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Mercer has been a

pioneer of sustainable
investment for over

15 years. We have
immense experience,
equipping us to
understand your beliefs
and guide your journey
to sustainability as
ESG factors become

a core part of the
investment process.

The future is arriving fast for sustainable investment.
After years of slow progress, suddenly regulatory
pressure in the UK is putting environmental, social
and governance (ESG) integration and responsible
stewardship at the heart of investment portfolios.

As an asset owner, how should you react? How can you
comply with new regulations, manage reputational risks,
or access opportunities to improve returns?

At Mercer, we have been thoughtfully debating these
questions and engineering solutions for over 15 years.
We can truthfully claim to have been one of the drivers
of the emerging ESG debate, even when this was a lonely
place to be.

Today, that means we have knowledge, unrivalled
research and foresight. We use this to help our clients to
define and implement their approaches to sustainable
investment, as the integration of ESG factors plays a
catalytic role in shaping a more sustainable world.
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How can Mercer help?

Sustainable investment is quickly moving up the
agenda. A raft of new regulations in the UK are
putting ESG risks and opportunities at the core of
the investment process. Asset owners are having to
change their approaches — for some this means a
radical change, for others refinement.

At a time when the regulators are clear that they do not want a cookie
cutter approach, Mercer's vast experience in ESG makes us ideally
placed to help define and develop tailored programmes based on our
clients’ beliefs.

We work with organisations of all sizes, from those that are
acknowledged experts right through to those who are starting
their journeys.

Plotting your journey

We describe sustainable investment as an approach that
incorporates ESG factors and broader systemic issues — for instance,
climate change and sustainable development — along with active
ownership (stewardship).

For those clients in the early stages of their journey to sustainable
investment, we help by first identifying your beliefs, after which we
take our clients through a step-by-step pathway — formulating beliefs
and policies, designing processes, and then helping to implement them
in portfolios.

It's a journey intended to allow asset owners and investors to
develop the approaches that suit them best. You may want to make
sustainable investment a central capability or simply to comply with
emerging regulations.

Different approaches

There are many ways in which institutional investors approach
sustainable investment as they balance risk/return objectives and
reputational considerations with the needs of beneficiaries and
other stakeholders. We define four basic approaches: integration,
investment, stewardship and screening. Depending on their beliefs,
most investors would have a combination of these.

Our approaches

O Integration

Include ESG factors in investment
decisions, with an explicit approach to
climate change transition and physical
risks, which are portfolio-wide

L Stewardship

Exercise active ownership/stewardship
through voting and engagement with
underlying companies and by engaging
with policymakers

@ Investment

Allocate to sustainability themes

or impact investments for new
opportunities - for example, renewable
energy, water and social housing

A

) Screening

Screen out sectors or companies
deemed to be irresponsible or not
acceptable to profit from
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Shaping ESG asset

management since 2004

We established our Responsible
Investment team in 2004. Since
then it has been a leader in the
development of the sector in
the UK and globally, influencing
policymakers and regulators,
while working collaboratively
with other industry leaders to
champion new initiatives.

Notably, we were one of the founding
signatories of and an original adviser
to the UN-backed Principles for
Responsible Investment.

Our history has been one of consistent
foresight, collaboration and innovation,
as shown in our timeline.

Central to our investment beliefs is the
principle that ESG factors can materially
affect long-term risk and return outcomes.

Looking to the future, we are working
closely with the World Economic Forum on
the transformation risk associated with
global trends such as climate change and
water security.

' Defined as absolute carbon emissions, per $M
of FUM and Scope 1&2 for 11 multi-asset Mercer
Funds in aggregate and for each participating client
with a discretionary growth portfolio. - For clients
with discretionary growth portfolios, total client
AUM has been considered here. For UK, European
and Asian discretionary client portfolios and for
most multi-client funds domiciled in Ireland. This
represents a combined $43.7 billion USD in assets
under management as of 31 December 2020. For
Australian funds and Mercer-managed investment
options within Mercer Super, this represents a
combined $36.4 billion AUD.

N

Per dollar of assets under management. While the
funds continue to maintain an investment objective
of seeking long-term growth of capital and income,
they also promote environmental characteristics
through progressive decarbonisation with a view to
achieving net zero emissions by 2050.

