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Upcoming events

18t October Independent Thought Melbourne —
How Portfolios Managers are approaching key
investment issues

Week beginning 14" November — InvestTech

Portfolio Management Conferences — March 2023

Independent Thought — Roundtables and Podcasts
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This presentation provides general information only and does not take account of anyone’s individual investment objectives, financial situation or
needs. Visit australianethical.com.au for our financial services guide, product disclosure statements and target market determinations. Australian
Ethical Investment Ltd (ABN 47 003 188 930, AFSL 229949)
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The big shift

Australia’s responsible investment market reached $1.54 trillion in 2021, up from $1.28 trillion in 2020. These assets under management
of leading practice responsible investors now position responsible investment with a 43% share of the total market (up from 40% in 2020).

FIGURE 1 Overview of the 2021 Research Universe and the Australian responsible investment market

- Total Managed Funds s $3,605 billion
$3,605 billion according to the Australian Bureau of

Statistics (ABS).

portion of the market managed by
investment managers that self-declare
as practising responsible investment.

} The Research Universe AUM is the

only the responsibly managed assets
of Responsible Investment Leaders.
Responsible Investment Leaders are
responsible investment managers that
achieved a score of 275% (at least

15 out of 20) on RIAA's Respansible
Investment Scorecard.

’ Responsible Investment AUM includes

"ALIM far Research Universe includes Austratian AUM o
Millord Assal Managament included in the Responsible
Invesimant Benchmark Repart New Zealand 2022
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FIGURE 8 Total AUM covered by responsible investment approaches of survey

E S G respondents
Integration £5G integrato
re m a i n S t h e Negative/exclusionary screening
m O St p O p u I a r Corporate engagement & shareholder action

Norms-based screening
R I a p p ro a C h Sustainability themed/thematic investing
U S e d by Best-in-class/positive screening
i n Ve St m e n t Impact investing/community investing* *
managers

* InGludes
susiainability-
linked loans
souUnced via
deskiop Fesearch
from NAR
Sustainabia
Finance Updates
In 20

** Includes
green, chimate,
social mpact
bonds sourced
via deskiop
resgarch from
Kangaiews and
MAB Sustainable
Finance Updates
In 2021

W 2021 {=56)
sso0]  ssool B 2020 {n=59)

Banhalmi-Zakar Z, Goodwin M, Parker E, Blake J, Gacic M, Herd E and Vidulich B, 2022, Responsible Investment Benchmark Report 2022 Australia, Responsible Investment Association
Australasia, Melbourne. 6

Australian
Ethical

Af




Investment
managers are
less effective
at allocating
capital to
create
positive
outcomes

FIGURE 3 Average score of Responsible Investment Leaders and non-leaders on
RIAA's Responsible Investment Scorecard

Commitment to responsible investment
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Consumer
Interest in
sustainability-
themed

Investments is
high

FIGURE 14 Consumer searches using the Responsible Returns online tool
1 January-31 December 2021

Banhalmi-Zakar Z, Goodwin M, Parker E, Blake J, Gacic M, Herd E and Vidulich B, 2022, Responsible Investment Benchmark Report 2022 Australia, Responsible Investment Association
Australasia, Melbourne.
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Other considerations

)

Company
engagement

In 2021, 82% of investment
managers nominated
‘direct engagement with investee
company management’ as the
most popular source of
information for investment
decision-making.

&

Reporting

In 2021, 45% of investment

managers reported on corporate

engagement and shareholder

activity, compared to 31% in 2020

and only 21% in 2019.

39% are still not reporting.

Banhalmi-Zakar Z, Goodwin M, Parker E, Blake J, Gacic M, Herd E and Vidulich B, 2022, Respon{

AN NN

Portfolio holdings disclosure

8 out of 10 (80%) of super funds
disclosed their portfolio holdings
fully, compared to
51 out of 112 (46%) of investment
managers.

sible Investment Benchmark Report 2022 Australia, Responsible Investment Association

Australasia, Melbourne.
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The responsible investing landscape in 2022

ASA AN

Climate and
the transition

Government policy is giving
reliable, long-term market signals
for investment.

