrisally most of the activity has occurred in unlisted
assets. Not to be confused with impact measurement (see below).

Impact ¢KS YSIadNBYSyid 2F K2g O02YLI yASaQ FOUAQGAGASE

measurement developed SstainEx for this purpose (see SustainEx definition).

Integrated [ 2YLIl yed NBLR2NIAY3I GKFG FNIAOdzA I §Sa GKS NBEF GO

reporting perform_ance, and how this cregtes value_fc_>r arange of stal_<eho|ders. The frammdxr}(_the _
International Integrated Reporting Council is widely recognised as the core standard in this area.

Low-carbon An economy that emits minimal carbon into the atmosphere. Typically, this means uskogiban

economy power sources rather than fossil fuels.

Microfinance

Financial services typically offered to those traditionally excluded from the formal banking sedicssud
entrepreneurs, small business owners, the unemployed orifa@me groups or individuals.

Modern slavery

Although no standard definition exists, modern slavery can broadly be thought of as the exploitation
people who are coerced into activity by someone who controls them. It can take many forms includi
forced or bonded labour, human trafficking or child labour.

Nature Positive

enhancing the resilience of our planet and societies to halt and reverse nature loss.

Net zero {SS aYINBdziNI fé¢d ' yiA]lS aOFINB2y ySdziNIté3x O2)
dzadz- ff & KIFI@S y2G KIFIR GKA& GFfARFGSR 2NJ OSNI A |
Y& @FINE o6& NBIA2y® b2 (2 0S5 02y FdzaSR $AGK |
Net Zero Sometimes known as Net Zero Carbon or just Net Zero, this describes a state where any CO2 and
emissions Greenhouse Gas (GHG) emissions left over after decarbonisation are offset by negative emissions ¢

equivalent amount of CO2 from the atrsighere, resulting in no net GHG impact. The offsets need to
actively remove carbon dioxide from the atmosphere, as opposed to only avoiding emissions elsewt
which is allowed in the specification for carbon neutral. There is not yet an agreed standatthbn
constitutes Net Zero Carbon for an organisation, product, or country, although there are multiple
organisations with working definitions, for example, the Science Based Targets Initiative

Overboarding

When a board member takes on too many boartesy hindering their ability to appropriately distribute
their time, and discharge their responsibilities to each board effectively.

Paris Agreement

A global commitment, agreed at COP 21 in Paris in 2015, to limit increase in the global average
temperatue to below 2°C above pre Y Rdza i NA | f £ S@gStad {SS | ftaz2 a
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“Investors talk about ESG ©®
but don't invest in it”

| Fact Check: False |

Global ESG assets under management (AUM) have grown
from $6 billion in 2015 to $150 billion in 2020.

Global ESG ETF Assets Under Management (AUM)
® AUM @ Flow
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120 In just five years, ESG AUM
have accelerated 25X.
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Today, money managers are focusing on these top 5 issues:

Top ESG issues considered by money managers
and growth in assets affected

2018-2020 Over 1,500 shareholder resolutions were filed
between 2018-2020 as investors placed
higher ESG demands on corporate boards. 239%
Source: U IF Fou: ati [} ESG, Sustainab
2122% +81% 166% 0%
c $2.38T @ $2.44T
B ™ W
|| LU
Executive pay Sustainable Board issues Anti-corruption Climate change/
natural resources/ carbon
agriculture

Source: US

The shift in investor behavior is far-reaching. Not only are investors
turning to ESG assets, but they are placing higher demands
on corporate responsibility.



Physical risks of
climate chang

¢KS NRal LRaSR o0& OfAYIFGS SgSydugpliefayid | 02
SlidALWSYyGs Ada adzllldt e OKIFAYyIS 2L NI GAZ2yas
framework calculates what businesses would have to pay to insure their physical assets a
hazards caused by rising global temperatures and weathseugtion.

Proxy voting

When a shareholder delegates their vote to another who votes on their behalf at company
meetings. This allows the shareholder to exercise their right to vote without being physical
present. Most institutional investors vote lpyoxy online, via phone or viaraail, often with

the help of a third party to process voting instructions.

Renewable Energy collected from resources that are naturally replenished such as sunlight, wind, wat
energy geothermal heatPhysical risks of climate change

Responsible An investment approach that considers ESG risks and opportunities as part of the investm
investing process and uses engagement and voting in order to generate sustainabléetan§inancial

returns. See ab sustainable investing.

Sciencebased

Carbon emissions reduction targets that are consistent with what the latest climate science

targets is necessary to keep global warming well below 20C frorvinmtestrial levels.

Scope 1 Direct emisions that come from sources owned or controlled by the emitter, such as emiss

emissions from company vehicles.

Scope 2 Indirect emissions from sources owned or controlled by the emitter, such as emissions frof

Scope 3 Indirect emissions from sources not owned or controlled by the emitter, but which indirectly

emissions AYLI Ol GKS SYAGGSNRE adzlx @ OKIFAy:I &dzOK
to work.

Screening An investmentpproach that filters companies based on tefined criteria before investment
Negative screening deliberately excludes certain companies because of their involvement
undesirable activities or sectors. Positive screening deliberately includes cormphatdead
their peer groups in terms of sustainability practices and performance). Positive screening
1y26y I an-0Of taaSay oSadySyiae o

Shareholder A form of engagement where investors use their shareholder rights to promote clerege

activism company, typically at a transformational level.

Shareholder I LINRPLRAalFf adoYAUGGSR 08 | aKFNBK2f RSN T2

resolution requesting that the company takes particular action.

Share blocking

When restrictions are placed on the trading of shares which are to be voted on prior to an
annual general meeting

Sin stocks Ly@gSadySyida aaz20Al0SR sAGK | OGAGAGASE O
Fy Ay@S&aiz2Nna edia&NEtRiyes rhay iddutedo®acco2aNdhd, gambling ang
adult entertainment.

Social bonds A bond in which the proceeds are used by the issuing company or government specifically,

fund new and existing projects with social benefits suchferdable healthcare and housing.

Social factors

¢CKAA A& GKS a{¢ 2F a9{Dé¢d {20AlLft A&aadsSa
operates in, its suppliers, employees, customers, communities, governments and regulato
These includ€or example, labour standards, health and safety, supply chain management
nutrition and obesity.

Stakeholder

I ANRdzZLIT SydAade 2N AYRAGARIzZ t AYLI OGSR o
historically been the priority stakeholder. Morecently, however, companies and investors a|
realising the importance of their relationships with employees, suppliers, customers, the
environment, communities and the governments and regulators with which it deals.

Stewardship

Actively influencingg 8 NB alLl2yaAioftsS [ff20FGA2yX YI Yyl 3
capital in a way that creates loagS N X2 & dza il Ayl ot S @It dzSo {

Stewardship
codes

A set of standards that help set stewardship expectations and best practiasget managers
and asset owners. These codes are established on a cebprguntry basis.




MSQC - fact checlg ESG investment strategies eliminatdire sectors; Not necessarily

“ESG investment strategies ®
eliminate entire sectors”

Fact Check: Not necessarily

First, not all ESG investment approaches are exclusionary.

For instance, in North America 50.9% of ESG ETFs used an ESG integration approach.

Distribution of ESG ETF Type by Domicile
@ Integration © Values & screens ® Thematic ® Impact
90%
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Second, MSCI ESG Ratings assess companies on a sector-specific basis, identifying
ESG leaders and laggards within each sector in comparison to peers.

L= Software and computer services fx Oil and gas

ESG Laggards ESG Neutral ESG Leaders ESG Laggards ESG Neutral ESG Leaders
40% 35% 25% 50% 40% 10%

e E —— e
ccc | 8 A | ccc | 8| | an | ana

In short, ESG doesn't mean eliminating exposure to entire sectors. Instead, investors can
choose from a range of companies based on their ESG ratings quality.



Stranded assets

The ability to adapt to changing pressures aesponsibilities in order to survive and add value in the {o
term. This ability is strongly linked to a company or country maintaining strong relationships with its
stakeholders.

Sustainability risk

a change or event in any factor that can have a negathpact on the longerm value of an investment.
This includes ESG factors.

Sustainability

A nonprofit organisation started in 2011 to establish sustainability standards that are used worldwide

Accounting SASB is wellnown far its materiality map.

Standards Boards

(SASB)

Sustainable Although sustainable investing involves ESG integration, it takes things further by focusing on the m|

investing sustainable companies that lead their sector when it comes to ESG practices. Both the ESG intaytal
sustainable investing approaches are about engaging with company management to make sure the
being run in the best possible way.

SustainEx { OKNRPRSNBRQ LINPLINASGINEB AYLI Ol YSI adzNBYS yhipacis 2 |

GKFG O02YLI yASa KIFI@S 2y GKS SYy@ANRYYSyd | yR aj
clients measure and manage social and environmental impacts and risks more effectively.

Task Force on
Climaterelated

A voluntary standard for climat®cused disclosures that aims to create consistent and comparable
reporting of climaterelated risks. TCFD is widely used by companies, banks, and investors.

Financial

Disclosures

(TCFD)

Thematic Investing in companies #t align to a particular investment theme such as renewable energy, waste a
investing water management, education or healthcare innovation.

Transition risk

The financial risks that could result from significant policy, legal, technology and market changes as
transition to a lowercarbon global economy and climate resilient future.

Triple bottom line

'y 002dzyGAy3 | LIINRIFOK (KIFG O2yaAiARSNAR | O2YL)

accounting addition its bottom line (profits) to understartthe full cost of doing business.
UN Global A voluntary pact of the United Nations to promote responsible business through its ten universally
Compact accepted principles and encourage action to advance broader societal goals, such as the UN Sustai

Development Goals (SDGs).Triple bottom line accounting

UN Principles for
Responsible
Investing (PRI)

A set of six principles under which asset owners and asset managers voluntarily commit to incorporg
ESG issues into their investment processes, aotiwrgership and reporting, and promote responsible
investment across the industry.

UN Sustainable
Development
Goals (SDG)

A collection of 17 goals reflecting the biggest challenges facing global societies, environments and
SO2y2YA8a G(G2RIéd ¢KS ! yAGSR blriAa2yad RS&EONRO S
Adza G AYyFofS FdzidzNB F2NI £ €&

Voting

Public equity imestors typically have the right to vote on company and shareholder resolutions at anr
and extraordinary general meetings (AGMs and EGMs) on issues such as electing directors, authori
remuneration or requests for the company to set emissions targets

Vote against
management

{ K NBK2f RSNAR Ylé& @2G4S aF2NE 2NJ al A Ayads
outcome preferred by management would be classified as a vote against management.

LINE |

Zero carbon

A company whose emissions are zarot achieved through carbon offsetting, but simply because they
not generate any carbon emissions. Not to be confused with net zero.
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It is widely agreed that limiting the average rise in global temperatures to less thaab@¥%€ pre
industrial levels by the end of this century may help stave off the worst of the natural disasters assoq
gAGK Jt201t 6l NYAy3Id {SS Ifaz2 atlNR& ! ANBSYS)




MSQ ¢ Fact Check ESG investing is only for millennidislse

“ESG investing is @
only for millennials”

‘ Fact Check: False \

Although ESG is popular among millennials, ESG investing
is being driven by the entire investor population.

Interest in Sustainable Investing e General population @ Millennials
(Individual investors)

100%

80%

20%

0%
2015 2019

Source: Morgan Stanley Institute for Sustainable Investing: Sustainable &
The Individual Investor Perspective (2019), US SIF Foundation (MNc

Sustainable investing goes far beyond millennials—ESG disclosures are quickly
becoming requirements for key industry participants, such as
institutional investors and listed companies.

What issustainability?

Responding to widespread investor and consumer demand, organisations are increasingly reporting sustainability
AYF2NNIGA2yd 2 KAt AaG GKSNB Aa y2 aiAy3datS RSTFAYAlUAZY 2F W3
factors ¢ Environment, Social and Governance:

EnvironmentThis covers how organisations impact and are impacted by climate change and broader environmental
issues, like biodiversity. Reporting on climate change is rapidly becoming mainstream. Global repamntiagds are
emerging that are underpinned by international agreements on underlying climate policy. Beyond climate, the data
needed to drive wider environmental objectives is less develapaithough this is changing through initiatives like the
Task Frce on Naturerelated Financial Disclosures (TNFD).

SocialThis includes factors ranging from modern slavery to international development. Investors have long considered these
matters in their investment decisions and many engage actively with investepaities on these topics. Globally agreed reporting
standards may take longer to emerge, but there are existing frameworks which may provide a basis for future global stttimtard s

GovernanceCovers the means by which a company is controlled and dideanost usually through a Board of

Directors. It is the longest established area for investor engagement and extensive disclosure is already provided by
companies through existing company law and other requirements.



MSCEK Fact Check ESG investing liere to stayg True

“ESG investing ®
is here to stay”

 Fact Check: True |

Climbing 28% in 2020 alone, over 3,000 signatories have
committed to the UN Principles of Responsible Investment.

Growth of UN PRI e AUM @ Assets owners’ AUM
$120T
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AUM USD

$40T

$20T

0
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Central to ESG's growth is the availability of ESG investments.
ESG investing has become more widely accessible—
which wasn't always the case.

Over the last decade, the global number

,,,,,,,,,

Why the facts matter

Sustainable investing doesn't
have to be confusing.
Data driven evidence empowers investors to build

more sustainable portfolios that better align with
their investment objectives.

MSCI

Powering better investments for a better world. msci.com

The value of experience in ESG investing



A Q&A with Wayne Bishop, CEO of King and Shaxson Ethical Investing.

How important have ESG principles past and present been within your investment processes?

For us, sustainability and ESG are embedded principles which have always been very important. Wéernavanaging
ethical portfolios since 2002, meaning we know exactly what it means for clients ethics to be reflected in their portfolio.
We've always been at the dagkor the more ethicat end of this investment spectrum. We understand thétieal

investing means managing portfolios to two instead of one criteria.

Over the years, the terminology has changddSG, SRI etc. but the values themselves do not change. Sustainable
investing has become much more inclusive. Today, every company has artiE$&nait has to feature it because in a

FSs @SINERQ GAYS (KSe gAfft 0S NBIAdANBR (G2 NBLERNI AGd LGC
ESG principles grows exponentially.

For us, the big game changer has beentheincréage 9 { D RI Gl @At o6fS & LiIQa GKS 1
fact that the data is out there, that it is very quick and there are a number of rating agencies out there.

Of crucial importance is that we understand exactly what investors realty fi@m a product that says it is either ESG or
ethical or impact.

We must remember that there's always an investor at the end of this process, and it's their perception of what they're
getting because this matters to a client and the relationship they have with their financial adudgisers need to make
surethatwhg’ € 221 Ay3 G 9{D Ay@SadySyda FT2NJ OtASyida GKIG GKSe& dzyRS
understanding what that ESG rating is.

Are you paying particular attention or focus to any particular area at the moment?

We are seeig lots of opportunities coming in the pe&OVID world, those businesses that are genuinely contributing to
the faster end of energy change for example. More broadly, we like businesses which we can see are sharp and ready for
the transition

Are there issues you think the industry needs to be aware of when analysing ESG data?

Yes. The quantum of data you can get from ESG perspectives these days is enormous but it needs to be used and
interpreted very carefully indeed.

We have to look athte materiality of the data, and that's obviously something that's very subjective. We can decide what
RFGFE A& AYLRNIFYG FYR 6KIG AayQieo ¢KS YIGSNRFITAGE Ad 6K

You have to have qualitative as well as quantitative analysis of any imeesyou undertake. And that obviously does

require a human approach that requires experience and understanding. Not just of the individual assets in which we

invest but also of thelientswho are buying the products. In this way we make sure that weeally getting the right
Ay@SaiGyYSyid LINRPOS&daasSa FT2NJ GKS NAIKG LINPRAZOG&as G2 GKS NA:
How are you helping financial advisers to engage with clients in sustainable investing?

| believe that at the heart dhe process is good, oféishioned client engagements S ySSR (G2 F20dza 2y !
QGKAOIE2NIEYADYGQ & ¢S OF f fSyROdAtydi (XA YILIIKS M@ aliorSdzdi a v
ethics, and the only way todoitisbyadvildE 3SGdAy 3 G2 (y26 GKSANI Ot ASyidQa Si

C2NJ 2dzNJ RAAONBGAZ2Y I NBE LRNIF2fA248Y 6S adlF NI 6A0GK | ljdzSal
will be different. On the whole, they will tend to be pointing in the same direction. They just may be in different degrees
andinRAFFSNBY Ul glead ¢KIFIGQa 6KSNB 3I22R l[jdzSadAzy G§SOKYAIl dzS
establish their own individual sustainability outcomes and objectives which really matter to them, as well as their risk
tolerance of course.

2 A0KAY 2dz2NJ 6SalLl21S LRNIF2tA2a 6S Oly (KSy SyadiNB GKIFG €
really helps advisers to engage with clients not only at the start of the process but on an ongoing basis as there's
something new Bnost every month. There are so many things to talk about. We produce a lot of material just so

advisers and their clients are kept fully up to date. There are monthly and quarterly updates and plenty of blogs and
podcasts on our website as well as ougoing conversations with advisers.
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start from £250,000 andpwards. This helps either those clients who want something specific or for whom it works as
part of their overall investment portfolio.

There are also two types of sustainable platform model portfolios which we launched back in 2010. They are-the fund
based model portfolios and are very popular with advisers and their clients. They are available across about 19 platforms
now and range from Defensive to Adventurous.

Each portfolio has a welliversified asset allocation strategywe stick to core holithgs and tend to avoid esoteric

things. Underlying assets combine equities, bonds, property etc. They are platform agnostic, also wrapper agnostic, so
OKIFG GKSe& Oly 0SS dzaSR Ay (KS g1 @& gKAOK (GKSnanB@A &SN RSSY
requirements. But also, our analysis runs deep in that we look under the bonnet of every fund we invest in. We don't

take a fund managers word for anything. We always know the underlying investments, so we will scrutinise all of these

on the basis othe underlying holdings. We know that what people do is far more important than what they say. The
screening processes we have in place is rigorous amgbomg to avoid angreenwashWhat is Greenwashing and why

it's a problem YouTube

Our final product is a hybrid of these models. It has direct equity exposure in addition to collective funds. These

portfolios are a little greener and more specific where we go further into impact investment areas , these were made for
slighty more di® SNy Ay 3 Ot ASyiQa ySSRaod LGQa | tAGGES o0AG Y2NB f
the wraps.

In summary we have a total of 11 model portfolios which have Dynamic Planner, Defaqto and FE risk ratings and also a
full bespoke sarice that are available for advisers to use.
For any further details please email usssttical@kasl.co.uk
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Responsible Investing with a track record
Bespoke since 2002 | MPS since 2010


https://www.youtube.com/watch?v=6SM67rz5VKQ&t=8s
https://www.youtube.com/watch?v=6SM67rz5VKQ&t=8s
mailto:ethical@kasl.co.uk

Background reading and research

In order to operate effectively in this area, | would recommend some background reading Some of these have
provided the sources of information that appear in this report.

w
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€ EEC

THE 17 GOALSustainable Development Goakhe United Nations https://sdgs.un.org/goals

DCMS Growing a Culture of Social Impact Investing in the UK
https://www.gov.uk/govenment/publications/growinga-culture-of-sociatimpactinvestingin-the-uk

UK Climate change conference UK 2QZIOP26 https://ukcop26.org/

EQ Investors articles and blogsttps://eginvestors.co.uk/individuals/hub/alarticles?page=1&type=Blog
HM Government; Greening Financea roadmap to Sustainable Investing
https://www.gov.uk/government/publications/greeninfinancea-roadmapto-sustainableinvesting

FCA: DP21/4: Sustainability Disclosure Requirements and investment labels
https://www.fca.org.uk/publications/discussiopapers/dp214-sustainabilitydisclosurerequirements
investmentlabels

ebi’

ebiuse evidence backed, factor based, methodologies to build portfolios, always with the cost saving and
performance enhancing benefits of passive investments at heart.

Our Earth portfolio maintains our bedrock principle to deliver superior risk adjusted returns, with strong ESG and
sustainability credentials. The equity element of the portfolio is 100% ESG screened.

egee

ebi ESG web pagghttps://ebi.co.uk/esg/esgnvesting/

emissions calculatoerhttps://ebi.co.uk/esg/carborequivalenciescalculator/

Sam Adams And Georg Kell webinattps://ebi.co.uk/sustainabilityround-table-discussiorwith-georg
kellFand-samadams/

Blogc W9 £IDY 2 i KSNJ 6dz0 6 f S -dttpd:/leti.¢b Ak/ebveitinglehdSgiiedubble
waitingto-happen/

BlogcW52 LI aaA @S 9{ D ¥ dzy-Riths/RN®K.GkEsglnigsiidglidp@Svec®K I y IS K Q
fundsdrive-positivechange/

PMX

PORTFOLIO I\/‘i/E TRIX

Investment Management by Design
/

PortfolioMetrix- A selection ofblogs on ESG related themes below for you to choose from.

