HANDBOOK SERIES

NORDSIP e

NORDIC SUSTAINABLE INVESTMENTS

IMSIgNTS

10 REDUGED
INEQUALITIES
A

|
DECENT WORK AND
(=) 8 ECONOMIC GROWTH

INVESTING -y

ALONG o POVERTY
idig W8

INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

SHADES OF

5 ODGs

15 LIFE
v ONLAND 13 Cume
ACTION y
7 ForThesas 16 Pz
MOSIRONG {1 LI
_ @ INSTITUTIONS BELOW WATER CLEAN WATER
V0

o ey AND SANITATION
e
FOR INVESTMENT PROFESSIONALS ONLY ;
NOT FOR PUBLIC DISTRIBUTION




NordSIP Handbooks are published by
Big Green Tree Media AB

Kungsgatan 8

11147 Stockholm

+4670 9993966

Editor-in-Chief
Aline Reichenberg Gustafsson
aline@nordsip.com

Director, Strategic Relations
Kim Hansson
kim@nordsip.com

Economics Editor
Filipe Wallin Albuquerque
filipe@nordsip.com

For advertising or other sales-related enquiries
email: sales@nordsip.com

FOR INVESTMENT PROFESSIONALS ONLY
Please read important Terms & Conditions on the last page of this document

Photographic Credits © Shutterstock

© 2079 NordSIP all rights reserved

SDG talk

5 the editor's word
Beyond the lapel pin

@ SDGs by the book

An interview of Tiina Landau

Mapping the SDGs
pping

The third dimension of risk-return

E@ SDGs Matter for Institutional
Investors

44 about our partners

TABLE of CONTENTS

investment strategies

E@ SDG Integration
Shaping an Investment Strategy Around

the Sustainable Development Goals

E Green Bonds

ESG Integration and Investing in the
SDGs: Why and How?

22 MDB Bonds
Solid Yields for SDG-Supportive
Investments

2 4 Real Assets

Addressing the SDGs with the long term
in sight

§® Social Infrastructure
Measuring and Managing Impact

% Impact Investing
Imagining the Next Evolution in

Economies and Finance

3 Gender Diversify Your Strategy

4@ Climate Goals

A Breakthrough Sustainable Climate
Strategy



the editor’s word

Beyond the lapel pin

As I often roam the premises of inter-
national conferences on sustainable
investment and impact, I have started
noticing an increasing number of del-
egates wearing a lapel pin in the shape
of the SDG wheel. So much so that
I wanted one for myself, feeling that
without it, I might look like an outsid-
er.

These pins, I soon found out, sell on
the UN DP website for as little as $7.99
or, more locally, on the Swedish UN
site for 55 Swedish kronor. Hence be-
ing part of the club is relatively cheap.
But what then? What does it mean
to support the SDGs and wearing the
colorful pin?

Most investors like the framework,
they easily admit, because it isn't hard
to relate to. Before they were rebrand-
ed into the SDGs, the Millenial Goals
existed for about 15 years but never
made it into mainstream investors'
radar screen. Perhaps they lacked the
tangibility that the new set of seven-
teen goals seems to offer.

So now they are appealing, but how
do investors use them? Do they have
concrete progress to report or is it all
SDG-washing, as the detractors like to
cry out? We went to find out.

On the one hand, we encountered man-
agers that endeavor to integrate the
goals as a framework to measure their
overall impact. Perhaps the investment
strategy hasn't changed, because they
already aimed at generating positive
impact before the SDGs came along.
The opportunity lies in the ability to
demonstrate the impact more clearly
and thereby attract more capital into
their investment vehicle.

Other strategies are specifically de-
signed to address targeted themes,
which relate to one or more goals. We
examined with them how their invest-
ments may help contribute to closing
the funding gap required to reach the
SDGs.

Finally, we also looked at the current
efforts led by Dutch pension manag-
er PPGM which, among others, are
supporting the the Impact Manage-
ment Project, in an attempt to set up
an SDG-related standard to report the
impact generated by targeted invest-
ments.

Investing along the SDGs is clearly still
a work in progress. We hope that this
collection of articles will inspire more
actors to join in and, with or without
lapel pin, to support this relatable set
of goals.
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Aline Reichenberg
Gustafsson, CFA

Editor-in-Chief
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SDGs by the Book

by Aline Reichenberg Gustafsson, CFA

Earlier this year, Tiina Landau, for-
merly senior responsible investment
officer at Finnish pension insurance
company Ilmarinen, co-authored Vas-
tuullisuudesta ylituottoa sijoituksiin (so
far only available in Finnish), a com-
prehensive manual on responsible in-
vestments, together with Hanna Silvo-
la, associate professor at the Hanken
School of Economics. Given the depth
and breadth of research she has under-
taken, we sought Landau's view about
the Sustainable Investment Goals. We
asked her what she thinks is the best
way to use the SDGs in shaping an in-
vestment strategy.

Tiina Landau, a graduate of Aalto Uni-
versity School of Economics in Fin-
land, and a Certified European Finan-
cial Analyst (CEFA) began her career
as a management consultant on cor
porate responsibility and responsible
investment at KPMG in Helsinki in
2012. After this she moved to Ilmari-
nen, where she was a Senior Responsi-
ble Investment Officer and also served
on the board of Finsif, Finland's sus-
tainable investment forum.

At Ilmarinen, Landau developed the
company’s responsible investment
policy, as well as sustainability ratings
for the systematic integration of ESG
in investment decisions. She also de-
veloped a climate policy and corporate
responsibility concept, while coordi-
nating engagements and drafting vot-
ing instructions for general meetings.
Her work received wide international
recognition, with Ilmarinen’s climate
strategy ranking in the top 10 (AAA)
of the 500 largest asset owners global-
ly in AODP’s research in 2017. Today,
Landau is Sustainability Manager at
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Neste. In her new position, she con-
tinues to advance the questions that
are important to her from inside one
of the companies leading the energy
sector in matters of sustainability.

In her capacity at Ilmarinen, Landau
had the opportunity to write blogs,
“I liked it,” she admits. “I found it
very rewarding to write about things
I cared about while engaging and get-
ting the readers’ attention.” As the
interest in sustainable investments
grew wider among companies as well
as private investors, the author felt
the need for a more substantial con-
tribution. “Academia isn't yet provid-
ing a comprehensive education in the
matter of responsible investing,” she
says. “Many companies find it difficult
to recruit the right people as well. I
already knew my co-author, Associate
Professor Hanna Silvola. We talked
about these educational needs, and
we realised that we could combine our
expertise from both academia and the
industry to write a book together. We
wanted to share practical knowledge
through case studies and expert inter-
views.”

The book, Landau says, has received
much attention in Finland, which
shows how eagerly readers were an-
ticipating such a publication. Even
internationally, she has been surprised
to see how much interest the book
has generated. “We have found there
is interest to translate the book into
English. Before too long it will hope-
fully be possible for many more to get
access to the knowledge, we are eager
to share,” she says happily.

In her book, Tiina Landau makes ex-
tensive reference to Dutch pension
manager PGGM as a standard set for
good ESG and sustainability practices.
She notes the foresight of PGGM in
designing its own “taxonomy” of in-
vestment classifications together with
the Dutch APG pension fund in May
2017. Published two months before the
interim report of the EU's High-Level
Expert Group on sustainable finance,
the PGGM and APG's taxonomy was
one of the first to map investment op-
portunities to the SDGs.

The finance sector has adopted the
SDGs, as the goals or sub-goals offer
a wide range of investment opportu-
nities. “Many investors want to find
companies that can provide solutions,”
says Landau. “However, they can be
difficult to identify sometimes. The
tools available to investors are still im-
perfect. Data and index providers can
help with a starting point, but before
making an investment and claiming
that it solves the SDGs still requires a
lot of work. For this purpose, the work
that PGGM has done with APG can
help identify opportunities.”

While the most popular use of the UN
framework is to identify a profitable
business that solves the SDGs, it can
also be used to design an engagement
strategy. “The same way we have been
using the Global Compact for many
years, the SDGs can provide a solid
background for engagement efforts.
Similarly, the goals can help set targets
against which to report progress.”

When it comes to actual impact meas-
urement, Landau remains somewhat
cautious. “Many investors look at

Tiina Landau, Author, Vastuullisuudesta ylituottoa sijoituksiin

Photograhy by Alma Talent / Meeri Utti ©

mapping revenues, but what is the actual impact in terms
of externalities?” she asks. “The same solution can generate
a different impact depending on where you are in the world.
Energy efficiency gains or health gains are positive impacts
that can't be measured only in monetary terms.”

To focus the efforts of an organisation around the UN
framework, Landau believes that it makes sense to pick the
most relevant goals. “SDGs are not designed specifically for
financial investments. Several of the goals are for govern-
ments and public entities to achieve. Some particular goals
such as Good Heath, Clean Water or Climate Action, on
the other hand, make for appropriate targets for financial
investments.”

“We shouldn’t prioritise the SDGs per se, but we should be
aware that some are more investable than others,” she clari-
fies. “For engagement and reporting, for example, an organ-
isation should focus on the goals that are the most relevant
to its activity. Also, people shouldn’t forget that the SDGs
are only one part of the assessment. ESG considerations
and financial valuation are also part of the equation.”

For Landau, the next phase lies in perfecting impact meas-
urements. “Carbon footprint or energy gains are already
quite prominent, but there are many others that still need
to be addressed. How good are the investment targets at
fulfilling the SDGs? That’s what we should be able to know.
But no one is going to solve the SDGs on their own. Coop-
eration is at the core of this initiative,” she concludes.

INVESTING ALONG THE 17 SHADES OF SDGs



Mapping the SDGs

The Third Dimension of Risk-Return

by Aline Reichenberg Gustafsson, CFA

“After the financial crisis, reconnect-
ing to the real world was the name of
the game. One of the lessons we took
was that there is a third dimension of
risk-return and impact that pension
funds want to understand better,” says
Piet Klop, Senior Adviser on Respon-
sible Investments at PGGM, the asset
management arm of the Dutch Pen-
sion Fund for Care and Well-Being,
the second-largest pension fund in the
Netherlands with €20billion in assets.

Speaking to an audience of investors
and responsible investment specialists
at AMWatch’s Nordic Investment Fo-
rum in Copenhagen in early Summer
2019, Klop shared the impact insights
that the Dutch asset manager has
gleaned over the years.

“The UN’s Sustainable Development
Goals (SDGs) provide, perhaps, the
simplest approach to measuring im-
pact, to the extent that one can map
the investment volumes to the SDGs,”
he explains. “Another alternative is a
scoring approach where one can net
out positive and negatives. You can
throw everything in the mix and out
comes a score.” Many data providers
tend to follow such an approach, but
Klop argues that the absolute impact
measurement approach is superior.
“There’s an outcry for simplicity from
our board of trustees at almost every
meeting.”

