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Stream 3

ESG and Financial reporting and measurement by asset owners
and asset managers

Anne-Catherine Husson Traore, Caisse des Dépoéts, Chief Executive Officer, Novethic
Ingrid Holmes, Director, E3G

Moderator: Mandy Kirby, Director of Reporting, Assessment and Accountability, Principles for
Responsible Investment (PRI)

Good business - sustainable capital: investing in Companies for long-term financial and societal value
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Stream 3

Fixed income: corporates and the value of sustainability
research/allocations - green and sustainable bonds

Felipe Gordillo, Senior SRI/ESG Analyst, BNP Paribas Asset Management
Myriam Durand, Managing Director - EMEA Corporate Finance Group, Moody’s

Investors Service

Moderator: Eric Lounsbury, Director, Ventures, Carbon Trust

Good business - sustainable capital: investing in Companies for long-term financial and societal value
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Stream 3

How do issues around environmental, social and governance

effect the sustainability of sovereign debt and how can investors
examine the associated risks?

James Lockhart Smith, Head of Financial Sector Risk, Verisk Maplecroft

Graham Stock, Emerging Markets Senior Sovereign Strategist, BlueBay Asset
Management

Moderator: Sophie Robinson-Tillett, Deputy Editor, Responsible Investor

Good business - sustainable capital: investing in Companies for long-term financial and societal value
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The case fop ESG+P integration
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ESG, political risk and sovereign debt: the case for ESG+P integration

W

Verisk Maplecroft: data-driven insight
Data and expert insight to understand ESG and political risk

« Foundedin 2001 Analysts
*  Work with institutional investors, POIItl_CaI/_gO\_/emance @ S.OCI?l risk
banks and corporates risk indices indices

* Focus on forward-looking holistic

analysis across multiple asset
classes Independent

Countries GE¥: research and —@Commodities

« Theleading global dataset on proprietary

country ESG+P risk data

* On-the-ground expert research
and advisory

Environmental

* Used for risk management and S
risk indices

_ indices
alpha generation

Years of data

Economic risk

© Verisk Maplecroft www.maplecroft.com



ESG, political risk and sovereign debt: the case for ESG+P integration

W

i

Why could ESG integration be the key for sovereign debt?

Problem

ESG sovereign debt
# equities
® Some evidence of ESG

materiality, but less
industry/academic research

@ Limited upside: focus on
downside risk and conflict
with fiduciary duty

® Engagement # effective
change driver

@® Exclusion less feasible

Solution

ESG integration?

@ Integration provides feasible
way forward for mainstream
PRI signatories

® Political / institutional factors
shape risk premiums...

® ...and many ESG risks
correlate closely with or even
drive political risks

® ESG+P sits outside market
risk pricing and can give
early warning

© Verisk Maplecroft

www.maplecroft.com



ESG, political risk and sovereign debt: the case for ESG+P integration

W

ESG and political risks: closely interconnected

Political and modern slavery risk by country and income group, 2017 Q2

. : ™ | ® Low income
* Correlations widespread 2
risks stem from same i ° .
institutional/developmental ® Upper middle income e ®e
factors L
> High income . o
© ”
« However some causal < e
. . . . 4 o
relationships also exist — in 7 e o os? -7 o
both directions o ° 9
© L1 ’." () Y
. . - _8 [ ) 5’ .‘ ®
» Deterioration in ESG indicators = ° s° % o
: : ®
can presage wider policy and o s -, 8o o0 °
" . >
political failures o o el o °
: ° N e . °
* Impacts can be relevantin ST s » °
(especially governance) or LT - -
: . y
(eSpeCIaIIy enV|r0nment) Source: Verisk Maplecroft, 2017 r=0'75

Modern Slavery Risk Index

© Verisk Maplecroft www.maplecroft.com
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ESG, political risk and sovereign debt: the case for ESG+P integration

il

ESG+P risks are often poorly priced in, and the investment process is
enhanced by integrating them

Political risk, ESG risk and JP Morgan EMBI Global Core yields by country, 2017 Q2

