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Additional impact indicators to complement our

potential avoided emissions approach

In our previous reports for the Vontobel Fund - Clean Technology,
we elaborated on the concept of “Potential Avoided Emissions”
(PAE). This method is based on an estimate for carbon emissions
over the entire lifecycle of the products marketed by our portfolio
companies, a more holistic and forward-looking approach than

the carbon footprint method. While the PAE calculation, which we
developed in cooperation with the consultancy ISS ESG, will remain
an important part of our reporting, we have now started to collect
additional impact data. Thereby we aim to become more transparent
and provide useful information on the positive impact of the port-
folio holdings, e.g. how much waste water was treated or how
many tons of coal was left in the ground by switching to renewable
energy generation. From now on, these additional indicators will
complement our PAE reporting and will form an integral part

of our annual Vontobel Fund - Clean Technology impact report.
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https://am.vontobel.com/document/8a8a17a6-2228-4ccf-acca-2b3d3fd844f4/Potential%20Avoided%20Emissions%20in%20Vontobel%20Fund%20Clean%20Technology_20181231_EN_Vontobel%20Fund%20-%20Clean%20Technology.pdf
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Introduction

Through the Vontobel Fund - Clean Technology fund, we
aim to capture investment opportunities arising from
environmental and social challenges, proactively manage
risks related to climate change, encourage invested
companies to improve disclosure of relevant information,
integrate financially material environmental, social and
corporate governance (ESG) factors into our investment
process, actively engage with companies and use our
voting rights. We strive to continuously increase the trans-
parency and improve our reporting. Our previous reports
for the Vontobel Fund - Clean Technology highlighted
the concept of “Potential Avoided Emissions” (PAE), a
carbon measurement methodology gaining traction in
investment circles. However, we also see growing interest
from investors, to learn more about our portfolio’s envi-
ronmental strategy. We believe it is therefore a good time
to launch additional impact indicators such as the amount
of wastewater treated or renewable energy produced,

to our reporting. To better illustrate the results, we have
also launched a web-based calculator, which computes
the amount of carbon emissions avoided, as well as the
other indicators related to an investment in the Vontobel
Fund - Clean Technology. In addition, we also elaborate
on how the portfolio holdings are aligned with the United
Nations’ Sustainable Development Goals (SDGs) and
show what portion of their revenues reflects the fund’s
overall objective.

That said, the PAE methodology remains the cornerstone
of our impact investing approach as we consider it an
important and suitable metric to underline the positive
impact on climate change of the fund holdings. Together
with our cooperation partner ISS ESG, we developed

and refined this measure, using a considerable amount

of in-house as well as external research. PAE differs

from the widely used carbon footprint method, which
measures the carbon emissions during the manufacturing
phase of a product. In contrast, the PAE methodology

focuses on the products’ operating life. Is a product par-
ticularly energy efficient or optimises processes, enabling
others to reduce energy consumption, it avoids emis-
sions, which otherwise would have occurred; as such,
PAE is a more comprehensive measure. The distinction

is important as the UN clearly states that the 1.5 degree
target can only be achieved with innovative products
emitting less CO2 or even avoiding carbon emissions
during their use phase.

For the holdings of the Vontobel Fund - Clean Tech-
nology, the amount of carbon emissions saved during
their product’s use often exceeds the amount of
carbon emissions caused during its production, i.e. the
net carbon emissions of such a product is negative.

A simplistic example: The manufacturing of a conven-
tional light bulb causes fewer carbon emissions than a
LED lamp (carbon footprint method). However, when
comparing these two products over their entire operating
lives, the LED lamp consumes a fraction of the electri-
city the conventional light bulb would need, and hence
avoids a substantial amount of carbon emissions.