“Doing the Right Thing”

When considering sustainability, im-
pact investing and the role of the
SDGs, Klop emphasises the differ
ence between “doing the right thing”
and “doing things right”. Doing the
right thing is about the integration
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of sustainability factors in investment
decisions, which should be a part of
investors’ risk management relevant
to their fiduciary duty. Doing things
right is a choice, and it is where im-
pact investment and the SDGs come
in.

“Ideally, we want to make a difference
that we can measure in real terms,
whether it's through figures about
employment, emissions or litres of
water,” the adviser explains. “Doing
the right thing is often productrelat-
ed, which is why we spend so many
resources mapping revenues onto dif-
ferent SDGs. We want to understand
what part of your revenues is driven
by a product or a service that is being
sold for impact.”

Mapping Impact with the SDGs

According to Klop, impact, as a sus-
tainable development investment,
is not an asset class in its own right,
but rather something that you can do
across a variety of asset classes.

PGGM'’s own approach is to focus on
four themes of climate, water, food
and health. As shown on Exhibit 1,
they can be mapped onto Zero Hunger
(SDG2), Good Health and Well-being
(SDG3), Clean Water and Sanitation
(SDG6), Affordable and Clean Energy
(SDG7) and Responsible Consump-
tion and Production (SDG12). “These
are the SDGs we are currently target-
ing,” Klop explains. “These are the
themes that resonate with the inter
ests of our beneficiaries, according to
the board of trustees”.

In contrast to the negative approach
of exclusions, the SDGs are a tool that

Piet Klopp

Senior Adviser on Responsible
Investments

PGGM
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POVERTY
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Exhibit 1. PGGM's four themes mapped onto the SDGs

drives positive investment and impact. “The SDGs allow
the board to articulate what they stand for rather than just
talk about what PGGM opposes,” the adviser says.

Despite the appeal of its simplicity, Klop is wary of map-
ping the SDGs without some underlying framework to
guide the process. “The SDGs are so broad that you can
drive a truck right through them. We have mapped 16% of
our entire portfolio to the SDGs, but that could easily be
100% if one tweaked with the definitions,” he warns. “For
instance, we could argue that our entire portfolio is a com-
plete match to SDG8 — Economic growth.”

“To avoid SDG-washing, we need to be critical and spe-
cific,” the senior adviser explains. “We designed our own
taxonomies and decision rules, and we started mapping our
entire portfolio against those taxonomies.”

Using the SDGs to Measure Impact and Engage

“Measurement is key. If impact investing is to be taken seri-
ously, we cannot just focus on a value or a score. It needs to
make more sense than that,” Klop emphasises. “The meas-
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ure needs to communicate that we have a purpose.”

The key to real impact is that it is measurable, but also in-
tentional and additional, according to the PGGM adviser.
“Additionality means that the impact would not have hap-
pened without us and it is what distinguishes real impact
in private markets from sustainable impact in public mar-
kets,” says Klop. “Investing in private markets makes more
of a difference than in public markets.”

“As mainstream investors, there is a limit to how much re-
sources we are going to pour into impact measurement. We
have to keep things simple and practical,” he says, describ-
ing PGGM'’s impact assessment model. “We took our orig-
inal four themes, mapped them onto the SDGs they corre-
spond to and zoomed in on a few impact indicators that we
use internally and with our external managers.”

PGGM’s model begins by breaking down the sales of a
company by activity. Based on PGGM’s in-house taxono-
mies, the pension manager then maps each activity to the
solutions it is facilitating, in euro-terms. Based on research
from Harvard University, the City University of New York

INVESTING ALONG THE 17 SHADES OF SDGSs



Exhibit 2. Impact modeling

Breakdown Matching Conversion

of sales activities to factors :mﬁ%g er€
activities solutions, in € (€ > impact)
THE IMPACT MANAGEMENT PROJECT
Exhibit 3. Impact Indicators for Selected SDGs
PGGM also contributed to the Impact Management Project (IMP), a partnership where 2,000 stake-
THEME SDG DESCRIPTION UNIT holders across more than 50 countries have come together to agree on norms for impact management
Annual renewable energy produced MWh The IMP is advised and funded by a group of 21 organisations, including the Ford Foundation, UKaid,

Annual avoided greenhouse gas emissions
Annual avoided pollution or other emissions that would otherwise end up  Tonnes

Tonnes COZ eq.

in the biosphere
il Annual water savings m3
Annual number of people with adequate access to clean water People
Annual waste water treatment m3
9 m Annual increase in yield Tonnes/ha
Annual avoided harvest , transport and storage losses Tonnes
Annual Improvements in nutritional value Tonnes

Annual increase in number of people with local access to nutritious food ~ People

MDWELLaENG Annual number of people treated People
4/\’\/\' Annual reduction in sick days Days
Annual reduction in costs for standard treatments and medicines €

(CUNY) and Wageningen University & Research, PGGM
can convert this value into impact. Using information from
company reports it can map that impact into the relevant
SDG to arrive at an estimate of impact per euro invested.

“Like any other model, ours is not always accurate, but it
gives us the necessary ammunition to engage with our com-
panies and provoke them into disclosing more information.
We can push them to provide us data on real product- or
service-related impact, not just in-house operational per-
formance,” the PGGM adviser adds.

Awareness and Data Problems

Discussing the model, Klop admits that “it is a work in pro-
gress”. Aware of the imperfect nature of any such process,
PGGM'’s focus has been on seeking to refine its model to
improve the quality of its disclosure and become more reli-
able every year. “It signals to other companies that these are
issues investors such as ourselves are interested in,” he adds.
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“We have also sought to mainstream our process,” Klop
says. “Rather than coming up with our own homebrew of
impact indicators we tried to using existing data for report-
ing the impact performance of our fund managers”.

“Ultimately, I take great comfort from the fact that main-
stream data providers are looking very seriously at revenue
breakdowns,” the PGGM adviser says, pointing to recent
efforts from Bloomberg.

“But it's a crowded space. There are too many initiatives
that overlap or compete and are often incomprehensible,”
Klop remars. “It leaves investors with the impression that
the impact investing space is not mature enough. One of
the main challenges we face is to keep impact measurement
manageable and understandable for all those involved,” he
concludes.
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AEGON Asset Management, BlackRock, Hermes Investment Management and UBS.

PGGM worked with the IMP to provide its clients more accurately information about the difference their

investments make in the real economy and what PGGM's role in the process was.

Exhibit 4.The landscape of investment opportunities
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Various

INVESTOR'S CONTRIBUTION

Signal that impact matters

E.g. Ethical bond fund

E.g. Positively-screened /best-
in-class ESG fund

E.g. Sovereign-backed bonds
(secondary market) funding vaccine
delivery to underserved people or
renewable energy projects

Signal that impact matters
+ Engage actively

E.g. Shareholder activist fund

E.g. Positively-screened/best-in-
class ESG fund using deep
shareholder engagement to
improve performance

E.g. Public or private equity fund
selecting and engaging with
businesses that have a significant
effect on education and health for
underserved people

Signal that impact matters

+ Grow new or under-
supplied capital markets

E.g. Anchor investment in a
negatively-screened real
estate fund in a frontier market

E.g. Positively-screened
infrastructure fund in a frontier
market

E.g. Bond fund anchoring primary
issuances by businesses that have a
significant effect on environmental
sustainability, access to clean water
and sanitation

Signal that impact matters

+ Engage actively

+ Grow new or under-
supplied capital markets

E.g. Positively-screened private
equity fund making anchor
investments in frontier markets

E.g. Private equity fund making anchor
investments in businesses that have a
significant effect on income and
employment for underserved people
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Signal that impact matters

+ Grow new or under-
supplied capital markets

+ Provide flexible capital

E.g. Below-market charity bonds, or

an unsecured debt fund focused on
businesses that have a significant effect
on employment for underserved people

Signal that impact matters

+ Engage actively

+ Grow new or under-
supplied capital markets

+ Provide flexible capital

E.g. Patient VC fund providing anchor
investment and active engagement to
businesses that have a significant effect
on energy access for underserved people

Source: Impact Management Project, THE INVESTOR'S PERSPECTIVE, Constructing a portfolio on the efficient impactfinancial frontier within one asset class
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Tycho Sneyers
Managing Partner, LGT Capital Partners and Board Member, UN PRI

“The most urgent and important topic humankind is facing is climate change.
Climate change bas become a top priority of most nations and citizens.”
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SDGs Matter for

Institutional Investors

by Filipe Pires de Albuquerque

The results of a recent survey were
released, summarizing the views of
alternative investors about ESG inte-
gration and the SDGs. Tycho Sneyers,
Managing Partner LGT Capital Part-
ners and Board Member of the UN
PRI comments on these results and
tells us what he believes are the most
pressing questions to address at the
moment.

The survey interviewed 207 partici-
pants from 28 countries, who invest
in private equity, real estate, private
debt, infrastructure and hedge funds.
The answers show that this group of
investors is clearly supportive of the
SDGs. A total of 91% of respondents
agree that “the SDGs will help the fi-
nancial industry to address pressing
environmental and social issues”. 89%
similarly felt that “the SDGs will help
investors to measure more specific
ESG outcomes” and 78% agreed that
“the SDGs will create new investment
opportunities.”

“What was particularly surprising was
the very high degree of support for
the SDGs from institutional investors
globally,” Tycho Sneyers comments.
“As the SDGs were set up as a frame-
work for governments and not as an
investment concept, we did not ex-
pect to see such a strong support for
the SDGs in the financial industry.
Although the active implementation
is somewhat lagging behind, the im-
portance of the SDGs for investors
exceeded our expectations.”

However, investors seem to be taking

their time to integrate the SDGs into
their activities. While a majority of
the investors LGT Capital Partners
surveyed had plans to incorporate the
goals by the end of 2021, only a small
number had already integrated the
SDGs into their reporting, assessment
or impact metrics.

Nonetheless, 18% of the investors al-
ready have concrete investment allo-
cation targets that are impact or SDG
related. Analysing this in more detail,
it becomes apparent that investors
who are more experienced with ESG
integration are also more likely to
have defined target allocations.

“In our opinion, a good way to get
started with the SDGs is to undertake
a high-level qualitative mapping of
which investments have a positive or
negative impact to the SDGs,” Sney-
ers advises. “We have recently seen an
uptake of this approach with various
investors.”

“What is much harder to achieve, es-
pecially given that there are not yet set
industry standards, is a quantitative
assessment of real impact based on
facts and figures,” he continues.

Encouragingly, according to the sur-
vey results, SDG integration will see
a strong uptake in the next two years
as 28% of investors state that they are
planning to implement allocation tar-
gets to impact and SDGs in this time
frame.