=a =4 -4 8 8 9

Why COP26 mattered

What does net zero really mean?

The heat is on for ESG fund managers

Greener targets create ESG opportunities

Three reasons why ESG investing is not a fad
Advisersseeing green but some providers make them see red



https://sdgs.un.org/goals
https://www.gov.uk/government/publications/growing-a-culture-of-social-impact-investing-in-the-uk
https://ukcop26.org/
https://eqinvestors.co.uk/individuals/hub/all-articles?page=1&type=Blog
https://www.gov.uk/government/publications/greening-finance-a-roadmap-to-sustainable-investing
https://www.fca.org.uk/publications/discussion-papers/dp21-4-sustainability-disclosure-requirements-investment-labels
https://www.fca.org.uk/publications/discussion-papers/dp21-4-sustainability-disclosure-requirements-investment-labels
https://ebi.co.uk/esg/esg-investing/
https://ebi.co.uk/esg/carbon-equivalencies-calculator/
https://ebi.co.uk/sustainability-round-table-discussion-with-georg-kell-and-sam-adams/
https://ebi.co.uk/sustainability-round-table-discussion-with-georg-kell-and-sam-adams/
https://ebi.co.uk/esg-investing/esg-another-bubble-waiting-to-happen/
https://ebi.co.uk/esg-investing/esg-another-bubble-waiting-to-happen/
https://ebi.co.uk/esg-investing/do-passive-esg-funds-drive-positive-change/
https://ebi.co.uk/esg-investing/do-passive-esg-funds-drive-positive-change/
https://www.portfoliometrix.com/our-blogs/climate-change-cop26-mattered/
https://www.portfoliometrix.com/our-blogs/taking-step-back-net-zero-really-mean/
https://www.portfoliometrix.com/our-blogs/heat-esg-fund-managers/
https://www.portfoliometrix.com/our-blogs/greener-targets-create-esg-opportunities/
https://www.portfoliometrix.com/our-blogs/three-reasons-esg-investing-not-fad/
https://www.portfoliometrix.com/our-blogs/advisers-seeing-green-clientsbut-providers-make-see-red/

Compliance Disclaimer

The material provided by the any correspondent liistreport is not intended to provide, and should not be relied on for, accounting,
legal or tax advice, or investment recommendations. This document does not constitute an offer or invitation to any person.

The information and opinions it contains havedn compiled or arrived at from sources believed to be reliable at the time and are
given in good faith, but no representation is made as to their accuracy. Any opinion expressed in this document, whettezairog
both on the performance of individuakcurities and in a wider economic context, represents the views of the correspondents at the
time of preparation and may be subject to change.

Investments are intended to be lorigrm. The value of an investment, and any income from it, is not guarargeddtan go down as
well as up and there is the possibility of loss to the original investment. The different risks and costs of investitiinackiodhis
report and further information is also available in the terms and conditions documents ofdhadnal correspondents. For most
fund managers, a managed portfolio service is only available to investors who are advised by an authorised financidheelsiees.
who do not have a financial adviser will not be able to make an application to invest.

Past performance is not a guide to future performance and may not be repeated. The value of investments and the incotrenirom t
may go down as well as up and investors may not get back the amounts originally invested. Exchange rate changes may cause the
value of investments to fall as well as rise.

TC Compliance Services is unable to provide investment, taxation, or financial planning advice.

ESG Data

ESG data and ratings providers

As the market for sustainabfenancial products and services grows, firms and consumers increasingly rely on
providers of ES®lated services, including ratings, data, and verification. This market is expected to continue to grow
strongly over the next few years and could reach thebfilion mark by end of 2021 for ESG data alone, according to
research by Optimas.

ESG ratings are becoming increasingly important to the investment process. However, different ESG ratings agencies
provide opinions on different aspects of sustainabiligrfprmance and their assessments may not always be
comparable. There are also typically more data gaps and assumptions made in producing ESG ratings than, for
example, credit ratings.

It is important that providers deliver ESG data and ratings transparestid that they have strong governance and
management of conflicts of interests. The government is therefore considering bringing these firms into the scope of
FCA authorisation and regulation. The government will set out further detail next year.

Digitisation of reported information

As the importance of sustainability disclosures has increased, so has the demand for this information to be easily read

and analysed electronically. The International Organization of Securities Commissions (I0SCO) ubtishtigl g

NELI2NI 2y A&dadzsSNRAQ adzadlAyroAfAde RAaOf2adiNBad Ly AGI 3
sustainability information to support machine readability.

The government and regulators are considerirlg how to delivexpgmmoach to digitisation of sustainability data that
odzAf Ra 2y (KS !'YyQa SEAaGAYy3a RAIAGEE AYTFNF adNHOGdZNE T2 N
for ESG data.

Fund ratings and research

w MSCI https://www.msci.com/research/esgesearch
w Sustainalytics https://www.sustainalytics.com/esglata

w SEVVA https://sevva.ai

w Ethical Screening https://www.ethicalscreening.co.uk/

w SRI Services https://www.sriservices.co.uk/

w Worthstone https://www.worthstone.co.uk
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ES|ETHICALSCREENING

Who are Ethical Screening?

Since 1998 we have been helping responsible investors align their investment strategies and principles by providing
clarity and direction througlelient-focused research and analysis. The services we deliver are reliable, personal and
tailored. We are not solely process driven and take a proactive, detailed and human approach to research. Our clients
include individuals, charities, financial advisadnvestment managers and responsible investment funds, who trust us to
provide the latest and most accurate information. We are proud to be independent of influence from any organisations
or agendag; our sole focus is the needs of our clients.

Our servces

For investment managersompany level analysis covering ethical issues, ESG ratings and impact (positive themes and
analysis to the UN Sustainable Development Goals). Fund level information detailing criteria with fund scorecards rating
each fund inle areas of Exclusions, ESG, Impact and Fund Oversight. Online delivery of research via the Ethical
Screening Portal (ESP).

For financial advisersanalysis of responsible investment funds via the Ethical Screening Portal (ESP); detailed criteria
analysisfund scorecards rating each fund in the areas of Exclusions, ESG, Impact and Fund Oversight.

For responsible investment fundscreening services and full company reports to the criteria specified in the investment
policy.

For individuals and charitieslevelopment of responsible investment policies; investment screening against new or
established investment policies; assistance to Trustees.

Bespoke servicesiur experience enables to understand and appreciate the nuances of responsible investmenthesearc
and that one approach does not fit every client requirement. Therefore, we can offer bespoke services, both for the
content of the research delivered, and the method of delivery.

Ethical Screeningsupporting client adviser interactions on responsihilevestment

The market for responsible investment information continues to evolve rapidly, with multiple drivers including clients,

the media, scientific study and increasingly, regulators. For those of us who have worked in this area for some time, we
areapproaching a point that was only dreamt of 20 years @agmmove from a niche avoidance led approach, to
WYFAYAUGNBFYAY3IQ 6KSNBE +ff GKS I OG2NAR Ay GKS Ay@gSaidySyi
sustainability of the finacial system as a whole.

Whilst this rapidly evolving system is to be welcomed, there is a downside in the sometimes bewildering volume of data,
information and standards which need to be interpreted before an investment decision is made. This also snitrease

threat of greenwashingl & G KS LJ2LJzZf F NAGe 2F 9{D Ay@Saitdiy3a AyONBlIasSa
220Q I yR (K2aSs -séride becom&ldorelidhpértany. H is Waiith rénfindihg ourselves that one of the

central purpogs of all this additional information and analysis is an investment decision that should (must) reflect the
values of the client who is investing their money.

We therefore believe there is still a need for company and fund analysis that reflects theafabdsndividual investor
and their chosen adviser, be that an investment manager or financial adviser. Both the adviser and the client need access
to information that clarifies complex issues and data, finding a way to cut through the noise.

As the markeexpands there is space for many actors, some like to focus on just how many data points they can provide,
and others on how many companies they can cover. Ethical Screening has always focused on delivering reasoned and
understandable research that can bsed by advisers and investment managers with limited need for interpretation. We
consider that the human element of the research can be as important as other inputs. Our methodology therefore
emphasises a detailed understanding of company and investfuedtactivities and the relevant impacts of these and
delivers in an understandable way with narrative description to the end user.

As the regulator begins to examine greenwashing in more detail and the suitability of client recommendations, it is
crucialthat this understanding, and the ability to explain decisions is there.



Ethical ScreeningFund Database

Turning to collective investments in particular, Ethical Screening have developed a range of tools designed to offer
investment managers and finaatiadvisers irdepth and contextualised resources when dealing with their clients.
Through our fredo-register system, IFAs can access various services to support their interactions with clients while
developing their ethical investment approaches.

Adviors can

f

Access our ethical questionnaire and supporting rationale, to help structure initial or ongoing conversations with
clients about their ethical needs. The questionnaire allows advisors to identify areas-6haooial risk clients
are looking tcavoid, as well as positive impact themes, such as health anebeigly or renewable energy.
Use the questionnaire or select individual criteria to filter our database of responsibly managed funds, to find
the products that best suit your client's needsalign to your investment policy or model portfolio. This is done
through prioritising negative or positive screening criteria, with narrative explanations of each criterion provided
on the database, so you can discuss these in more detail with a client.
Create a client portfolio of funds, so that you can conduct due diligence checks as required, whether that's to
make sure a product is still aligned to a client's needs, or if there have been policy changes that impact your
position.
Use our fund ratingso differentiate between similarly managed or similarly labelled funds. We rate funds out of
100 in the following areas:

0 Exclusions. How many are included? How comprehensive are the thresholds?

0 ESG. Does the fund conduct ESG assessments? To what extent is this used to identify investable stocks?

o Impact. Is the fund geared towards impact investing? Does it conduct positive screening checks? Does

the fund focus on key themes and how wedifinedare these themes?
0 Oversight / Management. How well does the provider engage with ESG matters? Is there
comprehensive support of ethical investment at the company?

Engage with fund providers through our fund portal content pages. By providing additiémrahation on how
and why a provider operates can often be a deciding factor in an ethical investment decision. Sponsor fund
providers are able to add video and written content to showcase processes such as engagement case studies,
positive impact storiesrad other, more conversational content that supports their investment policies. Allowing
the opportunity to illustrate their active work in the space, further supporting the interactions between
investors, advisors and solution providers.

Ultimately, at Ehical Screening, we are guided by our core values of transparency and flexibility in a changing regulatory
market for responsible investment. It is our hope that through creating tools for open conversation we can create
positive dynamics for the changeatresponsible investors wish to see.

Contact details:

James Blackstock

enquiries@ethicalscreening.com

ES|ETHICALSCREENING

www.ethicalscreening.com

01242 539850
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SUSTAINALYTICS

a Maorningstar company

About Sustainalytica Morningstar Company

Sustainalyticsa Morningstar Company, is a leading ESG research, ratings and data firm that supports

investors around the world with the development and implementation of responsible investment strategies.

For more than 25 years, the firm has been at the forefront ofed@ping highquality, innovative solutions to

YSSi GKS S@g2tgAay3a ySSRa 2F 3Fft20lf Ay@dSaizNBR® ¢ 2RI &
asset managers and pension funds who incorporate ESG and corporate governance information and
assesments into their investment processes. Sustainalytics also works with hundreds of companies and their
financial intermediaries to help them consider sustainability in policies, practices and capital projects. With 17
offices globally, Sustainalytics hasma than 800 staff members, including more than 300 analysts with varied
multidisciplinary expertise across more than 40 industry groups. For more information, visit
www.sustainalytics.com

Identify companies

whose goods and

services support a

more sustainable
world

Investors can use this research to identify new investment opportunities in line
with global trends and to develop sustainability-themed investment products.

Our research captures companies that derive more than 5% of their revenues

CHgES from sustainable products and services. This includes:
1. Goods and services that through their use create environmental and social
benefits or reduce the impact of economic activities; for example, water or
@ energy efficiency technologies; or
+ Develop
. sustainability or 2. Goods and services that address basic social needs and are produced in a
* SDG-themed
: investment solutions sustainable manner; for example, renewable energy or sustainable food.
.

Improve your
sustainability
reporting
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S )® Key Features & Benefits
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1. Coverage
Identify those companies whose products and services
positively contribute to social and environmental
challenges from a universe of over 10,000 companies.

2. Depth
Understand company involvement via quantitative and
qualitative data points, including percentage of revenues,
nature of involvement and revenue analysis.

3. Flexibility
Use the data to screen portfolios for, or report on,
company's positive contribution to social and
environmental challenges.

©—@
Product and Services
=) =

4. Thematic Breadth
Select from 12 thematic areas the sustainable
products and services that address the challenges
you are prioritizing or the SDGs you are focusing on.

5. Accessibility
Seamlessly integrate the data into your processes
via a data feed.

6. Expertise
Leverage the insights of our expert team specializing
in product analysis.

12 thematic areas, covering 35 product categories related to the Sustainable Development Goals
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Impact Metrics
Analyze and report the impact of your portfolio and holdings
on Sustainable Development Goals (SDGs) and impact themes

Carbon Risk Rating
Align your portfolio to the future low-carbon economy

Learn More About Sustainalytics
contact(@sustainalytics.com | www.sustainalytics.cormn

Europe:

Amsterdam (+31) 20 20500 00 | Copenhagen (+45) 32 72 52 81 | London (+44) 20 3514 3123

Frankfurt (+49) 60 3320 6555 | Paris (+33) 1 184880642 | Stockholm (+46) 8 505 323 33 \

Americas:
Asia Pacific: Sydney (+61) 2 8320 9436 | Tokyo (+81) 345107979

Boston (+1) 617 603 3321 | New York (+1) 212 500 6468 | Toronto (+1) 416 861 0403
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Gavin Franci s, Founder and CEO of Wort hstone, t he

for financial planners.

When a client says they want to do good with their money, how do you make sure it happens?

With the profile of sustainable investment growing significantly in recent years i a trend that only accelerated
during the pandemic i clients are increasingly looking for ways to make their money do good. But how do you
know what good really looks like?

Terms like sustainable, ethical and ESG are used interchangeably, and with new funds launching and
rebranding, the market is a minefield and itbés difficul
and how they compare.

Pitching ESG and impact investing against each other is an eye-catching but unhelpful way of looking at things.
Apples and oranges come to mind.

The key is going back to your clientébés objectives and ¢
going. For some clients ESG investing might be the right route to meet their goals and align with their values.
However, if the clientds goal is financial returns al on
screening isndét going to answer all their questions.

Spectrum of capital

W Worthstone Rated

Sustainable

p=
Investment aas
type Traditional

People and
planet focus

A4

Intentional
positive impact

Sustainable

Sustainable t-
outcomes

f- outcomes

Mitigate Mitigate
Financial 8 ESG risks 8 ESG risks
focus Optimise Optimise Optimise Optimise
financial return financial return financial return financial return
R y

Motivation

Nl

Optimise
financial return

Single outcome (£) Multiple outcomes (£+)
\\ ‘ worthstone

Infographic inspired by but changed significantly from the Bridges spectrum of capital.

ESG screening is just one lens through which to view a fund and as such will only ever give you part of the
picture. Impact investing optimises for a set of desired outcomes, rather than just maximising one. It goes well
beyond ESG screening and seeks to proactively place capital where it can make a positive difference.



The difference between ESG investing and impact investing is best illuminated when you look at real examples.
The top rated ESG fund scores poorly when you take a more rounded view of its overall impact. It includes
investment in arms and tobacco, recently dubbed dédbad as

In this case, a client expecting their moneytobedoi ng good might be surprised to ¢
Being careful and precise with language (ESG, responsible, sustainable, and impact) is vital to avoid the risk of
greenwash.

Top rated ESG fund

6.90%

¢

4.38%

194/345 2y 302/345

un

© Positive Impact © Avoidance of Harm

Since 2011 Worthstone, a certified B Corporation, has been helping financial advisers look beneath the label of
a fund, see the full picture and make informed decisions.

Our online tool allows financial advisers to quickly and easily rate the impact of a fund based on five key
measures. The data is codified and visual making it digestible and engaging for clients so advisers can share
the holistic performance of a fund and portfolio.

ltds about data but more importantly itds about insight
analysing the retail investment funds which have a sustainable mandate against five key metrics using 250 data
points to collate the definitive list of funds qualifying as impact investments 1 currently around 400 funds.

The five key measures used make up the overall impact score are:

1. Positiveimpactiwe rate a fundés contribution towards posit
mapping underlying company revenues against the investable UN Sustainable Development Goals to
articulate impact.

2. Active Agent i we assess asset managers based on their actions across four components to measure
their level of commitment to stewardship, active engagement and transparency.

3. Avoidanceofharmiscores are based on the extent of a fundd
associated with harmful environmental and social impacts.

4. ESG 1 operational impact measuring the Environmental, Social and Governance (ESG) practices and
opportunities associated with a fundbés undevrtdnying h
financially-material ESG risks.

5. Carbon risk 7 the material financial risk associated with a fund due to the implications of projected
environmental policies and transitional and physical impacts of climate change.

I n the next few weeks weol |l | a un c Istoaligrsinvestmént totbetgoalsof t o e n
the Paris Agreement to cut greenhouse gas emissions and limit global temperature rise to 1.5°C above pre-
industrial levels.



We also offer a bolt on service for advisers who want to help clients visualise the difference their choices make.
The Portfolio Impact Reporting tool is an industry first that creates consolidated impact reports and benchmarks
against a traditional portfolio of identical asset class mix.

Wit h t he F Sustaimabilityd®isaosute Requirements (SDR) and investment labels Discussion Paper
currently being consulted on and strong signals that they expect financial advisers to be incorporating
sustainability into all conversations with clients, now is the time to pre-empt further regulation.

Find out more: www.worthstone.co.uk

For more information or to arrange a demonstration/ meeting, please contact Ben Fisher on 07920
533483 or use the details below.

Address: 10 Orange Street, London, WC2H 7DQ
Email: benjamin.fisher@worthstone.co.uk

Tel: 020 7183 6482

Web: www.worthstone.co.uk

Twitter: @worthstone
Linkedin: @worthstone

Certified

AW’ | worthstone )

Corporation 2 0 21
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Categories of ESG Investing

Impact Investing Investment approaches that select and include investments on the basis of their fulfilling
certain sustainability criteriand/or delivering on specific and measurable sustainability outcome(s).
Investments are chosen on the basis of their economic activities (what they produce/what services they
deliver) and on their business conduct (how they deliver their products andcssjvi

Sustainability Focussednvestments made with the intention to generate positive, measurable social and
environmental impact alongside a financial return. There are four key elements: 1. Intentionality: Impact
investments intentionally contributéo social and environmental solutions. This differentiates them from

other strategies such as ESG investing, Responsible Investing, and screening strategies. 2. Financial Returns:
Impact investments seek a financial return on capital that can range frdowbearket rate to riskadjusted

market rate. This distinguishes them from philanthropy. 3. Range of Asset Classes: Impact investments can be
made across asset classes. 4. Impact Measurement: A hallmark of impact investing is the commitment of the
investorto measure and report the social and environmental performance of underlying investments.

Exclusiong Exclusions prohibit certain investments from a firm, fund or portfolio. Exclusions may be applied
on a variety of issues, including to align with diexpectations. They may be applied at the level of Sector,
Business activity, products or revenue stream, A company or Jurisdictions/countries. Exclusions determine
that a fund or mandate does NOT invest in certain things. It does not constitute an appia is

characterised by proactively allocating capital to specific assets. It may involve excluding investments from a
certain sector or investments that derive a portion of their income from the sale of certain specified products.

ESG Integratiog The systematic and explicit inclusion of material ESG factors into investment analysis and
investment decisions. ESG Integration alone does not prohibit any investments. Such strategies could invest in
any business, sector or geography as long as the EBGofisuch investments are identified and taken into
account.

Sustainable investment labelling regime

The FCA is working closely with HM Treasury on the development of a sustainable investment labelling
regime. The labels will help consumers selecestment products based on their sustainability characteristics

and will be supported by the underlying SDR disclosures. It is envisaged that the labelling regime will cover the
spectrum of investment products, classifying them objectively against spesiidinability criteria, and
considering:

0 LINRPRdzOGaQ 202S00A@Sazr LREAOASAY YR &0NXGS3IASas
b) how their investments are allocated.

The FCA intends to publish further detail in an Autumn 2021 Discussion Paper and will set up an advisory
forum to help inform the work.



