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Pension Governance & ESG:
The 3 Pillars of ESG

Broadly, ESG can be categorised into the following buckets

\ L “
‘ Environmental Social &.::_&Governance

Air quality and pollution Community initiatives Accountability & audit
Climate change Diversity & equal opportunity Board of directors

Energy use Employee engagement Effective communications
Sustainability Health & safety Management functions
Waste and conservation Labour & working conditions Remuneration

Water Supply chain Risk management

Responsible Investment is an approach to investing that aims to incorporate
Environmental, Social and Governance (ESG) factors into investment decisions, to
better manage risk and generate sustainable, long-term returns.”
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Driving Pension Governance & ESG:
Opportunities & Challenges

A decade of Responsible Investment

The PRI has grown consistently since it began in 2006:
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Unless otherwise stated, information presented is as of 30 April 2016.
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Growth in Sustainable Investment Market
Table 1: Growth of SRI Assets by Region 2014-2016
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Driving Pension Governance & ESG:
Opportunities & Challenges

Growth Compound
over Annual
period Growth Rate
Europe $10,775 $ 12,040 11.7% 5.7%
United States $ 6,572 $ 8,723 32.7% 15.2%
Canada $ 729 $ 1,086 49.0% 22.0%
Awustralia/New Zealand $ 148 $ 516 247.5% B86.4%
Asia ex Japan $ 45 $ 52 15.7% 76%
Japan $ 7 $ 474 6689.6% 724.0%
Total $ 18,276 $ 22,890 25.2% 11.9%

Mote: Asset values are expressed in billions.

Asia ex Japan 2014 assets are represented in US dollars based on the exchange rates at year-end 2013. All other 2014 assets, as well as all
2016 assets, are converted to US dollars based on exchange rates at year-end 2015.

Figure 2: SRI Assets by Strategy and Region

Impact/community investing

Sustainability themed investing
Positive/best-in-class screening

Corporate engagement and shareholder action
Norms-based screening

ESG integration

Negative/exclusionary screening
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Source: GSIA Global Sustainable Investment Review 2016
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Driving Pension Governance & ESG:
Opportunities & Challenges

Millennials seen as a key driver of demand

80% 5% 73% 73%
70% o7 62% 62% 61%
60% 58%
50% 44% 47%
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Express Values Positive Impact Competitive Returns
m Age 70+ = Boomers Gen X = Millennials

Source: Morningstar. US Trust Insights on Wealth and Worth, 2014
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Driving Pension Governance & ESG:
Opportunities & Challenges

“...the study combines the findings of about 2200 individual studies....
...by far the most exhaustive overview of academic research on this topic...”

ESG and Financial Performance
63%

VOTE COUNT STUDIES META-ANALYSES

m Share of Positive Findings m Share of Negative Findings

“90% of studies find a non-negative ESG—Company Financial Performance relationship.
More importantly, the large majority of studies report positive findings”

Source: ESG and financial performance: aggregated evidence from more than 2000 empirical studies Gunnar Friede, Timo Busch & Alexander
Bassen — December 2015
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Disclaimer

The information contained within this document is generic in nature and does not contain or constitute investment or investment product advice.
The information has been obtained from sources that First State Investments (“FSI”) believes to be reliable and accurate at the time of issue but
no representation or warranty, expressed or implied, is made as to the fairness, accuracy, completeness or correctness of the
information. Neither FSI, nor any of its associates, nor any director, officer or employee accepts any liability whatsoever for any loss arising
directly or indirectly from any use of this document.

This document has been prepared for general information purpose. It does not purport to be comprehensive or to render special advice. The
views expressed herein are the views of the writer at the time of issue and may change over time. This is not an offer document, and does not
constitute an investment recommendation. No person should rely on the content and/or act on the basis of any matter contained in this
document without obtaining specific professional advice. The information in this document may not be reproduced in whole or in part or
circulated without the prior consent of First State Investments. This document shall only be used and/or received in accordance with the
applicable laws in the relevant jurisdiction.

In Hong Kong, this document is issued by First State Investments (Hong Kong) Limited and has not been reviewed by the Securities & Futures
Commission in Hong Kong First State Investments is a business name of First State Investments (Hong Kong) Limited.

Commonwealth Bank of Australia (the “Bank”) and its subsidiaries are not responsible for any statement or information contained in this
document. Neither the Bank nor any of its subsidiaries guarantee the performance of the Company or the repayment of capital by the Company.
Investments in the Company are not deposits or other liabilities of the Bank or its subsidiaries, and the Company is subject to investment risk,
including loss of income and capital invested.