2 T e "'“““'““““'““““'""""""""""""." -------------------------
X
— 20 e
)
>
et
= .
> Q
e T 1 T e Contributionto | &
= overallindex =
o yield (%) s
- o)
© S
- bS
0 N Q
> 10 Ecuador ;
S Egypt Iraq f
© Brazil [ o §
(O]
> g5 fjUuguay 04 8° o @ ePRakistan . UruQuAYee A o PakiStAN e 3
< 3
° >
\ —China §
Polan®outh Africa Russia r=0.27 U§J
0~ ‘
Aggregate political risk Aggregate ESG risk

*as of 30 May 2017

© Verisk Maplecroft www.maplecroft.com 8
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Stream 3

Exclusions

Hilde Jervan, Chief Advisor, Council on Ethics for the Norwegian Government Pension
Fund Global

Oshni Arachchi, Vice President, Global Norms Research Lead, Sustainable & Responsible Investment
Research, ISS-Ethix

Moderator: Howard Pearce, Executive Director, HOWESG

Good business - sustainable capital: investing in Companies for long-term financial and societal value
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Stream 3

Mainstreaming impact: Can impact investing be done in listed
securities, and what are the investment parameters?

Aubre Clemens, Vice President, J.P. Morgan Private Bank
Sophie Robé, Founder & Chief Executive Officer, Phenix Capital

Moderator: Meg Brown, Director, Impax Asset Management

Good business - sustainable capital: investing in Companies for long-term financial and societal value
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ASSET MANAGEMENT

Specialists strategy: environmental impact of £40m investment

Net CO,
emissions avoided

7,740

tCO,
a

Water provided/
saved or treated

3,030

megalitres

Renewable
energy generated

2,920
MWh ‘

Impact of £10m invested in the strategy for one year. Based on mostrecently reported annual environmental data for holdings in the Impax Specialists strategy as at 31 December 2016. Methodology
has been assured by Ernst & Young LLP. For further explanation of our impact methodology (which is based on equity value) please see http://www.impaxam.com/about-us/impactinvesting

CLEAR INVESTMENT 12



How to implement impact and sustainable development

investing

Ourfocus

()

PHENIX

Financial-only __ impact-only

Delnvenng competitive fnnancnal returns

Mitigating Enviropmc"t.al, Social and Governance risks

Pursuing Envirodmental, Social af\d Governance gpportunities'

Q
& Limited or Mitigate risky

o no regard for environmental,
2‘ environmental, social and

S social or governance

£ governance practices in order
y practices to protect value
Q

>

£

Source: Social Impact Investment Taskforce -
Allocating for Impact (2014)

Focusing on nmeasurable high-mpact solutions :

Competitive financial returns

Below market financial returns

Adopt progressive . Address societal = Address societal

environmental, challenges that challenge(s)
social and generate which may
governance competitive generate a
practices that may fma_nc.al retums  below market
enhance value for investors financial return

for investors

Phenix Capital Impact Investing Advisory Services

Address
societal
challenges that
require a below
market financial
return for
investors

Address societal
challenge(s) that
cannot generate a
financial return for
investors



Specialists strategy: environmental impact of £40m investment
|ﬁ

Equivalentto taking

5,000

cars off the road for a year

Equivalentto

1,100

households’ annual electricity consumption

Impax

ASSET MANAGEMENT

Equivalentto

21,900

households’ annual water consumption

Equivalentto

1,100

households’ annual waste arising

Impact of £10m invested in the strategy for one year. The UK Green Investment Bank’s calculator was used to translate the impact into everyday equivalents (e.g. cars on the road, household energy
use). Based on most recently reported annual environmental data for holdings in the Impax Specialists Strategy as at 31 December 2015. Methodology has been assured by Ernst & Young LLP.