Exploring the focus of investors with
regard to the SDGs, the survey shows
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that goals related to a specific in-
vestment opportunity are ranked the
highest. These goals include Climate
Action, Affordable & Clean Energy
as well as Clean Water & Sanitation.
Asked to mention a number one goal,
SDG 13 (Climate Action) was placed
as the most important by 35% of in-
vestors surveyed, followed by SDG 3
(Good Health and Well-being), which
was the most important SDG for 9%
of investors. And 8% of investors re-
garded SDG 6 (Clean Water & Sanita-
tion) and SDG 7 (Affordable & Clean
Energy), as most important to them.

“The most urgent and important
topic humankind is facing is climate
change,” states Sneyers. “Climate
change has become a top priority of
most nations and citizens. This devel-
opment has been driven by two impor-
tant initiatives, the Paris agreement
on climate change as well as the adop-
tion of the SDGs by all UN member
states. Against this backdrop SDG 13
(Climate action) is the most impor
tant SDG, which holds also true for
investors as our survey has illustrated.”

The interviewees carried out a wide
range of roles, including portfolio
managers/Heads of Asset class (45%),
CEOs/CIOs (28%), ESG officers (11%)
and Trustee/Board Members (6%).
The investors surveyed came from
various parts of the financial indus-
try, such as pension funds (36%), en-
dowments/foundations/family offices
(20%), Investment management firms
(13%), bank/wealth managers (10%) as
well as insurers/reinsurers (89).

INVESTING ALONG THE 17 SHADES OF SDGs
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Shaping an Investment
Strategy Around the
Sustainable Development
Goals

by Christian Regnicoli, CAIA
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Just as consumers are becoming more
aware of the environmental and social
impacts of their consumption choices,
investors are paying increasing atten-
tion to the environmental and social
implications of their investment deci-
sions. More and more of these inves-
tors are using the SDGs as a frame-
work for their investment strategies.

As a universal call to action for a sus-
tainable future, the SDGs are creating
potentially enormous investment op-
portunities. According to the IFC, as
much as USD 7 trillion a year in global
investments will be needed to achieve
the SDGs by 2030 — including up to
USD 4.5 trillion in developing coun-
tries. The importance of private sector
investments to achieve these goals is
widely acknowledged.

‘What makes investing with the SDGs
in mind a compelling opportunity is
that investors do not need to compro-
mise on returns to generate impact.
Nor are they entering completely un-
chartered territory. Seasoned impact
investors - responsAbility, active in the
field for over 15 years, is one of them —
have demonstrated that it is possible
to consistently deliver high impact as
well as attractive returns.

Defining the mission and measuring
impact

As with all things, to find the adequate
SDG-aligned investment solution for
a particular portfolio will require in-
vestors to analyse their motives and
expectations. When decision makers
first decide to add SDG investments

NORDSIP INSIGHTS

Christian Regnicoli, CAIA
Head Institutional Clients
responsAbility

to their portfolio or shape their entire
investment strategy around the SDGs,
they will need to decide what they are
looking for and invest some time in
understanding what they are offered:
empower women or rural communi-
ties? Mitigate climate change? Ensure
food security?

Objectives vary according to the back
ground an investor may have — and
there are a series of different options
to fulfil these requirements. Most ob-
viously, climate change is one topic
that is raised time and again. As the
key to mitigate it will ultimately lie
with developments in emerging econ-
omies, this is an area where invest
ments in these markets can achieve
considerable impact. One of the funds
responsAbility manages, founded in
20009, is entirely dedicated to climate
change mitigation and we have seen
institutional investors like banks or
pension funds increase their engage-
ment over the past years.

On a much broader level, building up
adequate infrastructure in emerging
economies is proven to contribute to
almost all of the SDGs at the same
time. By investing in microfinance
institutions and SME banks, for in-
stance, investors actively contrib-
ute to creating a stable and inclusive
financial sector which helps broad
sections of the population to create
a livelihood and build resilience. Less
poverty translates into better health
and education, more equality and a
safer environment.

16

The last few years bave seen
surging interest in impact investing,
fuelled in particular by the
adoption of the UNs Sustainable
Development Goals (SDGs) in
2015. Experience in this area shows
that an investment strategy that
puts the SDGs at its centre can
generate sustainable impact as well
as competitive financial returns
—as long as investors observe a
number of key considerations when
choosing their investments.

So-called microfinance investments,
pioneered by asset managers like re-
sponsAbility, have now been around
for over 15 years and have long been
integrated into institutional portfo-
lios. Stable returns, low correlation
with other investment classes and the
potential to access to growth markets
through tried-and-tested investment
solutions make them a compelling
choice.

Agriculture: the super-sector for SDG
investments

For those seeking to maximise de-
velopment impact, however, experts
agree that there is one sector that
beats them all: agriculture. Studies
show that economic growth in the
agricultural sector is at least twice as
effective as growth in other sectors
in contributing to poverty reduction.
Some of the reasons:

Unsurprisingly, the agricul-
tural sector is the basis for
SDG 2, Zero Hunger. Few of
us are aware that some 80%
of food items are produced by small-
holder farmers and family businesses
around the world. To meet the in-
creasing demand for food of a growing
global population, a financing gap of
some US$150 billion needs to be filled.

The sector is also crucial as a [Py
. ECONOMIC GROWTH|
source of income. In emerg- M
ing economies it accounts '
for 31% of economic output
and 34% of employment. Rural areas
tend to be the most deprived regions,
even within low-income economies.

Creating employment and [}
ensuring smallholder farms
can live off their work is a
crucial element in the quest
to end poverty.

Equally, agriculture is where
investors can truly create
impact when it comes to en-
vironmental protection and
the safeguarding of healthy
ecosystems. The sector ac-
counts for 10% to 12% of
total greenhouse gas emis-
sions. Promoting sustainable
and more resource-efficient
production methods helps
to address climate change
— through carbon sequestra-
tion, the prevention of soil
erosion, safeguarding biodi-
versity as well as better water
management.

6 CGLEANWATER

Agriculture Private Debt: investments
for bigh impact

There are different possibilities of in-
vesting in agriculture with the SDGs
in mind. As with any other invest-
ment, investors should explore the
available investment opportunities,
identifying how they could comple-
ment their portfolios while keeping
an eye on the actual impact they are
likely to generate.

Initial factors to assess are the same
as for any other investment: the in-
vestment’s correlation with the other
portfolio investments; its risk-return
profile; its liquidity, and its diversify-
ing properties. To explain this, let’s
take a look at responsAbility-man-
aged private debt funds in the area of
sustainable agriculture, which largely
benefit agricultural SMEs and small-
holder communities associated with
them:

The asset class, Emerging Markets
(EM) Private Debt, provides investors
with access to an unexploited growth
market, new assets, opportunities and
returns by providing loans to private
companies in developing countries.
It also offers attractive long-term
risk-adjusted yields. Particularly in the
current low-interest environment and
thanks to its low correlation with other
asset classes, the asset class can serve
as a valuable portfolio diversifier. This

makes it an interesting investment al-
ternative which has been garnering in-
creasing attention, particularly among
institutional investors.

Looking at responsibility’s Private
Debt portfolio in sustainable agricul-
ture, the annualized performance over
the last five years (net of fees - TER
1.9%) was 3.91%. This comes with low
correlation with traditional, listed EM
Debt and lower volatility than that as-
set class.

What is ‘high impact’?

Gauging the likely impact of an in-
vestment is a more complex matter,
which is compounded by the fact that
a flurry of supposedly SDG-aligned
investment products has hit the mar-
ket since SDG investing has become
in vogue. Investors who are unlikely
to settle for mediocre financial per-
formance also will be reluctant not
accept mediocrity when it comes to
impact. To avoid “impact-washing” I
recommend to seek out investments
with a direct impact and be sure that
they understand whether and how
that impact is measured.

The good news is that, in the area of
sustainable agriculture, quantifying
the effect of impact investments is
relatively easy. A glimpse at the impact
reported by responsAbility-managed
Private Debt funds in the area of sus-
tainable agriculture for the year 2017
illustrates this.

The funds provided loans totalling
US$250 million to 124 borrowers
in the agricultural sectorwith 420 af-
filiated companies benefiting indi-
rectly from these loans. These invest-
ments reached 495,650 smallholder
farmers and 535 intermediaries in
51 countries. The portfolio compa-
nies generated total sales of US$2.84
billion, 33% of which was certified as
sustainable, while US$2.25 billion
flowed to smallholder farmers through
the purchase of their products. The
portfolio companies employed a total
of 28,797 workers, 24% of whom
were women and invested US$3.9
million in the education and training
of staff as well as the smallholder farm-
ers who act as suppliers. In addition,
responsAbility can identify which sus-
tainability standards investees have
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complied with, and whether they in-
vest in energy efficiency and renewa-
ble energies.

Investing in the SDGs: a worthwhile
opportunity

This is just one example of how to eval-
uate at an SDG-related investment for
its performance when it comes to im-
pact. While there is no universally ac-
cepted measurement system, investors
can understand what they are offered
by asking the right questions — which
will come more easily as investors gain
experience in the field. In turn, they
will be rewarded with access to unique
growth markets and investments that
create market-based returns at the
same time as sustainable impact.

Investors’ growing interest in the im-
pact of their investments is a huge
opportunity to progress the SDGs,
and sends a clear signal to the market
that investment capital can help solve
some of the world’s most pressing
challenges. In addition, by adopting an
SDG-aligned investment strategy, in-
vestors can more clearly communicate
how they are considering ESG factors
in their investment decisions and how
their investments contribute to the
broader priorities of global society.

5 STEPS TO ALIGN YOUR PORTFOLIO
TO THE SDGS

I Understand your purpose

What impact do you want to
achieve?

2, Choose your investment area
Sector? Geography? Investment
philosophy?

3 Understand its SDG potential

‘What are the specific key perfor-
mance indicators?

4 Choose your product specification
Asset class? Risk-return profile?
Liquidity?

5’ Choose your investment solution

Assess financial performance as
well as impact

INVESTING ALONG THE 17 SHADES OF SDGs
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ESG Integration and
Investing in the SDGs:
Why and How?

by Filipe Pires de Albuquerque
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Stephanie Maier
Director, Responsible Investments
HSBC GAM
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Since the establishment of the Principles for Responsible Investments

(PRI) in 2006, investors bave focused on the role of ESG in

informing decisions at the asset class level. However, the focus is

shifting to strategic asset allocation, according to Stephanie Maier,
Director for Responsible Investments at HSBC GAM.

“We believe that ESG issues are mate-
rial to our investment decisions,” says
Stephanie Maier. “We were early adop-
ters of the PRI and in 2007, under the
direction of our Global CIO, moved
quickly to launch a central ESG data
platform and training for all of our an-
alysts and fund managers.”

