IAPF Investment Week




RESPONSIBLE INVESTMENT IN FIXED
INCOME — WHAT IT MEANS FOR TRUSTEES




} Know your carbon measures — it's important!

} Is a net-zero carbon portfolio achievable whilst maintaining market-type returns?

How can we measure Paris-Alignment of portfolios?
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What carbon measures are you looking at?

} Weighted Average Carbon Intensity (WACI): expressed in tonnes of CO2e per $1m sales
} Carbon footprint: expressed as tonnes of CO2e per $1m of Enterprise Value

Scope 1, 2 or 37
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What are Scope 1, 2 and 3 emissions?

Scope 2 Scope 1
purchased
electricity,
purchased steam heating
goods and and cooling transportation
services for own use and distribution
leased assets EHE investments
Capital goods company .
fuel and employge facilities processing of franchises
energy commuting sold products

relqtgq business -B use of sold
activities travel products
transportation waste generated company

P f q end-of-life treatment
and distribution in operations vehicles G CEE e

lease assets

Reporting company

Source: World Resources Institute and World Business Council for Sustainable Development, September 2011.
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WACI contributions to the EUR index by sector

128 | ®Scope 1+2 WACI contributions to EUR index (lhs)
120 4 ™ Scope 1+2+3 WACI contributions to EUR index (rhs)
100 -
80
60
40 - 103
201 2 2 25 3 7 7
0 ] [ [
Autos Financials Telecoms  Consumer,
ex-Autos

Industrials,
ex-Energy

700
600
500
400
300
200
- 100

138 620 [

Energy Utilities Overall

* Utilities are about 7% of the index but contribute about
33% of carbon intensity

* Energy sector is about 5% of the index but accounts for
15% of the carbon intensity

* Alow carbon portfolio based on scope 1+2 emissions
would bias away from these sectors

* Adding in Scope 3 emissions changes the picture

* The Industrials ex-energy and the Autos sectors have high
carbon intensities too

* Alow carbon portfolio based on scope 1 and 2 emissions
may not be so low carbon when incorporating scope 3
emissions

Source: Insight as at December 2021.
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Z-spread

Carbon intensity sweet spot

\ 4

Global IG Corporate index

0 50 100 150 200 250 300
WACI 1&2

De-carbonising beyond a
certain point starts to impact
returns

How much ‘good’ does
exclusion do? Supporting
iIssuers who are reducing
carbon emissions will have a
greater impact

Source: Insight and MSCI as at December 2021.
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Can net zero be achieved?

Scope 1+2 Projected WACI
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Source: Insight and MSCI as at December 2021.
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What about building ‘aligned’ portfolios?

Global IG coverage

Potential source Market Scope

data value 1&2 Comment * Use this data to
Assessment made on basis of 2025 trendline — assign issuers
o) o)

TruCost 68% 81% too short-termist into the IIGCC

: Requires companies to subscribe — a good framework
’[Sacileeqze based 34% 24%  standard to screen for but coverage potentially e Over time. work

9 stays too low for overall portfolio analysis On [ c,)sin
Transition pathway o o P i 9.
initiative 12% 60%  Coverage very low that determination
Climate Action 16% 490,  Framework designed for high GHG emitting into S degrees
100+ ° °  issuers — can it be rolled out more broadly? Celsius alignment
MSC] 97% 100% Sre]:;tligic;overage — but data still requires further metric

Too early to build fully ‘aligned’ portfolios
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lIGCC alignment framework

Achieving Alrlqger:ezde:g 4 Committed to

Net Zero pathway Aligning

Not Aligned

’ Decisions about how to categorise issuers is left to managers

’ Expect to see portfolio allocations to move to the left over time

Wil drive engagement with issuers — managers should hold them to account
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Conclusions

} Understand your carbon data and how your manager is using it
} Consider your philosophy — what are your aims and how far are you prepared to go?

Ask how your manager will categorise issuers in the IIGCC framework
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Risk disclosures

*Past performance is not indicative of future results. Investment in any strategy involves a risk of loss which may
partly be due to exchange rate fluctuations.

*The performance results shown, whether net or gross of investment management fees, reflect the reinvestment of
dividends and/or income and other earnings. Any gross of fees performance does not include fees and charges and these
can have a material detrimental effect on the performance of an investment.

* Any target performance aims are not a guarantee, may not be achieved and a capital loss may occur. Strategies which
have a higher performance aim generally take more risk to achieve this and so have a greater potential for the returns to
be significantly different than expected.

» Portfolio holdings are subject to change, for information only and are not investment recommendations.

* Any projections or forecasts contained herein are based upon certain assumptions considered reasonable. Projections are
speculative in nature and some or all of the assumptions underlying the projections may not materialize or vary significantly
from the actual results. Accordingly, the projections are only an estimate.
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Associated investment risks

ESG

* Investment type: The application and overall influence of ESG approaches may differ, potentially materially, across asset classes, geographies, sectors, specific
investments or portfolios due to the nature of the specific securities and instruments available, the wide range of ESG factors which may be applied and ESG industry
practices applicable in a particular investable universe.

* Integration: The integration of ESG factors refers to the inclusion of ESG risk factors alongside financial risk factors in investment analysis and research to judge the fair
value of a particular investment and may also include the monitoring and reporting of such risks within a portfolio. Integrating ESG factors in this way will not typically
restrict the potential investable universe, but rather aims to ensure that relevant and material ESG risks are taken into account by analysts and/or portfolio managers in
their decision-making, alongside other relevant and material financial risks.