CLEAR INVESTMENT

14
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Impax strategies are contributing to the low carbon energy transition

NET CO, IMPACT PER £10M INVESTED

« Capital invested in the global economy is

producing an unsustainable level of CO, 0
. . 2
emissions 4000 -
° “ o ” H H
A “2°C economy” still emits CO,, but less 2000 - ‘
* The Leaders and Specialists strategies 0 —
surpass the “2°C economy” benchmark 2,500 - 5,460 1,250 - 2,730 350
-2000 -

¢ CO, abatement solutions include
renewable energy, energy efficiency and -4000 -

waste treatment
-6000 A

* The impact methodology for the Leaders
and Specialists strategies has been -8000 - -7,740
assured by Ernst & Young LLP

-10000 -
Global t2°C Econom§/ Impax Leaders Impax
2 L2
Economy Strategy Specialists
Strategy

1 Source: United Nations Framework Convention on Climate Change (UNFCCC), 2016. Aggregate effect of the intended nationally determined contributions: an update - synthesis report by the secretariat,
McKinsey Global Institute, Haver, BIS, Deutsche Bank estimates, 2014, and IMF, National Central Banks and Statistical Offices, Thomson Reuters, 2014. Black bars reflect the range of estimates of value
invested. 2 Impax Asset Management, 2017. For further explanation of our impact methodology (which is based on equity value) please see http://www.impaxam.com/about-us/impact-investing

CLEAR INVESTMENT 15
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Stream 3

Measuring impact

Daniel Ingram, Vice President, Responsible Investment Research & Consulting, Wilshire
Associates
Emma Doner, Project Manager, Innovation Department, Vigeo Eiris

Moderator: Geoff Burnand, Chief Executive, Investing for Good

Good business - sustainable capital: investing in Companies for long-term financial and societal value
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Stream 3

Socialising impact: Looking at the impact benefit for an entire
portfolio for better returns and social value.

Sarah Forster, Chief Executive Officer, The Good Economy
Alix Foulonneau, Director, Sustainable Investors, UBS Asset Management

Moderator: Patricia Hamzahee, Founder & Principal Consultant, Integriti Capital

Good business - sustainable capital: investing in Companies for long-term financial and societal value
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Investing to create financial returns and social value

Sarah Forster, Founder & CEO, The Good Economy Partnership

Responsible Investor Conference
7 June 2017



THE

Eggﬁow Creating portfolios that deliver financial and social returns

1. Set goals — ‘impact expectations’ THE GLOBAL GOALS

For Sustainable Development

NO GOOD HEALTH QUALITY

2. Define performance measures and social due POVERTY AOWELBENG EDUCATON
diligence process

GENDER CLEAN WATER
EQUALITY AND SANITATION

3. Screen and identify eligible universe e I 10 Sy ncownnes [ 12 Cosournny
4. Build and test model portfolio “'

13 lonov 14 wiw ™ 16 S
;

17 PARTNERSHIPS
FOR THE GOALS

5. Manage live portfolio

6. Measure and report on social and financial
performance

Transparency and accountability are key
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UK Social Bond Fund

e Launched Jan 2014, in partnership with Big Issue Invest

e £100m raised from institutional and retail investors

* Social outcomes: diversified portfolio w. orientation toward
Affordable Housing (18%), Transport & Communications
(17%), Utilities & Environment (18%) and Health & Social
Care (9%)

» 88% of bonds are UK-based; remainder have international
development outcomes

* 75% favour regional development outside the Greater Soutk
East, 28% of bonds benefit deprived local communities

3D Investing 5* Rating; UNPRI A+ Rating

Threadneedle UK Social Bond Fund Annual Social Performance Review 2016

Social Outcome Areas

. Affordable Housing
Scotland:

Energy . Education, Learning and Skills

. Employment and Training

. Health Care

. Transport and Utilities

Manchester:
Higher Education,
Airport

Glasgow:

. . Affordable Housing

Sunderland:
Affordable Housing .

Northern Ireland:
Electricity

Teeside: . .

Seaport

Yorkshire:,
Affordable Housing
Electricity Distribution

North West:
Energy

Liverpool:
Higher Education

East Midlands:
Affordable Housing

. North Wales:
Hydro Utility Peterborough:
Hospital . . .
. . Derbyshire: Affordable Housing
Healthcare Services 4~¢ 2
. . Birmingham: Nibrichs
Airport orwich: ‘ .