Given the overall urgency to tackle climate change, we
believe fund offerings such as the Vontobel Fund - Clean
Technology will become more relevant for investors.
With our approach, we believe we provide investors with
the opportunity to shift from a focus on mitigating ESG
risks, to positive impact considerations. This solution-
oriented approach can clearly help fulfil an active societal
role in addition to achieve defined financial return objec-
tives. We are convinced that impact investing is not only
about avoiding risks, but also about capitalizing on the
investment opportunities that climate change and the
transition to a low carbon economy can offer.
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How our investment

themes unfold
in the portfolio

Thematic funds typically try to capture the opportunities arising from long-term
megatrends such as growing population, increasing urbanization and rising income.
In order to address these trends, the Vontobel Fund - Clean Technology focuses

on six core themes that are listed below. However, we note that these six themes are
not mutually exclusive and consequently, companies can sometimes fall into more
than one category. We target companies with products and services along the whole
“ESG value chain”, which can offer a way out of today’s pressing problems of
resource scarcity and pollution.

|-II|

Clean energy - replace fossil fuels

with renewables

Clean energy represents a significant component
of alow impact to human intervention on the
environment. The overall focus lies on emission
reduction, renewable energies, and technologies
enabling a stronger, smarter and greener grid.

Building technology - build sky-high

with an eye on efficiency

Housing and residential applications account

for 36 %? of global energy consumption. Compa-
nies related to this theme provide technologies
and materials to lower the environmental impact
over the lifecycle of a building, from site selection
through design and materials choices, construc-
tion, operation, maintenance, building upgrades
and demolition. The trend towards zero-emission
or low-energy houses presents opportunities

for investors.

Resource-efficient industry - make
processes simpler and cleaner

Efficient industries play a vital role in a move
towards a more environmentally friendly world.
Clean and efficient production processes

will reduce energy and materials consumption
while increasing the output needed to cope
with rising demand. Importantly, digital transfor-
mation is paving the way for new approaches
to product development, production and the
entire logistics.

> www.iea.org/topics/energyefficiency/buildings/
s www.iea.org/tcep/transport/
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Clean water - let the right kind of liquidity flow
Rising water consumption as well as pollution
has become a global problem. Challenges
include not just the delivery or treatment of
drinking water in arid regions, but also the
maintenance of the existing infrastructure in
industrialized countries. We focus on com-
panies providing technological solutions for
efficient water usage, proper wastewater
treatment, purification and desalination.

Low-emission transportation - travel

without shame

The logistics and transportation sectors are
large contributors to global emission and pollu-
tion. They are responsible for 24 % of direct
CO2 emission from fuel combustion.® Compa-
nies need to offer innovative solutions and
technologies to better connect a global and
converging world through improved logistics as
well as low-emission transportation that also
saves time and resources. We concentrate on
companies that develop key technologies for
the future of mobility.

Lifecycle management - think of disposal
before production

Reusing resources and reducing waste is
increasingly important, not the least because
today’s global plastic concerns. Advanced
manufacturing companies integrate product
lifecycle concepts including aspects such as
disposal, waste management and recycling
technologies into product design and manufac-
turing processes. For the time being, the
number of investable stocks in this area is
limited, but is expect to rise.
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A purity factor of 72% across all themes

Investors often want to know how we construct our
themes into a portfolio and how we ensure that we don’t
stray from the thematic fund’s defined course. Conse-
quently, we regularly analyze the revenue mix of each
company in the portfolio and identify the theme-relevant
shares. The inner circle of figure 1 shows the portfolio’s
allocation to the six clean tech themes, while the outer
circle represents the percentage of theme-relevant reve-
nues within each theme.*

Figure 1: The fund offers a high “purity level”, 72% of revenues are theme-relevant

74 %

71%

63 %

Source: Vontobel Asset Management. Data as of June 30, 2019, all 61 holdings surveyed.

Investment exposure by theme
Resource-efficient industry
Clean water

Low-emission transportation
Clean energy infrastructure
Building technology

Lifecycle management

¢ For companies with activities (revenue) in several themes, all relevant revenue shares are allocated to the main theme.