Sustainability terms

Industry organisations and Initiatives

Asian Corporate
Governance
Association
(ACGA)

An independent, no#profit membership organisation
dedicated

to working with investors, companies and regulators in
implementation of effective corporate governance
practices throughout Asia.
https://www.acgaasia.org/index.php

arbon Tracker

Carbon Tracker

An initiative working to align capital markets with climat
change objectives.
https://carbontracker.org/

SNCDP

DISCLOSURE INSIGHT ACTION

CDP (formerly the
Carbon Disclosure
Project)

A global notfor-profit organisation, founded in 2000 tha
LINE JARSAa G(KS g2NI RQa 2yf @
system.

https://www.cdp.net/en/

Climate
Disclosure
Standards
Board

Climate Disclosure
Standards Board
(CDSB)

An international consortium of business and
environmental NGOs, set up psomote greater alignment
between natural and financial capital

through disclosure standards, research and advocacy.
https://www.cdsb.net/

i Council of An organisation of asset managers aisdet owners
’ 'Counciloflnstitutinnal Investors’ Institutional promoting effective US corporate governance practice.
The voice of corporate governance Investors https://www.cii.org/
European The leading European sustainable and responsible
" Sustainable investmentorganisation whose mission is to promote
E u @S lf Investment Forum| Sustainability through European financial markets.
(EuroSIF): Different regions have their own local SIF e.g. US SIF,
UKSIF, SWESIF
http://www.eurosif.org/
Financial Anindependent regulator in the UK, responsilite

Reporting Courik
(FRC)

regulating auditors, accountants, aadtuaries, and
aShdaAy3a GKS !''YQa [/ 2NL1J NI
Governance and Stewardship Codes.

Global Reporting
Initiative (GRI)

An international organisation that develops and publishi
sustainability reporting standards and measures for glol
companies. It has become the closest thing to a global
reporting standard for ESG measures; it reports that 92|
2F (KS ¢ 2 NIcBrapaatiohsiragditritkieir H p
sustainability performance.

https://www.globalreporting.org/

The Glasgow
Financial Alliance
for Net Zero
(GFANZ)

chaired by Mark Carney, UN Special Envoy on Climate
Action and Finance, brings together over 160 firms
(together responsible for assets in excess of $70 trillion
from the leading net zero initiatives cross the financial
system to accelerate the transition to net zero emission
by 2050 at the latest.
https://unfccc.int/news/newfinanciatalliancefor-net-
zeroemissiondaunches

IDCC

The
Intergovernmental
Panel on Climate
Change (IPCC)

Thelntergovernmental Panel on Climate Change (IPCC
the United Nations body for assessing the science relat
to climate change.

The IPCC was created to provide policymakers with reg
scientific assessments on climate change, its implicatiol
and potential future risks, as well as to put forward
adaptation and mitigation options.
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https://www.ipcc.ch/

IFRS

International
Financial
Reporting
Standards
Foundation (IFRS)

The IFRS Foundation is a+hot-profit, public nterest
organisation established to develop a single set of high
quality, understandable, enforceable and globally
accepted accounting standarddFRS Standardsand to
promote and facilitate adoption of the standards.
IFRS Standards are set by the IFRSFéuii A 2 y Q &
setting body, the International Accounting Standards
Board.

https://www.ifrs.org/

International Sustainability Standards Board (ISSB)
proposed body being established by the IFHeGndation
to develop global sustainability reporting standards.

@ ICGN International An investorled organisation of governance professional
. Wlrastont orporee Gavermnc Mebwerk Corporate L/ DbQa YAaaAazy Aa 02 Ayal
Governance standards of corporate goveamce to advance efficient
Network (ICGN) | markets and economies wordvide.
https://www.icgn.org/
International A global coalition of regulators, investors, companies,
‘,{é,';%fmm Integrated standardsetters, the accounting profession and ron
FOUNDATION

Reporting Council
(IIRC)

governmental organisations (NGOs) that helps busines;
and investors adopt integrated reporting.
https://integratedreporting.org/

. 0ICTH2CO

International
Organtation of
Securities
Commissions
(I0SCO)

the internationald 2 Reé G KF G oNAy3Ia
securities regulators and recognized as tiebal standard
setter for the securities sectofOSCO develops,
implements, and promotes

adherence tdnternationally recognizedtandards for
securities regulation. It worksith the G20 and the
Financial Stability Board

(FSB) on the global regulatory reform agenda.
https://www.iosco.org/

Principles for

An investor initiative in partnership with the UN

_ PrlﬂC\plestf Responsible Environmental Programme Finance Initiative and the Ul
] | Responsible .
1T Investment Investment (PRI) Global Compact. Founded in 2006, the PRI has becom
leading network for investors demonstrating their
commitment to reponsible ownership and loAgerm,
sustainable returns.
https://www.unpri.org/pri/about-the-pri
‘ VALUE Sustainability A US norprofit organisation started in 2011 to edtlsh
REPORTING i inabili i
RN Accounting sustainability standards for companies traded on US
SASB Standards Board | exchanges.
STANDARDS (SASB) https://www.sasb.org/

Task Force on
Climaterelated
Financial

Disclosures (TCFL

A task force established by the Financial Stability Boarg
develop voluntary, consistent climatelated financial risk
disclosures for use by companies when providing
information to investors, lenders, insurers and other
stakeholders.

https://www.fsb-tcfd.org/

UKSIF

UK Susinable
Investment and
Finance
Association
(UKSIF):

The membership network for sustainable and responsik
financial services in the UK.
https://www.uksif.org/
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g‘.\l United Nations

\e#” 7 Global Compact

UN Development

¢CKS | bQa 3t 2 métviork PaBr@dhg @ithlY

Programme people at all levels of society to help build nations that ¢
withstand crisis, and drive and sustain the kind of growt
that improves quality of life for everyone.
https://www.undp.org/

UN Global Ten corporate sustainability principles for letegm

Compact success covering the areas of human rights, labour, the

Principles: environment and anttorruption.

https://www.unglobalcompact.org/whais-
gc/mission/principles

UN Sustainable
Development
Goals:

A set of 17 goals adopted by world leaders in Septembg
2015, aimed at endingqverty, preserving the planet and
ensuring prosperity for all.
https://www.un.org/sustainabledevelopment/sustainable
developmentgoals/
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COP 26 Uniting the world to tackle climate chang

310CT - 12 NOV 2021
GLASGOW

GOP26

IN PARTNERSHIP WITH ITALY
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chance to get runaway climate change under control.

COP26 is the 2021 United Nations climate change conference

For nearly three decass the UN has been bringing together almost every country on earth for global climate summits
called COPsg KA OK &Gl yRa F2NJ W/ 2yFSNByOS 2F (KS tINIASaQod Ly
to a global priority.

This year wilbe the 26th annual summd giving it the name COP26. With the UK as President, COP26 takes place in
Glasgow.

In the run up to COP26 the UK is working with every nation to reach agreement on how to tackle climate change. World
leaders will arrive irscotland, alongside tens of thousands of negotiators, government representatives, businesses and
citizens for twelve days of talks.

Not only is it a huge task but it is also not just yet another international sunivioist experts believe COP26 has a
unigue urgency.

¢2 dzy RSNEGlI YR gKexz AlQa ySOSaalNR G2 221 o0F0O1 G2 Fy2i0ck
The importance of the Paris Agreement

COP21 took place in Paris in 2015.

For the first time ever, something momentous happened: every country agreed to work together tglbivad warming

to well below 2 degrees and aim for 1.5 degrees, to adapt to the impacts of a changing climate and to make money

available to deliver on these aims.

The Paris Agreement was born. The commitment to aim for 1.5 degrees is important becansé&action of a degree
of warming will result in the loss of many more lives lost and livelihoods damaged.

Under the Paris Agreement, countries committed to bring forward national plans setting out how much they would
reduce their emissiongknownash I GA 2yl f £ & 5SGSNYAYSR / 2yGNAROGdziAZ2Yy &> 2NJ

They agreed that every five years they would come back with an updated plan that would reflect their highest possible
ambition at that time.

Glasgow is the moment for countries to update their plans

ThS NMzy dzLJ G2 GKAA &SINRA adzYYAld Ay DflFa3azg Aa GKS Y2YSy
update their plans for reducing emissions.

dzl GKFGQa y20 Ftfod ¢KS O2YYAlYSyida I ARtod.Bafegrdey,and | NR & F
the window for achieving this is closing.
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IN PARTNERSHIP WITH ITALY

The decade out to 2030 will be crucial.

So as momentous as Paris was, countries must go much further than they did even at that historic summit in order to
keep the hope of holding temperature rises to 1.5 alive. COP26 needs to be decisive.

WHAT DO WE NEED TO ACHIEVE AT COP267?
SECURE GLOBAETNVVERO BY MIDCENTURY AND KEEP 1.5 DEGREES WITHIN REACH.

Countries are being asked to come forward with ambitious 2030 emissions reductions targets (NDCs) that align with
reaching net zero by the middle of the century.

To deliver on these stretching @ets, countries will need to

accelerate the phaseut of coal

curtail deforestation

speed up the switch to electric vehicles
encourage investment in renewables.

=a =& —a -

ADAPT TO PROTECT COMMUNITIES AND NATURAL HABITATS.

The climate is already changing ahdill continue to change even as we reduce emissions, with devastating effects.
At COP26 we need to work together to enable and encourage countries affected by climate change to:

1 protect and restore ecosystems
1 build defences, warning systems and resifimfrastructure and agriculture to avoid loss of homes, livelihoods
and even lives

MOBILISE FINANCE.

To deliver on our first two goals, developed countries must make good on their promise to mabiéast $100bn in
climate finance per yeaby 2020

International financial institutions must play their part and we need work towards unleashing the trillions in private and
public sector finance required to secure global net zero

WORK TOGETHER TO DELIVER.
We can only rise to the challenges of itlenate crisis by working together.
At COP26 we must:

w finalise the Paris Rulebook (the detailed rules that make the Paris Agreement operational)
w Accelerate action to tackle the climate crisis through collaboration between governnirrsisiesses and civil
society.
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Calling all private investors: Your planet needs you! By Dan Somers

aware in a general sense about its environmental aim
and ambitions. However, what is less empbasdiis the
A0NI GS3e G2 adzyft SkakK GNA
FAYlLI YOS NBIldZANBR (2 aSod;
COP26 is not going to work unless investors do their
part. In this piece we are going to briefly look at why t
conference mattrs so much, its goals, the strategy ant
then how that will work in the UK and the opportunitieg
that it presents for investors.

COP26 is dominating the headlines and most of us ar‘

LJdzo f
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Many commentators consider COP26 to be the most important sustainability conference ever. This is
somewhat due to fact that thathe targets agreed at the 2015 COP21 Conference in Paris have been soundly
missed. Simultaneously climate change has moved from being a perceived threat to a real, existential one as
we regularly witness flooding, wildfires and other highly destructiverqpmenon around the World.

The conference has two key aims:

Secure global net zero by 2050. (Countries to commit to net or even negative levels of carbon production by
2050 to ensure Global warming is limited to +1.5 degrees frorvrgtestrial levels)

Adapt to protect communities and natural habitats. (Help countries affected by climate change to protect and
restore ecosystems and make infrastructure and agriculture more resilient).

And to realise these two goals:

Mobilise Finance. (As well as developedmtries raising at least $100 Bn climate finance, as quoted above to
unleash trillions in private finance required with private investors doing their part.

b2¢> 0STF2NBE ¢S 32 (2 YdzOK FdzZNIKSNE ¢S aKz2dzyR 2RRNE
GAYLI OG Ay@SaitAay3aéd ySOSaairillasSa I O02yO0Saairzyl NB NE
invest in less profitable investments than they would otherwise. There is now a large body of research
disproving this myth and here are tvexamples:

Ly a2NBRIFYy {iFlytSeQa wnmdp a{dadtAylroftsS wSIftAdeé NBL
LINE A RSR NBGdzNya Ay fAYS 6A0GK O2YLI NI o6fS GNFXRAGAZY
a period of extreme volatility, wa 4 adNRy3 adradArAaidAraodolrt SOGARSYOS (GKI G
l'YR AY GKS DLLb tSNRELISOGABSaY 9OARSYyOS 2y GKS CAyl
seeking market rate returns can achieve them. Across various strataglegsaet classes, top quartile funds

seeking marketate returns perform at similar levels to peers in conventional markets. In many cases, median
LISNF2NXYIyOS Aa Ffaz2 l[[dAaGS aAYAf |l NWpE

COP26 is not asking investors to invest in less profitable but wortlkgtiments it is creating the opportunity
to target the same returns with less volatility than traditional investments and to help, quite literally to save
the world.



In June 2021, the UK the Government published its Green Financing Framework whiabsinctuny
AYLINBEaAaAGS TSI (dzNBE LWNROAISA A2 a0OMNERY/EIR A KNE dzZ3 K NB
OSNIiFAyGe FyR NBRdAzOS GKS O02al0 2F OFLWAGEE odzi YF@& |
UK Infrastructure Bank hdeen launched to help achieve this and will operate with existing frameworks such

as research and development grants, the British Business Bank and the Enterprise Investment Scheme, (which
since inception in 1994 has raised £22 billion for eathge companies).

2 KOG GKS 102@0S RSY2yadN)rGSa Aa GKIFEG GKS TN YSg2N] a
the UK good at this, and are there opportunities?

Firstly, in terms of global standing, the UK is one of the major impact tech hubsdihdedon is the fastest

growing VC hub in the world00% growth in 5 years. It is third in size only to the US and China and not far
O0SKAYR SAGKSNI 2F (K24aS gAGK 20SNIbPm.y 2F AYLI Ol @€
dzy A O 2 Nddisinésseks valBetl over $1Bn that have a positive impact (climate change being a major impact
sector). Examples of these: Octopus Energy (green energy), Arrivae(@ersion buses and trucks),

BritishVolt (responsibly sourced batteries), Babylon Hedtthéalth tech, not climatéocused but still

impactful in transforming healthcare) and many morenaiaiting.

The positive outlook is that there is a generation of entrepreneurs and scientistisdrelbn tackling these
issues and they do not have any 8ats of interest or cannibalization of existing products that the large,
incumbent energy providers have. Their businesses aregfasting and accessible to the private finance
community as they take on venture capital to fuel their growth.

One example of a challenger technology company aiming to be
another impact unicorn is Echion Technologies, a-spirof
Cambridge University that has developed rggneration
materials for batteries to make them last longer and hold more
power. In factthey charge more than 5 times faster than _
standard Lithiurdon batteries. They only us low cost, abundant - )
and environmentally friendly chemical compounds. The busines
was invested in by Boundary Capital in 2018 and has since go
on to its first OEM collzoration with Vantage Power for battery
technology for its hybrid bus and commercial vehicle s
electrification systems and has also secured strategic partnerships and investment from other battery and
NBflIGSR FANVaAD . 2dzy RF NB /SINLINKISt Q& DR @SN WSy i Qél D LY
above, which encourages private investors with tax benefits and helps to propelstagly businesses.

Another example is Xampla that makes natural alternatives to plastics and is the world leader irrqiaint p
materials for commercial applications. Its ngydneration material performs like synthetic polymers, but
decomposes naturally and fully, without harming the environment. Their mission is to replace the everyday
singleuse plastics you see all aradifike sachets and flexible packaging films, and the less obvious, such as
microplastics within liquids and lotions. It helps to improve the environment as well as mitigate carbon and
climate change.

Both Echion and Xampla are easkage companies andvesting in earlystage companies is more risky than
traditional investments hence the need for incentives provided by such schemes as EIS. However, with the
companies mentioned above: Xampla completed a £6 million funding round In Jan 2021 with backers

induding Horizon Ventures, the investment arm of Liskang (previous earigtage investments included

%22Y3X CIF0S022132 FYR {LRIATEOVUD® 90KAZ2Y NBOSyilfe Of 23
largest supplier of niobium products and $1iibn company. These are great examples of the exciting and

brilliant earlystage companies that we have in the UK.

The area of investing which is particularly focused on opportunities such as those mentioned above is Impact
Investing. The GIIN definesitta | & GAy @SadayYSyida YIRS gAGK GKS AydSy
a20AFt FYR SY@ANRBYYSyYyGlf AYLIOG Ft2y3aARS I FAYlyC



point that just like all other areas of responsible investing it istkayadvisors and investors look closely at
the methodology of any Impact Funds to ensure that they align with their values and motives. Look for
Investment Mangers with clear stated and objective methodologies which match the requirement.

In conclusion, we very much hope that COP26 is a
successful conference and sets us all firmly on the
path to net zero. The role of the private investor is
going to be key in that success. The Government ha
created a framework to help channel such investme
and the UK is leading the World in brilliant and
inventive companies bringing solutions to this
problem. Research has shown that investors in
sustainable investors do not lose out when compar
to traditional investments, but we caution to be
rigorous on naking sure any funds methodologies
truly match to investors aims and values.

Dan Somers
dan@boundarycapital.com

Boundary Capital Partners LLP
63-66 Hatton Garden
London EC1N 8LE

Tel: +44 (0)20 7060 6990 BOUNDARY

Mob: +44 (0)7958 715411 CAPITAL
Fax: +44 (@0 3292 1696
Web: www.boundarycapital.com



GROWING A CULTURE OF SOCIAL IMPACT INVESTING IN THE UK

In 2016, the UK government set up an independent advisory group to answer an important question:

How can the providers of savings, pensions a@ndestments engage with individuals to enable them support more
easily the things they care about through their savings and investment choices?

The reason for the question was that the UK had long been a leader in social impact investing, but isdiwidua
wanted to make impact part of their personal savings and investment choice still found it hdodstm The advisory
group was asked to look into the reasons for that failure and recommend poteuofiations.

The report identifies a comprehensivange of recommendations for the short, medium and longer térhere is no
WaAf OSNI odzAf £ SG QX o6dzi GKS | NBI accudNhte hdpigh 21 SYR- A yNBI ALINI (OGS O
a leader in social impact investing and delivednghoice of quality productgo individuals.
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TherecommendationsregroupedunderUvekeyactionareas:
Improve deal flow and the ability to invest at scale

wGovernmentg Support ceinvestment Government should increase its participation iriceestment models to
encourage the provisioaf capital to social impact investments, potentiatiking a first loss position in some
circumstances.

wFinancial service industry¢ Supportco-investment Industryshould commitmeaningful ongoing resources to work
with government, the social sector and regulatorsidentifying investment approaches that can bged to deploy
capital to tackle entrenched sociahdeconomic problems.

wCompanies; Embed positive social impact inusiness as usualWhere feasible, companiehould increase their
focus on creatinglemonstrable positive social impact alongsfaencial returns. This would lead to an increas¢he
number of traditional companies that a@chieving measurable social impact and exptgdinvestable universe for
impact investorsMore consistent outcome reporting linked tdN Sustainable Development Goals (SDGs) will
improve investor understanding and lpeboostconfidence in the strategic relevance of nonfinanai@asures over
time.

Strengthen competence and confidence within the financial services industry

wRegulators; Build capability and integrate social impact into business as ustadlevant regulators and other
statutory bodies, including the Financial Conduct Authority (FCA), Financial Ombudsman Service (FOS), Prudential
Regulation Authority (PRA), The Pensions Regulator (TPR) and the Financial Reporting Council (FRC),isheuld cont
to build capability in relation to social impact considerations so that, as the market develops, social impact is
embedded in regulatory frameworks and understanding.



wFinancial services industry Build capability and integrate social impact into Biness as usualndustry should

engage widely to improve professional skills for social impact; to work with academics and service providers to
develop a robust performance/outcome evidence base; to develop with industry bodies initiatives to sustain
momentum and ensure quality as the market develops; and to provide tools and training for pension scheme trustees
and independent financial advisers (IFAS).

wProfessional bodieg Provide Continuous Professional Development (CPD) and qualificatiBnsfessinal bodies,

such as the CFA Institute, the Chartered Institute for Securities & Investment (CISI) and the Chartered Insurance
Institute (Cll) should accelerate professional development around ESG and social impact investment, through CPD and
professionafualifications. They should work with industry to ensure the use of common terms across educational
materials.

Develop better reporting of noHinancial outcomes

wFinancial services industry Develop consistent noinancial reporting methods Industy should work with the
Investment Association (IA) and CFA Society UK to develop consistent good practice and set common standards for social
impact investing. This would include determining processes and reporting, potentially using the SDGs as a kramewor

Government and Financial Reporting Council (FREXplore sustainability and SDG reportinfhe Department for

Business, Energy and Industrial Strategy should explore, with the FRC, how best to encourage UK business to increase
transparency on the adribution business makes towards the achievement of the UN SDGs. Separately, in regard to the
FRC consultation on companies' strategic report, the FRC should explore ways in which material information, useful to
wider stakeholders, can be reported in thentext of the UN SDGs.