Hospital

West Midlands:

Affordable Housing — Felixstowe:
’ Seaport
South Wales:
. . Cardiff University
Water and Gas London:,

Affordable Housing
Brownfield Property

. . Devon & Cornwall:

Water

South East:
Affordable Housing ‘ . L
GOOD
ECONOMY

Contains Ordnance Survey data © Crown copyright and database right 2016
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600D The Missing SDG — Goods Jobs and Inclusive Growth

ECONOMY

TGE Jobs Assessment Methodology

@ tioment GLIALS
|:'> Company Job Growth
DEGENT WORK AND _

ECONOMIC GROWTH

Promote inclusive and sustainable

(weighted by)

economic growth employment
and decent work for all

ai

Inclusive Job Growth

Sectors Places
| | | |

* Fundamental to all SDGs, in both developed &
developing countries

] ]
Growth Inclusion Growth Inclusion

Common metrics: scale and rate of job growth, sector & SME
multipliers; earnings quality, job security, young people

* High social value but no market opportunity value

» Treat as positive externalities created by all firms



5005 Sector and Place Ratings by Inclusive Growth

ECONOMY

Growth Inclusion Landscape

I Growth+, Inclusion +
I Growth+, Inclusion -
A [ Growth-, Inclusion +
W Growth -, Inclusion -

(+ above Local Authority median)

(- below Local Authority median)

‘ Utilities
Support Services
Information Technology
Professional Services
Motor Trade

Food And Beverage Service Activities

Land/Water Transport
Q-

Health

Telecommunications

Growth

Accommodation
Construction

Water Supply

Civil Engineering
Real Estate
0 Agriculture
Manufactufing  pogtal And Courier Actvties Size of Sector
Manufacturing (high v Financial And Insurance Activities (Private Sector
Employment)
Education

‘ Public Administration Most Growth

Arts Inclusion

Q Air Transport

") Least Growth

@ Miing And Guanyiog 0l nd Gas Inclusion

>
; THE
Inclusion 500D

Contains OS data © _—
Crown copyright and database right (2017) ECONOMY
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Companies on the Inclusive Growth Landscape

THE
3! 600D
« ECONOMY

Contains OS data © Crown copyright and database right (2017)
Contains OS data © Crown copyright and database right (2017)

Inclusion Landscape Asos and Boohoo Locations by Function and Size
Inclusion Landscape Primary Locations
) I Most Inclusive ° Head Office . <100
— g o THE == ®  Other Office ®  100-49
o S ®  Centrica 600D Median @ Support Services @  500-999
ian — 2
== [ ] Production
[ M B Least Inclusive ° Distribution ‘ 1R0Reds
B Least Inclusive
@ -
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Company Good Job Ratings

@)

Company Level

Food And Beverage Services
Manufacturing (High Value)
Retail

Financial And Insurance

>

=

o

g

°

Q
N... Utilitie s
S... Information Technology
B... Construction
B... Wholesale
A... Retail
G... Construction
G...
B...
Ww...
R...

Royal Dutch Shell

HSBC Holdings

BP

British American Tobacco
GlaxoSmithKline

: =
G 29
2 Es
g O wn
6 13 9.5
4 12
4 10
6 14 10
16 7 11.5
14 10 12
22 6 14
23 13 18
24 13 18.5
16 25 20.5
Vodafone
Diageo
AstraZeneca
RioTinto
Glencore

IS Growth

() o —_ —_
N oo B s 5 0 Z

Sector Level

Geography Level

Overall

- = Company
% = % Score
: £t
5 O »

4 4.5 6.25

3 9 7.00
11 9 9.00
13 14.5 11.63
12 8 11.75
25 19 14.00
11 17.5 15.00
19 14.5 17.75
24 22 18.75
25 24.5 20.13

>
8 . s
©n b=
2 Esz ¢
= O » O
2 1.5 5
4 3 15
16 13 7
18 12 16
24 16 4
16 13 13
25 14.5 24
21 20.5 10
24 16 20
9 15 24

