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SRI pursues long-term investment
in order to make companies run

marathon, not sprint race

SRI reflects not only financial
information but also extra-financial
issues(ESG) in investment process

haru hnldnr rig adhering to
investment, so-called ‘Wall

Street Rule’
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Three Forms of Capital Create Value

FINACIAL CAPITAL

Includes equity, debt, public and private investments

Better Investment
Decisions

PHYSICAL CAPITAL

Incudes use of natural resources and bulldings

HUMAN CAPITAL

Includes labor practices

{Source: Toward Sustainable Investment, CalPERS{2012))

VW Scandal-& ESG As Well As A5 o]4r
VW #i7]7kA 22 A o) %, ujl2d 2 7} 512H(20154 84 ~ 20161 99)

Vo]kswagen Volkswagen—share price development
00,000 2 25% relative to MSCI World Automobiles Index

400,000

300,000
200,000
104,000
0 ]

2015388 20760108

Total US Market

e 99 0 ¢ 9 g2 2
15,000,000 8 R 8 8 R & 8 R%
g g & o g ]
10,000,000 c A = O O O & =
5000000 | o MSCT World Automabiles Index (EUR)
0 = iolkswagen (EUR)
20159 B8 201649 98

{Source: Baird, Bloomberg, Car Magazine)
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Components of S&P 500 market value
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T0% 5 )
6% -
Bi% i
i 1%
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40% 83%
68%
0%
20%
i i 13%
% -
1975 1985 1995 2005 2015
¥ Intangible assets B Tangible assets
{Source © Ocean Tomo LLO)
= =] 1 0] =%
dj9]_gte AF(ESGE AT T A 4F)
Performance effect of ESG  Performance effect of E,S  Performance effect of ESG

considerations on Equities  and G considerations considerations in DM vs. EM
0% 0% 0% B9
5% - 62%
=0y, B0% 55% Bl
50% 5%
40%
At Atk 38%
0%
0% | 30%
0%
0% 2%
9%
10% ! i 8%
% 10% % co; 10% 6%
0% 0% (179
Equities E S G Developed  Emerging
Markets Markets
B Positive W Negative B Positive | Negative B Pasitive B Negative
(Source: ESG and financlal performance: aggregated evidence from more than 2,200 empirical studles (Friede, Busch & Bassen, Dec, 2015))
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* A4 FEEE2 7197 Al 3AA 4%E A

Paul A Gompers, Corporate Governance and Equity Prices (2001)

“Firms with stronger shareholder tights had higher firm value, higher profits and higher sales groweh.”
Q7 A 35 197
AR 19 Bl e A5 27 B 7199 AR W AN S8

AIMA/Simmons, Unlocking Value: the Role of Activist Alternative Investment Managers (2015)

“In general, the operating performance of targets does significantly improve following the start of an engagement,”
¢« G ) FREEe) 7199 994 vde 98

« N A5 FEEe Y A9 34 988 v GEE ol 71909 4 58 W EHEA 44 )

Andreas G.F Hoepner 9] 591, ESG Engagement, Risk & Return (2013)

"ESG engagement provides shareholder value enhancement opportunities,”

¢ Q3 ESG 710 F58E0] 719 d23 977 #5484 A e 9%
* AV ESG § WA AE AN 2R 719 A0 44 B A7) 1 E ded] 3AN0R AdR

e 294 (Universal Ownership) 9] o] 3]
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UNEP Finance Initiative "Universal Ownership" (2011)

« 2OY71EE2 A7 Wil REE0E SA/RAT S A ER7|Yolt 498 571 o ALAY A4 Y
Fa4. ol 2097132 U4 24 (Universal Owners)'® 17

¢ 0|50 XEEQ J|YUEL 7|AYF HAANA thFe e U A8 2AE of7] (External Cost) 2 TetA frjeld 2
Y& o] A% ol v 82 FAo Feey] 2ol A5 v s AR2 9 qeFd 03 P2 6 71939 8 &
o ¥4 9% 7| REAAEL A4S §4, 2120 £AE 71920] 4271 84 H3}HEnvironmental Damage)} AH21H =
& Jadet g AgoRA AT Y 238 BA= 5L Hor &

Pension Funds as “Universal Owners” (2011)*

© BN/ A B R e 9EE

o FUHA 09 FA502 Aot Y71 G AR QA A Het A= UAA Indexation) D T
A o152 A4 75 8 T FRAFY BEAE 77

o g Alde olavt dE &z SA Yo v gL nejste] FAAE S P

* Roger Urwin(2011), Pension Funds as Universal Owners: Opportunity Beckons and Leadership Calls, Rotman International Journal of Pension Fund Mg,

=7 44

L A%WH)o] vz} 22| FF

- 958 7] thet H3F o)
- GE 710y 88 §2 §8 134 B

2. FAAE U & YT
- A5 7 YRR AR 22/ BET gt

- ESG 5% (Integration) & A3 2]J(Screening) A 7

5,944 b A4
- 749 $HFree Riding) ¢ o{et FAAFAAE o9 T4
- o|A YA 143 A3tz Q14

Source: Roger Urwin{2011)




Why ESG matters?

7| d5e A A& 53 ) of
oS3} f2d 7Hd 3 Bl

ool 24 =347 & $34 4

b
_ Environment &

Social Issues
Ao w4

Governance Issues

GPIFS] 7 Ze| 9 ¢

(Source: GPIF)

A0 EAMIE EED| (20194.22)

47



9|53} H|-3- 12 o]

SRS AA A BRAA 9 AAA 97 S, DA 040] A4 Aol
o A B 9717 AT 3, A See 24

ot EE29)08 BT SA7| R0, 84 v4-L B9 o
gel2 (g Zaud, A2, A 878 34 5) Bolgel 9 4 98

ol 4 vl A5 g 4 5o 243 93

C 54 7)906] WA GBS B T2 199 4914, 127 B4 A 4
o go] oL vlY

- 33402, Just ARARY A% 4% AAY, 19T ZEZHQ A
A0 598 9%

G AP AFER(EFH 5T)

Cacgory | DOBU I VI | saqewaue | suad quug
GHG (24 71~ #2) 1,444 864 44% 4.47%
£ A8 366,555 66% 1.13%
99 (353 (Sox), oJAtsHE 4
(NO;{;&?‘.&I&E&?}%@% 314,001 54% 0.97%
g q 0 d 21,157 40% 0.07%
% 6,099 19% 0.02%
A 1,542 68% 0.01%
A 2,154218 49% 6.66%

(Source: Trucost Plc and PRI)
Largest 3,000 companies. Carbon priced at $85 for each ton of GHGs. Total external costs equivaleat to 3.6% of GDP
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