Not just energy-
de-carbonising finance, food,
cement, steel, mining and building
materials.

Increasing regulation and
Greenwash

Not all green is good and not all
ethical companies are financially
viable.

Advisers will need to navigate
greenwashing, mispricing risks and
valuation bubbles.

H Vv

Measurable
impact

Evolving frameworks,
measurement methods and tools
to report on outcomes.

Eg. Carbon footprinting, net zero
commitments and alignment to
the SDGs.
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This presentation provides general information only and does not take account of anyone’s individual
investment objectives, financial situation or needs. Visit australianethical.com.au for our financial
services guide, product disclosure statements and target market determinations. Australian Ethical
Investment Ltd (ABN 47 003 188 930, AFSL 229949)
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IMAP Managed Account awards
Judging Process

- Philosophy and process

- Integration of ESG principles into
portfolio construction

- Team

- Client communication

- Interaction with advisers
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Lonsec

Disclaimer

Important Notice: This presentation is given by representatives of Lonsec Investment Solutions Pty Ltd ACN: 608 837 583, a Corporate Authorised Representative (CAR number: 1236821) (LIS) of Lonsec Research Pty Ltd ABN: 11 151
658 561 AFSL: 421 445 (Lonsec Research) to wholesale clients only (within the meaning of section 761G of the Corporations Act 2001 (Cth)). By attending this presentation you are representing that you are a wholesale client. This
presentation has been prepared without taking account your objectives, financial situation or needs. Before making any investment decisions you should read the relevant product disclosure statement and obtain advice from an appropriate
financial adviser. LIS creates the model portfolios it distributes using the investment research provided by Lonsec Research but has not had any involvement in the investment research process for Lonsec Research. LIS and Lonsec
Research are owned by Lonsec Fiscal Holdings Pty Ltd ACN: 151 235 406. Please read the following before making any investment decision about any financial product mentioned in this presentation.

Disclosure at the date of publication: Lonsec Research receives a fee from the relevant fund manager or product issuers for researching financial products (using objective criteria) which may be referred to in this presentation. Lonsec
Research may also receive a fee from the fund manager or product issuer(s) for subscribing to research content and other Lonsec Research services. Lonsec Research receives fees for providing investment consulting advice approved
product lists and other advice, to clients. LIS receives a fee for providing the model portfolios to financial services professionals. LIS’ and Lonsec Research’s fees are not linked to the financial product rating(s) outcome or the inclusion of the
financial product(s) in model portfolios. LIS and Lonsec Research may hold any financial product(s) referred to in this presentation. Lonsec Research’s representatives and/or their associates may hold any financial product(s) referred to in
this presentation, but details of these holdings are not known to the analyst(s).

Warnings: Past performance is not a reliable indicator of future performance.

Disclaimer: This presentation is not intended for use by a retail client or a member of the public and should not be used or relied upon by any other person. No representation, warranty or undertaking is given or made in relation to the
accuracy or completeness of the information presented in this presentation, which is drawn from public information not verified by LIS. Financial conclusions, ratings and advice are reasonably held at the time of completion (refer to the date
of this presentation) but subject to change without notice. LIS assumes no obligation to update this presentation following publication. Except for any liability which cannot be excluded, LIS and Lonsec, their directors, officers, employees and

agents disclaim all liability for any error or inaccuracy in, misstatement or omission from, this presentation or any loss or damage suffered by the reader or any other person as a consequence of relying upon it.

