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Stream 1

How are portfolio managers integrating long-
term sustainability factors into investment
decisions for better returns?

13:00 - 13:50

Milena Glauberzon, Portfolio Manager, Public Equities Portfolio, PSP Investments
Domenico Giuliano, Deputy Chief Investment Officerand Portfolio Manager, MFG Asset Management
Moderator: Sarah Cleveland, Founder & CEQO, Sarah Cleveland Consulting



ESG Framework

Milena Glauberzon



Climate change
Determininginvestment risks and opportunities for PSP

Current:

Voting and dialogue /
Case-by-case assessment of CC risks

Collaboration and advocacy : PRI,
CDP, TCFD

CARBON BUBBLE

Emissions from burning all known reserves
of coal, oil and natural gas.

- Remaing carbon budget

This is how much CO2 can be emitted until 2050
and still give a reasonable chance of staying
below 2 degrees Celsius of global warming.
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Proxy Voting Guidelines

Address issues of corporate governance on which PSP votes

Quality of the
board

e Independence

e Appropriate skills,
experience, competencies

e Diversity

Compensation

e Equity-based compensation

e Advisory votes on executive
compensation

e Golden parachutes

Others

e Shareholder rights (e.g. proxy
access, by-laws, poison pills)

e Dilutive transactions
e Mergers & acquisitions
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Enhanced Due Diligence — 4 assessment types

1. Current carbon performance versus industry/peers
* Peer relative carbon efficiency assessment

* Reliant upon current carbon data (has limitations though is readily available)

2. Quality of climate risk management versus industry/peers
* Qualitative, peer-relative assessment

» 3rdparty data on company governance activities (e.g. MSCI)
 3rd party initiatives which rank sensitive companies (e.g. CDP)

3. Financial resilience risk assessment
* Test sensitivity of NPV to alternate price scenarios or a shadow carbon price
* Consider impact of early plant closures

* Model reduced demand for high-cost, high-carbon FF resources
» Assess cost of production vs peers, or CapEx plans

4. Financial Impact of Reputational risk

e actors that may pose financial reputational risk to company

(e.g. controversies, countries of operation, target of activist groups; Talisman
Burma)



Government Actions are Important!

2014 Global CO; Emissions from Fossil Fuel

Combustion and Some Industrial Processes

China 30%

Japan 4% United States
15%

Russian _
Federation 5% India 7%

Global Greenhouse Gas Emissions
by Economic Sector

Other
Energy

10%
Electricity and
Heat Production

Industry 25%

21%

Agriculture, Forestry
Transportation and Other Land Use

14% 24%

Source : EPA.gov



Oil & Gas Investment Example

| | 1 1

Analysis of total financial Additional fines or
Revenue impact of . burden over time and capital expenditure in
demand decline Carbon Registry stress test with fine mitigation
Fines due to emissions Au\::IE;’:::CF?:O:rts investment time Adjustments to
P horizon/portfolio risk commodity supply
exposure demand forecast
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Magellan Global Low Carbon Strategy

Global Strategy has a long low carbon history

o Global Strategy - Carbon Intensity
e Reasons the Global Strategy is inherently
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Note: Emissions intensity calculated using the weighted average intensity method, which is a weighted average of the emissions intensity of all companies in the portfolio.
Source: Trucost; MSCI; Magellan Asset Management Limited.
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Magellan Global Low Carbon Strategy

Global Strategy’s history shows low carbon need not come with lower alpha

Observations (Gross)?! Total Return (% p.a) Downside Capture
0.68 0.34

3 years 10.37

5 years 12.93 0.78 0.38
7 years 15.06 0.68 0.35
10 years 11.82 0.73 0.53

3 years 22nd 83rd 83rd
5 years 24th 85th 86th
7 years 2nd 92nd 95th
10 years 1st 91st 98th

Source: eVestment, quarterly returns period ending 30 September 2017. The eVestment Global Large Cap Equity peer group presented contains 354, 314, 249, and 179 observations for 3, 5, 7 and 10 years respectively.
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Low Carbon Framework