ESG integration into the invest-
ment process allows the bank to un-
derstand the complexities of global
megatrends, such as climate change.
Thus equipped, investors can position
themselves to manage the emerging
risks and opportunities associated
with these new paradigms. Through
thoughtful ESG integration, Maier ar-
gues investors can guarantee the long-
term profitability of their portfolios
while helping the world to remain on a
sustainable development path.

The Portfolio Impact
of Climate Change

To the sustainability specialist, ESG
integration is not a fad. It is a tool
with which to enhance asset manage-
ment and inform investment decisions
beyond the purely financial considera-
tions that have traditionally been the
norm. Along the environmental track
of ESG, interest has been increasing in
models that simulate and forecast the
effects of climate change on GDP and
asset returns. Academic research' sug-
gests that in a scenario where global
temperatures rise by 4°C by 2100, the
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GDP may fall by 10.5% in the USA,
13% in Canada and 12% in Switzer

land.

HSBC’s in-house research echoes
these concerns. “Since the end of 2017
we incorporate climate considerations
as part of our ESG integration,” the
Director for Responsible Investments
explains. “However, with the launch
of the Taskforce on Climate-related
Financial Disclosure (TCFD) recom-
mendations, we started working on
the impact of different transition sce-
narios on equity valuations and then
credit ratings”.

HSBC has developed® a four-stage
approach with which to consider the
impact of the low-carbon transition
on a diversified equity portfolio. The
approach combines scenario design,
top-down integrated assessment mod-
elling and bottom-up value stream
modelling to estimate equity impacts.
It begins by identifying low carbon
transition pathways based on expert
assessment of policy and technologi-
cal uncertainties. HSBC then incorpo-
rates these assumptions into an inte-
grated assessment model of revenues
and costs that are, in turn, treated as
an input for companies’ returns.

“We learned a lot in the process {of
applying this modell about how the
changes in climate policy and tech-
nology impact company valuations,”
Maier says. “As you would expect, cer-
tain scenarios are more challenging for
specific sectors, but there is also signif-

icant variation within sectors with clear winners
and losers. These insights inform our integration
and engagement efforts.”

The SDGs and
Closing the Investment Gap

The UN’s 17 Sustainable Development Goals
(SDGs) represent another useful lens through
which investors can identify investment oppor-
tunities and potential sources of global GDP
growth. Covering topics such as climate change,
human rights, inequality and economic growth,
the goals were initially aimed at policy makers.
However, the SDGs also matter for long term in-
vestors. “Failure to achieve the SDGs can present
significant sources of systemic risk, in particular
for large universal asset owners,” Maier argues.

The danger is material. Estimates suggest that, at
current levels, the world is US$1.9-3.1 trillion be-
hind on the US$5-7 trillion of annual investment
required to meet the SDGs over the years of 2015
to 2030.

Taking into account the sustainability impact of
each asset class enhances asset managers’ unders-
tanding of the efficient investment frontier and
can result in a more meaningful allocation of ca-
pital to SDG-aligned investments, according to
HSBC’s Director for Responsible Investments.

Financing the SDGs Through
Green Bond Funds

“We are committed to mobilising capital into
projects that deliver on SDGs by collaborating
with institutional investors, development finance
institutions and policy-makers,” Maier explains.

Financially, HSBC has focused on supporting
the green bond market. “Green bonds are an ex-
cellent asset class through which we can deliver
impact due to the clarity around the use of pro-
ceeds,” the Director for Responsible Investments
explains. “To date, we have seen most green bond
issues in developed markets and a few notable
emerging markets. Financials have also tended to
dominate.”

However, Maier argues that the market needs to
grow if we are to meet SDGs. HSBC can help
by helping issuers fund their projects. “Cataly-
sing new issues from real economy corporates,
delivering capital in the markets where we need
to finance the low carbon transition is a huge
challenge,” she says. For HSBC, the role of green
bond funds is clear. “Increasingly, we are also se-
eing institutional investors signalling appetite
for investments that mobilise capital to address
systemic sustainability challenges such as climate
change,” says the responsible investments spe-

Thttps://www.nber.org/papers/w26167

cialist. “This appetite for sustainability sends a
strong signal to issuers and creates an incentive
for us to find solutions, such as the HSBC Real
Economy Green Investment Opportunity (RE-
GIO) GEM Bond fund,” she adds.

Building Green Bond Capacity

Investing in Green bonds can be challenging. As
an investor, HSBC requires clarity and transpar-
ency from the green bond issuers it invests in.
At the same time, it also needed to invest in the
internal expertise and capacity to judge the qual-
ity and evolution of these projects. Beyond the
general training it has provided its employees,
specialist stewardship and ESG research teams
also provide ESG integration and engagement
support to the analysts and fund managers. “We
continually review our ESG data sources, tools
and training to best support our teams,” says the
Director for Responsible Investments.

But HSBC has also invested in Green bond-spe-
cific processes and dedicated resources. “We
need to have clarity around the types of activities
we would include within an impact fund,” Maier
explains. She notes that the analysis often needs
to go beyond what is offered by existing stand-
ards. “The current Green Bond Principles outline
broad categories for eligible activities. Neverthe-
less, in assessing whether a green bond is deliver-
ing impact in line with the SDGs, we need to be
more specific about for the types of project we
would consider.

The need for added sophistication drove HSBC
to develop its own classification model of what
constitutes a green investment, the ‘Green Im-
pact Investment Guidelines’. “We define the ac-
tivities we consider to be ‘green’ and map these to
specific SDG targets,” the Director for Responsi-
ble Investments says. “We developed the frame-
work with input from several development fi-
nance institutions, which was invaluable.” These
guidelines standardise and clarify what invest-
ments HSBC is willing to engage with in-house
analysts as well as to potential investees.

“We also have a dedicated Green bonds commit-
tee. It is responsible for ensuring that any green
bond we invest, within our impact strategies,
meets the requirements of the Green Impact In-
vestment Guidelines,” she explains. “The guide-
lines cover not just the use of proceeds but also
the sustainability requirements of the issuers.”

“As the debate deepens, we may see a greater focus
on aligning strategic asset allocation to achieve
tangible sustainability impacts. Such a shift will
unlock more capital to finance the SDGs while
delivering on risk and return objectives,” Maier
concludes.

Zhttps://www.assetmanagement.hshc.co.uk/-/media/files/attachments/uk/common/exploring-scenario-analysis-for-equity-valuations. pdf
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MDB Bonds

Solid Yields for SDG-Supportive Investments

by Filipe Pires de Albuquerque

One of the main hurdles to achieving the UN ambitious sustainable development goals
(8DGs) set out in 2015 by the UN’s Agenda 2030 is galvanising the necessary funds
towards these ends.

At the forefront of this struggle, Multilateral Development Banks (MDBs) have spent
the last seven decades refining the expertise necessary to succeed in this journey. Now,
new indexes and ETFs make it possible for investors to belp MDBs close the US$ 2.5
trillion SDG funding gap while accessing an attractive low-risk asset class.
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Stable and attractive yields

MDBs are supranational financial institutions
dedicated to providing financial support and
know-how for economic and social development
projects. Also known as multinational lending in-
stitutions (MLIs), they were established between
the 1940s and 1960s both to ensure that funding
for development would be available at reasonable
terms and to support emerging markets in their
economic convergence.

These banks’ ownership is split between multi-
ple member states. MDBs are more policy- than
profit-driven. Lending criteria are prudently de-
termined and, besides the banks’ status as pre-
ferred creditors, guarantees from a government
are usually required to grant loans to specific
home-country projects. Due to strong backing
by G7 countries and robust capital position, su-
pranational banks feature high credit ratings and
have access to the bond market at low funding
rates.

Due to their high, stable credit ratings and re-
silience to weakening in the credit quality of
their member countries, bonds of the largest
global MDBs should not offer a credit risk pre-
mium over benchmark government bonds like
US Treasuries in USD or German Bunds in EUR.
MDBs do however offer extra yield, which over
the past three years ranged from 5 to 25 basis
points (bps). This incremental yield is partly a
compensation to investors for slightly lower mar-

ket liquidity.
A natural fit to fund the SDGs

MDBs’ mission to fuel inclusive economic de-
velopment and convergence naturally positions
them to target projects that support the SDGs,
so that MDB bonds are a are natural fit for ESG
and socially responsible investors.

The International Bank for Reconstructions and
Development (IBRD), the International Finance
Corporation (IFC) and International Develop-
ment Association (IDA) as well as the Europe-
an Bank for Reconstructions and Development
(EBRD), the Asian Development Bank (ADB)
and the African Development Bank (AfDB) have
issued various bonds, for which the use of pro-
ceeds is targeted at fulfilling the SDGs, includ-
ing gender equality (SDGs), good health and
well-being (SDG3), responsible consumption and
production (SDG12) and climate action (SDGr13)
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clean water and sanitation (SDG®6), life below
water (SDG14) and no poverty (SDG1) and zero
hunger (SDG2).

These projects involve creating physical infra-
structure such as roads, railways, bridges, tele-
communication, water management facilities, so-
lar and wind farms, schools, hospitals and other
social infrastructure projects.

Investors can support the 2030 agenda and in-
vest in MDB bonds through funds that track
the “Solactive UBS Global Multilateral Devel-
opment Bank Bond” index family, introduced in
the Spring of 2018. One such example, the Solac-
tive UBS Global Multilateral Development Bank
Bond USD 25% Issuer Capped Index” focuses
on MDB fixed rate bullet or callable internation-
al bonds, rated no less than AA- (S&P) or AA3
(Moody’s), denominated in US Dollars, with a
minimum of US$ 500 million outstanding with
more than 12-month time to maturity. Each is-
suer is weighted by market capitalisation and
capped at 25% of the index.

The index offers higher yields compared to du-
ration-matched US Treasuries with an option
adjusted spread of 6 basis points (bps) (as of Sep-
tember 2019). Provided no defaults are incurred
on this triple-A portfolio going forward, the
mentioned 6 bps is suggestive of expected out-
performance of similar magnitude. Historically,
the option adjusted spread over the past eight
years gradually compressed from 45 bps to the
current level. The index duration is just above
3 years, while yield-to-maturity has increased in
the recent period to 3.3%.

By investing in this index, investors can gain
exposure to MDB bonds and the impact invest-
ments they conduct across the SDGs, their high-
grade certified by triple-A issuer ratings, good li-
quidity, and a modest yield-pickup relative to US
Treasuries.

UBS offers an ETF in this spirit, the “UBS ETF
(LU) Sustainable Development Bank Bonds
UCITS ETF”, which is available in accumulating
and distributing share classes, in USD, or hedged
to Swiss Franc or to the Euro. The funds’ hold-
ings replicate the benchmark and provide a di-
versified exposure to sustainable bonds issued by
IBRD, IFC, IDA, EBRD AfDB and ADB.
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Real
Assets

Addressing the SDGs
with the long term in sight

by Aline Reichenberg Gustafsson, CFA
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Achieving the Sustainable Investment Goals
requires long-term capital commatments,
which is sometimes difficult to accomplish
through liquid investment vehicles. At a
recent event in Gothenburg, on the west
coast of Sweden, NordSIP found three real
asset investment strategies which contribute
to the SDGs in different ways. While the
managers bave not chosen to highlight the
goals specifically, we found a strong fit with
some of the goals’ underlying targets for each
strategy, and not necessarily the eastest to

address profitably.