Lloyds Banking
Reckitt Benckiser
Unilever

Shire Plc
Prudential

Imperial Brands
National Grid

BT

Royal Bank of Scotland
Compass

Company and Portfolio Social Ratings
by Inclusive Growth metrics

Overall
Company
Rating

[~ 2o Mo NN eNN--R--H-- T2

Contains OS data © Crown copyright and database right (2017)

Growth Inclusion Landscape

e
600D
ECONOMY

Growth+, Inclusion + ®
Growth+, Inclusion - 20 Largest Equity Holdings

Growth-, Inclusion + ] ;
Growth -, Inclusion - Head Office Locations
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Thank you

sarah@thegoodeconomy.co.uk

www.thegoodeconomy.co.uk
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Stream 3

Deep dive on the United Nations Sustainable Development Goals
(SDGs)

11:50 — 12:30

Kirsi Keskitalo, Portfolio Manager and Responsible Investing Specialist, Elo Mutual Pension
Insurance Company

Helena Vines Fiestas, Head of Sustainability Research, BNP Paribas Asset
Management

Moderator: Kathryn Nwajiaku, Head of Secretariat, International Dialogue on Peacebuilding and
Statebuilding

Good business - sustainable capital: investing in Companies for long-term financial and societal value
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London, 7 June 2017
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GOOD HEALTH

SDG 3 for the auto sector /e

% NOX Gap T PHEV BEV
between real , _ o .44 - %0 of dieselin 1 =Good; 11 = as % of 1 =Good:
and test driving ES 4 So - EU sales Bad Score global sales 11 = Bad
conditions ad score Toyota 21,0% 1 2015 Score
BMW - — - Toyot 13% 1
3,28 1 FCA oyota (V)
PSA 4,06 2 - 39,0% 3 Nissan 3% 2
VW 4.23 3 Hyundai 42,0% 4 Daimler 2% 3
Ford 4,24 4 Ford 45,0% 5 Ford 1 Z/o 4
Toyota 4.35 5 Nissan 49,0% 6 iMW 2 OA> 5
; enault 1% 6
Daimler 5,10 6 VW 55,0% 7 :
N 6,66 7 Renault 57 0% 8 Hyu-Kia 1% 7
GM 7,52 8 ’ GM 0% 8
FCA 7,53 9 meA — - PSA D :
Nissan 8.49 10 Daimler 64,0% 10 VW 1% 10
Renault 9,18 11 BMW 70,0% 11 FCA 0% 11
NOx real world vs on paper Diesel mix in sales

Plug-in hybrid Electric Vehicle,

(mix of Euro 5 and Euro 6) Battery Electric Vehicle % sales

Source: BNP Paribas AM Sustainability Research, Automobiles Sector Review 2017
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Access to Medicine Index 2016

1 GlaxoSmithKline plc B s 343

2 Johnson & Johnson - _: l 293 R&D as an example

3 Novartis AG - _:4‘ 2.87

446 MerckkGan : I 268 " Tie R&D commitments to the 2030 Agenda for

5 Merck & Co Inc* _* 2.65 . 0 00

s s g — Jes Sustainable Developmentin addition to local

7415 Astrazenecapl I e 253 assessments of productneeds.

8 Gilead Sciences Inc - _ | 2.45

9 AbbVie Inc B s 239

10 7 2 NowoNordiskA/S m 235 ® Around 11 companies have provided evidence of
1 Eisai Co Ltd I n 234 : : :

L e -~ making this connection.

13 Bristol-Myers Squibb Co - _-_l 197

14 Pfizer Inc . .. 187 [} C g

15 Takeda Pharmaceutical Co Ltd - -ii 177 Yet’ R&D InveStmentS are poorly allg ned

16 Boehringer Ingelheim GmbH - _j 170

17 = 17 EiLily&Co .- - 167 ® Transparency remains wishful thinking, with two
18 Daiichi Sankyo Co Ltd __ | 161 o o 0 o

b e B mE L companies as an exception (publish details about
20 7 16 Astelas Pharmainc N 132 their relevantinvestments).