Make it easier for people to invest

w D2@SNYYSyilz FAYIYOALIfT &ASNWBAOSA Ay RdzadPuiish eduthdoFfab 4 4 A 2 y | §
material: Each organisation to publish educational guidance on social impasstment and its relation to ESG, with
NEFSNBYOS G2 (G4KS 20KSNEQ ¢2N)] (2 SyadaNB O2yaraiSyodeo ¢k
stakeholders including individual investors, IFAs and pension scheme trustees. In timenggveshould work with

industry on a communications campaign to raise awareness among consumers about the power they have to apply their
own values to investment choices.

wFinancial services industry Develop consistent standards to indicate product egrity to individual investors and
trustees A crosssector industry working group, led by the Investment Association, should coordinate the development
of best practice. This should initially be around transparency for both ESG integrated funds aruiaddnguact

investment products, seeking guidance from organisations such as the British Standards Institution. In time this could
lead to an investofacing social impact investment label as the market develops (see p32: Astage approach to
developig an investoffacing social impact investment label in time).

wFinancial services industry Develop more productsThe industry should continue to develop its savings, pensions
and investment product suite with the individual investor in mind, utilising both ESG and social impact investment
options. Examples of replicable models are shown as case studies throughoeptirt.

wGovernment, financial services industry, professional bodies and regulatdf¢ork on including illiquid assets in
investment portfolios A wide body of research suggests that an allocation to less liquid, longer term investments is
likely toenhance portfolio returns over time, but the financial services ecosystem has developed in a way that biases
towards daily pricing and trading.

All participants have a role in the systemic change needed to support the inclusion of thesecanaetsso@l impact
investments currently fall into this category.

w tSyairzy aoOKSYS (qEdgade Scfer with peRsios Schelihende@élrustees should work with
employers and pension providers to develop best practice for better engaging schembkearsewith their pension
investments and encouraging them to register on their pension platforms. This should lead to better alignment with

Y S Y 6 S NJirancigl #afues, with social impact investments as potential fund choices providing, they have an
appropriate risk/reward profile. As product track records mature, we also envisage growth in social impact investing as a
natural part of default funds.



Maintain momentum and build cohesion across initiatives

w CAYLlFYOAIf GASIIfAD @ eyredstydRstizg suppbrted by government, to convene a folowgroup
to allocate responsibility for taking forward specific actions, to monitor progress and to ensure sustained positive
momentum continues. Ahought-leadership conference should be held by summer 2018 as part of this process.

wFinancial services industry and professional bodgglsaunch high profile awardsthe industry should both stimulate
and celebrate progress in social impact investntanbugh awards.
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Case Studg How to start a conversation with Clients about ESG by Alasdair-Coutts
Britton

At Better World Financial Planning | introduce the concept of investment solutions that have an ESG theme
AUNFAIKGE g & Ay 0K GaY yF2Agy R AdydaNaQhatsiaiyNEed qudsoysand
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never thought about it.

We use questions designed to help them think abowittown personal values.

i C2NJ SEIFYLX SZ L ¢g2dZ R aley al 26 AYLRNIIFIYyG A& A
FT2NJ 02aYSGAO LIzN1J2aSakKé

0 ! y20KSNI 2yS YA3IKG 68SY a1l 26 AYLERNIUFIYG A& AlG G2
3 Yot Ay Pdftioliosandl &xclude those anyway, but it covers a wide range of ESG concerns.
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These questions will then lead into more detailed val@sed questionnaire for those clients who wish to be
more specific about the focus and depth of the inclusion of Sustainable Finance and ESG in their Financial
Planning.

In my exgrience most people do not know what is in their portfolios and have not considered that their
investments could be screened in order to make a difference to some of the problems facing society. Once
they realise that this is possible, and that returnglaisk are unlikely to be affected they tend to become
enthusiastic about this aspect of their financial plan.

Alasdair CouttsBritton

Founding Director

Better World Financial Planning Limited
T: 07958 472966
E:acb@betterworldfp.co.uk

M: PO Box 288, OSWESTRY, SY10 1GF
W: https://www.betterworldfp.co.uk/.

betterworld
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Clientrelationships and fact finding

5
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I ROA&ASNJI (2 S ipardbrziiectires &nd dncanSs stihldinclude whether or not a client is

interested inintegrating social, environmental and/ or ethi@ncerns into their financial decisions. Although
responsiblénvestment funds may or may not beLJLINE LINR | G4 S F2NJ | Ilpisthl,2 y Q& Sy i A N
engagement only funds, screenedrporate bond funds and ethical bank accounts
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not be ignored for lack of choice. Advisers whandb ask an ethical fact find question already might

like to consiar following:

52Sa @& 2 dzNihdidgphedeBsytell yodverydhing you need to know about yoolients?
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w LT @2dz I NB 02 YLiSar achei, isdhkré &0y dbwinkide ko being Hid aiige Mdho asks an

ethical fact find question (ad K § A F &2dz I NB GKS 2yté& 2yS K2 R2SayQi
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w alclient returns to you after six months sayihg investment you sold them is inappropridtecause they

should have been offeredr@sponsiblanvestment fundc what will you say, or do?

Business benefits

w
w

As well as being of benefit ©f A Sy (i 332 2PRRINWVWBE SFE 2 NIV vy OSQ NBf Ire§pSrRbINS | & 2 y
investment is considered by manybbe of benefit to advisers also. The followiparagraphs on the benefits of

offering advice omesponsibldnvestments have been collexd fromadvisers who are active in tliesponsible

investment market.

Protection against complaints

Many people who have concerns abartvironmental or social issues have stranions. Unless an adviser asks

aboutt NS O2 3y A &aSa |y Reregtasip&tothé facBindidSpyoteSste/ste i unlikely to know that

he/sheis dealing with a person with such opinions amdild risk giving inappropriate advice. A cl@failure to

request advice omesponsiblanvestment may not béndicative of their lack anterest. Clients that fall into this
groupmayevely 2 @S G2 alLISOAIf AalG Wltkhat@épbnshleinestdert &NB. 2y OS (K
Althoughfailure to ask an ethical fact find question is unlikelyrigger an inmediate complaint, the fact such a

guestion was not asked may lead to one furtenvn the line. As interest in social, ethical aam/ironmental

issues increases the scope tmmplaints must therefore also be likelyitrease. In this vein it is wortioting

that the Financial Ombudsman Service la®adyreceived training in this area.

Improved relationship with existing clients

If a client considers their adviser is taking iatount their values and practively taking arnterest in them for
more than just their money, thegire much more likely to want to do business wiitie adviser again.

Increased referrals and protection of client base

Clients are more likely to be happy with their investment if they are aligned more closely testhef their
personal values. This regularly translates into increased referrals as well as good client retention.

Excellent marketing opportunity

Affinity and niche marketing opportunities can be easily identified as most people whistarested insocial,
environmental and/or ethical issues are unaware of the existencesgfonsble investments.



Safeguard against future changes

It is looking increasingly likely that future regulatory changes, particularly in the pensions market, may make an
awareness of ethical and socially responsible investment a compliance factmemifying whether or not the

issues behind ethical and socially responsible investment approachésiportant to a client an adviser can seek
to guard against such changes.

Improved product retention rates

Responsiblénvestors are more likely to be faithful to their investment and hold on to it thromginket downturns
as they may have invested for more than simply performance reasons. Asespamsiblanvestors aravidely
0St ASOSR G2 06S Y2NB waiAroleqQ GKFIy 20KSNJ O2YLI NIro6fS A

Other factors to consider

Performance reasons

Whilst performance concerns are often cited, evidence from over 20 years indicates thaatieasefounded.

In addition, there are a maber of positive investment messages that underpin the varagoaches to
responsiblenvestment. Example opinions include:

w Ly@Sai2NBR ¢K2 O2yaAARSNI GKS a20Alf > Sy dat@nfahissy G |
face couldmake higher returns from their investments, and furthermore, thgtencouraging companies to

improve their corporate social responsibility (CSR) and sustainability, investors can add value to these companies
and, in turn, to their investments.

wResponsile investment funds give investors the chance to get involved with emerging environmental

technologies (such as solar power and fuel cells) at an early stage, before many conventional investment funds

have identified the investment opportunity.

w [ 2 yi@mcinhéréldya growing understanding of the lotegm impacts of ESG issues on shareholder value.

C2NJ SEI YLX ST LISyarzy FdzyRa | NS AyONBlIaAaAy3dte NBO23IyAa
affect shareholder value over the long term

CKS ! YAGSNBAGASE {dzZLISNY yydzr A2y { OKS Y BaEatéaihSedicae®@ta ( KA
identifying potential ESG risks and opportunities and work with thezivice providers to manage such concerns
and better understand théikely impacts ortheir portfolio.

Pension rules

There is currently no legal obligation for advisers to ofémponsiblenvestment advice or produgiroviders to
offer responsible investment. Although, this is expected to come in to force in 2022.

Hog SOSNE 200dzLJ A2y Ff yR &Gl 1SK2f RSN LISYEARRYAA LINEA NE
which must be made available to members on request. The SIP must set @atidmes approach to ethical and

socially responsible investment. Adlers should request SIPs from Stakeholder providers before recommending

their products so they are able to advise on this aspect of the scheme for any interested or potential members.

The rules, which were originally an amendment to the 1995 Pensionstats that trustees obccupational
pension funds are to disclose the following in their Statement of Investigntiples (SIPs):

() "The extent (if at all) to which social, environmental or ethical considerations are taken into account in the
selectbn, retention and realisation of investments; and

(ii) The policy (if any) directing the exercise of rigficluding voting rights) attaching to investments.

Although the legislation did not oblige pension fund trustees to adopt socially responsible investment policies, it
has increased their transparency on the issue. In particular, the regulation has fuelled the popularity of
WSy 3l IoF¥8nia I LILINBdedpiesSdre oh yivestors regarding the way they vote their shares.



Charities &Responsiblénvestment

Responsiblénvestment can help a charity to align their investments with their charitable objects.

Charities may increasingly seek adviceespmsibleinvestment following clarifications in the law from the Charity
Commission.

For trustees concerned thaesponsiblanvestment could conflict with fiduciary duty, the Charity Commission
ailrdSa a¢NHZAGSSa | NB F NI Scyivich thdy easdnably YedieveSaill prbvide the basy & S 3
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The Charity Commission recognises the¢sponsiblanvestment policy may be entirely consistent witie
fiduciary duty of maximising return dnvestment.

Furthermore, they outline three situations where trustees edlow an investment strategy to tgoverned by
considerations other than pure investment return:

w CANRGEES ogKSNB Ay@SadyYSyd Ay F LI NIOAOdzZ N GeLlsS 27
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In line with pension fund disclosure, the amended Statemdm@commended Practice (SOR®)5 for

Accounting and Reporting by Charities states that charity trustees should explain a$ tharfinancial review
aSOGA2y 2F UGUKSANI FyydzZf NBLRNI asKSNBE YI(GSeshl f Ay@Sa
including the extent (if any) to which social, environmentabdi KA OF t O2y aARSNI GA2ya | NB
EnvironmentalSociabnd Governance (ESG) issues

In order to give advice on sustainable investment, an adviser must be aware of thremtitipproaches and
issues covered by different funds and fund managers.

Discussing the clients key ESG concerns

After establishing whether a client might be interestedésponsibldnvestment, it is important to discuss and
identify the main issues they are interested in and to get a broad sense of their key concerns. These concerns may
be different to the advisers own.

Finding out which issues are important to a client is an esadirst step towards identifying whictund, product
LINE GARSNI 2NJ | LILINRBF OK gAft &adzid | Oft ASyidiQa ySSRao
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work for them. The discussions and the extra questions will help to provide a transparent audit trail and
R20dzYSyidl GdA2y 27F &2dzNJ Of A S yeSeQssuewith tyexclnf diltalsathelp they 3 G A Y S
adviser build a strong relationship with them.

The discussions may or may not lead to a recommendation for a screened or engagement product solution for the
client¢ dependent on other standard advice isssegh as the availability of appropriate products or funds and

K2g (K2a$S AaadzSa AYLI OG0 2y LISNF2NXIyOS 6A0GK NBFSNByC
options available today a request to considesponsibldssues is more likely toelp the adviser to offer solutions
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Diversity of funds reflects different public opinions

Responsibléunds have been created for people who were interested in more than the simplyitnaditfinancial

aspects of investment. For example, the first US fund had its roots in theVégttham War movement in the

1970s. The first UK fund, Friends Provident Stewardship, initially focused on issues from the Quaker and Methodist
faiths ¢ such aghe avoidance of alcohol, armaments, tobacco, pornography and a strong concern for social issues
notably business involvement in South Africa during the Apartheid years. The fund coupled these with a will to
support companies which had a positive beh#gdisociety so that the fund could be used to incentivise better
practices.

Since then, the range of issues has broadesred deepened to meet the diverse needs of theesting public
0 K2dzZaK & 2rég8irerdenta vilybé i@gossible to satisfgmpletely. Different approaches to differergsues
have also developed

Degrees of Support or Avoidance
Within each of these issues it is also possible to cover different areas in different ways and to different degrees. A
fund or strategy may focus, fexample, on either what a company actualtyes, or makes or the way it

2LISNF GSa ylrySte GKS Wgl e Q AavouRdf&ent ajipkoAckied & lime \Gith thelr SNB y
diverse concerns, and in some cases clgamicerns may not bable to be met.

Social, Environmental and Ethical criteria

Social Environmental Ethical
Access to Medicines Air & Water Pollution Alcohol
Bribery & Corruption Biodiversity Animal Testing & Fur
Child Labour Climate Change Gambling
Community Giving Energy Genetic Engineering
Community Initiatives Environmental Management | Human Rights
Conflict Mining & Quarrying Military
Corporate Governance Nuclear Power Nuclear Power
EqualOpportunities OzoneDepleting Chemicals | Pornography & Adult
Health & Safety Pesticides Entertainment
Human Rights Transport Repressive Regimes
Labour Standards Tropical Hardwood Tobacco
Supply Chain Management | Waste & Toxic

Chemical Management

Water Management




Example of clierdttitudes

Example of client Example of client Example of client Example of client
concern concern concern concern
Envionmental | bL R2y Qd & y "lwantto investin the "lwanttoinvestwithan | hLQY Y2 NB 42
Pollution any oil and gas Wwo SGGSND 2 A f| investment provider that | the way oil companieare
(focusing on oil | companies. Climate companies, because we | is trying to make oil and involved in countrieshat
and gas changehorrifiesmeand I | 3 y Qi 2dza (i 2 9as companies more have poor humamights
Companiep want to avoid from fossil fuels overnight| ¥'SY @A NB Y Y Sy { records-tobeK 2 y S a
contributing to the a2z Loy KL 0 o_lzu R2Y Q U NXH
problem where possible”. money from those that which ones are in my
- fund".
really take enironmental
issues seriously".
Tobacco / bLQR fA1S 4 "lhavearealbeeinmy | "Alcohol and Tobacco b2 KFd LQR f A
Alcohol company involved in bonnet about tobacco I NB WLISNE 2 y I{ someone who is dealing
(production, production of such companies and people A&d&adzSa Qo t S withthe serious issues
sale and products, but am not too | who sell cigarettesall make their own minds up | such as irresponsible
marketing bothered about too often to children. | -t AGS I yR ft S| marketing to childen,
issues) O2YLI yASaQGRR2y Ql o yid H quite happytoinvestin | selling alcopops for
them-so long as it is do with them, they cost them." example is really not
not a big part of their GKS bl { I T2 2y XAha AlGKb
business".
Armaments "The arms industry is bLQY 2yf& NX "l'wouldlike to see "Any involvementfrom
(from aircraft also known a8 R S ¥ S'y| about companies that someone addressing the | selling food, water or
sales to and this is the way | see | make strategic military issues of da of aircraft electricity right up to the
national Al XgKe &K 2 dz| weapons, planes, ships | etc to oppressiveegimes, | production of weaponsf
defence). about investing in etc . Building barracks but otherwise itR 2 S & y| mass destruction arall
companies that allow us | and the likeisgoingtoo | 6 2 i KSNJ YSXb |W2dziQd L R2Yy
to defendourselves?" far for meq and are not a invest in any companies
problem." with any military
involvement at all.”
Pharmaceutical | bL 1 Q& y 23 { K "llove animals, ifa "l am keen to invest in Animalsg who cares? |
(focusing on bothered about animals, I| company tests on pharmaceutical want to see these
animal just put people first. animals or gets others to | companies, my brother companies starting to be
testing issues) | Some testingisrequired | R2 (S&0Ga T2 N hadaserious ifless and | more responsive to
by law and until that want anything to do with | is only alive today issues like access to
changes companies them." because of the drugs he | medicines in poor
Oy Qi R2 I|y§ was giverg and they will | countries. Would invest
different than have their have been tested on in any fund that
products tested on animals." concentrated on getting
animals." O2YLI yASa (i3
NAIKG GKAYy3(

Useful informationg terminology andmethods vary; Transparency is key

Terminology and methods vary. Product providers publish marketing and other matesiel ¢otwhich areas are
covered by the approach or approaches they offer and the degree to which they screen, either positively or
negatively for an issue. Some also publish detailed policy statements that set out their approach to various issues
and theirrationale for doing what they do.

LG Aa AYLRZNIFYG G2 NBYSYOSNI GKIG y2 2yS aSid 2F A&adzs
standards. In addition, be aware that issues change within investee companies (a company whoseasimeslds a

by a fund), in particular when mergers or acquisitions take place. This leads some providers to err on the side of
OFdziAz2zy AY YIFENJSGAY3I tAGSNI Gd2NBE FyR (GKS dzaS 27F 62NR3
of the seriousnes with which a provider views an issue.

In most cases the more important issue is transparency of information about what the fund does so that a client
understands what they are buying. Various projects have been undertaken to encourage retail anticinatitu
responsiblanvestment providers to be more open about what they do and how they do it. This will help advisers
and clients to be able to compare products more easily and understand what is available; so that a solution can be
found that matches afcA Sy 1 Qa ySSRa a Ofz2asSteée a LlaairoftsSo

l'a SOSNI GKS NRtS 2F (GKS FROA&ASNI Aa (2 YI UQé&ndéHc8 Of A S
issues may or may not be a deciding factor but should in any event beitathesccount.



InsideMSCI ESG Ratings

Inside MSCI ESG Ratings

How Companies
Are Scored

When MSCI began its ESG research in 1972,
it carved out a path that changed the way we
think about investing.

Contrary to what critics said at the time,
ESG investing has become a global

Q’ phenomenon. Today, $30 trillion? is
invested in ESG.

U.S ES@-Focused Assets Thanks to its pioneering work, MSCI has emerged as a
$12 trillion’ global leader in both ESG ratings and ESG indexes3.

Global ESG-Focused Assets
$30 trillion’

Source: Global Sustainable Investment Alliance (2019)



The ESG
Data Universe

MSCI ESG Research* aggregates
over 1,000 data points from:

Company filings @

Media sources o

Across the expansive data frontier,
here are some specific sources
that MSCI draws upon.
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MSCI ESG Research uses industry-leading
techniques—far beyond the data a
company voluntarily provides.
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Calculating Ratings socmas:
ESG score founded on three pillars:

&)

Environment prvinon B oation
Some key issues include: » Carbon emissions » Toxic emissions & waste
» Product carbon footprint » Packaging material & waste

This shows a selection of key issues. For a full list visit msci.com

@@

@@XQO@? Human Stakeholder

capital opposition

es include: + Labor management
+ Health & safety

» Controversial sourcing

» Community relations

Governance Corporate Corporate
governance behavior

Some key issues include;
» Board » Business ethics
» Pay » Tax transparency

The ESG Scorecard

Based on a thorough ysis of the most themes
and issues facing a company, the final score is assigned.

Management capacity
*Policies and commitments
*Programs and initiatives
*Performance Indicators
“Controversies

Risk exposure

*Type of operations
*Locations of operations

&
2
(<]
N

ESG scores evaluate management strategy in the context of risk exposure.

+*

Environment
opportunities

» Clean tech
» Green building

Social
opportunities

+ Access to communication
» Access to finance

These are universal
key issues applicable
to all industries.

Why does this matter?

Investors can find
opportunities in new
and existing markets

Investors can prioritize Ratings provide a
companies' resilience to launching point for
icipated, financiall hareholder gement

9

damaging ESG risks on ESG performance and
investment product creation
Example: Example:
Regulatory bans on Cleantech and renewables

single-use plastics

Investors can make
informed ESG decisions in
the medium and long term

Sourca: MSCI (2020)




All Street research debates
This series of articles by All Street Research describes some of the current debates and challenges within the

sustainability domain, together with key insights generated by Sevva, the Al platform for ESG ratings
developed by All Street.

Why mining and oil companies can have high ESG Scores
One controversial topic that often gets mentioned is why companies in so

Ottt SR GONBSY AYRAAGNASAE &4d2OK & YAYAY3I 2N 2Af |y

We need to rethink how this conversation is helc Distribution of ESG Scores in the if we
want to actually build a sustainable future. To Fossil Fuels indusry start
with, there isn't such a thing as a good or bad

industry in ESG. There is only a universe of 900

companies that are contributing to overall BOO

economic ativity. This investable universe has its ;44 own
distribution where companies put varying degree 600

of effort to redirect or change their activity

towards more sustainable products and services ¢ For
SEFYLX S GKS OKIFNI { S@¢ann thak 2 g &
the vastmajority (nearly 75%) of fossil fuel 300

companies do indeed have a low to medium 200

sustainability footprint; yet there is a significant

contingent of 25% that scores well. In shdrt{i Q 0

complicated 0

Low(0-3) Medium (4-6) High (7-10)

Not to mention that when you track through the ESG
risk factors associated with each business activity you find soften(literally) bodies buried in all the
upstreams and downstreams.