A proprietary three tiered approach to portfolio construction

Company Scope 1 & 2 emissions cap

Pragmatic flexibility to

Fossil fuels exclusions (Scope 3) ecﬁgql‘;?e"‘gg‘ag'ggg'

market dynamics

Portfolio emissions cap

Definitions:

Scope 1 emissions: directly emitted by companies

Scope 2 emissions: indirect emissions from energy suppliers (eg electricity)

Scope 3 emissions: other indirect emissions from non-energy suppliers or use of products sold

MFG Asset Management | 38




How Are We Positioned?
Global Low Carbon Strategy

38% of portfolio in global technology, yet well diversified

Cash

Consumer platforms: 13% < /( facebook GO gle

Technology

Mass-Market Retail

Payments: 14% % @L‘&[d V’SA ' PayPal

Infrastructure

Consumer
Discretionary

Enterprise software: 7% =. Microsoft ORACLE’ w

Semi-conductors: 2% QUALCOM (lntel)

Consumer Defensive

eCommerce: 2% eb

. . Healthcare
Financials

Data as at 30 September 2017. Any trademarks, logos, and service marks contained herein may be the registered and unregistered trademarks of their respective owners. Nothing contained herein should be construed
as granting by implication, or otherwise, any license or right to use any trademark displayed without the written permission of the owner.
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How are portfolio managers integrating long-
term sustainability factors into investment
decisions for better returns?

13:00 - 13:50

Milena Glauberzon, Portfolio Manager, Public Equities Portfolio, PSP Investments
Domenico Giuliano, Deputy Chief Investment Officerand Portfolio Manager, MFG Asset Management
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Stream 1

Water risk: whether it’s too much rain/sea water
or too little freshwater, water is becoming a
serious risk to business continuity, viability and
Insurance.

13:55 - 14:45

Hugh Brown, Corporate Governance Analyst, Office of Investment Programs & Governance, State Board of
Administration (SBA) of Florida

Stephen Kibsey, Vice President, Emerging Risk Management, Caisse de dépot et placement du Québec (CDPQ)
Emilie Mazzacurati, Founder and Chief Executive Officer, Four Twenty Seven

Moderator: Siobhan Collins, Manager, Water Program, Ceres



Challenges with Water
Risk Assessments

RI Americas | New York

December 6-7,2017

STEPHEN KIBSEY, VICE-PRESIDENT OF EMERGING RISK
MANAGEMENT

Caisse de dépdt et placement
cdpg.com @ du Québec




New Era in Sustainable Investing

Returns
(%.,9)
Residual \
Impacts Risks
(Effects & (VaR, Betas,
Outcomes) etc.)

Intentional /

43 | Challenges with Water Risk Assessments @ Caisse de dépot et placement
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Impacts- need to be measured

Sustainable Development Goals Source :UNITED NATIONS
NO GOOD HEALTH QUALITY GENDER
& 1! AND WELL-BEING EDUCATION EQUALITY
SUSTAINABLE -
DEVELOPMENT .'
GLIALS

CLEAN WATER

DECENT WORK AND INDUSTRY. INNOVATION 1 REDUCED SUSTAINABLE CITIES
AND SANITATION

ECONOMIC GROWTH AND INFRASTRUCTURE INEQUALITIES AND COMMUNITIES

jn

RESPONSIBLE CLIMATE LIFE LIFE PEACE, JUSTICE PARTNERSHIPS
1 CONSUMPTION 13 ACTION 14 BELOW WATER 15 16 AND STRONG 17 FOR THE GOALS
AND PRODUCTION INSTITUTIONS

i
-—
]

Caisse de dépot et placement

44 du Québec

Challenges with Water Risk Assessments
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Process for judging materiality of the risk

Analytic tool concept

Location
Vuinerabil |ty Operations Ph?/r;cijcal Regulatory Reputation
Attributes

Impact X Probability = Risk

45 | Challenges with Water Risk Assessments Calsse de depot et piacement
du Québec



Thank you for listening

RI Americas | New York
December 6-7, 2017
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@ Four Twenty Seven
‘ Climate Solutions