Goal 2 — Zero Hunger

Not many investment strategies can relate to
such an important goal as goal 2 “Zero Hunger”.
“A profound change of the global food and agri-
culture system is needed if we are to nourish the
815 million people who are hungry today and the
additional 2 billion people at risk of undernour-
ishment by 2050. Investments in agriculture are
crucial to increasing the capacity for agricultur-
al productivity, and sustainable food production
systems are necessary to help alleviate the perils
of hunger,” the UN states.

Nick Tapp at investment manager and farmer,
Craigmore, makes a compelling argument for
why investing in New Zealand agriculture is a
sound choice, both from a financial and from a
sustainability point of view. While the under
lying fundamental demand trend is strong, the
asset class is particularly unusual for several
reasons. In several countries, the government
impose restrictions on institutional ownership
of farmland, for instance. The revenue may be
uncorrelated to equity markets, but the inherent
exposure to the weather, commodities market
and even political risk requires a particular type
of expertise. These risks are well known, they
can be analysed and controlled for, but too few
perform the needed work, according to Tapp.
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New Zealand is particularly attractive for ag-
ricultural investments. It is politically secure,
and its geographical location is ideal: it enjoys
the sunshine of Spain and the rainfall of Ireland.
Rain provides reliable irrigation, and since grass
grows abundantly all year round, cattle can graze
on natural feed, which is more cost effective,
more climate-friendly, and healthier than the
soy- or maize-based feed most other countries
rely on. This means that New Zealand has a glob-
al competitive advantage to provide low-cost
dairy. Without the weight of water, powdered
milk can be shipped to deliver cost-efficient an-
imal proteins to feed people around the world,
particularly to neighbouring Asian countries.

SDG Target 2.4 aims at “ensuring sustainable
food production systems and implement resil-
ient agricultural practices that increase produc-
tivity and production (...)” Interestingly, Tapp
points out, New Zealand has abolished farm
subsidies. This means that agriculture has be-
come a highly innovative, competitive and more
productive industry. This radical change in gov-
ernment policy has encouraged the industry
to focus on what the farms can do well. Young
entrepreneurial minds are attracted by the chal-
lenges and opportunities offered by this dynam-
ic agricultural sector, instead of concentrating
on urban jobs.

For Tapp, agriculture can develop competitive
advantages by focusing on details. “Have you
ever tried a ‘golden kiwi?” he asks. “It is trans-
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formational! Demand for this fruit has become
stratospheric.” The breeding of this new variety
of kiwifruit illustrates what the agricultural sec-
tor is capable off when they are given the means
to invest competence in generating sustainable
revenues. Such adaptability becomes increasing-
ly crucial, as climate change disturbs the mete-
orological balance agriculture relies on to opti-
mise food production.

At Craigmore, ESG management doesn’t stop at
avoiding risks, but it is an integral part of the
business culture. The farmers that manage prop-
erties owned by the Craigmore Partnerships are
co-owners and together work on long-term tar-
gets that are aimed at improving the environ-
ment and communities.

Goal 15 — Life on Land

“Forests cover 30.7 per cent of the Earth’s sur-
face and, in addition to providing food security
and shelter, they are key to combating climate
change, protecting biodiversity and the homes
of the indigenous population. By protecting for-
ests, we will also be able to strengthen natural
resource management and increase land pro-
ductivity,” say the United Nations about goal 15,
“Life on Land”.

At Finnish-based United Bankers, Kari Kangas
has been in charge of the UB Timberland fund

Kari Kangas
UB Timberland
United Bankers
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since inception in 2016. He has a strong back-
ground in forestry and firmly believes in the
benefits of responsible forest ownership. In Fin-
land, 632,000 private forest owners currently
own 60% of the forests, while 26% belong to
the State of Finland, 9% to companies and 5% to
the church, municipalities and other smaller en-
tities. Kangas and his team are some of the few
professional investors active in consolidating
the market, and professionalising forest man-
agement, by practising what United Bankers call
“Rational Forestry.”

One driver of the philosophy is, of course, the
Finnish Forest Act, which requires age manage-
ment and continuous cover forestry. This means
that the practice of clearcutting (i.e. cutting
down entire sections of a forest) has become
rare, which is essential for the preservation of
biodiversity, for example. The second target of
SDG 15 specifically states the importance to
“promote the implementation of sustainable
management of all types of forests.” Operating
sustainably can also generate positive financial
performance. Management costs in the UB
Timberland fund are lower on average than for
other owners who do not apply UB’s forestry
management practices.
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The second leg of UB’s Rational Forestry is the
Program for the Endorsement of Forest Certifi-
cation (PEFC), an international forest certifica-
tion system promoting ecologically, socially and
economically sustainable forestry throughout
the world. To meet the organisation’s certifica-
tion requirements, forest management must sat-
isfy specific standards concerning biodiversity,
forest health and maintenance, as well as recre-
ational use.

Furthermore, net forest growth must also re-
main positive over more extended periods,
which contributes to an increased carbon sink.
In other words, forests store more carbon diox-
ide than it releases into the atmosphere. Overall,
Finnish carbon storage reserves as a function of
timber and soil, continue to grow and represents
over 100 million m3 per year. As such, timber
land investments also contribute to mitigating
climate change and represents a partial solution
to achieving more climate-neutral portfolios.

When considering the entire value chain forest-
ry belongs to, pulp production location and car-
bon leakage must also form part of the equation
when talking about climate change. Keeping
production capacity local, close to the forests, is
critical in strengthening climate change mitiga-
tion efforts. A responsible owner of forest land
must, therefore, support initiatives for domes-
tic production and supply of raw materials from
local properties. When trees are used as wood
for construction, they will continue to store
carbon dioxide for many years. When they are
transformed into pulp and paper products, they
may not last so long, but they may significant-
ly contribute to replacing plastic in consumer
and industrial products and packaging. Goal 12
“Responsible Consumption and Production” in-
cludes target 12.2, which prescribes to achieve
sustainable management and efficient use of
natural resources by 2030. The use of renewa-
ble forest-based products can take a significant
part in that equation. Investing in timberland,
therefore, not only represents a positive climate
investment today, but it will likely benefit from
positive demand shifts going forward.

Goals 9 — Industries, Innovation and
Infrastructure

Infrastructure may come to mind quickly to any
investor thinking of linking the SDGs to real as-
sets. Whether in developing countries or mature
economies, infrastructure needs to be upgraded
to accommodate a larger world population and
gain efficiencies. Goal 9 “Industries, Innovation
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and Infrastructure” is probably the
most obvious of the 17 goals for this
asset class. Target 9.4, for example,
aims at “upgrading infrastructure and
retrofit industries to make them sus-
tainable, with increased resource-use
efficiency and greater adoption of
clean and environmentally sound
technologies and industrial processes”
(...) by 2030. Goals 6 “Clean water and
sanitation” and 7 “affordable and clean
energy” are also central for many infra-
structure projects.

Regardless of the SDGs, Infrastruc-
ture investments are long-term in
nature. Sustainability is, therefore, a
necessary feature in any project. Some
investors cite investments made only
10 or 1§ years ago, that increased envi-
ronmental concerns have already made
obsolete. At Obligo, an Oslo- and
Stockholm-based specialised manager
focused on real estate, infrastructure
and shipping, ESG integration re-
sides at the centre of the investment
process. The company is also the first
Nordic signatory of GRESB Infra-
structure, an investor-led organisation
which benchmarks ESG performance
for real assets. It also provides a stand-
ardised ESG reporting methodology
specially targeted at infrastructure, as
well as data, screening criteria and se-
lection process.

i
In recent years, infrastructure as an
asset class has increased in popularity
among investors looking to diversi-
fy from highly valued real estate and
hoping to capture some additional
return from a long-term illiquidity
discount. Given the nature of infra-
structure projects, however, the asset
class remains mostly accessible only
to investors with substantial portfoli-
os. While direct investments require
a high degree of expertise and signifi-
cant amounts of capital, infrastructure
funds offer better access, but mini-
mum investments remain high, and
the internal manager selection and
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uh
monitoring processes are costly.

Obligo proposes, therefore, a fund-
of-funds strategy, which also presents
better diversification characteristics
than many investors can achieve on
their own. Given that the time hori-
zon of infrastructure funds typically
exceeds that of other private equity
vehicles, obtaining a suitable vintage
mix can prove particularly challeng-
ing for single investors. The high lev-
el of required expertise also results in
sector concentrations, which may be
challenging to diversify when mini-
mum investments are so significant.
The costs of a fund-of-fund may wor-
ry some organisations, but the bene-
fits on an asset allocation over time
may prove substantial, nonetheless.
As Peter Lindbom showed investors
in Gothenburg, a 15% allocation to
OECD infrastructure to a conserva-
tive institutional portfolio composed
of bonds, equity, real estate and cash,
can improve historical returns over 20
years by 70 basis points, while reduc-
ing maximum annual drawdowns and
historical volatility.

Investors looking at allocating capital
to the SDGs can find opportunities
in all asset classes, but few funds can
address goals 2, 9 and 15 as effectively
as real assets while providing relatively
safe returns and very low correlation
to equity and fixed income markets.
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and
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by John G. Levy, CAIA
Raymond J. Jacobs
Riccardo Abello

For Professional Client Use Only. Not for Distribution to Retail Clients. This material does not constitute investment advice or an invitation to apply for securities. In-
vestments involve risk. The value of investments can go down as well as up, and investors may not get back the full amount invested.

Issued by Franklin Templeton International Services S.&.r.l. (FTIS), Swedish branch filial, Blasieholmsgatan 5, SE-111 48 Stockholm, Sweden. Phone: +46 (0) 8 545 01230, FTIS is authorised and regulated in the Luxemburg by the Commission de Surveillance du Secteur
Financier and is authorized to conduct certain financial services in Denmark, in Sweden, in Norway and in Finland.
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Since the 2008 financial crisis and its
aftermath, governments across Europe
have been struggling to meet the grow-
ing demand for the building blocks of
strong communities — affordable hous-
ing, schools and libraries, and hospitals
and nursing homes. Between 2009 and
2016, private investment in social infra-
structure grew to €247 billion, accord-
ing to Preqin and McKinsey:.