Investors should be wary of oil and gas companies that don't have &&Ghrating. The ones that do have a
good rating have usually put together a reasonable transition pathway. They are also typically embedding a
large number of sustainability factors into their strategy that support the transition, such as gender equality,
health and wellbeing, and innovation.

We should all encourage companies from every sector to invest in sustainable activities and we should assess
companies based on their sustainability footprint, not based on the industries they operate in.

We are by fans of regulated international companies being stewards of risky assets such as fossil fuels, or
indeed risky businesses such as tobacco and sugar. In this way, we are all clear how the stranded assets and
business models are managed in a transparermt accountable way.


https://www.unpri.org/climate-change/pri-in-person-2017-what-is-the-future-for-stranded-assets/773.article
https://www.unpri.org/climate-change/pri-in-person-2017-what-is-the-future-for-stranded-assets/773.article
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/962785/The_Economics_of_Biodiversity_The_Dasgupta_Review_Full_Report.pdf

Can we afford to leave SMEs behind and hope that we will not
S e O bake at 3 degrees?

There is a big missing gap in much of the discussion and analysis around ESG. Namely SMEs. The same SMESs
that account for50% to 70% of GDP

Whilsteveryone agrees how important this segment is, the sustainability conversation is still focused on the
big names. There are very few tools available for sustainability assessment for small cap and private
companies.

CO2 emissions have increased by 50% since

2000 Most large companies repoficope 1 and Distribution of ESG Scores across Mid,
Scope 02 emissions. But the big elephant in Small, Nano and Micro Caps the
room is that theirScope 3 emissiorallegedly 25,000
OFyQiét o6S OFf Odz I 6SRX NB® Sy i
95% of their carbon footprintAll these Scope 3 20,000 CcO2
emissions are the Scope 1 or 2 of their small an
private suppliers. These are SMEs who don't he the
money or the time to invest in sustainability 15,000
support teams.

10,000

We need to find an easy way to ass the ESG

footprint for SMEs. There are millions of 5,000
companies and we believe that the future

belongs to automated universal ratings that are
reliable, accurate and scalable.

Low(0-3) Medium(4-6) High (7-10)

The good news is that there are thousands of small companies (7,16 7t@tise) that are already hitting
the highest standards of sustainability best practice, according to ratings data from Sevva.

To better understand why we are not hitting the targets, we need universal sustainability assessment tools
that apply to every pvate and public small company. These tools need to use comprehensive, recognisable
methodologies. For example the most recent IPCC report quantifiegsdbiéve ghg emissions impact of

taking action under each of the 17 UN SDPiggether with the associated trade offs.
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https://www.ilo.org/infostories/en-GB/Stories/Employment/SMEs#power-of-small
https://www.c2es.org/content/international-emissions/
https://www.c2es.org/content/international-emissions/
https://en.wikipedia.org/wiki/Carbon_accounting
https://en.wikipedia.org/wiki/Carbon_accounting
https://en.wikipedia.org/wiki/Carbon_accounting
https://www.cnbc.com/2021/08/18/apple-amazon-exxon-and-the-toughest-carbon-emissions-to-capture.html
https://www.cnbc.com/2021/08/18/apple-amazon-exxon-and-the-toughest-carbon-emissions-to-capture.html
https://www.ipcc.ch/site/assets/uploads/sites/2/2019/06/SR15_Full_Report_High_Res.pdf
https://www.ipcc.ch/site/assets/uploads/sites/2/2019/06/SR15_Full_Report_High_Res.pdf

Technology should be front and centre of the climate
challenge. But it often isn't.
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The preponderance of financial professionals, policy makers, lawyers and consultants in the climate discussion

is always highReal change makers from the tech sector, less so. Yet as Bill Gates points out, the path to
saving the planet is gog to be led by technology.

Take artificial intelligence for example. Al is core to our own business, which is the automation of
sustainability analysis for investors. Since we know a fair bit about Al, we like to keep tabs on how it is playing
a role across multiple sustainabilitialenges in different industries. McKinsey has done some important
groundwork on this, concluding that Al can halfeviae the environmental and societal challenges under all

17 of the UN Sustainable Development Goals

Our own research has identified over 15 domains in which Al is already making deep inroads into climate
footprint. For example, in agriculture, you caseuAl to improve crop yields Iyonitoring and managing land,
water and inputsInrenewable energypredictive Al systems are transforming both the supply side (weather
patterns), and demand side (consumption patterns). Within the transportation sector, supply chain logistics
are being trasformed bypredictive analytics for demand, optimisation of routing, and production planning

We ran our CognitivRobots on this topic, and we found that, leaving

aside the countless startups in the space, there are 3,350 listed 3 350

companies that are applying Al to solving climate change. These @4

companies that could make their way into any investment portfoli t:;e;anies This §

the positive side of ESG, finding and backing the great companief@g:Llel; : that

Oly 42t 38 2dzNJ LX I ySG Q& LINRof S are applying KT VA= RSN -
AI to solve

To put this in context, figures from BCG show that Al technologis Climate K

reduce GHG emissions by between 2.6 and 5.3 gigatons of CO2 which

is 510% of the overall Paris target Change

Or another way of putting it: always include the techies in the
discussions about how to save the pban


https://www.mckinsey.com/featured-insights/artificial-intelligence/applying-artificial-intelligence-for-social-good
https://www.mckinsey.com/featured-insights/artificial-intelligence/applying-artificial-intelligence-for-social-good
https://www.weforum.org/agenda/2021/01/ai-agriculture-water-irrigation-farming/
https://www.weforum.org/agenda/2021/01/ai-agriculture-water-irrigation-farming/
https://www.ey.com/en_uk/power-utilities/why-artificial-intelligence-is-a-game-changer-for-renewable-energy
https://www.mckinsey.com/industries/metals-and-mining/our-insights/succeeding-in-the-ai-supply-chain-revolution
https://www.bcg.com/en-gb/publications/2021/ai-to-reduce-carbon-emissions
https://www.bcg.com/en-gb/publications/2021/ai-to-reduce-carbon-emissions
https://www.bcg.com/en-gb/publications/2021/ai-to-reduce-carbon-emissions

The elephant manure in the room

Whenever governments or investors or corporations get together at big climate conferences, all the
participants are constantly holding their noses at the pile of steaming elephant manure plonked right there on
the stage in front of them. And that steaming pile takes the form of climate targets.

Because we are not going to hit 1.5c. Or probably not even 2c. The IPCC let the cat out of the bag in August
with its latest repor® ¢ KS Of dz8§ Aa Ay GKS GAGES a/ftAYIFGS OKFy3:
case does not look good.

The water cycle is intensifying, affecting rainfall patterns and causing flooding. Sea levels will rise for the next
century, damaging coastal areas. The permafrost is thawing; in Siberia we actually got a sneak peak this year
that the methane time bomb could be realhere will be frequent marine heatwaves, and cities will suffer

even more extreme heatwaves, since urban areas are usually warmer than elsewhere.

So our akeaway is that there needs to be much more discussion about how we prepare ourselves or a
century of extremities.

Will governments step up? They will certainly reiterate the drive towards 1.5¢c at COP26 and make grand
announcements of new money. Consumsetnlikely to meaningfully change behavioiihe business sector
on the other hand has to act meaningfully, because it is incentivised to do so.

Climate resilience is going to be existentarl corporations, says the World Economic Forum. We think that
every company on the planet, no matter how bigsmnall, will need to have a plan for how it is going to cope
with climate extremities. Not just by 2050, but by 2025 and 2030.

And itshould be a great business opportunity too



https://www.ipcc.ch/2021/08/09/ar6-wg1-20210809-pr/
https://futurism.com/the-byte/scientists-warn-methane-time-bomb-siberia
https://news.climate.columbia.edu/2020/12/16/buying-stuff-drives-climate-change/
https://www.weforum.org/agenda/2020/01/climate-resilience-is-set-to-make-or-break-businesses/
https://www.mckinsey.com/business-functions/sustainability/our-insights/how-companies-capture-the-value-of-sustainability-survey-findings

The Spectrum of Capita

¢ KS W& LIS Ol NYzvay éf fapfirg & lirdad r@hgelofiriskiretuén strategies in sustainable and

social impact investing, from investing for maximum profitte®b f f SR W02y OSaathe2 y I NB Q |
option that financial return can be traded off for social return.15 The eapiginvestment objectives goes to

the heart of the challenge in formulating a tight definition of social impact investing, and to the confusion

among some investors about the level of financial risk involved.

Certainly, in earhstage social impact invesg, as in earhgtage conventional investing, there is a higher level
of risk, and the maturity of an investment will often be a factor in weighing financial against social returns.

With increasing and sustained interest, the foundations of the sociahdmipvestment market are starting to

fall into place, with more products, rising demand and increased engagement from government and financial
industry bodies.

cQ

Positive Impact
investing

Seekinginvestment return
Avoidingharm

Traditional
investing

Ethical

screening Philanthropy

Contributing to solutions

Adaptedrom:The Bridges Spectrum of Capital ,Bridges-undvlanagemen{2013andthelmpactManagemenProject.Taken
from EQ Investment Impact report 2021



Different approachesAvoid, Support, Engage

Having identified the key environmental, sustainability and governance issues that are of concern to a client, the
suggested next step is to work out thest approach to responsible investment that will best suit the need of the
client. We break these down into three main approaches.

Three main approaches

In addition to covering a diverse range of issues different funds or fund management hougaeduct providers
SYLX 28 RAFTFSNBY(H I LILINRI OKSa 2N rdpactdelinvéstortbasaskandior tdrgety  { 2
markets.

The following is a breakdown of the main types of sustainable investment approaches as ddsanilaekieting
material. Many funds combine dhree approaches (support, avoid and engag#)ers only one or two. Product
provider literatureshould make it clear which of the three approaclagply to which of its products or funds. This
information should be clearlyt S G 2 dzii A yharKeting dhaBegah R S N &

Avoidance or negative screening

The most commonly recognised formregponsible investment is avoidance or negaseeeening.

w CKAA FLILINEBIOK Ay ¢oihddsBias that@@nbtRnkef tAeoddR Y LI Y A S& =
environmental or ethical standards by whitte fund is run.

w az2al FTdzyRasz T2 NJ Shacco, alifoldbor agndaments pfclictioh. y 3Sa G Ay

w ¢KS RSINBS (2 pakiculd kehavigur i gvdiodziniapary @bt to fund (e.g. allow 3%,
5% or 10% dfurnover) and may or may not follow thetances outlined by research agencie®tirer
commentators.

w /2YLI yASEa YIe 0SS AdughytdeR8din (6.¢ finghaidldeniSrnddg makifkgDr selling
pornographicmaterial), or by virtue of the way they dbings (poor relations with suppliers employees,

pollution related convictionsyffensive advertising). Although there islagree of commonality, different funds will
consider different issues and @mdecompanies in accordance with their oygolicies.

w ¢CKSNB Aa y2 &aAy3isSe ApprpadiesSniay varly hStwbkR V@i RNA O f Ry & y i A QX
concern about gjiven issue. Howevewhere there is a widpublic consensuabout an issue, thepproach
adopted by different funds may beery similar.

w 9EOfdzaA2y ONA G SN lor piok2tgrbviierdafid shadid reflec Héttk: Ruindistrun hdzy” R
practice, in particular stocgelection.

Support or positive screéing

An often less visible approach is positive screening, which seeks to invest in those companies with a commitment
to responsible business practices, positive products and/or services. Many of the issues here are in common with
the above points, but lmadly¢

w ¢CKAA FLILINBIFOK OFYy YIYyAFTSald AGaStF Ay | ydzYoSNI 27
w CdzyRa YlIe& gl yid (2 adzZJJ2 NI -forxanpleeduéational riateals, s8ctyt  LJ2
products, products for the renewable energy sector or products that are essastiaksities of life such as food,
clothing,electricity, water or housing.

w CdzyRa Yl & Tl @2dNJ O2YLIyASa 6A0GK LRaArAiAosS LRt AOASAE
actually does) such as good equal opportunities, supply chain managgpsmvironmental management

practices or community involvement and charitable giving.

w ! LIINRLFOKSa YR GKSANI AYLI OG 2y &aiG201 asStSOGAazy G N
GKSNBE | FdzyR YAIK(G YI 22shyt@the excluslai dlall Atiigsor lexdinplie laJfudd AhatA @S Q
focuses on environmental technology.

I
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Engagement, dialogue and shareholder activism

Historically there has always been a degree of dialogue between sustainable/ethical funds and inve gieiemm
However, the activity levels have increased substantially over recent years, to the extent that it is now offered as a
Waldl yRIFf2ySQ LINPRdAzOG o6& a2YS LINPOARSNAR FyR FdzyR Yl ylI
w 9y 3IIF3IASYSyd YIre 6S aSLI NI GS inagyapply tdkcieghedagdYidssreehed A 2 Yy 6
funds.

w 9y 3IAFL3ASYSyd YlFe X e FONR&A | LINRBRAzOG LINBGARSNDAa S
apply automatically, no matter what fund is purchased from that company.

w 9y 3IAF3IASYSyYyld Syidl Af &e auackskidas Alihear to &ncaudade muarsbondbleiuginess K | NJ
standards.

w 9y3FL3ASYSyild 2yfteée FdzyRa Yl & y2a4 lftglea 6S o0NIyRSR 2
w Ly AyaidlryO0Sa ¢KSNB | FdzyR YIyl3ISNI Aa Ozereéquityi SR G2
assets, they may not specifically highlight this for all their retail funds under management.

w b2NX¥Iffe GKAa Aa OF NNASR 2dzii cafélybecaukeSfyheréiaSmesS A a |
business benefit a company would not colyn

w 9y 3IF3IASYSyld AlGasStFT R2Sa y20 y2N¥Ffte FfGSN ati201 4&aS8
gentle persuasion. This is often conducted away from the public eye, although voting at AGMs and EGMs, and in
extreme cases usingthéSRA I (12 WaKFIYSQ | O2YLIl ye Aa 06S0O02YAy3a AyC
w 9y 3IIFIASYSYyld A& feduidyholdinhsPolit SomatideslappieRtd Bondy dhg/property

investments.

w S5AFTFSNBY(G Fdzy R YIFyYylI3ISNER Sy3l3S 2rgllydRd FFSNBY G A &adzsSa
sometimes in collaboration with other fund managers (e.g. through the Institutional Investors Group on Climate
Change; see www.iigcc.org).

w ¢CKS AaadzSa O2@8eNIBR thinSgMme scieéningiSuEsaB@etissues include: clitaa

changejaccess to essential medicines; inappropriexecutive remuneration; labowstandardsand bribery and

corruption.

w 9y 3IAL3ASYSYyld A& AyOnN&doawnddt e o0SAy3d R2LIISR o8&

Approaches in practice

Many screened funds combine all thrapproaches (support, avoid and engage), otharly one or two. An
engagement only fund widpply the third approach only. Different providessll commit different levels of
resources to thesareas and have different views on their respecieels ofimportance.

Generally, the issues within screened ethieaponsiblefunds are fairly static, because funds have tlegiisting

client base to keep happy. Howevenme policies may change over time as the forahager seeks to stay up to

date with whatis happening in the world e.g. new policies nfay S 06 SSy RS@St 2LJSR Ay NBf
funds will have removed any screens relatingpartheid in South Africa. Engagem@nbgrammes tend to be

more fluid, changing assues in the news and of cara to fundmanagers change. An engagement only fund

should not therefore be sold on the basisesfgagement on a particular issue unless the forahager has agreed

to continue thatengagement on an ongoing basis.

Further information on the applicationfecreening and engagement should be availdtden the product
providers website or fromesearch providers including EIRMvw.EIRiS.org) and Ethical Screening Ltd
(www.ethicalscreening.co.Qland also MSCh{vw.msci.con) and Sustainalyticsv{vw.sustainalytics.coin sites



http://www.ethicalscreening.co.uk/
http://www.msci.com/
http://www.sustainalytics.com/
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BLACKFINCH

ASSET MANAGEMENT

Using positive screening to drive financial returns and reduce risk By Kathemt Sarg

At Blackfinch Asset Management we believe environmental, social and governance (ESG) factors are core to the
future success of any business, and that investing in companies aligned with ESG principles can lead to superior
returns. We see a positive gelation between companies focused on improving their ESG factors and share
price growth.

Our aim is to invest in funds that either have a focus on improving sustainability issues, or businesses with
strong metrics relating to ESG criteria. @urus on ESG factors is core to our investment process and integral
to how we work. We apply these principles to every portfolio we manage.

Positive Screening Approach

As stewards of capital, we have a pivotal role in ensuring that the companies we iimagstanswerable to

ESG concerns. Our positive screening process makes it possible to unearth and support-tfuinkarg
companies, and invest in them via responsible fund managers who actively engage and monitor their ESG
targets. We strongly feel funchanagers should exercise their power as shareholders to shape the direction of
investee companies, and to positively impact the way such businesses are run.

Finding hidden gems through positive screening

Negatively screening sectors out of portfolios cagan that clients miss holding some hidden gems in their
portfolios. What we mean by this is, an ethical portfolio will likely screen out sectors such as, but not limited to,
Alcohol, Oil & Gas and Adult Entertainment, but there are companies considetss within these sectors

with significant Environmental and Social benefits that clients could be missing out on.

Hidden Gemg Case studies

Kweichow Moutai (Industry: Alcohol Sector)

Y6SAOK2g az2dzil A Aa 2y S aldholickévefdgenianufattuddisSitpiddutddzhiglyO f &
desirable liquor that is deeply embedded in Chinese culture, often being served at state banquets and presented
as diplomatic gifts. The liquor is very expensive and is enjoyed only in moderationjustifcation of the high
LINAOS LRAYG Aa&a (GKS fAljdz2NRAE& dzyAljdzS GFaidSy 6KAOK A2
to the distillery.

Ly 2NRSNJ (2 YFIAyldlrAy AdQa O2yaraidSyilft &of Kuarboker theli | y R
years installing and maintaining water purification and filtration systems further upstream. This has not only
maintained the production standards but has also resulted in significant environmental and social benefits that
are often overloked by ESG funds that screen out the alcoholic beverage sector.

Marine life has notably benefitted from the cleaner water alongside the broader positive environmental
impacts of cleaner water which is free from plastic and chemical pollution. On thal sabe, the towns and

villages located downstream from the distillery are also key beneficiaries of the cleaner river water which would
y2iG 06S GKSNB AT Al oSNByQi FT2N) GKS Ay@SaidyYSyid FTNRY
Orsted (Industry: Renewable Energy)

Formerly knowras Danish Oil & Natural Gas (DONG) the energy company historically made most of its money
from fossil fuels (85% from coal). In 2009, it embarked on a major strategic shift to pivot toward renewable
energy.



Following aggressive investment, in 2019 th&rdall y& o6 SOF'YS (GKS ¢2NI RQa f I NBS
energy. The company hit its renewable energy target 21 years ahead of schedule and as a result the share price
was rewarded with a return of more than 300% since listing in 2016.

Historically, negtively screened portfolios would have missed this company and whilst Orsted is found in many
ESG portfolios today, clients would have missed out on the growth and returns seen over recent years in a
negatively screened portfolio.

Vodafone and other mobilgphone providers (Industry: Telecommunications)

Negatively screened portfolios would screen out companies associated with pornography and/or adult
entertainment which would include many telecommunication and network companies such as Vodafone. Using
Vodafame as an example, around 5% of their revenue is generated from the distribution of adult content.

However, Vodafone and many other mobile phone network providers have a significant part to play in social
mobility and the advancement of global communicatiéor example.

1 Mobile phone networks were vital for connecting loved ones and those in hospital during the Covid
pandemic

1 The global 5G network is fundamental to advancing communications

1 Mobile phone companies are crucial for the roll out of communicetion developed and developing
nations

1 Companies such as Vodafone are instrumental in helping people in developing nations access online
services such as bank accounts
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Al ESG research methodology by Emarviattolomei of SEVVA

An important trend that is emerging in the adviser market is the increasing use of artificial intelligence to conduct ESG
screening. The data required to perform ESG analysis is typically found within corporate disclosures, edrnings ca
transcripts and news articles, and other media. This information is often highly qualitative, and is typically in text or
narrative format. In recent years there has been an explosion in corporate narrative reporting requirements. The law

firm Norton Raee Fulbright has identifie@8 separate narrative reporting initiatives across multiple ESG catequitles

which companies have to comply. The exponential growth in ESG data makes it impossible for teams of human analysts
to read and process all the required information across the global investable universe. Businesses which do not use Al to
undertake sutainability analysis will likely face an existential threat in the next five years.