Copyright © 2021 Lonsec Investment Solutions Pty Ltd ACN: 608 837 583
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Lonsec

Lonsec Sustainable Managed Portfolios

A whole of portfolio solution
SUSTAINABLE ™ &
DEVELOPMENT \J %™ ALS

4 QUALITY GENDER CLEAN WATER
EDUCATION [ﬂUALITV AND SANITATION
E

REDUCED
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Multi-asset solution incorporating ESG and
Sustainability principles across the major 9 m —

AND WELL-BEING

asset classes

Aims not only to deliver strong risk-

adjusted returns but to also make a z*ggmz:;:e,, Wm"m
positive contribution to the key “
environmental and social challenges facing

society as measured by the United Nations o

Sustainable Development Goals (UN
Risk-adjusted returns + real world impact

1 PEACE, JUSTICE ‘I] PARTNERSHIPS
AND STRONG FOR THE GOALS
INSTITUTIONS

Y | &

SDGs)
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Lonsec

Lonsec Sustainable Managed Portfolios

Make a positive contribution while limiting exposure to controversial industries

0@
=
|

A

Gambling, alcohol, tobacco, coal
mining, nuclear, adult entertainment,
and weapons.

‘A just transition’

Page 16



Lonsec’s Research Approacr}

Greenwashing:

“The process of conveying

a false impression or
providing misleading
information about how a
company's products are
more environmentally
sound.”

-

\_

B'O

Lonsec assesses
manager’s ESG
integration using the
framework provided by
the broad parameters
of the UN Principles for
Responsible

Lonsec

Investment (PRI) six
principles. /

\_

Bottom up assessment
of the goods & services
produced by portfolio
companies and their
impact on society & the

planet. /

Avoid greenwashing by leveraging the depth and breadth of Lonsec Research



Lonsec

Investment Selection Process

Qualitative & Quantitative

Face to face meeting, holdings-based analysis, risk &
return analysis, style/factor analysis and forward
looking scenarios analysis

Blending & Risk Manager Selection

Quality Filter Role in the Portfolio Double Layer DD ol Committee
Approval

BI o Quality Filter
Recommended - Rated ‘Recommended’ or above
ausbill @

ESG Integration Wopesiii)
How well does a manager integrate ESG into their investment decision =

o ° making process? I M PAX stlggement

ov alphinit

o c’ o Sustainable pNINIty

Sustainabiity Score Seek to do good and avoid harm Australien | )
ki A range of approaches employed; impact, best in class, exclusion based Etermicr.all Ai PENDAL
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Sustainable Impact
To 31 December 2021

Sustainability Report | rouered s, [ ismmane

Lonsec Sustainable Managed Portfolios - Growth»
The Fund's Sustainable Development Goals (SDG) contribution
Estimated contribution based on a $10,000 portfalio

§2,000

§1.000

aaquI
11 AEREER S

. No poverty B zero hunger Gnedhedm and well-being - Quality education Gender equality Eclsan water and sanitation
7| Affordable and claan energy [l Decant work and economic growth Industry, innovation and infrastructure
ﬂ Reduced inequalities m Sustainable cities and communities and 1 Climate action
[ Life below water [ Life onland I Peace, justice and strong institutions [l Partnerships for the goals

Established by the United Nations, the 17 global goals are the “blueprint to achieve a better and more sustainable future for all”
Lonsec, powered by our pariner Sustainable Platiorm, uses a sophisticated tool to map the products and services delivered by 2
company, nt just a simple industry allocation, to determine how those products and services contribute to each of the SDGs. For a
full description of the 17 SDGs, visit the Lin!

Sustainable Platform
Based in Australia, Sustainable Platform provides. t and matenal st (SDG and ESG) data for investors to better
understand the contribution they make to society and the environment, as well as the sustainatility related nsks within their investment portfolios.
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Lonsec

Fossil Fuel Exposure Climate
Alignment

>4°c

>2°c-4°

>1.5%-2°%

<1.5%

Source: Sustainable Platform
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Lonsec

Why Lonsec Sustainable?

Aims to deliver strong risk-adjusted returns while delivering real world impact
BT [T 1 (= B = 16::
® dlcojole Y | &

v Aligned to the United Nations Sustainable Development Goals (UN SDG’s)

v" A whole of portfolio, core multi-asset solution

v Best-of-breed managers incorporating ESG and Sustainability principles
v Avoids greenwashing by leveraging the depth and breadth of Lonsec Research
v Excludes controversial industries

v" Low Carbon footprint and aligned to Paris agreement target of limiting global warming to
1.5 — 2 degrees Celsius
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. Questions?
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