These assets are particularly attractive
to long-term investors because they of-
fer a dual return: an above-market rate
financial return that typically comes
from long-term lease contracts, and an
impact return, which is the measura-
ble improvement in the quality of life
of communities resulting from invest-

John G. Levy, CAIA
Director of Impact,
Franklin Real Asset

Advisors

ments that upgrade a school or a hospi-
tal, for example, or increase the supply
of social housing.

The tools available to measure finan-
cial performance are straightforward.
But how should investors measure the
social and environmental impact of in-
vestments in social infrastructure?

Towards a framework for measuring
impact

Impact investing is a relatively new
field, and like many frontier disciplines,
it suffers from varying expectations
of investors, a fragmentation of ap-
proaches and a lack of standardisation
for measuring and managing the social

Exhibit 1. Creating Social and Environmental Impact in Social Infrastructure.

Healthcare Education

Theory of change

CHALLENGE

L
Il

Justice and
Emergen

CONTRIBUTIONS

Lack of quality Social
Infrastructure across Europe

Raymond J. Jacobs
Managing Director,
Franklin Real Asset

Advisors

Riccardo Abello
Senior VP,

Franklin Real Asset
Advisors

and environmental outcomes of invest-
ments.

Efforts are under way to define poten-
tial and actual impacts but we still lack
the long-term data that would allow
investors to compare the results of dif-
ferent approaches to impact investing.

At Franklin Templeton, our Real As-
sets team proposes a three-step theory
of change for measuring and manag-
ing impact in social infrastructure in-
vestments: identifying the challenges,
defining our potential contribution
to solutions, and finally achieving im-
pact which we measure and manage
throughout the life of each asset.

IMPACT

Aligned capital

Function enhancement
Environmental upgrades
Purpose-driven development
Stakeholder partnerships

Source: Franklin Templeton. For illustrative and discussion purposes only
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More hired, housed, healthy
and happy communities

The challenge

It is important to begin by identifying the challenges we seek to address and
aligning them with the United Nations’ Sustainable Development Goals. In the
case of social infrastructure, we believe these challenges can be grouped into
two categories — community and environment.

The community challenge is straightforward: there is an inadequate supply of
quality social infrastructure in Europe. The environmental challenge has many
dimensions — global warming, water scarcity, biodiversity, to name but a few.

Take climate action. By many measures, buildings use more energy than either
industry or transport and account for 20 per cent of global greenhouse gas
emissions, according to a January 2016 World Economic Forum report , which
also calculates that buildings generate 30 per cent of all the waste in the EU.
Our climate challenge, therefore, is to reduce the climate footprint of social
infrastructure assets.

The Contribution of Investors and Managers

Once the challenges are set, investors need to define the ways in which they can
make a difference. Here are five broad ways in which we believe we can do so.

mn

ALIGNED
LONG-TERM
CAPITAL

ALIGNED LONG-TERM CAPITAL

It refers to how investors and managers of social infrastruc-
ture assets can align long-term capital in order to be reliable
stewards of the assets they hold. In some arrangements, like
a buy-and-lease-back, we can free up much-needed public
capital and provide liquidity to municipalities.

FUNCTION ENHANCEMENTS

This contribution speaks about investors’ ability to create
a positive social impact by serving communities better —
through investments that renovate or deliver new afforda-
ble housing, for example, or increase the space available for
community living.

ENVIRONMENTAL UPGRADES
Third, building renovations can also create a positive en-
, vironmental impact by reducing pollution (installing solar
heating, for example), saving water, improving energy effi-
ENVIRONMENTAL  clency and encouraging the responsible recycling and dis-
UPGRADES posal of waste.

X
~

PURPOSE-DRIVEN

PURPOSE-DRIVEN DEVELOPMENTS

Select investment opportunities may arise for purpose-driv-
en developments, such as converting a warehouse or factory
into buildings with a social purpose.

DEVELOPMENT
STAKEHOLDER PARTNERSHIPS
Stakeholder engagement is the fifth, crucial, way in which
social infrastructure investors and managers can make a dif-
ference. Tenant and community partnerships, for example,
STAKEHOLDER  can help investors identify the need for co-working spaces

PARTNERSHIPS o childcare facilities.
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By ensuring that investments include
one or more of these five actions, it
is possible to track how investments
are better serving communities and
nature.

Impact must be measured to be
managed

‘We believe that measuring the impact
is not just a matter of looking at the
end result. Our goals must be met at
a cost acceptable to investors, and
this requires integrating impact man-
agement throughout the investment
process: sourcing, due diligence, port-
folio construction and monitoring &
reporting.

At Franklin Templeton, we do this
with tools that give us continuous
feedback on our impact objectives,
measuring our progress in a way that
allows the roadmap to be corrected
or reassessed as needed. We believe
this is the best approach to align in-
vestment and impact considerations
at every step.

It’s clear that not all possible avenues
of impact are economically viable. To
this end, we have created an internal
impact rating system that measures
the current and projected state of each
asset’s community and environmental
performance. This proprietary rating
system is rooted in industry metrics
such as IRIS impact standards. Pro-
gress can be quantified by tracking
key performance metrics over time.

Social infrastructure plays a critical
role in the health and vibrancy of local
communities. As physical assets, they
also have an impact on the health of
our planet. By bringing impact-fo-
cused private capital to the social
infrastructure space, the communi-
ty and environmental performance
of these assets can be markedly im-
proved. But in order to achieve social
infrastructure’s full potential for dual
returns, non-financial impacts must
be measured as well as managed.

"Environmental Sustainability Principles for the Real Estate
ndustry" World Economic Forum, World Economic Forum
Industry Agenda Council on the Future of Real Estate &
Urbanization and World Bank January 2016
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Impact
Investing

Imagining the Next
Evolution in Economies and
Finance

by Gavin Power

PIMCO

A

>

This article contains the current opinions of the manager and such opinions are subject to change without notice. This article has been distributed for informational purposes only and should not be considered as investment advice or a recommendation of any particular
security, strategy or investment product. Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. No part of this article may be reproduced in any form, or referred to in any other publication, without express written
permission. PIMCO is a trademark or registered trademark of Allianz Asset Management of America L.P. in the United States and throughout the world. ©2019, PIMCO.
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Impact investing is anchored in a
fundamental belief that over the long
term, healthy societies and healthy
markets go hand-in-hand.

In October, the global conservation organiza-
tion WWF issued a landmark study that should
— in this writer’s view — be required reading for
the investment community. Titled “The Living
Planet Report 2018: Aiming Higher,” and based
on deep empirical evidence and analysis of glob-
al trends, this paper credibly posits that we are
on the cusp of a truly historical transformation
— one that will affect markets, economies and
societies everywhere. And this transformation
is not good.

The report’s driving argument is that exploding
human consumption — and related demands for
resources including energy, land and water — is
now stretching Earth’s systems to a breaking
point. “There cannot be a healthy, happy and
prosperous future for people on a planet with a
destabilized climate, depleted oceans and rivers,
degraded land and empty forests, all stripped of
biodiversity, the web of life that sustains us all,”
the report states, noting that “natural capital”
and its benefits to economic activity is estimat-
ed to be worth around $125 trillion a year.

NORDSIP INSIGHTS

Gavin Power
Chief of Sustainable Development
PIMCO

While the focus of this report is primarily on
environmental issues, it also addresses major so-
cioeconomic disturbances, including inequality
in the distribution of wealth and resources with-
in numerous societies — with clear connections
to political and social upheavals and tensions. In
turn, these disturbances could have critical im-
plications for the economy. The Financial Times
published a lead editorial on the report, so com-
pelling were the links to the macroeconomic
performance of economies, sectors and financial
markets.

So, what does this have to do with the advancing
field of impact investing? In a word: everything.

Impact investing: addressing the influences of
buman activity globally

At its heart, impact investing — as it is evolving
today — represents an important shift in invest-
ment mindset, and one that holds the potential
to change the arc of human history in ways likely
to benefit economies and markets. Understand-
ing the damaging transformational impacts that
human activity — in economic, social and envi-
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ronmental terms — is causing in myriad systems,
today’s impact investors seek to unite financial
returns with positive impacts that at a minimum
are doing no harm and at the maximum are de-
livering meaningful and measurable beneficial
outcomes to people and planet — blunting or
even reversing the malign impacts. This is both
a financially grounded and ethically motivated
agenda anchored in a fundamental belief that
over the long term — or super-secular horizon, if
you will — healthy societies and healthy markets
go hand-in-hand.

Impact investing may need to become a defin-
ing philosophy for the global investment com-
munity — augmenting and, at some future stage,
perhaps even supplanting today’s more risk-ori-
ented ESG (environmental, social, governance)
investing movement and, in the process, truly
aligning finance and society in ways beneficial
to all.

This will take some time and effort as even the
multitude of ESG strategies currently offered
across markets globally don’t represent the com-
plete spectrum of investment asset classes. And
in too many firms, ESG remains siloed and con-
sidered an exotic — or worse, eccentric — area.
ESG’s focus on managing key environmental,
social and governance risks is designed to sup-
port positive societal outcomes in addition to
offering risk-adjusted return potential, and thus
ESG embraces in many ways the principles of
impact investing. After all, ESG investing can
help remove obstacles to global sustainable de-
velopment and foster critical change. Impact
investing simply shifts the focus even further
by enshrining positive societal outcomes as key
investment objectives.

Impact investing could help create a brighter fu-
ture for societies, economies and markets, but
there is much runway to cover. A recent survey
by RBC Global Asset Management found 29%
of institutional investors said they expect to al-
locate funds to impact investing in the next one
to five years, noting that this is up from 20% in
2017. So, a majority is not switched on - yet.

How do we help propel impact investing?

First, we need to innovate and create new strat-
egies that recognize and target the inherent fi-
nancial opportunities. Impact investing can and
does create results: For example, see the multi-

37

lateral development banks whose portfolios and
books of private sector investments show long
track records of revenue-generating projects and
assets that are delivering measurable develop-
ment impacts in social and environmental terms.

Another area of significant opportunity relates
to so-called sustainability bonds — be they green
bonds, social bonds or SDG bonds (more on
the UN Sustainable Development Goals in a
moment). Building on the fast-growing market
in green bonds, we at PIMCO see enormous
promise in new bond issuance by companies and
sovereigns that addresses key societal challeng-
es related to health, gender, education or infra-
structure more broadly.

Second, we need to fully embrace the UN Sus-
tainable Development Goals and impact invest-
ing’s overarching framework. As a former UN
official, I can relay that the SDGs and the re-
lated targets were painstakingly developed via a
deeply consultative and informed global process,
bringing together the world’s leading subject ex-
perts, policymakers and leaders from business
and civil society.

The SDGs’ 17 socioeconomic and environmen-
tal goals can be seen as a gift to investors and
should be used as the global framework to direct
and measure impact investing strategies.