One example of an Al technology company active in the ESG Rating Space is All Street Research. All Street has developec
an Al platform called Sevvanfw.sewaiad @ ¢ KS adeadSYy Aa LRoSNBR 08 W 23IyAGAQD
the millions of disclosures produced by public companies, and retrieve thousands of ESG data points. The company
provides fund and company ESG rasiig asset managers based on the UN SDGs, and has now launched an adviser ESG
screening app within Sevva.

The benefit of using Al rather than human analysts is that whilst most ESG providers cover between 1,000 and 10,000
stocks, All Street covers the tine global investable universe of 70,000 companies, together with tens of thousands of
funds. It also covers private markets, and can rate alternative products such as VCTs and EIS funds.

For advisers, this means the ESG screening process can discgstuampped investment opportunities from an ESG
perspective, not only in conventional large cap active and passive funds, but also in the small cap, private markets and
emerging markets space which few if any ESG providers cover.

The ESG questionnainsed by Sevva for IFAs is comprehensive and covers both negative and positive screens as well as
corporate governance factors. The negative screening in Sevva covers the full universe of ethical screens required by
advisers (see Table [ ]). For the pigtscreen (see Tables [] and [ ]), Sevva adopts the UN SDG framework. The 17 SDGs
are supplemented by 8 additional Corporate Governance factors which All Street has identified as providing a necessary
foundation for successful integration of the SDGs icirporate strategy. The system also provides the option for the

Of ASyld G2 W208SNNARSQ KA& 2NJ KSNJ I @SNEBAZ2Y G2 | LilaklaAOdz |
also met.

All Street selected the SDGs because they asg #aunderstand, they are an accepted framework for corporate
reporting, and they all feed directly into the battle against climate change. All of these factors make them a strong
candidate for broad adoption by advisers.

The SDGs are emerging as therfeavork of choice by which corporations can implement their sustainability strategy.
(SOl Qa [/ 23a3yAGABS w20620Ga OFy LAO| dzLd O2YLI ye& RIEGlE LAY
O2YLI ye AiaStF R2S5ayQi Accordintpitofddtafiron Al ISRebLIA0,0R dRitSDNhe TKOB0 { 5D & @
publicly listed companies are addressing the SDGs.

Last but not least, the SDGs arguably represent the most integrated approach to combating climate change, which is our
LX I ySGQa oge TEry doinpréhé&nbide feSearch undertaken by the IPCQuindtsrecent Global Warming

Report All Street demonstrates that each of the SDGs carireetty linked to a quantifiable impact in fighting climate
change. This is something all investors should care about, and advisers should have the tools to help address their
concerns in a holistic and systematic way.



https://bit.ly/2YA82FT
http://www.sevvai.ai/
https://www.ipcc.ch/site/assets/uploads/sites/2/2019/06/SR15_Full_Report_High_Res.pdf
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ESG Questionnaire for IFAs used by Sevva

Negative Screening

Ethical Screening Questionnaire

H H .84 Gkl GQa |, Sa GKI GdQa | Onlyasmall minority Exclude completely
Do you feel co.m.fortable W|th your investment tnsiority of the (<10%) (%)
portfolio containing companies that: positive screening

factors are satisfied

Produce alcohol

Sell Alcohol

Engage in animal testing within the medical and pharmaceutical
industries

Engage in animal testing within the cosmetics industry

Provide gambling to end consumers

Provide services to gambling companies

Are involved in intensive farming

Are meat producers or processors

Sell meat to consumers

Produce or sell military products or armaments

Producepornography

Sell pornography

Produce tobacco

Sell tobacco

Positive ScreeningStrong Corporate Governance

Corporate Governance Questionnaire

Should your investment portfolio contain holdings which hay Not applicable [ Somewhat Very much Always (100%)
. . . 0, 0,
the following corporate governance practices in place? (>50%) (>75%)

Effective board policies

Commitment to strong customer relations

Executive compensation policies

Commitment to developing humarapital

Commitment to key stakeholders

Risk management

Management of supply chain

Commitment to transparency and disclosure




Positive ScreeningSDGs

UN Sustainable Development Goals Questionnaire

Should yourinvestment portfolio help address the
following key issues?

Not applicable
(0%)

Somewhat
(50%)

Very much
(75%)

Always (100%)

Poverty

Hunger

Good Health and Wellbeing

Quality Education

Gender Equality

Clean Water an&anitation

Affordable and Clean Energy

Decent Working Conditions and Economic Growth

Industry, Innovation and Infrastructure

Inequality

Sustainable Cities and Communities

Responsible Production and Consumption

Climate Action

Preservation of life below water

Preservation of life on land

Promotion of peace, justice and strong institutions

Partnerships with other organisations to promote the UN SDGs

To get access to the Sevva ESG screener:
Contact All Street

via email at: all@allstreet.org; or

sign up at https://www.sevva.ai/contact

Emanuela Vartolomei

Founder and CEO All Street Research Ltd
M +44(0)7531 845229
All Street | We build Cognitive Robots | _https://sevva.ai
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Risk& Performance Issues

Whilst risk and performance issues shouldcaeefully considered with the client, as with ialVestment decisions,
there is now a wide rangef responsible investment options, includisgreened ethical funds and unscreened
WSy 3 3SYSy il 2yfte difizeRdiéntneddsd At ofS G2 adzi

Historically some advisers have had conceinsut the performance ofustainablefesponsiblénvestments
relative to conventional funds. Thigas resulted from fears about the impactdlS RdzOA Yy 3 | FTdzy R Y I yI
investment universdy excluding certain companies or industrieeough screening.

Firstly, advisers should be aware that ferformance issues facreened anéngagement only funds are quite
different asfunds adopting an engagement only approack unlikely to make exclusions purely BBGrounds.
Secondly, with reference to screen&hds, there are novmanyscreened ethicatesponsiblgunds awailable,
including trackers funds, some which have more than two decadesdrformance history. In additigmesearch
from sources such as the Investment Managemassociation, has indicated that ethical aswktainable
investment funds haveerformedmore or less on a par with their nonethieuivalents.

Below, we outline the performance and risisues in more detail for both screened amtjagement funds
separately. We hope thimformation will serve as useful guidance.

Screened funds

Although some similarities exist within screenedponsible investment funds, for examplempensity to follow
a growth bias, an advis@rould be well advised to view with a degreesgepticism any attempt to generalise
about theperformance of respornble investment fundgiven a wide range of approaches gretformance exists.

It is our view that a fund should be consideredindividual merit and that it is more theombination of industry
trends and fund manageskill that will dictate performance as with otherinvestments.

Another area cited by some as a reasondimmissing screened funds, is different sest@ightings relative to
mainstream benchmark¥.et screened funds are no different from ottaatively managed funds in this respect
(extremeindex huggers excluded). The degree to whigadicular responsible investment approach \kiive a
beneficial or a detrimental impact gerformance will primarily lie with the skill of tHend manager and their
team-and in particulatheir stodk selection skills.

Screening and Active Fund Management

The Usual Story

The conventional view is that ethical aresponsiblanvestment funds typically lead sub-standard returns. The
theory goes somethintike this:

WL T | Fdzy Rinvéstm@&nt univelsls, ReizrpIR by excluding or being underweighparticular sectors,

this will inevitably lead talzy RS NLIS NF 2 NX | y OS 4IKB3 I drKSd S¢ ASD G 12IN&E2 | NGO N&
andthus portfolio risk. Consequentlyesponsiblanvestment is a flawed investment approach with foundation

in mainstream portfolicconstruction disciplines. This suggesisponsible investment is only for the

ethicalNB & LJ2 yhéestar &n8 @l forever be a niche investmefit NJ] S ¢ KSOKN QWY RPYaa@NBR O
to ignore unlesshey have ethical investors &f A Sy (i & ®Q

These arguments may be backed up by fpadormance tables which show a basketettfical orresponsible
investment fundsvhich have underperformed a given benchmarksector average. Howeveenticing these
arguments may appear, there is normally anotkerdy available which shows the opposite tothee.
Performance tables can equally be usedhow that responsible investment funds gooduce returns in line with
mainstream funds oa given benchmark. But this misses the point.



Active Fund Management

The key issue to concentrate on is active famahagement. If an investor objects tesponsibleénvestment on the
grounds that it is synonymousith screening, and they assume that removamnpanies from an investment
choice leads tainderperformance, then it is active funmanagement that they are really objecting to, not
responsiblenvestment. All active managessreen out stocks for a variety d reasons; asthis is the nature of
active management. Marketwre generally efficient, but it is possible to deradditional performance from taking
active markebets, which is why investors pay more for activan passive management. All screenedds dois

to exclude, or favour, stocks based on Idagn environmental, social, ethical and corporgievernance concerns
¢ thereby reducing theisks, or maximising the benefitdssocted withthese areas. This leaves a fund manager
with agroup of sbcks from which he can select liiwestments, and to which he can apphainstream portfolio
construction techniquesyhich is exactly what most screened fuménagers do.

Not a different Asset Class

Some commentators mistakenly view responsibl@stnent as a different asset class. This viesjlst attractive
for its simplicity, is alsmisleading as there are almost as many differgpproaches to ethical funds as there are
mainstream funds. Ethical funds invest in differasset types and offer dérent screening and/oengagement
approaches. Any attempt to tredlhem as a homogenous group is misguidedhad strategies are too diverse to
be comparableWhilst they may differ from their mainstreanounterparts these differences are lemgbstantial
than the differences between ethidaésponsibleunds. This is of course intentional, @®viders ofresponsible
funds aim to offer productthat meet the needs of the widest possible rargfanvestors.

Like any other active investmenianagement approach, success or failalepends upon the ability of the fund
YIEYylF3SNE GKS | OOdeNd, dhé thexd@pth iarfd Sreadtly désbucasipQe fund management
houseoverall.

The long term view

The big advantage thaesponsiblenvestmentpotentially provides (particularly if supported by erperienced
team that is able to quantify thealuation impacts of longerm socialenvironmental and corporate governance
concerns) is a longeerm viewof trends thathave typically been ignored by analyst€ampany valuations:
Climate Change, Humdights and Brand Value for example. In addjtemmporate governance is often integrated.
Whencorporate collapses such as Parmalat, EnvdarldCom and Abld can have such a bggonomic impact,

any additional informatiorabout the governance of the firm and #épproach and management efivironmental
sustainability and governandssues could providimvaluable insight.

The perception of risk

Screenedquity responsible funds will tend twold a larger proportion of shares in smallnt@dium size
companies and a smaller proportigmlarger companies than their n@ustainablesquity equivalents because the
larger a company is thmore likely it is tdoreach screening criteria. Thian make them perform differently from
other funds. Although tracking error is likely to increaddeast one EIRIS study has shown tiegponsible
investment funds may have loweolatility.

In Conclusion
As with all eqity funds, investment carries riskShort term investment is normally regardedwasdesirable and,
investing for the medium to lontgrm is a preferred approach. In practice, over theger term performance is

primarily a function ofund management skj asset allocation, stodelection and risk control just like any other
fund. Howevert this is substantially different from sayitigat investing responsibly leads to poserformance.

What to ask screened fund managers

Further information an advisenay like to enquir@bout from screenedesponsiblefund manager

w 2KFG aS8002NE unNBveighginlzelatizéoyautpyets? | £ £ &



Typicaly, this might include Defence, Oil ahs, Pharmaceutical and perhaps Finarg@gavices respectively due
to concerns abouarmaments manufacture, pollution aradimate change, animal testing and suppfart activities
that the fund aims to avoid. (Notealternatively someaesponsible funds haveexposure across almost all sectors
asstock$ NB LA O] SR 2y IJABaSadG 2F aSOd2NJ
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Typicallya response might be that they aim teplace key sectors or stocks with often undesearched smaller
or medium sizd companies which are likely to show simigrformance characteristicsor by looking forstocks
that are believed to be likely to givenger term out performance because of thpisitive attributes that may be
widelyunrecognised; such as emergingenw technologies. Some funds may hdwenefited from having avoided
some major

collapses.

w LT @2dz I NB dzy R Snihssdam Keiers iNJBrielcdpst@ciisowida yoe riadzgé any
disadvantage this miglgresent?

A response might state that ¢hmedium tolonger term impact has beerand may irfuture be- neutral as the
performance ofarger caps versus smaller caps tends t@ydical.

In addition:

w !'al F2N I fAaG 2 @ndeistndingiobtye dépth bf Rokegrihg anawZthichl ciitefia drey”
applied by the fundnanagers.

w / 2YyaARSNI (§KS NIt whichtieSundisislibStangally uridéneiglit @védvieRyt i gakigh
how important thisposition might be. Information regardirrglative sizes of eackector is published in the
Financial Timean on many online fund portals

w ! YAONBSYSR T dzyR arenits shavino measufablepgrarmani@pad ysithey do not
exclude companies asocial, environmental and/or ethical groundkone.

Further information on these issues is availabl@ublished fund fact sheets and investmdntlletins and through
independent research ansbftware providers.

Engagement Only approaches geiformance

The issue of a restricted investment universkess elevant for engagement only funds asgagement tends not
to effect stock selection aalter portfolio allocation decisions. Engagemestially takes place with the stocks that
are in thefund, rather than in advance of stock selectidising engagemenshareholders aim to behavike
responsible owners of companies, to lookihe longer term and encourage better busingsactices where it is
believed to be to the benefit

of all. An example of such a wivin situation isdemonstrated by Improved corpat@responsibility, supported by
investor engagement, may result in compagains such as resource management, improsgalitation, happier
employees, an ability tattract and retain quality staff.

Dialogue and engagement with a company alo helpnform fund manager opinions about thigirectors,
company strategy etg all of whichmay be considered when valuing the potentiabafompany. Indeed, sedlde
brokers atinvestment banks are increasingly researcHimyironmental, sustainability and ggrnanceconcerns to
enable integration into their company analysis.

Engagement may highlight potential future isst@gompanies to encourage them to build apibtect
shareholder value over the long term. Thjgroach may be employed by an occupatigpension fund looking for
growth over a30¢40-yeartime frame for exampleg a similar timescaléo many individuals investing for
retirement.

Whilst the longterm nature of the relationshipetweenresponsiblebusiness practices arghareholder value can
be complex; e.qg. somdssues may take many years to surface and itbeadifficult understanding their likely
impact on thebottom line- this should not be an excuse fiamd managers or financial advisers to ignore or
dismissESGoncerns.

Many morefund managers now havengagement policies linked to their equity furaisd exploring an
engagement only approach még more appropriate for some clients.



Risk considerations

Prior to making an investment decision, please consideotlosving risks:

Model Portfolios & MultAsset Funds invest in underlying funds that may have some or all of these risks present.

Capital Risk All capital invested is at risk. You may not get back some or all of your investment.

Counterparty risk The portfolios may have contractual agreements with counterparties. If a counterparty i
unable to fulfil their obligations, the sum that they owe to the portfolios may be lost in pé
in whole.

Credit risk: A decline in the financilikalth of an issuer could cause the value of the instruments it isg

such as equities or bonds, to fall or become worthless.

Currency risk

The portfolios may lose value as a result of movements in foreign exchange rates.

Derivatives risk

A derivativenay not perform as expected and may create losses greater than the cost o
derivative.

Derivatives risk
efficient portfolio
management and
investment purposes

Derivatives may be used to manage the portfolios efficiently. A derivative may notpasfo
expected, may create losses greater than the cost of the derivative and may result in lo
the portfolios. The portfolios may also materially invest in derivatives including using sh
selling and leverage techniques with the aim of makinguarre¥Vhen the value of an asset
changes, the value of a derivative based on that asset may change to a much greater €
This may result in greater losses than investing in the underlying asset.

Equity risk

Equity prices fluctuate daily, based on m&avgtors including general, economic, industry o
company news.

High yield bond risk

High yield bonds (normally lower rated or unrated) generally carry greater market, credi
liquidity risk.

Higher volatility risk

The price of the portfolios may belatile as it may take higher risks in search of higher
rewards

IBOR risk

The transition of the financial markets away from the use of interbank offered rates (IBC
alternative reference rates may impact the valuation of certain holdings and digrugity
in certain instruments. This may impact the investment performance of the portfolios.

Interest rate risk

The portfolios may lose value as a direct result of interest rate changes.

Investments in other
collective investment
schemes risk

The potfolios will invest mainly in other collective investment schemes.

Leverage risk

The portfolios use derivatives for leverage, which makes them more sensitive to certain
market or interest rate movements and may cause atzorrage volatility and risk afds.

Liquidity risk In difficult market conditions, the portfolios may not be able to sell a security for full valy
at all.
Market risk The value of investments can go up and down and an investor may not get back the an

initiallyinvested.

Money market &
deposit risk

A failure of a deposit institution or an issuer of a money market instrument could have g
negative impact on the performance of the portfolios.

Negative yields risk

If interest rates are very low or negative, thisyrhave a negative impact on the performan
of the portfolios.

Operational risk

Failures at service providers could lead to disruptions of fund operations or losses.

Performance risk

Investment objectives express an intended result but there is no geartrat such a result
will be achieved. Depending on market conditions and the resmynomic environment,
investment objectives may become more difficult to achieve.

Definitions provided by Schroders



Selecting Products and Providers

Provider issues: transparency and responsibility

For some clients considering the responsibility of the product provider will be just as importaatkasy at which
companies are held in a particular fugdf not more important.

For such clients, ises such as whether a fund or product provider engages with companies @mthiir

resources devoted to this) may be very important. They may also be interestedlidti®® R dzOG LINE @A RS NI
approach to corporate governance, corporate responsibilityaiing practices. Furthermore, they may like to

know whether a fund provider votes their shares at AGMs (Annual General Meetings) and EGMs (Extraordinary
General Meetings) or whether they publish how they voted on issues such as board structure, dpagtors
O2yOSNya GKIG FNB YF{Ay3 0KIFIG Y2yGKQa KSFRfAySao

The amount of information a company publishes on these subjects (and others) varies greétigrblis a trend

towards greater transparency and increasing activity across such areas. The boiwiityf as well as their

openness about what they do, or do not do, can be a useful indicator oflével of commitment to wider
responsiblenvestment related issues.

LYF2NXVIFGA2Y 2F GKAA 1AYR YI& 0S | Obslyfatcéssioh toatiBersifl O2 Y
available. Fund managers are encouraged to disclose information on their sustainable investment research
LINPOSaasSas NBalLRyaAaotS Ay@dSaldySyd ONRGSNALF |yR GKS 7

Sustainable investment ppducts & providers

A wide range of screened and unscreened equity funds are available tod@girinvestment sectors on a global
basis.

Unscreened funds with a sustainable investment bias include options offered by product pravitfeasrossthe-
boardengagement strategies (although engagement is primarily equity orientated) and may cover all equity based
investment sectors.

azal 2F GUKSaS TdzyRa FINBX | @At ofS & L{lownforathrtR a2YS
LJ- NJiifé &hé gensions platforms.



Case studyg how to Pick an Asset Manager by Olivia Bowen

With the huge numbers of funds available these days, it can be tricky to find an asset manager
partner you are happy to recommend to cliemtdut thankfully the days of there being just one
ethically screened Fixed Interest fund are well behind us!

We ae lucky enough to have an-house Discretionary Management team at Castlefield, but no
matter who is doing the research, there are some key areas to consider:

U Offers more than one ethical fungif Saa f A StAea Y2z o6S ad21Sy

U Engagement with the compani@swhich they invest and the promotion of this work on their
websiteci KA &4 A& Ffaz2 OFffSR a{0SéF NRAKALE | yR

U Management teams where the ESG Analysts are an integral part of the investment
management team andot a separate department

U Are they Signatories to the Stewardship Code 2021? Many asset managers applied for this,
but not all qualified, as the standards are higktps://www.castlefield.com/news
media/companynews/castlefieldachieveshigheststandardbecominguk-stewardshipcode
signatories/

U Are they a Living Wage employer? And if so, does this extendipames they sulzontract
to, such as cleaners and caterers?

U 2KIFI0iQa UGUKSANI odzAaAyS&aa aiadNHzZOOGdzZNBK ' NE GKSe@ ¢

U Do they have Carbon Literacy accreditation?

U Are they signatories to the Principles for Responsible Investment suppoytdteldJnited
Nations (UN PRI)? Althoutfiis is easier for larger organisatioggt 2 AY A 0a&aSft ¥ A a\
enough to prove true commitment.

U Are they signatories to the Women in Finance charter, or other similar diversity initiatives?

U Do they publista list of what companies their funds invest in, over and above the top ten
holdings?