Assessing Climate Risk 1in Financial Portfolios: The Example
of Water Risk

Emilie Mazzacurati, Founder and CEO, Four Twenty Seven
Responsible Investors Americas, December 2017

© 2017 Four Twenty Seven - CONFIDENTIAL



From water and climate data to financial intelligence:

asset-level analy
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™ Identify high risk corporations for engagement and
risk management
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Four Twenty Seven

’ Climate Solutions

Climate intelligence for financial institutions,
business and government

Emilie Mazzacurati — 427mt.com — emazzacurati@427mt.com




Ceres’ Investor Water Toolkit:

A Resource for Investors by Investors on Water Integration

< =
g AN =
How-To Guide Risk Assessment Resources
Provides investors with a Helps investors discriminate Provides guides, case
decision-making ‘how-to’ between high and low water studies, resource lists
guide to assist them in risk companies and securities, and databases on
understanding water risks and provides risk mitigation specific topic areas or
in their portfolio and engagement ideas asset classes

>

One Platform Easy Access
Creates a one-stop shop on Exists on a web-based
water integration across the platform that will incorporate
value chain, from asset class evolving water integration

analysis, portfolio best practices, ideas and
characterization to buy/sell resources as they improve

decision-making over time

For more information: www.ceres.org/investorwatertoolkit
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Water risk: whether it’s too much rain/sea water
or too little freshwater, water is becoming a
serious risk to business continuity, viability and
insurance.

13:55 - 14:45

Hugh Brown, Corporate Governance Analyst, Office of Investment Programs & Governance, State Board of
Administration (SBA) of Florida

Stephen Kibsey, Vice President, Emerging Risk Management, Caisse de dépot et placement du Québec (CDPQ)
Emilie Mazzacurati, Founder and Chief Executive Officer, Four Twenty Seven

Moderator: Siobhan Collins, Manager, Water Program, Ceres
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Afternoon networking break

14:45 - 15:15

Sponsored by:
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Stream 1

Smart beta: ESG issues are the under-
researched value factors that investors are
searching for!

15:15 - 16:05

Brian Rice, Portfolio Manager, California State Teachers’ Retirement System (CalSTRS)
Tony Campos, Head of ESG Americas, FTSE Russell
Moderator: Dan Winters, Head of Americas, GRESB



Primary objectives

Why smart beta?

WS- o ursu S at ri eduction, return enhar
primary objectives for use of smart beta. Cost savings continues to grow
beta is increasingly being used in place of active strategies. v PROVE DIVERS

Smart beta evolution
and adoption

Smart beta adoption rates increased from
2016 to 2017; now, nearly half of asset
owners surveyed have a smart beta
allocation. Adoption growth was fueled by
arecord number of asset owners
evaluating smart beta in 2016. Looking
forward, the pipeline of asset owners
evaluating smart beta remains strong and
is comprised of first-time evaluators, re-
evaluators, and asset owners with an
existing smart beta allocation who are
considering allocations.

Global adoption

Equity smart beta
strategies

This year, multi-factor combination
strategies have become the most popular
smart beta equity strategy used; they are
also the most widely evaluated smart beta
equity strategy. Among single factor
strategies, Value and Low Volatility are
most widely used and evaluated.

Use of multi-factor strategies

Fixed income smart beta
strategies

New in 2017, we introduce an analysis of
smart beta evaluation and usage for fixed
income. Industry consensus about a well-
defined set of factors that have historically
rewarded investors has not taken place yet
for the debt markets; as such, far fewer
asset owners indicated they have
evaluated smart beta for fixed income. We
expect evaluation and usage of fixed
income smart beta strategies to grow from
this year's baseline.

Adoption and evaluation

ESG considerations of
smart beta

Interest in applying ESG considerations to
smart beta is measurable, with the
greatest interest coming from European
asset owners and asset owners with over
$10 billion in AUM. Primary motivations
for using a smart sustainability strategy are
investment-led rather than regulatory or
social/ethical.