Third, at this crucial juncture, we need to break
down professional siloes and collaborate as nev-
er before. The UN is doing important work
engaging the private sector and private finance,
but we must recognize the collective effort that
needs to be undertaken — lifting all boats in the
process. We need new partnerships and collabo-
rative efforts that bring together policymakers,
business and finance leaders, and civil society
representatives. The SDGs can provide a com-
mon language, and impact investing a shared
strategy.

The “Living Planet Report” concludes that there
is currently a unique window of opportunity to
reverse the trend toward decline in the natural
systems that support modern society, noting
“everyone — governments, business, finance, re-
search, civil society and individuals — has a part
to play.”
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GGender Diversify

Your Strategy

by Filipe Pires de Albuquerque
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Investing in companies that have endeavoured to facilitate gender diversity increases

the range of diverse views expressed across the corporate world, inspiring a more

informed decision-making process and an inclusive example for the next generations of

leaders. What's more? These social goals can be achieved at no detriment to financial

return. On the contrary, the evidence suggests that such investments may outperform

their more homogenous counterparts.

Gender Diversity Research

Research shows that there are substantial ben-
efits to gender diversity for the economy as a
whole and for financial returns in particular. A
2015 study from MSCI' finds that “companies
that had strong female leadership generated a Re-
turn on Equity of 10.1% per year versus 7.4% for
those without.” The same report also found that
“companies lacking board diversity tend to suffer
more governance-related controversies than av-
erage.”

Those conclusions are also supported by evi-
dence from a 2016 Peterson Institute paper?,
which presents results supporting the benefits
of gender diversity. Statistical analysis of 21,980
firms from 91 countries “suggests that the pres-
ence of women in corporate leadership positions
may improve firm performance”. While there is
no evidence that female board quotas contribute
to higher profitability, the study does find evi-
dence that “the payoffs of policies that facilitate
women rising through the corporate ranks more
broadly could be significant”. According to the
report, the increased performance may be “the
payoff to non-discrimination” or reflect “the fact
that women increase a firm's skill diversity.”

Data from a 2017 analysis conducted by UBS
shows that gender-diverse global companies, with
at least 20% female representation on the board
and senior management on average outperform
other companies in terms of return on assets, on
invested capital or on equity over a five-year pe-
riod.

A Gender Equality Benchmark Index

The financial benefits facilitated by gender di-
versity were the driver for the creation of the
“Solactive Equileap Global Gender Equality 100
Leaders Index” family, designed to track the lead-
ing companies in sustainability and gender. The

research insights are echoed in the performance
of the index, which over the last five years, has
consistently outperformed the MSCI World In-
dex.

Equileap scores 3500+ companies worldwide.
Based on this universe, the organisation builds
the index in four steps. Eligible stocks are se-
lected from companies in developed stock ex-
changes with a market capitalisation of at least
USS$2 billion and an average daily trading value
of no less than US$5 million. Companies in the
tobacco, gambling and weapons industries do not
make the cut, nor do any other companies on the
blacklist of the Norwegian Ethics Council. These
companies are scored using 19 metrics to meas-
ure their progress towards gender equality across
four themes of gender balance in leadership and
workforce, equal compensation and work/life
balance, policies promoting gender equality, and
commitment to women’s empowerment. Based
on these scores, the index selects the top 100
companies ensuring an equal weight exposure to
US listed companies and non-US listed compa-
nies.

Investing in Gender Equality

The UBS Gender Equality ETF provides the ex-
posure to the more gender-equal companies for
investors seeking to orient their investment in fa-
vour of the gender progress. The ETF specifical-
ly targets a 50% weight for US companies, while
other countries can each make up to no more
than 10% of the portfolio at rebalancing.

Investors in the UBS Gender Equality ETF gain
a diversified exposure to global stocks, whilst
providing companies with a reward for pursuing
gender equality, one of the 17 Sustainable devel-
opment goals endorsed by the UN since 2015.

" Linda-Eling Lee Ric Marshall Damion Rallis Matt Moscardi, Women on boards - Global Trends in gender diversity on corporate boards, MSCI Research

Insights, MSCI ESG Research Inc., November 2015

2 Marcus Noland, Tyler Moran and Barbara Kotschwar, Is Gender Diversity Profitable? Evidence from a Global Survey, Peterson Institute for International

Economics, 2016
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Climate

Goals

A Breakthrough Sustainable
Climate Strategy

by State Street
Global Advisors

Marketing Communication. For Professional Clients Use Only. *Future looking indicators. The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments Directive (2014/65/EU) and it should not be relied on as such. It should
not be considered a solicitation to buy or an offer to sell any investment. It does not take into account any investor's or potential investor's particular investment objectives, strategies, tax status, risk appetite or investment horizon. If you require investment advice you should consult your tax and
financial or other professional advisor. All material has been obtained from sources believed to be reliable. There is no representation or warranty as to the accuracy of the information and State Street shall have no liability for decisions based on such information. State Street Global Advisors
Belgium, Chaussée de La Hulpe 120, 1000 Brussels, Belgium: State Street Global Advisors Belgium, Chaussée de La Hulpe 120, 1000 Brussels, Belgium. Telephone: 32 2 663 2036, Facsimile: 32 2 672 2077. SSGA Belgium is a branch office of State Street Global Advisors Ireland Limited. State
Street Global Advisors Ireland Limited, registered in Ireland with company number 1452271, authorised and requlated by the Central Bank of Ireland, and whose registered office is at 78 Sir John Rogerson's Quay, Dublin 2. The views expressed in this material are the views of SSGA Investment
Strategy through the period 1 January 2019 and are subject to change based on market and other conditions. This communication is directed at professional clients (this includes eligible counterparties as defined by the Financial Services & Markets Authority (FSMA) who are deemed both
knowledgeable and experienced in matters relating to investments. The products and services to which this communication relates are only available to such persons and persons of any other description (including retail clients) should not rely on this communication. The information contained
in this communication is not a research recommendation or investment research” and is classified as a‘Marketing Communication” in accordance with the Markets in Financial Instruments Directive (2014/65/EU) or applicable Swiss requlation. This means that this marketing communication (a)
has not been prepared in accordance with legal requirements designed to promote the independence of investment research (b) is not subject to any prohibition on dealing ahead of the dissemination of investment research. Investing involves risk including the risk of loss of principal. The whole
orany part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA's express written consent. © 2019 State Street Corporation. All Rights Reserved. 2483042.2.1 EMEAINST Exp. Date: 30/04/2020
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Innovative, Effective, Ready

Achieving the ambitious goals out-
lined in the Paris Agreement requires
that investors do more than simply
reduce their portfolios’ carbon foot
prints.

This understanding was one of the key
drivers behind the development of our
Sustainable Climate Strategy.

Since we introduced this customizable
equity framework in late 2018, we've
received a remarkable level of inter
est from pension funds, corporations,
sovereign wealth funds and asset own-
ers around the world who are commit-
ted to addressing climate risk through
their portfolio management.

Multifaceted Delivery

Our innovative and highly sophisti-
cated framework establishes a new
frontier in the effort to build climate
change thematically into equity port-
folios. The Strategy is defined by the
following characteristics:

Mitigation + Adaptation

To target net carbon emission re-
ductions in the portfolio, the Strat-
egy reallocates capital away from
companijes with high current and
embedded carbon emissions and
brown revenues to companies that
generate green revenues from low
carbon technology.

NORDSIP INSIGHTS

In addition to this focus on mitigat-
ing the drivers of climate change,
the Strategy also increases expo-
sure to companies that are actively
adapting to the actual or expected
future effects of global warming and
other environmental changes , help-
ing investors to build more climate
resilient portfolios in the process.

Alignment with Paris
Agreement

The Strategy aligns with the ambi-
tious goals of the Paris Agreement
and prepares portfolios for the pos-
sible introduction of a carbon tax
and other regulatory initiatives that
could accompany the transition to a
low-carbon economy.

Leverages Multiple Data
Sources

Given the multifaceted objectives
of the Strategy, our framework in-
tegrates data from leading provid-
ers: S&P Trucost (carbon emission
intensity, fossil fuel reserves and
brown revenues), FTSE Russell
(green revenues) and ISS ESG (ad-
aptation). The seleceted data helps
isolate with precision the climate
parameters we target .

Flexibility to Meet Client
Objectives

We designed the Strategy frame-
work so that it could be customized
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to meet each investor's needs in
terms of climate priorities, desired
benchmark, tracking-error budget
and any exclusions needed to meet
other international norms or sus-
tainability considerations.

The Next Wave, Now

The State Street Sustainable Climate
Strategy is a long-only investment ap-
proach that uses a mitigation + adap-
tation methodology to build climate
change thematically into equity port-
folios.

Designed from the ground up to be
flexible, the customizable framework
allows us to create client portfolios
that target reductions in current and
future carbon emissions, increase ex-
posure to green revenues and increase
resiliency to the physical risks posed
by climate change.

The Strategy is aligned with the most
ambitious goals stemming from the
landmark 20145 Paris Agreement — in-
cluding limiting climate change to the
2° Celsius warming scenario over the
21st century.

It's designed for investors who wish
prepare their portfolios for the tran-
sition to a low-carbon economy, in a
scalable and risk-aware way. It's avail-
able now to meet those needs.

MITIGATION + ADAPTATION

1 2 3 4 5
OBJECTIVES MINIMIZE MINIMIZE MINIMIZE MAXIMIZE BUILD
Carbon Emission  Fossil Fuel "Brown" "Green" Resilient
Intensity Reserves Revenues Revenues Portfolio
E £ | = =
METRICS CO, Emissions/ ~ Embedded CO,/ % Revenue from % Revenue from Score on
$M Revenues $M Revenues extractive activities  low-carbon tech climate change

preparedness

STEPSTO SUSTAINABILITY: QUESTIONS TO CONSIDER

0 Whatare your climate-related investment objectives?

Reduce your portfolio's carbon emissions? Include fossil fuel reserves and brown revenues? Or incorporate longer timeframes into the risk
analysis and seek to add more resiliency to their portfolios? Your objectives play a vital role in determining which approach is most appropriate.

0 Whatis your total portfolio exposure to climate risk?

With our advanced work in blending multiple sources of best-in-class data and advanced analytics tools, we can help clients assess their expo-
sure to climate risk across all their holdings.

0 Whatis the range of available solutions?

An important early step in our conversations is explaining the differences between an exclusionary approach at one end of the spectrum and
amitigation + adaptation approach (Sustainable Climate Strategy) at the other and this across all other asset classes.

0 What specific constraints and parameters need to be incorporated into the framework?

We start by identifying which benchmark the objectives should be applied to. We'll also identify constraints the investor may have in terms of
tracking error budget, geographic or sector concentration, and specific sustainability exclusionary screens.