0 Funds with some performance track recayie. those that were doing this before it became
trendy!

APFSXharteredFinancialPlanne
Partner,FinancialAdvice
Coowner
CastlefieldAdvisoryPartnersLtd

T:01612334550
M: 07887586523
E:Olivia.Bowen@castlefield.col
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GROWTH

ESQ EIS & VCT & IHT by Growthinvest

ESG has been a familiar acronym in the institutional investment world for many years and more recently it has entered

the vocabulary of the retail investor. As a result, it is entering the discussions an investor has with their finarsgal advi

Many retail investors think about ESG from the Environmental angle as news stories highlighting the impact of climate
change on our everyday lives are becoming a regular occurrence. The news and data points from COP 26, hosted in
Glasgow, will push the climat®NdA 4 A & @SNE YdzOK G2 GKS FTNRBYy:G 2F YAYRO® ¢ K
associate with the environmental angle rather than the Social or Governance, though the Covid pandemic has raised

many social questions. This highlights how brtsedterm ESG is, and advisers now are mandated to discuss ESG
preferences and risk tolerance with their clients. All of this helps fuel the appetite for ESG investment products from

retail investors. The good news is that the supply is there from fundhigners and we, as a platform, are seeing a steady
increase in offering particularly in the tax efficient space.

Since inception VCT and EIS funds have raised £9.3bn and almost £24bn respectively. VCT funds raised will very likely
exceed £10bn after theurrent tax year as appetite for the products remains high. Whilst there are few dedicated ESG
FdzyRa Ay SIFOK ¢NIFLIISN deLlsSs RAT + fAGGfS RSSLISNI YR @20
wSallRyaAirof Sz 9{ D 2 Nded iht he@stdrs havy @ ShaodelbghieerRpdstive fir@ricial returns or

making a positive impact, both are achievable and in fact companies demonstrating strong ESG credentials can access
OKSI LISNI F2N¥a 2F FdzyRAy3a (KIly (K2a$S GKIFd R2yQio

The difficulty for advisers and investors historically has been finding relevant funds as there is no one size fits all
framework available in the private markets, to help rate the funds on their ESG credentials. Third parties like MSCI and
Sustainalytis provide good coverage of listed markets but currently no one provider has a grip on the private markets,
and more importantly, the tax efficient market. There is a big opportunity for a research house to own the space and
drive a framework that can bedapted across the different tax wrappers, and we are aware of a couple that are making
good progress in this space.

{2 Ay 0aSyO0S 2F | FTNIYSg2N)] OdNNByitesxs gKIG OFy | ROASZ
each has approached ¢lESG opportunity.

EIS

2SS OdzNNByidte KFISGS | KFIyRFdzZ 2F aR2Sa oKFdG Ald alea 2y GF

investing into. Established managers like Triple Point have an Impact EIS fund which maximises financigireetgins

social impact and Vala launched their Sustainable Growth fund late last year aiming to invest in companies making a
LR2AAGAGS O2yNROdziA2Yy (2 GKS ¢2NIXIRQa adadlAylroArAtAiide OKL
to the market, OnePlanetCapital, arrived with a strong message in their Sustainability EIS Fund, targeting investments
that tackle CO2 emissions as well as companies with an environmental impact. Boundary Capital had their Impact Life
fund which became the firgnd to date only approved impact fund in the EIS space. They utilise their own proprietary
methodology to filter out investments that will impact human lives globally, measured against environmental and social
ONRGSNAIF RSNAR ISR Feewelogmkrs Goalb. Same mfthe §odiz féckors yré apered by the life
sciences funds such as those managed by Deepbridge, Downing and o2h, while Mercia are heavily invested in this space.
Outside of these Ascension tackle the S in ESG with theiryFBiedign EIS fund which looks at lowering the poverty

premium, and Bethnall Green have their Tech for Good fund.

.dzil GKFGQa y2i0 GKS SyR 2F GKS ad2NeB Ay (GKS 9L{ aLl} OSsz :
4SS i KS N@eaatzhings béirg doneirfthe ESG space. One way for fund managers to show real commitment to

ESG is to sign up to the United Nations Principles for Responsible Investment (UNPRI) which require them to incorporate
the principles into their investment pctices and also to report on their activities. Becoming a signatory is a good

indicator for advisers and investors that the manager takes their ESG policy seriously. In the EIS space the following have
made the commitment, Blackfinch, Downing, DraperriEsporesight, Guinness, Octopus, Triple Point and Vala.

Investment manager Sapphire Partners are also signatories, and they preside over funds from Fuel Ventures, Love
Ventures, British Design Fund, British Robotics and Velocity to name ddéason &nding Partners align themselves

with the UNPRI and have an ESG taskforce guiding them on best approach with their investee companies.

Many of the fund managers themselves have specific ESG investment policies which they adhere to for all of the funds
they manage, whilst potentially not having a specific ESG labelled fund. Blackfinch are a good example, with very strong
ESG wording on their website and a downloadable ESG policy. Calculus Capital also list their ESG policies on the website
and MMC note irtheir prospectus that they invest in sustainable technology and the circular economy. Par Equity are



LI NI 2F GKS aGSSNAyYy3I INRdzL) F2NJ 9{ DY/ X |y AYyAGAFGAGBS oN
entrepreneurs the tools to progress their ESG journey. MMC, Draper Esprit, Mercia and Downing have all signed up
to use the ESG_VC measurement framework.

VCT

There are fewer ESG specific VCT products currently available to investors but as with EIS it can be easy to see which func
manages are taking extra steps to show their ESG credentials. Gresham House has its renewable energy VCTs and
Albion Capital, Amati, Gresham House, Downing, Draper Esprit, Foresight Group, Mobeus, Oakley Capital (Pembroke),
Octopus, Triple Point and Unicorreaall signatories to the UN PRI. Beringea (Proven VCTSs) is part of the steering group

of ESG_VC which, mentioned previously, has developed a vaeang ESG measurement framework asking early

stage companies to answer various measures against ESGwdged®uma Investments prominently display their ESG
principles on their website.

IHT

Inheritance tax products can either be investments into asset backed companies or AIM portfolios. We see some of the
Al'YS !'La ¥FdzyR YI yI 35S NhtediinkHe frevious Segtidn slich AsRindk,&Dowkihgd Bctopud &
Unicorn, whom are UNPRI Signatories, out in the market with IHT offerings. Of the asset backed portfolios, many are
structured for lending into solar and renewable energies

In conclusion whatlhof this shows is that there are a lot of ESG investment opportunities in the tax efficient space, it
just may take a little more delving past the fund name itself. The ecosystem is continually changing as more and more
fund managers wear their ESG ceatlals on their sleeves. It will likely become the norm that every tax efficient fund

GA0l1a Iy 9{D o02E Ay I ¥Sg &@SINBERQ GAYSI IyR (GKSy Al oAt
time though we expect to see the continuedwdtopment of an ESG framework and more ESG reporting requirements
F2NJ GKS FdzyR Yl ylF3aISNAED CKSNBEQa | FSINI2F INBSYysl aKAy3

and this will require advisers to apply a higher degree of due diligekcwy Ay @SaidAy3 GKSANI Of ASy
is definitely with the retail demand for ESG investment opportunities in the tax efficient space and we expect that it will
become more granular seeking out the E, the S or the G. But the good news is thatdoagers are responding to this

and as a platform we hope we can help advisers and their clients, and the funds navigate the ESG journey through clear
education and information.

Steve Dobson

Head of Investments

T:. 020 7655 6373 M: 07710 840011

4th Floor, 25 Copthall Avenue, London EC2R 7BP GROWTH

www.growthinvest.com
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FCA: Buildingtrust in sustainablenvestments

SpeecltbyRichardMonks Directorof Strategyat SRBervicesndPartners¥ D 2N2oRey? S Sijasel
discussion.

SpeakerRichardMonks,Directorof Strategy

Event:SRBervicesindPartners¥ D 2NoRey? S Spaskeldiscussion

Delivered:21October2020

Note: Thisisthe speechasdraftedandmaydiffer from the deliveredversion.NikhilRathi,CEOprovided
further updateson our sustainablefinancestrategyin his speed [1], Risingto the ClimateChallengeat the
GreenHorizonSummit,9 Novembef020.

Highlights

Sustainabilitfactorsareincreasinglynfluencingconsumerdecisionmaking.Consumershouldbeableto trustthe
productsthey are offered andrely onthemto perform asthey expect.

Weareundertakinga numberof initiativesthat will helpto addresshe concernss S Qidg@&ified,includingdomestic
andnternationalworkonA & a d#SchEu@sndongoingworkwith Governmenionimplementationof EU
regulations.

We havestarted to think about someprinciplesthat could help to guidethe assessmenof applicationsto authorise
sustainablénvestmentproducts.

Theother dayl cameacrossarecentScottishwWidowsreport whichquotedsomesurveystatisticsthat madefor
interestingeading:

1 8i1percentofthosesurveyedhoughtthat W gafl havearesponsibilitto makethe worldabetter LIt I O S Q
1 almosthalfwouldacceptslightlylowerreturnsto makeethicalchoices
1 morethan60%saidsustainabilitywasanimportantissueto them

Recentfund flows tell the samestory. Accordingto Morningstar [2], environmental,socialand governancg ESG)
productsaccounted for almost a third of European fund sales in the second quarter. We see the same trends across
business, iGovernmentandinsociety2 S QafiBeardthe callsfor moreresponsiblédusinessandadesireto W o dzA f R
backo S (i franshR pandemic.

Iwantto talkto youaboutthe work we are doingaroundsustainabldinance Wewantto helpfirmsandconsumers
createanunderstandablecomparableandtransparentmarketfor sustainabldinanceproducts.


https://www.fca.org.uk/news/speeches/green-horizon-summit-rising-climate-challenge
https://www.fca.org.uk/news/speeches/green-horizon-summit-rising-climate-challenge
https://www.fca.org.uk/news/speeches/green-horizon-summit-rising-climate-challenge
https://www.ft.com/content/27025f35-283f-4956-b6a0-0adbfd4c7a0e
https://www.ft.com/content/27025f35-283f-4956-b6a0-0adbfd4c7a0e
https://www.ft.com/content/27025f35-283f-4956-b6a0-0adbfd4c7a0e

This is about building a regulatory framework to achieve 2 things: we want to help firms deliver the reliably
sustainablanvestmentproductsthat consumers&ndinvestorswant,andwe wantto helpconsumersnakebetter
informedchoicesThisvasone of the prioritieswe setout in our paper [3] in October2019on climatechangeand
greenfinance.

Sustainablenvestmentstrategies

Asthisaudienceknowswell, awide varietyof sustainablénvestmentproductsareavailableo consumerghat
employarange2 ¥ &GN} 6S3IASad 'G 2yS SyR 2F GUKS aortSsz (GdKSNB
ESG performance. Thizxludeshighlypollutingcompaniesor companieshat R 2 yfréniitheir workersor suppliers

fairlyfor example Atthe other end therearestrategieghat directlytargetatangiblereakworld W A Y Lpper@aps) =
acceptinghe possibilityof lowerfinancialreturnsto do so.

L dc@dalthat consumeraunderstandthe sustainableproductsthey are offered andthe differencesbetweerthem.

The development of new products to meet evolving needs and preferences is a good example of innovation in the
interest ofconsumersThisissomethingwe firmly encourageButA {c@dalthat consumersinderstandhe
sustainableproductsthey areoffered andthe differencesbetweenthem. Particularlyasdemandcontinuesto grow

andnew productscometo market.

Asregulators we needto makesureconsumersantrusttheseproducts.Andthat isaboutgivingconsumerghe
rightinformation sothey canmakeinformeddecisions.

Todo this firms mustensuretheir communicationsare W O f fSirahtlot Y A & f S WRatwe R @ gegpéctto seeis
firms exaggeratingheir productsgreencredentials¢ K I WIDNB S y éahdinikldagsavastorsL Gkito talk
aboutsomeof themainissuesdentified in our work sofar andsomeof the actionsg S Qakifg.

Informing decisions:data and information

ThefirstthemeL @ki&to discusssdataandinformation.Itiswell understoodthat O 2 Y LI noi-fiane€al
disclosuresreoften incompleteanddifficult to compareacrosscompanies.

Itisnotthe C/ !rdledo dictate wherefirmsinvest.Butwe needto makesurethat firms describetheir strategieslearly
to consumersFirmsmust not makemisleadingclaimsabout the ESGredentialsof their products.

There has been some importaptogress. The most notable is the widespread voluntary adoption of the
recommendations dhe Taskforceon ClimaterelatedFinanciaDisclosurespr TCFDButsignificantgapsremainand
investors: NBygt@efitingthedecisiorusefulinformationthat they need.Andacrosshe industrythereisreliance
on ESGatings.Ratinggrovidersalsorelyon publicinformationsotheir outputsaresimilarlysubjectto datagaps.
Theyalsohaveverydifferent methodologiedeadingtowide variationin ESGatingsfor anygivencompany.

Forexample,Teslathe electriccarcompany,is rated as W K N3 yjore rating agencyc Sustainalytis[4] ¢ but
receivesan ¥ |g@defrom another ¢ MSCI5]. Of course,divergencein methodologiesh a iftiiently undesirable.
After all well-functioningnarketsrely ontradingbetweenactorswith differentviews.Butthere maybe a concernif
firmsuseratingsmechanistically.

Forexamplewithout adetailedunderstandingpfthe methodologieghe providersapplyandcarefulconsideratiorof
whether theyarefit for purpose.

2 K| in@product?

Second, producRSa A 3dy YR RA&AOf2adz2NES® hyS FAYRAYy3I Aa OGKFG a2
with their objectives, investment strategies, asset composition or exposures. Our concern is that including some
g2NRa AY namebisiRdldaediivecid 3 NS [ WXL W @fl X ElayicrSafeexpectationsamong
consumerghat arenot met. Folinstance aboutthe typesof holdingsthey mightsee.

TheFCArecogniseshe benefitsof internationally alignedapproachesWe therefore fully supporttheD 2 @3S Ny YSy (1 Q&
commitmentto promoting globallyconsistentstandardsandto strengthenthe | Y €d@tusasaglobal hub for sustainable
finance.

Itisnotthe C/ !rdledo dictatewherefirmsinvest.Butwe needto makesurethat firmsdescribeheir strategies
clearlyto consumersFirmsmustnot makemisleadingclaimsaboutthe ESGredentialsof their products.L (m@réh
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notingthat there canbe goodreasondor includinginvestmentsn asustainablénvestmentproductthat mightlook
Y g NIayfirst @ance Butthis mustbe clearlyexplainedto consumers.

Let me give an example. It may be reasonable for a transition product to invest in oil and gas stocks if these
companies argaking credible action to transition tdean energy. And, once invested, firms can influence
O2YLI yASaqQ O fthkowgh dctfe investdtdteiva&ddHipSsiestorinitiatives suchas ClimateAction1 00+[6],
for example,have successfullysecuregmissioncommitmentsfrom manycompanies.

To give an example, Rio Tinto, the global mining company, committed to exit from raog@hgublish a TCFD report,
and toundertakeanassetby-assereviewto setemissiongseductiontargets.AndNestle the food andbeverage
conglomeratehasseta net zeroemissionshy 2050target.

Measuringimpact

Thislinkscloselyto athird theme:ongoingperformancereporting.Reportingof ongoingfinancialperformanceis
well-establishedandconsistent Butmeasuremenbf performanceagainstnon-financialobjectivesis still evolving.

Trustis hardwon but easilylost.

Somesustainableénvestmentproductsdo not tracktheir performanceagainssustainabilitycharacteristicin away
that would be clearto aconsumer Andwhereproductsaretargetingrealworld sustainabilityimpacts somefirms
find it difficult to reliablyattribute a quantifiableW A Y Lt tigeii &2tions.

L dk&to highlightafew keyactionswe aretakingin responseo thesefindings.Thesearenot exhaustivebut
hopefullyprovideaflavour of our direction of travel.

First,g S QakiBgstepsto improvethe flow of dataandinformationinto the investmentprocessrom investee
companiesWerecently consulted to require premiwtisted issuers to make better disclosures about how climate
change affectstheid dza Ay SaadaSad® ¢KSAS RAAOf 2adzNBarecgdhiSeR (2 0SS | A
recommendations. We are currenttpnsideringeedbackto this consultation.Subjecto what we hearback,we

aimto publisha policystatementin the comingmonths.

Wearealsolookingat wider corporatereportingon sustainability Thisincludesco-chairingan |OSC@ustainability
Taskforcevorkstream. There are some promising industry initiatives in this area, which we hope will form the basis
for a commoninternationalnon-financialcorporatereporting standard.

Secondwe wantto improve¥ A Ndi@oQureso clientsandconsumeron howtheyare managingsustainability
factors.Thisis in both dedicatedESGocusedproducts,and acrosstheir wider investmentactivities. We are beginning
with climate and next yearwe will consulton TCFEaligneddisclosuresy assetmanagerslife insurersand contract
basedpensionproviders.We willdraw insights from an industry guide published in June byGlwmate Financial Risk
Forum, which we cehair with thePrudential Regulation Authority (PRA). The guide shares best practice on
disclosure, risk management, scenario analysisraraVation.lt isgroundedinthe ¢ / C Ee€@@mendations.

Third,asthe audiencewill beaware the EUispursuingseverabmbitiousregulatoryinitiativesunderthe Sustainable
Financdction Plan. Some of these initiatives will come into force after the Brexit Implementation Period. We
welcomethe UKD 2 GSNY O3y ¥ RaYSyild Ay GKS DNBSY CAylFyOS { iGN} (GS3:
F (0KS 9! Qtherefofelwgtking eldSelylwittiShe Government and other regulators on how to implement

KS 9! Qa LINE lmh&diateadeasaf jocusiafe Be SustaihableFinanceDisclosureRegulationand the

I Dakonomyfor sustainableactivities.The FCA recognises the benefitsrérnationally alignedpproaches. We
KSNBT2NB FdzZ f @ & dzindnd@niédt to préndtin® @obalyNepn¥iSeyiiEm Qaads and to
GNBYy3GKSY GKS | YQa &Gl (fdzncel & || It 20l f Kdzo F2NJ adzadl ;

A Cn © S N

We will actwherewe find firms are not upholdingthe standardswe expect.

Fourth, research. We are currently developing online consumer behaviour experiments @2egta dzY SNA Q dzy RS N.
andexpectationof keyESGerms.2 S @lsobetestinghowthe presentationandcontentof productinformation
mightinfluenced2 y 8 dzYy SNBE Q RSOAaA2yad 28 K2LIS (2 NHzy (KSesdts SELISN
next year. The resultwill helpinform whether additionalguidanceor rulesare needed.

And finally, an important defenceagainstpotential greenwashings to tackle misleadingclaimsas applicationsfor

new productsare submitted to us foauthorisation. Over the past 18 months, we have seen a significant increase in
applications for fundsith an ESGocus. Our rules set out that financialpromotionsand communicationswith
customersshouldbe clear,fair and notmisleading. This includes ndimancial objectives that a product is seeking to
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achievecd dzOK | & NI R dzO A yiddtpriint W& refiedzihids@adiegy hiveBtdy ddglimentationand model
portfolios of applicationsto ensurethat they meet this.

Andwe will requirechangeso the wayinformationis presentedto consumersf wel NBcgrRificed.
Buildingsomeguidingprinciples

Buildingonthis,we are consideringvhetherit would be helpfulto articulatea setof guidingprinciplesto helpfirms

withESGINE RdzOG RSaA3dy YR RA&AOf2adz2NBd ¢KA& O2dzZ R KSt L) G2
consumers ar@rotectedfrom potentialgreenwashingWe have5 areasfor potential principlesin mind.

Consistencyiv S&a &l 3Ay3 yR I LIINRI OK®d | LINPRdzOGQa 9{D ¥F20dza
reflectedconsistentlyin its objectivesjtsinvestmentstrategy,andits holdings . Thisisallaboutensuringhat a
productreallydoesio what it sayson the tin andmatchesO 2 Y & dz¥xpebitditions.

ALINE R &8Bocasshouldbe clearlyandfairly reflectedin its objectives Whereaproductclaimsto targetcertain
sustainabilitycharacteristicsor arealworld sustainabilitympact,its objectivesshouldsettheseout in aclearand
measurablevay.

ALINE R dpGuim@rdednvestmentstrategyshouldsetout clearlyhowits sustainabilityobjectiveswill be met. This
shouldnclude describing clearly any constraints on tineestible universe. This includes any screening criteria and
anticipatedLJ2 NI F2f A2 K2f RAy3Jad ¢KAa akKz2dAZ R faz2z AyOfdzRS GKE
manager will take iinvesteecompaniesarefailingto makethe desiredprogress.

The firm should report on an ongoing basis its performance against its sustainability objectives. This is about giving
consumerghe informationtheyneedto understandwhetherthe statedobjectiveshavebeenachievedn a
quantifiableandmeasurablevay.

Thefirm shouldassureESQlataquality,understandheir sourceandderivation,andarticulateclearlyandaccessibly
howit is used.Thisincludesthe use of ESGatingsin the investmentprocess.