Interest is worldwide

46% 60%
36% - 20% Allocated now >
26% q q ﬂ
_ 37% Will evaluate allocation A
No allocation or plan
Outlook

We expect growth in smart beta to continue at a robust pace, as the adoption expectations of asset owners who are currently evaluating initial or additional
smart beta allocations remains strong and satisfaction with smart beta among current users remains high. In particular, we see strong growth prospects in the
L usage of multi-factor combination strategies and the application of ESG considerations to smart beta.




Smart beta and sustainability
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Source : FTSE Russell

WHAT IS SMART
SUSTAINABILITY?

The inclusion

of sustainability
considerations within
alternatively weighted
index methodologies

Simple: Smart Beta
weighting applied after
ESG used to screen

Sophisticated: ESG part

of Smart Beta weighting
scheme

FTSE Russell
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Smart Sustainability construction
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Smart beta: ESG issues are the under-
researched value factors that investors are
searching for!

15:15 - 16:05

Brian Rice, Portfolio Manager, California State Teachers’ Retirement System (CalSTRS)
Tony Campos, Head of ESG Americas, FTSE Russell
Moderator: Dan Winters, Head of Americas, GRESB



THE END OF DAY ONE
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Stream 1

Applying a long-term sustainable approach to
fixed income investing.

09:40 - 10:30

Marcelo Jordan, Senior Portfolio Manager (ESG), The World Bank
Tessie Petion, Vice President, Responsible Investment Research, Domini Impact Investment
Del Anderson, Credit Research Analyst, PIMCO

Moderator: Carol Jeppesen, Senior SNetwork Manager, Principles for Responsible Investment (PRI)
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Morning networking break

10:30 - 11:10
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Stream 1

Green & sustainable bonds: After the initial
excitement, what is holding back issuance?

11:10 - 12:00

Judith Moore, Head of Sustainability Research and Policy, Affirmative Investment Management
Daniel Shurey, Analyst, Bloomberg New Energy Finance
Irene Sanchez Aizpurda, Head of Division, Investor Relations and Marketing, European Investment Bank

Moderator: Tony Hay, Publisher, Responsible Investor



Green bonds
overview

Rl Americas 2017

Dan Shurey
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Green bond issuance ($bn)

$ bn
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98.3 ® Municipal

® Project
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Financials
m Government agencies

m Sovereigns
- ® Supranationals

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: Bloomberg New Energy Finance
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Green & sustainable bonds: After the initial
excitement, what is holding back issuance?

11:10 - 12:00

Judith Moore, Head of Sustainability Research and Policy, Affirmative Investment Management
Daniel Shurey, Analyst, Bloomberg New Energy Finance
Irene Sanchez Aizpurda, Head of Division, Investor Relations and Marketing, European Investment Bank

Moderator: Tony Hay, Publisher, Responsible Investor



Reported proceeds breakdown

Agency costs, 0.6%
Adaptation, 2.5% '/ater: 3-0% e ’
, £.07/0

Nature-based assets,
2.2%

Waste and pollution, 3.5%

Transportation, 9.8%

Low-carbon buildings &
energy efficiency, 18.3%

Clean energy & energy
management, 60.1%

Source: Bloomberg New Energy Finance Note: Proceeds for reported bonds 1H 2014-1H2016

. SOIar ........................................
BWind L
[ Geothermal e e e e e P e e e e e e e e e e e e e e e F
® Hydropower
Bioenergy (and waste to energy)
Cogeneration
Energy Distribution & Management
Energy Storage
Mixed Energy
H Residential
® Commercial & Industrial
m Public
u Universities (Private)
u Data Centers
Retrofit
Energy Efficiency Processes
Energy Efficiency Products (LED lighting)
Mixed Low-Carbon Buildings & EE
m Mass Transit
u Vehicles
Cycling
Alternative Fuel Infrastructure
Mixed Transportation
m Recycling
m Disposal
= Prevention
Reuse
Pollution Control
Clean Coal
Mixed Waste
m Agriculture
m Forests (managed and unmanaged)
u Fisheries and Aquaculture
Land Remediation
Mixed Nature & Biodiversity
H Territorial Adaptation (green spaces & tree planting)
® Water Management - Inland / Flood Prevention
Coastal Management
Insurance
Information Support Systems
Mixed Adaptation
H Built (gray) Infrastructure - Wastewater Treatment
m Water Usage Management (Reduction, Recycling & Efficiency)

73 December 7, 2017

Mixed Water
H General corporate purpose

m Agency costs Bloom be rg
New Energy Finance
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Green & sustainable bonds: After the initial
excitement, what is holding back issuance?