@ General Access to Medicine Management @ Market Influence & Compliance @ Research & Development
® Pricing Manufacturing & Distribution @ Patents & Licensing @ Capacity Buiding @ Product Donations Source: Access to Medicine Index 2016, available at https://accesstomedicinefoundation.org
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A multi-stakeholder approach with a tech hedge

Three initiatives can help address Stimulate a conversation between
these risks thus enabling investors to investors, the governments of FCS,
DO GOOD WHILE DOING GOOD BUSINESS their development partners, civil
society and otherkey actors, about
how they can individuallyand

N L collectively contribute to promoting
INSTRUMENTS NS INVENTORY NS INFORMATION . . . .
v ¥ more and better investmentin fragile
SOCIAL BONDS & SOCIAL v ASCREENING PROCESS for v COUNTRY PLATFORMS 4 :
IMPACT BONDS for FCS as a identifying and “labelling” (one-stop shops, p environments
vehicle to de-risk and pool responsible public-private dialogues) to !
. investment into countries, i investment-worthy s bridge the knowledge gaps
', sectors, and companies, with companies that could . : and connect investors with
. potential to consolidate . contribute to sustainable opportunities.
' peace. peace. ’ i
// el - & 56 FRAGILE AND 3.3 BILLION 60% OF COST OF
— e — @ ‘.’ -gg CONFLICT PEOPLE GLOBAL VIOLENCE
. AFFECTED AFFECTED BY POOR EQUALS 13% OF
w- ===EE
SITUATIONS VIOLENCE BY 2030 GLOBAL GDP

Source: International Dialogue on Peacebuilding & Statebuilding and BNP Paribas Asset Management (2016)
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Social Bonds and the Sustainable Development Goals

In USD bn

90 -
80 -
70 -
60 -
50 -
40 -
30 -
20 -
10 -

0 — x

u Social

= Mixed Sustainability
[ ]

Green

2012 2013 2014

&L IFC |

T T T

2015 2016

Iinternational .
Finance Corporation
WORLD BANK GROUP

USD 500mn 3-year 1.75% (Priced 03/2017)

Use of Proceeds:
m Banking on Women
m Inclusive business

Source: Bloomberg, BNP Paribas

SDGs supported:

G

2017YTD

SocialBonds

2500 -
2000 -
1500 -
1000 -
500 -
0 E— I ; ; :
o S S S ©
S

Plus Social & Green Funds and Indices

BNP Paribas Easy Low Carbon 100 Europe UCITSETF
BNP Paribas Social Business

BNP Paribas Human development

BNP Paribas Aqua

BNP Paribas Climate Impact

BNP Paribas SmartFood

5 BNP PARIBAS
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Solactive Sustainable Development Goals World RC 10 USD

250 - Solactive Sustainable Developrient G§a sWorld RC 10 USD Index
——MSOWorld USDIndex ¥ £ £ & & & .
$ \

s S
. . Ewgz m, | SN R
——————————————— Index live since; Ngeptember,z 116 & & © ¢ S
200 GOOD HEALTH & WELL-BEING BN | IS D @%%Q
QUALITY EDUCATION IR - ( -
GENDEREQUAUTY I |
CLEAN WATER & SANITATION [
AFFORDABLE & CLEAN ENERGY 177 |
DECENT WORK & ECONOMIC GROWTH IEN
150 INDUSTRY, INNOVATION & INFRASTRUCTURE IE2l JIl
7 REDUCE INEQUALITIES I
SUSTAINABLE CITIES & COMMUNITIES K11
RESPONSIBLE CONSUMPTION & PRODUCTION |
CLIMATE ACTION IE]
LIFE BELOW WATER I
LIFE ON LAND 5
100 - PEACE, JUSTICE & STRONG INSTI j
7 PARTNERSHIPS FOR

Z3U| {00UBA Ll g
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W 7 "oty
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S
%%\%
S Source: Bloomberg, BNP Paribas as of 28 April 2017. Simulated performance until 04 September 2016, historical performance
thereafter.

Past or simulated performance or achievement is not indicative of current or future performance.

Index Bloomberg Ticker: SOGOALUS Index. Benchmark Bloomberg ticker: MSDUWI Index. For information and discussion
purposes only.

I
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Sources: Vigeo Eiris, Solactive as of 25 Septemberc2016.
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