1980s 2004 2008

Supported anti- Appointed to Launched global

Apartheid in advise UN PRI ESG ratings

South Africa

2015 2014 2011

+ Launched Investing + Developed Climate Change
in a Time of Climate Framework for and Strategic
Change report Sustainable Asset Allocation

+ ESG ratings for Growth report launched
passive equity

2016 2019

* Mercer on Global Financial
Stability Board Task Force

* Preparing Portfolios for
Transformation

Launched Investing
in a Time of Climate
Change: The Sequel

+ Named #1 investment
consultant globally by IRRI

2020
* Mercer Climate Transition Plan
+ Launched Analytics for Climate Transition (ACT)

+ Transformational Investment: Converting Global Systemic
Risks into Sustainable Returns

* Addressing Modern Slavery and Human Rights
* Partnership with UK-China Green Finance Centre —
Resilience: Lessons to Scale Responsible Investing

+ Responsible Investment Integration into US Defined
Contribution Plans

* Impact Investing
* Climate Transition Indices

2021

We are committing to a target of net-zero absolute carbon
emissions by 2050 across the majority of our funds’ as part
of our global investment roadmap. We expect to reduce
absolute portfolio carbon emissions by 45% from 2019
baseline levels by 2030.?
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In conclusion

Now is a notable time for sustainable
investment. New regulations and
changing investor preferences are making
stewardship and climate change core to
the investment process. What's more, fund
flows are growing fast.

As one of the early adopters, Mercer is a recognised
thought leader. That translates into exceptional
knowledge, clear insights and extensive manager research.
Whether your concerns are regulatory compliance,
reputation or improved risk/return, we can help you
achieve your goals.

We can help you look to the future, define your approach
to sustainable investment and make it a strength.

Contact us

Let us help you design a sustainable investment
strategy aligned to your beliefs and goals. If
you would like to take the next step on this
journey, please get in touch with us below.

www.uk.mercer.com/sustainable-investment

Alternatively, please feel free to contact our
local expert:

Lucy Tusa,

Partner, Senior Investment
Consultant, Mercer.
lucy.tusa@mercer.com
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Important notices

References to Mercer shall be construed to include Mercer LLC and/
or its associated companies.

© 2021 Mercer LLC. All rights reserved.

This contains confidential and proprietary information of Mercer
and is intended for the exclusive use of the parties to whom it
was provided by Mercer. Its content may not be modified, sold or
otherwise provided, in whole or in part, to any other person or
entity without Mercer’s prior written permission.

The findings, ratings and/or opinions expressed herein are the
intellectual property of Mercer and are subject to change without
notice. They are not intended to convey any guarantees as to the
future performance of the investment products, asset classes or
capital markets discussed. Information contained herein may have
been obtained from a range of third-party sources. Although the
information is believed to be reliable, Mercer has not sought to
verify it independently. As such, Mercer makes no representations
or warranties as to the accuracy of the information presented

and takes no responsibility or liability (including for indirect,
consequential or incidental damages), for any error, omission or
inaccuracy in the data supplied by any third party.

This does not constitute an offer or a solicitation of an offer to

buy or sell securities, commodities and/or any other financial
instruments or products or constitute a solicitation on behalf of any
of the investment managers, their affiliates, products or strategies
that Mercer may evaluate or recommend.

The value of your investments can go down as well as up, and you
may not get back the amount you have invested. Investments
denominated in a foreign currency will fluctuate with the value

of the currency. Certain investments, such as securities issued by
small capitalisation, foreign and emerging market issuers, real
property, and illiquid, leveraged or high-yield funds, carry additional
risks that should be considered before choosing an investment
manager or making an investment decision.

If applicable, assets under advisement data (Data) reported here
include aggregated Data for Mercer Investment Consulting, Inc.,
and its affiliated companies globally (Mercer). The Data have been
derived from a variety of sources, including, but not limited to,
thirdparty custodians or investment managers, regulatory filings,
and client self-reported data. Mercer has not independently verified
the Data. Where available, the Data are provided as of the date
indicated (the Reporting Date).

A business of Marsh McLennan

To the extent information was not available as of the Reporting
Date; information from a date closest in time to the Reporting
Date, which may be of a date more recent in time than the
Reporting Date, was included in the Data. The Data include
assets of clients that have engaged Mercer to provide project-
based services within the 12-month period ending on the
Reporting Date, as well as assets of clients that subscribe to
Mercer's Manager Research database delivered through the
MercerInsight® platform.

If applicable, assets under management data reported here
include aggregate data for Mercer Investment Management, Inc.,
and its affiliated fiduciary management businesses globally as of
the date shown.

Mercer has developed and implemented a methodology for
measuring the value added through their manager research
recommendations. If applicable, value added data shown are
based on this methodology, and the results of the analysis, for
periods to December 31, 2017 are described in the accompanying
report.

For Mercer’s conflict of interest disclosures, contact your Mercer
representative or see

This does not contain investment advice relating to your
particular circumstances. No investment decision should be made
based on this information without first obtaining appropriate
professional advice and considering your circumstances.

Mercer does not provide tax or legal advice. You should contact
your tax advisor, accountant and/or attorney before making any
decisions with tax or legal implications.

Copyright 2021 Mercer LLC. All rights reserved.
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