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Asset Management 3.0

Evolution towards three key dimensions of investing

Return Return Return

Asset Management 1.0 Asset Management 2.0 Asset Management 3.0
Growth of professionally managed Development of risk models and Materiality of sustainability risks
mutual funds quantitative strategies and opportunities

Now there is a new dimension to investing. Investors must understand the cost of a company’s entire activities — they
must value their stocks based on ‘impact-adjusted profits’

Peter Harrison, Group CEO Schroders, January 2021

Source: Schroders.

2 Schroders



The need for a proprietary approach
Low correlation of company ESG scores across providers

Sustainalytics vs TR

Sustainalytics vs MSCI

Thomson Reuters (TR) vs MSCI
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— Katherine Davidson, Global Equities Portfolio Manager

Source: Schroders analysis, 2020.
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A proprietary approach to sustainability
Delivering value through unique analysis, measurement and reporting

Strategy

development Impact

Investment analysis Thematic alighment
measurement

(CONTEXT) ) (ThemEx)
(SustainEx)

Investment
decisions

Active
ownership

Reporting

Source: Schroders
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Preparedness for a dynamic future

Stakeholder analysis provides insights into managing change

Communities

What support do you offer your local community?
Have you committed to protect human rights?

Employees
How do your employees perform? How
motivated is your team?

qerna
o /70

. () ®
Suppliers
How exposed is your supply chain to . . .
? ?
disruption risks? How strong are your com pa ny How is your brand perceived? What's in

your produce pipeline?

%o, ernanc®
Regulators
How competitive is your market? Are
you paying a fair rate of tax?
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supplier relationships?

Environment

Have you put in place an energy
transition plan? Are you managing
operating impacts?

Source: Schroders.



CONTEXT

A structured approach to stakeholder analysis

How should each stakeholder . .
contribute to the company Which companies are well- and
score? badly- placed?

\
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Setthemes  Weight stakeholders  Select metrics View rankings View company
‘ details
Which global ESG trends - , ‘

applygto cach sector? Which metrics can answer How do companies

key sector questions? perform on each metric?
Customers, communities, 500+ data points from 80+

735 ESG trends across 47 employees, environment, conventional and Qualitative and quantitative 14,000+ cquity and fixed

sub-sectors government & regulators, unconventional data sources analysis income issuers covered

suppliers

Source: Schroders
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SustainEx

Translating social impacts into financial costs
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Companies generate impacts on society

We mapped a wide
range of possible
impacts

(positive and

Subsidies

Taxation

Companies

Royalties

Innovation

Alcoholism
Malnutrition
Smoking

Obesity
Salaries and Gambling
]

compensation

a R ] R ! ] negative) Injuries and
Regulation is increasingly making companies pa Totlites
for those impacts
Donations Training Other benefits  Other costs
Innovation
Taxati 2 o
Salaries and benefits _— Wateruse SUStaInEX quantlfles
Carbon emissions o .
impacts in dollar terms...
Which can be compared to Alcohol production . L
Social value % sales peers on a consistent basis ...Identlfylng sources Of

comeeny2 Adding together positive and risk to company

| CompanyB nemg_ ogether positive an —-—

gative impacts yieldsan . ang
| Company.C assessment of every - P rofitabil Ity

CompanyD company
CompanyE
Company F
Company G

Source: Schroders, February 2021. lllustrative purposes only.
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A proprietary tool built on...

Over 700 academic and industry

studies of social impacts and
externalities

Over 70 data points for each

company, estimated where not
disclosed

~16,000

global companies examined

Schroders




ThemEx*

Aligning the product and services of companies to the SDGs

Environment Quantification of portfolio exposures

e

Portfolio illustration
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Source: Schroders, for illustration only. *ThemEx is under development
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Incorporating climate change into investment analysis

Transforming research and innovation into structured analysis and integration

" Climate progress dashboard 7] Climate alignment wil

tracks pace of climate action
and transition timing

measure climate scenarios
to which portfolios are
aligned

~
@® ) @ G
Climate trend analysis % Investment analysis % Outcome measurement _) Active ownership

Engagement and voting to

. Climate risk tool kit Fundamental assessment of = 'y
Tools examines exposure to investees’ management of Measures support transition to
limate ris! d risks decarbonisation
Carbon VAR @ =————=0  climate risks an [ Y Targets ® PY
opportunities
Physical risk Actions mberaf shrsholes eslutions vt an

Stranded assets » Organisation

Lo - g W
g Ed ‘
Transition i IIIIII

Growth opportunities

Source: Schroders. For illustrative purposes only.
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Active ownership

Enhancing our analysis
Influencing company behaviour

<~\>
>

Engagement

We engage with them to
help them recognise the
impact of the changing
world

We work with
companies to
find out how
prepared they
are for the
changing world

We use our voice
to make sure

Dialogue changes happen

©

Source: Schroders.
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Climate

GHG Emissions
Decarbonization
Net Zero
Physical Risks
Renewable

Six key thematic priorities

®)

Biodiversity and
Natural Resource
Constraints

Biodiversity

Deforestation

Pollution and Chemicals
Waste and Circular Economy
Water Stress

Responsible Sourcing

Plastic pollution

&

Human Capital
Management

Health and Safety
Wellbeing

Compensation & Benefits
Employee Engagement
Freedom of Association
Culture
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Inclusion and
Diversity

Board Diversity

Workforce Diversity &
Inclusion

Impact of Products Services
on Diverse Communities
Gender & Ethnic Pay Gap
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Human Rights

Child Labour

Ethical Supply Chain
Indigenous Rights

Basic Access to Products and
Services

Modern Slavery

®

Governance
and Oversight

Shareholders Rights
Executive Compensation
Board Composition
Governance interlinks with
E+S issues




Important information

Important Information

The contents of this document may not be reproduced or distributed in any manner without prior permission.

This document is intended to be for information purposes only and it is not intended as promotional material in any respect nor is it to be construed as any solicitation and offering to buy or sell any investment products. The views and opinions contained herein are those
of the author(s), and do not necessarily represent views expressed or reflected in other Schroders communications, strategies or funds. The material is not intended to provide, and should not be relied on for investment advice or recommendation. Any security(ies)
mentioned above is for illustrative purpose only, not a recommendation to invest or divest. Opinions stated are valid as of the date of this document and are subject to change without notice. Information herein and information from third party are believed to be reliable,
but Schroder Investment Management (Hong Kong) Limited does not warrant its completeness or accuracy.

Investment involves risks. Past performance and any forecasts are not necessarily a guide to future or likely performance. You should remember that the value of investments can go down as well as up and is not guaranteed. You may not get back the full amount invested.
Derivatives carry a high degree of risk. Exchange rate changes may cause the value of the overseas investments to rise or fall. If investment returns are not denominated in HKD/USD, US/HK dollar-based investors are exposed to exchange rate fluctuations. Please refer to
the relevant offering document including the risk factors for further details.

This material has not been reviewed by the SFC. Issued by Schroder Investment Management (Hong Kong) Limited.
Schroder Investment Management (Hong Kong) Limited

Level 33, Two Pacific Place, 88 Queensway, Hong Kong

Telephone +852 2521 1633 Fax +852 2530 9095
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