* Ratings: The use and influence of our ESG ratings in specific investment strategies will vary, potentially significantly, depending on a number of factors including the
nature of the asset class and the structure of the investment mandate involved. For an investment portfolio with a financial objective, and without specific ESG or
sustainability objectives, a high or low ESG rating may not automatically lead to a buy or sell decision: the rating will be one factor among others that may help a portfolio
manager in evaluating potential investments consistently.

* Engagement activity: The applicability of Insight firm level ESG engagement activity and the outcomes of this activity relating to buy, hold and sell decisions made within
specific investment strategies will vary, potentially significantly, depending on the nature of the asset class and the structure of the investment mandate involved.

* Reporting: The ESG approach shown is indicative and there is no guarantee that the specific approach will be applied across the whole portfolio.

* Performance/quality: The influence of ESG criteria on the overall risk and return characteristics of a portfolio is likely to vary over time depending on the investment
universe, investment strategy and objective and the influence of ESG factors directly applicable on valuations which will vary over time.

* Costs: The costs described will have an impact on the amount of the investment and expected returns.
Insight applies a wide range of customised ESG criteria to mandates which are tailored to reflect individual client requirements. Individual investor experience will vary
depending on the investment strategy, investment objectives and the specific ESG criteria applicable to a Fund or portfolio. Please refer to the investment management
agreement or offering documents such as the prospectus, Key Investor Information Document (KIID) or the latest Report and Accounts which can be found at
www.insightinvestment.com and where applicable information in the following link for mandates in scope of certain EU sustainability regulations
https://www.insightinvestment.com/regulatory-home/sustainability-regulations/; alternatively, speak to your main point of contact in order to obtain details of specific ESG
parameters applicable to your investment.
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http://www.insightinvestment.com/
https://www.insightinvestment.com/regulatory-home/sustainability-regulations/

Other disclosures

This document is a financial promotion and is not investment advice.

This document must not be used for the purpose of an offer or solicitation in
any jurisdiction or in any circumstances in which such offer or solicitation is
unlawful or otherwise not permitted. This document should not be
duplicated, amended or forwarded to a third party without consent from
Insight Investment.

Insight does not provide tax or legal advice to its clients and all investors are
strongly urged to seek professional advice regarding any potential strategy
or investment.

For a full list of applicable risks and before investing, where applicable,
investors should refer to the Prospectus, other offering documents, and the
KIID which is available in English and an official language of the jurisdictions
in which the fund(s) are registered for public sale. Please go to
www.insightinvestment.com

Unless otherwise stated, the source of information and any views and
opinions are those of Insight Investment.

Telephone conversations may be recorded in accordance with applicable
laws.

For clients and prospects of Insight Investment Management (Global)
Limited: Issued by Insight Investment Management (Global) Limited.
Registered in England and Wales. Registered office 160 Queen Victoria
Street, London EC4V 4LA; registered number 00827982.

For clients and prospects of Insight Investment Funds Management
Limited: Issued by Insight Investment Funds Management Limited.
Registered in England and Wales. Registered office 160 Queen Victoria
Street, London EC4V 4LA; registered number 01835691.

For clients and prospects of Insight Investment Management (Europe)
Limited: Issued by Insight Investment Management (Europe) Limited.
Registered office Riverside Two, 43-49 Sir John Rogerson’s Quay, Dublin,
D02 KV60. Registered in Ireland. Registered number 581405. Insight
Investment Management (Europe) Limited is regulated by the Central Bank of
Ireland. CBI reference number C154503.
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http://www.insightinvestment.com/

Other disclosures (continued)

For clients and prospects of Insight Investment International
Limited: Issued by Insight Investment International Limited.
Registered in England and Wales. Registered office 160 Queen
Victoria Street, London EC4V 4LA; registered number 03169281.

Insight Investment Management (Global) Limited, Insight Investment
Funds Management Limited and Insight Investment International
Limited are authorised and regulated by the Financial Conduct
Authority in the UK. Insight Investment Management (Global) Limited
and Insight Investment International Limited may operate in certain
European countries in accordance with local regulatory requirements.

For clients and prospects based in Singapore: This material is
for Institutional Investors only. This documentation has not been
registered as a prospectus with the Monetary Authority of Singapore.
Accordingly, it and any other document or material in connection with
the offer or sale, or invitation for subscription or purchase, of Shares
may not be circulated or distributed, nor may Shares be offered or
sold, or be made the subject of an invitation for subscription or
purchase, whether directly or indirectly, to persons in Singapore other
than (i) to an institutional investor pursuant to Section 304 of the

Securities and Futures Act, Chapter 289 of Singapore (the ‘SFA) or (ii)
otherwise pursuant to, and in accordance with the conditions of, any
other applicable provision of the SFA.

For clients and prospects based in Australia and New Zealand:
This material is for wholesale investors only (as defined under
the Corporations Act in Australia or under the Financial Markets
Conduct Act in New Zealand) and is not intended for distribution
to, nor should it be relied upon by, retail investors. Both Insight
Investment Management (Global) Limited and Insight Investment
International Limited are exempt from the requirement to hold an
Australian financial services licence under the Corporations Act 2001
in respect of the financial services; and both are authorised and
regulated by the Financial Conduct Authority (FCA) under UK laws,
which differ from Australian laws. If this document is used or
distributed in Australia, it is issued by Insight Investment Australia Pty
Ltd (ABN 69 076 812 381, AFS license number 230541) located at
Level 2, 1-7 Bligh Street, Sydney, NSW 2000.

© 2022 Insight Investment. All rights reserved.
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