0 How would potential solutions affect the risk/return profile of your portfolio?

Once these parameters have been designed and incorporated into the framework, we then back-test the strategy to show how an optimized
portfolio would have performed. This is a critical step because it allows investors to see the actual impact on risk/return, tracking error and
concentration for various levels of carbon reduction and other climate goals. We can show how implementing the strateqy would affect the
risk/return profile of the client's entire portfolio. Having this information and seeing hard numbers about the investment considerations allows
investors to determine where they want to be on what we call the efficient climate frontier.

Learn how SSGA's ESG strategies could help you meet the climate change challenge and more. Please visit ssga.com/climate for case
studies and further information
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about our partners

Craigmore manages farm and forest investments in New Zealand. Established in 2008 by two

CRAIGM@®RE New Zealand family farmers - Forbes Elworthy and Mark Cox - Craigmore now has a highly
e experienced team managing a mix of dairy, grazing, forestry and horticultural properties spread

P ging Y, grazing y prop p
v over both islands and more than 15,000 hectares. Our aim is to be a long-term producer of high

quality food and forest products, managing the land sustainably, and working with the best
rmanagers in New Zealand.

Franklin Templeton Investments is one of the world's largest asset management groups
with over US$717bn in assets under management on behalf of private, professional
and institutional investors in over 170 countries. The firm offers investors a range of over

7 ” f . 80 funds, which invest across different market sectors, geographies, asset classes and
FRANKLIN TEMPLETON  Investmentsiyles.
INVESTMENTS Templeton Global Macro has been a pioneer in unconstrained global fixed income in-

vesting for almost three decades, beginning with the launch of its flagship Templeton
Global Bond Fund in 1986.The team conducts in-depth global macroeconomic analysis covering thematic topics, regional and country
analysis, and interest rate, currency and sovereign credit market outlooks.
The team applies a fundamental, research-driven investment approach that focuses on identifying potential sources of high current
income worldwide and seeks to capitalize on duration, currency, and sovereign credit opportunities to provide the best potential for
solid risk-adjusted returns. Research into specific Environmental, Social and Governance (ESG) factors, combined with the fundamental
macroeconomic analysis, is integral to the decision-making process.

HSCB Global Asset Management is a global asset manager with a strong heritage of

successfully connecting clients to global investment opportunities. Our proven expertise
{'} HSBC in connecting the deve\oped and de‘ve\opmg‘ world allows us to unlock sustamab\e in-
A vestment opportunities for investors in all regions. Through a long-term commitment to
our clients and a structured and disciplined investment approach, we deliver solutions to
support their financial ambitions.
As of end of June 2019, we managed USD507.3 billion globally for a range of clients, from some of the largest institutional investors
in the world to commercial and corporate clients, financial intermediaries, retail and private banking clients.

Ourinvestment platform includes more than 600 professionals across 26 countries and territories, who perform in-depth due-diligence
locally, and share their intellectual capital globally. Being truly global allows us to capture the best opportunities wherever they may
arise. Across our glabal network, our local presence in each region also provides us with greaterinsight into the markets and companies
in which we invest.

Obligo is an international investment and asset management company located in Oslo

and Stockholm. We manage direct and indirect investments in real estate, shipping, in-
frastructure and private equity, as well as providing business- and fund administration
senvices. Obligo Group consists of Obligo Real Estate AS, Obligo Investment Manage-

ment AS and Obligo Business Services AS. Obligo Group is an independent advisory
firm, 100% owned by management.

Obligo Real Estate has been a strategic partner with Blackstone Real Estate Partners since 2015. Obligo Investment Management is a
requlated AlF manager under supervision of the Norwegian FSA. Obligo Business Services provides a full suite of management and
administrative services, and is an authorized accounting company

NORDSIP INSIGHTS 44

PIMCO is one of the world's premier fixed income investment managers.

With the launch in 1971 in Newport Beach, California, PIMCO introduced investors to a
total return approach to fixed income investing. In the 45+ years since, PIMCO has con-
tinued to bring innovation and expertise to their partnership with clients seeking the best
investment solutions. Today PIMCO has offices across the globe and 2,400 professionals
united by a single purpose: creating opportunities for investors in every environment.

PIMCO

PIMCO partners with a wide range of institutions, including corporations, central banks,
universities, endowments and foundations, and public and private pension and retirement plans. In addition PIMCO works with finan-
cial advisors and millions of individual investars pursuing personal financial goals, from preparing for retirement to funding higher
education. Investing our clients' assets is a tremendous responsibility, and for that reason there can be no shortcuts.

Founded in 2003 and headquartered in Zurich, Switzerland, responsAbility Investments
T AG is an asset manager in the field of development investments and offers profession
res pon SAbl I lty ally-managed investment solutions to private, institutional and public investors. The
company's investment solutions supply debt and equity financing predominantly to
non-listed firms in emerging and developing economies. Through their inclusive busi
ness models, these firms help to meet the basic needs of broad sections of the population and to drive ecanomic development.

With assets under management of over US$ 3 billion, responsAbility has stakes in 540 high impact companies. The firm counts 240
employees in 90 countries worldwide. 85% of its investments are in private debt and the rest in private equity.

Reinventing Investing
STAT[ STREE GLOBAL QOur clients are the warld's governments, institutions and financial advisors. To help
ROVISORS 1.1 schieve their financia qoals we live our quiding principles each and every
day: Start with rigor, Build from breadth, Invest as stewards, Invent the future.
For four decades, these principles have helped us be the quiet power in a tumultuous investing world. Helping millions of people
secure their financial futures. This takes each of our employees in 27 offices around the world, and a firm-wide conviction that we can
always do it better As a result, we are the world's third largest asset manager with nearly US $2 73 trillion* under our care.
*AUM reflects approximately $32.45 billion (as of December 31, 2018) with respect to which State Street Global Advisors Funds Distributars, LLC serves as marketing
agent; SSGAFD and State Street Glabal Advisors are affiliated.

UBS Asset Management is a large scale investment manager with a presence in 23

countries. We offer investment capabilities and investment styles across all major
l | B S traditional and alternative asset classes

Our goal s to provide you with access to the best investment ideas and superior in-

vestment performance. We serve institutions, wholesale intermediaries and wealth

management clients

Across each of our traditional investment areas we have established a general approach to environmental, social and corporate govern-
ance. We are signatories to initiatives such as the Principles for Responsible Investment and the UK Stewardship Code.

United Bankers (UB) is a Finnish group offering investment products and services. UB was founded in
1986 and started the business operations with securities brokerage. Today, the Group's business areas
also include asset management, corporate finance and fund management. In asset management, the
company specializes in solutions in real estate investments.

The company is largely owned by key personnel within the company and is listed (UNIAV; FI40000
81427) on the First North Finland marketplace maintained by Nasdag Helsinki Qy. The key employees'
co-ownership and the dedicated staff are important resources, which ensure UB's expert service. UB's professional skills, experience
and courage to follow its own visions are always at the customer's disposal. The company strives for profitable growth in allits business
areas.
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GENERALTERMS AND CONDITIONS

These are the terms and conditions which govern
the use of NordSIP Insights, an online magazine
edited and distributed electronically and owned,
operated and provided by Big Green Tree Media AB
(the "Editor"), Corporate Number: 559163-7011,
Kungsgatan 8, 11143 Stockholm, Sweden.

DISCLAIMERS AND LIMITATIONS OF LIABILITY

1. The Content may include inaccuracies or typo-
graphical errors. Despite taking care with regard
to procurement and provision, the Editor shall not
accept any liability for the correctness, complete-
ness, or accuracy of the fund-related and economic
information, share prices, indices, prices, messages,
general market data, and other content of NordSIP
Insights ("Content"). The Content is provided "as is"
and the Editor does not accept any warranty for the
Content.

2.The Content provided in NordSIP Insights may in
some cases contain elements of advertising. The ed-
itor may have received some compensation for the
articles. The Editor is not in any way liable for any
inaccuracies or errors. The Content can in no way be
seen as any investment advice or any other kind of
recommendation

3. Any and all information provided in NordSIP
Insights is aimed for professional, sophisticated
industry participants only and does not represent
advice on investment or any other form of recom-
mendation

4.The Content that is provided and displayed is in-
tended exclusively to inform any reader and does
not represent advice on investment or any other
form of recommendation.

<
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5. The Editor is not liable for any damage, losses, or
consequential damage that may arise from the use
of the Content This includes any loss in earnings (re-
gardless of whether direct or indirect), reductions in
goodwill or damage to corporate.

6. Whenever this Content contains advertisements
including trademarks and logos, solely the manda-
tor of such advertisements and not the Editor will be
liable for this advertisements. The Editor refuses any
kind of legal responsibility for such kind of Content

YOUR USE OF CONTENTAND TRADE MARKS

1. Allrights in and to the Content belong to the Edi-
tor and are protected by copyright, trademarks, and/
or other intellectual property rights. The Editor may
license third parties to use the Content at our sole
discretion.

2. The eader may use the Content solely for his own
personal use and benefit and not for resale or other
transfer or disposition to any other person or entity.
Any sale of Contents is expressly forbidden, unless
with the prior, explicit consent of the Editor in writ-
ing.

3. Any duplication, transmission, distribution, data
transfer, reproduction and publication is only per-
mitted by

i. expressly mentioning Nordic Business Media AB
as the sole copyright-holder of the Content and by

ii. referring to the Website www.nordsip.com as the
source of the information provided that such du-
plication, transmission, distribution, data transfer,
reproduction or publication does not madify or alter
the relevant Content.

4. Subject to the limitations in Clause 2 and 3 above,
the reader may retrieve and display Content on a
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computer screen, print individual pages on paper
and store such pages in electronic form on disc

5. If it is brought to the Editor's attention that the
reader has sold, published, distributed, re-trans-
mitted or otherwise provided access to Content to
anyone against this general terms and conditions
without the Editor's express prior written permis-
sion, the Editor will invoice the reader for copyright
abuse damages per article/data unless the reader
can show that he has not infringed any copyright,
which will be payable immediately on receipt of the
invoice. Such payment shall be without prejudice to
any other rights and remedies which the Editor may
have under these Terms or applicable laws

MISCELLANEOUS

1.These conditions do notimpair the statutory rights
granted to the readers of the Content at all times as
a consumer in the respective country of the reader
and that cannot be altered or modified on a contrac-
tual basis

2. Al legal relations of the parties shall be subject
to Swedish law, under the exclusion of the UN
Convention of Contracts for the international sale
of goods and the rules of conflicts of laws of inter-
national private law. Stockholm is hereby agreed as
the place of performance and the exclusive court of
jurisdiction, insofar as there is no compulsory court
of jurisdiction.

3. Insofar as any individual provisions of these Gen-
eral Terms and Conditions contradict mandatory,
statutory requlations or are invalid, the remaining
provisions shall remain valid. Such provisions shall
be replaced by valid and enforceable provisions that
achieve the intended purpose as closely as possible
This shall also apply in the event of any loopholes.