Lookingahead,sustainableinvestingis surelyhere to stay. Thisis a fastmoving,evolvingand innovativespace.But
innovatiorO | yédnéat the expenseof underminingtrust in the sustainabldinancemarket. Trustis hardwon but
easilylost.

Weall haveaninterestin buildingandmaintainingtrust in this market.Wewill actwherewe find firmsarenot
upholdingthestandardswve expect.Andwe wantyouto tell uswhereyouhaveconcernssothat we canact.

By workingtogetherin the interestof consumersye canmakesurethis marketcontinuesto thrive.

Firstpublished 23/11/20?0 Lastupdated: 23/11/2020
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Governance Stewardshig; Royal Dutclshellplc- by Sarasin & Partners.

Over the past three years, Sarasin & Partners has led an investor engagement effort calling-faigpadsaccounts and
audits. In November 2020, working with IIGCC, a cleasfdatestor Expectations were published and sent to 36
companiedetailing steps investors expect from Audit Committee directors and auditors to deliverafigried
Accounts.

Investors are clear: theyeed to know whether and to what extent their capital is at risk.

Reliable accounts underpin good governance and trust in companies. There are few places where this is more important
than the oil and gas industry as it faces up to global decarbonis&iwreholders and creditors (and indeed staff,

suppliers, and the public) need to have visibility of the risks of asset-dwitens and rising liabilities. In addition,

prudent accounting is of utmost importance to prevent ogtatement, the misallocatioof capital, and the resulting

harm to our planet.

cC2tf2oAy3ad Sy3arasSySyida ¢AlGK walgnedaccoumts @&reviewed thdir Q220 FinarcidlR & S
Statements, and voted as set out in detail below.

' GKS !'Da KStR Ay alé& WwnumX ¢S @2G§SR F3AFLAyad GKS ! dzRA {
while abstaining on the reappointment of their auditor, EY.

You can read more about our rationale heVée believe that AGMs offer shareholders a powerful opportunity to effect

change by highlighting areas of concern.

2SS alSR (g2 ljdSadizya i (GBS | REENBYBYR22yRStR2 QEKSBHUHRRE
Question to Audit Committee Chair

Shell has stated in its Annual Report that its accounts are not drawn up using assumptions consistent with the Paris goals
because it does not see this as a likely scenario. Heweshareholders have a legitimate interest in understanding how

GKS 62NI RQa GNIyaAdGAzy 2yi2 | wnpn bSG %SNR LI GKgle O2c
because this is the pathway that Shell has committed to.

With the publi@tion of theL 9 !Sigeédial Report on a 2050 Net Zero pathwarydprojectionsof oil prices fallig to
$35/bbl in 2030 and $24/bbl by 2050, this visibility becomes even more urgent.

Could you comment on whether the Audit Committee will look again at whether its accounts should use flmwkangd
assumptions consistent with Paris, or at the very lgngilish the results of sensitivity analysis showing how a Paris
aligned pathway would impact its financial position in its next Financial Statements?

Question to EY

D

2SS 5St02YS 9, Qa RSGFAf SR NBALRY & Salighal D0ORSzylGIAD /Ay I KBS & AN
WSLE2NI® 2SS tA1S6AaS FLIINBOAFGSR (G4KS Of SI NJpathday A 2y G KI G
9,5 K26SOSNE AYRAOIFIGSR GKFG aAlG Aa ySAGKSNI LR daefent S y 2 N

consequences of such a scenario.

However, our Head of Stewardship, Natasha Lard#ls made three points:
1 Deloitte provided such commentary for BP this year.
1 EY does undertake stress testing on critical forwlaaking assumptions already, and it is unclear why a
scenario aligned with a net zero is not appropriate or possible.
1 CAylLftes Ay tA3IKEG 2F (GKS Lzt A Ol (séeBayo irRltiding doBmotitg ! Qa {
price trajectories. This would provide an external benchmark to support such stress testing.

Consequently, we would like to know whether EY will provide investors with the visibility they seek on the risks from a
2050 net zeo pathway next year?
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Response and vote result

In response to these questions, we heard that:
9 Parisalignment depends on all economic actors and governments delivering on their commitments, and these
actions so far have fallen short, meaning Shell cansetthis as a basis for drawing up its accounts.
It is vital that any forwardooking assumptions are supportable.
¢KS . 2FNR KIR y23G &8SiG NBOGASHSR GKS L9! Qa {LISOAlLf wS
commodity prices projected undeine 2050 Net Zero Emissions scenario can be used in their financials.
1 Both the Audit Committee and the auditor will continue to focus on this matter in 2021.
1 Noresponse was given on the question of Shell providing sensitivity analysis in the Ntgectmunts.

f
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wSadzZ Ga FTNRY (KS ! Da aK2¢gSR GKIG 2dzad 20SNI mop: @20Sa
GAGK Hoyp: @2G0S F3IALAyad GKS !'yydzZat wSLER2NI FyR ! 002dzy/i
stress testing for a future consistentwith LSRR SA LA GS G KA A 0SAy3 {itksPdrd t@fathod Big G NI §
t SGSt 2F dzyljdzSaidiA2yAy3ad &dzZIIR2 NI C2N { KStfQa 9ySNH@& ¢NJIy
properlyref SOG4 GKS a0l tS 2F (KS S02y2YAO0 NBaSi GKIFIG ySSRa G2
scenario is clear on this. Until this happens, we are unlikely to see thegRastshat we require. This puts shareholder

capital at risk; it also s all our futures at risk.

Looking forward, we are hopeful that Shareholders will get the disclosures they deserve in forthcoming financial
statements from Shell, and Shell offers a model for other energy companies to follow.

Zoe Cossing;hartered MCSI

Business Development Director, Intermediary Clients

T: +44 20 7038 7029

E:zoe.cossins@sarasin.co.uk

www.sarasinandpartners.com

LinkedIn Twitter| YouTube

Juxon House, 100 St Paul's Churchyard, London EC4M 8BU

SARASIN

& PARTNERS

AWARD WINNERS 2021

Sarasin & Partners are delighted to have won the
Citywire Adviser Choice Awards for Best Availability
of Sustainable Investment Strategies.
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Why now is the time to invest in Sustainability and ClimateTech vebiudzke
WombwellPovey

Jake WombwelPovey Investment Director at Vala Capital, shares why the compelling combination of government
resources, consumer demand, technological innovation, corporate necessity asidnappetite has led to an
unprecedented investment opportunity.

Looking ahead to th€OP2@&Jnited Nations Climate Summit in November 2021, one of the primary aims for
governments and businesses will be to harness the power of innovative enterprises to help deliver on the ambitious
goals. Thanks to their agility and high growth potential, SMiEssgalable solutions to climate change are uniquely
positioned to attract significant investment. Government grants and funding are available to businesses capable of
building back bettefor a climateresilient economy.

.dzi AG AayQl 2dzad GKS NBalLRyaiAoAtAdezr 2NJ GKS 2 LI NIdzy A
companies, products and services, which will serve us and deliver to us a better tomorrow, is both critical and potentially
lucrative.

It is critical because the amount of money we need to invest in the Sustainability Transition-ithedstternational

Energy Agency (IEA) estimates that achieving Global Climate Goals will require around US$3 trillion in investment every
year. Thah ay Qi 2dzad Ay GKAy3I& tA1S NBYySsgloftS Syégid@aingdsy SNI
SO2y2YASa (2 0SS Y2NB WOANDdzZ I ND NI GKSNJ GKIFy fAySHENE SEC
estimates this will cst investors around 10% of their portfolio value, as assets suffer devaluation from Ctisteted

losses and risks.

On the flip side, Mark Carney, the former Governor of the Bank of England and now United Nations Special Envoy for
Climate Finance, hasased that Climate Change represents the largest commercial opportunity the world has ever seen.

Good investments because of, not despite, sustainability

In previous decades, investing in businesses that had anything other than a 100% focus on firiiksafesacrifice,
where returns and profit was sacrificed for sustainability. Now the opposite is true. The size of the challenge in
transitioning to Net Zero means that the governments, businesses and consumers are channeling huge amounts of
spendingmto products and services that provide more sustainable solutions than their predecessors.

Furthermore, because of the increasingly strict commitments and reporting requirements that organisations and

O2YLI yASa IINB O2YAy3d dzyRBAZO@RRYSXAYy@AGBRYIQYie 0BSNHIY Sali@a
sustainability credentials. On both sides of the Atlantic, regulations are coming into force requiring companies to make
AYONBIaAy3ate adaNAROG WwW9{DQ RAbd fodtgtinzN dheitedposarStb limatedelaied & Of 2
risks. These developments are revolutionising the standards businesses have to hold themselves to, and the

transparency they will need to adopt. Any business with solely a focus on profit will bectereable. Large companies

will be under extreme pressure to demonstrate how they are making changes and this represents a huge opportunity to
early-stage sustainability venturesoth as suppliers and as acquisition targets.

Strong growth andexit potentials supported by long term structural fundamentals

Building on the strict commitments which are driving corporate buying behaviour, they are also driving investor and
M&A behaviour. As investors seek to demonstrate the sustainability of theirportfolios, and corporate development
teams seek out opportunities to drive sustainability as a source of competitive advantage, there is huge amounts of
funding available to high growth ventures.

Investing in more resilient leaders and companies

1https://WWW.ifc.org/wps/wcm/connect/news_ext_content/ifc_external_corporate_site/n ews+and+events/news/feature_quantifyin
g_cost
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Sustainabilitylinked businesses have other advantages too. Because the leaders of businesses that embrace
sustainability are likely to be more empathetic, they are arguably likely to be better leaders of their teams. Their need to
focus on the impact dheir operations and products means they are likely to be more conscientious and, therefore, risk
prudent and resilient leaders. And this is regardless of whether we are talking about environmental sustainability, social
impact or financial sustainabilitpustainabilityaware leaders are likely to be more courageous and veddeesilient

leaders that are, accordingly, leading more operationally resilient organisations.

Early stage ventures deliver value, innovation and job creation

According to HMT, gt 34,000 higklgrowth small businessesless than 1% of UK companiesccount for 22% of gross
@t dzS FRRSR FyR ONBIGS ym: 2F +ft (GKS ySg 220a Ay (KAA
number of scalazLJa 0 2 dza ( atevin Extragt $80rRor @uBSefdddidy. There is extraordinary potential in the
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Furthermore, when it comes to innovation, these businesses deliver 3 times the innovation as large, established
companies. So whendébmes to trying to BuildBackBetter and innovate for the future, it is clear that investing in small
companies is critical to delivering the future we want and need..

Investing in Sustainability is about more than financial securty i Q& 2 dzNastwdll@St A K22 Ra

Investing in earhstage businesses is a letegm investment of at least 5 years. So, the question we should ask ourselves
is what is the future that we want to see in 5+ years? Clearly it is a future that is more sustainable, more equitable, mo
inclusive and regenerative by design, rather than destrictive by default. Investing in businesses that target sustainable
operations and outcomes is critical to delivering on more than just our financial futures, but also the future that we, and
our families, want to live in.

Access to unprecedented amounts of natilutive finance

Governments and integovernmental bodies across the globe, are providing néedore-seen levels of funding to
support sustainability companie®ften in the form of nordilutive grants and loans that support returns for founders
and private investors.

One example in the UK is Innovate UK, which is providing an increasing number of grants and innovation loans, to
support sustainability ventures and to fund opportunities that are of strategic and technical importance to the UK,
including the recenf£134m grant to help companies Build Back Better.

Unparalleled opportunity

The level of collaborative effort among private businesses, investment gragh the government towards finding
climate solutions is unprecedented. Scalable and measurable solutions are highly sought after by investors, while R&D
credits can help early stage ventures to develop their ideas.

Innovators have the upper hand in ghéituation because there is huge demand for viable climate change solutions.
Momentum is building and history will judge whether COP26 was instrumentaltransition the economy and more
importantly save the only planet that we have.

About Jake

Jake is an experienced busirndaslder, investor and mentor to eadstage businesses. He was the founder and

former CEO of Goji, a fintech asset management platform. Jake led the company through a numbledof VC
AYy@SaityYSyd NERdzyRa lafgesRfiMtech \2C¥ iBcludirg A drdRritisnalsi Goji now provides asset
YEYyF3SYSyid aSNWAOSa (2 OtASyida ONR&AA 9d2NRBLIS | RYAYAA
sustainability investment strategy and mentors a number of businesghswhe Vala portfolio.

Vala
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ESG Qualifications

In order to increase your professional standing and your knowledge irefiponsibldnvestment area, you may
well want to consider a professional qualification.

CFA CFA Institute The CFA Institute Certificate in ESG Investing offers you both practical application and
technical knowledge in the fagfrowing field of ESG investingan opportunity to both accelerate progress and
demonstrate purpose.

The certificate and learning rexials were developed by leading practitioners for practitioners and have been
recognized by the UN Principles for Responsible Investment (PRI), an independent body that seeks to encourage
investors to use responsible investment to enhance returns antkbetanage business risks.

The Certificate in ESG Investing is owned, administered, and awarded globally by CFA Institute having previously
been developed and awarded by CFA Society UK.
https://www.cfainstitute.org/en/programs/esgnvesting

CISK, Chartered Institute for Securities & Investmer8ustainable and Responsible Investment

There is more focus than ever before on sustainable and green investment and other environmahtasd

governance (ESG) considerations, plus increasing emphasis from regulators on integrity in this area. This includes
reporting requirements and a need for all professionals to have an understanding of the key concepts with regards
to responsible fiance. This short online course covers the essential knowledge all professionals need in this area
without having to sit a full exam. Consisting of six hours of learning, which you can study at your own pace and on
any device and an online test, passingtbburse gives you a certificate from a Chartered body demonstrating your
competence to existing and future employers.
https://www.cisi.org/cisiweb2/cisiwebsite/studywith-us/professionalassessments/sustainabend-responsible
investmentprofessionalassessment

A shift towards cleaner, resilient growth

Although the climate crisis presents argant challenge for humanity, it also opens up enormous opportunities.

2 0K 0KS LI yYRSYAO NBAKILAY3I GKS g2NI RQa FAYIFIYyOALFf &e@
their investment and business strategies, investments in clidraadly strategies have proven to have the

potential to boost long term growth.

According to the International Finance Corporation, the transition to adaon economy has already created a
$1 trillion annual global market in renewable energy, clirsteart agiculture, green buildings, and carbon
efficient transportation. Therefore, business leaders who embrace the benefits of promoting a green economic
transformation will create value by fulfilling the logrm needs of an environmentally sustainable economy

CBk Certificate inClimate Risk

The Certificate in Climate Risk is a global qualification for financial services risk professionals. The certificate is
awarded by the Chartered Banker Institute and designed and delivered in partnership withatter€th Insurance
Institute and the Chartered Institute for Securities and Investment.

Managing climateelated risks and supporting the transition to a lwarbon world are amongst our most
significant global challenges. Central banks and financialaggslconsider the identification, measurement and
disclosure of these risks to be a priority.

Recognising the strategic importance of this topic, the certificate is the first joint qualification from the Chartered
Body Alliance, a joint initiative by éhChartered Insurance Institute, the Chartered Banker Institute and the
Chartered Institute for Securities and Investment.


https://www.cfainstitute.org/en/programs/esg-investing
https://www.cisi.org/cisiweb2/cisi-website/study-with-us/professional-assessments/sustainable-and-responsible-investment-professional-assessment
https://www.cisi.org/cisiweb2/cisi-website/study-with-us/professional-assessments/sustainable-and-responsible-investment-professional-assessment
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climate change, climate risk and sustainable finance, with a view to supporting customers, clients, colleagues, and
communities with the transition to a sustainable, l@arbon world.

*The certificate is designed as SCQF Level 8, which is broadly cofegarR®QF Level 5.
https://shop.ciigroup.org/certificatein-climaterisk.html
Please note that this certificate will be delivered and awarded by the Chartered Banker Institute.

IASE International Association for Sustainable Econemyn consultation with its global stakeholders,
establishes and enforces compliance with the highest global professional and ethical standards for sustainability
practitioners as well as certifition requirements for those aspiring to professional levels.

L!'{9Q&a NRfS A& Y2NB NBfSOIryld (KFIy S@OSNE o0SAy3a (GKS TFA
entire population pyramid in terms of ESG with a global approach, and wile tevels of certification, both for

the financial sector, International Sustainable Finance ISF® and a second for the rest of the sectors, International
Sustainable Business ISB®.

ISB & ISF

The ISF and ISB credentials are one of the most desired gretted global certifications for those seeking to
demonstrate their commitment to competent and ethical ESG practice. They symbolise excellence and utmost
professionalism in the ESG and Sustainability profession the world over. These designations pustaiattyyou

as an expert in the field of ESG and Sustainability.

L! {9Q& LINBAGAIA2 dzi- INTEENABGNAILASUFTANABRR S FNANGEREEFD)Y &
INTERNATIONAL SUSTAINABLE BUSINESS®a(tS@®ygnised as evidence of the highest standards of
knowledge, technical expertise, and professionalism the world over. Whilst the ISF® designation is suited for ESG
and Sustainability practitioners who work in the field of finance (eg bankingansey micro finance, wealth
management, accounting, treasury management), the ISB® designation is suited for ESG and Sustainability
practitioners who work in all other nefinance related fields of business.

?H & X "2X KH 2?2 &XT 2% KPS

Each IASE designation recognizdsvelsof proficiency. Thus, the levels represent a career progression path for
ESG and sustainability practitioners wiitivel lrepresenting Foundational Levékvel 2representing
Intermediate Level antevel 3representing the Expert Level.

https://www.iase-certifications.com/en/esg
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Principles for Responsible Investment

What is the PRI?

¢KS twL Aa GKS ¢g2NIRQa fSIFIRAY3I LINRBLRYSY(l 2F NBalLRyaAaof

1 tounderstand the investment implications of environmental, social and governance (ESG) factors;
1 to support its international network of investor signatories in incorporating these factors into their
investment and ownership decisions.

The PRI acts in ¢hlongterm interests:

1 ofits signatories;
1 of the financial markets and economies in which they operate and ultimately of the environment and society as
a whole.

The PRI is truly independent. It encourages investors to use responsible investment he@ndirns and better
manage risks, but does not operate for its own profit; it engages with global policymakers but is not associated with any
government; it is supported by, but not part of, the United Nations.

What are the six Principles for Responkldnvestment?

The six Principles for Responsible Investment offer a menu of possible actions for incorporating ESG issues into
investment practice.

The Principles were developed by investors, for investors. In implementing them, signatories contridatestoping a
more sustainable global financial system. They have attracted a global signatory base representing a majority of the
62NI RQa LINPFSaaAirzyltfte YIylF3aISR AygSaidySyidao

Principle 1: We will incorporate ESG issues into investment analysis anadi@céing processes.

Principle 2: We will be active owners and incorporate ESG issues into our ownership policies and practices.
Principle 3: We will seek appropriate disclosure on ESG issues by the entities in which we invest.

Principle 4: We will promotacceptance and implementation of the Principles within the investment industry.
Principle 5: We will work together to enhance our effectiveness in implementing the Principles.

Principle 6: We will each report on our activities and progress towards impitngethe Principles.

e
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Such a system will reward lottigrm, responsible investment and benefit te@vironment and society as a whole.

The PRI will work to achieve this sustainable global financial system by encouraging adoption of the Principles and
collaboration on their implementation; by fostering good governance, integrity and accountabilityysadidressing
2o0adGlFoO0tSa G2 | adaAadlrAylrofS FAYLFLYyOAlIf aeadSy GKIG t€AS gA



PRI Growth 20062021 WWW.uUnpri.org
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The United Nations (UN) has been supporting the Principles for Responsible Investment ever since their launch. The PRI
KlIha G2 !'!'b LINIGYSNE® K2 LXFE& +Fy AYLRNIFYGd NRES Ay RSt A
Board, and providing additional avenues for signatories to learn, collaborate and take action towards responsible
investment.

UN Environment Programme Finance Initiative

UNEP Fl is a unique partnership between the United Nations Environment Programni®gbiiNtge global financial

sector. UNEP FI works closely with over 200 financial institutions that are signatories to the UNEP FI Statement on
Sustainable Development, and a range of partner organisations, to develop and promote linkages between ditgtainabi
and financial performance.

Through peetto-peer networks, research and training, UNEP FI carries out its mission to identify, promote, and realise
the adoption of best environmental and sustainability practice at all levels of financial instityierations.

UN Global Compact
Launched in 2000, the United Nations Global Compact is a both a policy platform and a practical framework for
companies that are committed to sustainability and responsible business practices.

As a multistakeholder leadelfsip initiative, it seeks to align business operations and strategies with ten universally
accepted principles in the areas of human rights, labour, environment anatamtiption, and to catalyse actions in

support of broader UN goals. With 7,000 corp@at & A Ay I G2 NASa Ay mop O2dzyiNASasz Al
corporate sustainability initiative.


http://www.unpri.org/


































































































