11:10 - 12:00

Judith Moore, Head of Sustainability Research and Policy, Affirmative Investment Management
Daniel Shurey, Analyst, Bloomberg New Energy Finance
Irene Sanchez Aizpurda, Head of Division, Investor Relations and Marketing, European Investment Bank

Moderator: Tony Hay, Publisher, Responsible Investor



Green bond issuer type (%) R

100% - - m Other
H mEppEg
m Consumer
80% Discretionary
70% = Energy
60% m [ndustrials
50% .
US Municipal
40%
30% m Utilities
20% ®m Financials
10%
m Government
0%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: Bloomberg New Energy Finance
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Copyright and disclaimer

This publication is the copyright of Bloomberg New Energy Finance. No portion of this document may be
photocopied, reproduced, scanned into an electronic system ortransmitted, forwarded or distributed in any
way without prior consent of Bloomberg New Energy Finance.

The information contained in this publication is derived from carefully selected sources we believe are
reasonable. We do not guaranteeits accuracy or completeness and nothing in this document shall be
construedto be a representation of such a guarantee. Any opinions expressed reflectthe currentjudgment
of the authorof the relevantarticle or features, and does not necessarily reflectthe opinion of Bloomberg
New Energy Finance, Bloomberg Finance L.P., Bloomberg L.P. or any of their affiliates ("Bloomberg"). The
opinions presented are subjectto change without notice. Bloomberg accepts no responsibility for any
liability arising from use of this document or its contents. Nothing herein shall constitute orbe construedas
an offering of financial instruments, or as investmentadvice orrecommendations by Bloomberg of an
investment strategy or whetheror notto "buy," "sell" or "hold" an investment.
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Coverage.

Renewable Energy

Power & Utilities

Gas

Carbon Markets & Climate
Negotiations

Energy Smart Technologies
Storage

Electric Vehicles

Mobility and Autonomous Driving
Frontier Power

Emerging Technologies

sales.bnef@bloomberg.net

about.bnef.com
@BloombergNEF

Dan Shurey
dshurey1@bloomberg.net

Bloomberg New Energy Finance is a research firm that helps energy
professionals generate opportunities. With a team of experts spread
across six continents, BNEF provides independent analysis and insight,
enabling decision-makers to navigate change in an evolving energy
economy.

BNEF research and analysis is accessible via web and mobile platforms,
as well as on the Bloomberg Terminal.

Biaquoo|g

aoueuld ABiaug mapN



i ftvon R Americas 2017 bpecember 6-7, New York
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Green & sustainable bonds: After the initial
excitement, what is holding back issuance?

11:10 - 12:00

Judith Moore, Head of Sustainability Research and Policy, Affirmative Investment Management
Daniel Shurey, Analyst, Bloomberg New Energy Finance
Irene Sanchez Aizpurda, Head of Division, Investor Relations and Marketing, European Investment Bank

Moderator: Tony Hay, Publisher, Responsible Investor
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What are the methods to incorporate
sustainability factors successfully within passive
investment?

13:00 - 13:50

Bob Arnold, Director of Global Equities, New York State Common Retirement Fund
Jennifer Sireklove, Director of Responsible Investing, Parametric

Moderator: Thomas Kuh, /Independent Consultant
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Stream 2

Why and how are investment consultants and
asset owners assessing ESG integration in asset
allocation, manager selection and review?

13:00 - 13:50

Roger Urwin, Global Head of Investment Content, Willis Towers Watson
Karen Lockridge, Principal, Mercer
Kate Starr, Chief Investment Officer, Flat World Partners

Moderator: Nalini Feuilloley, Head of Canada, Principles for Responsible Investment (PRI)