25%
25%
17%
16%
14%

3%

5
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The 17 Sustainable Development Goals (SDGs) were
adopted by all United Nations member states in 2015 as
a universal call to action to end poverty, protect the planet
and ensure that all people enjoy peace and prosperity
by 2030. The UN estimates that approximately five to
seven trillion US dollars are needed annually to achieve
these goals. The individual goals are defined in a list of
169 targets with progress towards these targets being
tracked by 232 unique indicators. The Sustainable
Development Goals Report 2019 has identified climate
change as the most urgent and highest-impact area

for action. However, given the lack of available data, it

is currently impossible for us to track the progress
towards the SDG targets on a portfolio holding level.
Nevertheless, to put our offering into perspective,

we can at least link the individual activities of the portfolio
holdings to the different goals. Based on our assessment,
each of the companies in the portfolio was supporting

at least one of the SDGs as shown in figure 2.

In addition, we can also identify a minor contribution from
some companies to SDG 3 “Health and Well-Being” (2
companies) and SDG 12 “Responsible Consumption and
Production”(3). The remaining ten SDGs are broader
societal goals that are beyond the scope of our techno-
logy-orientated offering. Nevertheless, since the indi-
vidual goals are often intertwined, we believe the compa-
nies in the fund often provide a positive impact on these
broader societal goals as well.


https://unstats.un.org/sdgs/report/2019/The-Sustainable-Development-Goals-Report-2019.pdf 
https://unstats.un.org/sdgs/report/2019/The-Sustainable-Development-Goals-Report-2019.pdf 
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Figure 2: Number of fund holdings with material contribution to UN SDGs

CLEAN WATER
AND SANITATION

13 oo

Water analysis
Water equipment

Water infrastructure
Water utility

Future mobility
Low carbon economy
Power generation

Alternative energy
Electric utility
Power equipment

SUSTAINABLE
DEVELOPMENT

GL:ALS

INDUSTRY, INNOVATION 1 SUSTAINABLE CITIES
AND INFRASTRUCTURE AND COMMUNITIES
1 R R
Industrial equipment Rail infrastructure & operator
IT & software Building automation
Smart grid & lighting Efficient heating, ventilation & cooling

Source: United Nations; Vontobel Asset Management.
Data as of June 30, 2019, all 61 holdings surveyed Companies can contribute to one or more SDG.

7
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Adding seven indicators
to our PAE and carbon
footprint reporting

Depending on the economic cycle and corresponding
investment opportunities, the thematic allocation of the
fund - and thus the contribution to the SDGs — may vary
over time. To better reflect these fluctuations, we decided
to introduce four additional clusters of indicators related
to water, waste, transportation and energy linked to the
products or services that a company supplies. For exam-
ple, the positive impact of companies in the fund theme
“clean energy infrastructure” is measured in gigawatt
hours (GWh) of renewable energy generated. In addition,
the impact of wind and solar equipment companies is
reflected by the capacity in megawatts (MW) of wind

turbines and solar modules shipped within a year. At
the core of the water impact indicator is the amount of
liters of drinking water provided, and liters of water
recycled, treated, or saved. For the “low-emission trans-
portation” theme, we use the amount of passenger-
kilometers travelled by train and ton-kilometers of cargo
transported by rail as impact indicators. We also evaluate
how much our portfolio holdings’ products and services
reduce or avoid carbon emissions. From now on, the
new indicators will complement our reporting on carbon
emissions (PAE and carbon footprint methodology).

Figure 3: From fund themes to new impact indicators, via UN development goals

Vontobel Fund - Clean Technology

ﬁ E |-II|

Low-emission
transportation

Resource-efficient
industry

Clean energy
infrastructure

' '

13 o

3 2

T -l
Investment 7~ . EI
themes () —
Clean water Life-cycle Building
management technology
CLEAN WATER INDUSTRY, INNOVATION
UN SDG AND SANITATION .’«an:msml;nmm
Drinking water Waste treated/ Passengers
Impact provided processed/recycled transported
indicator
Water recycled/ Cargo transported
treated/saved on rail

Source: United Nations, Vontobel Asset Management; for illustrative purposes only

Renewable power
generated

Renewable energy
devices shipped
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We have compiled and calculated our new impact
indicators for all holdings of the Vontobel Fund - Clean
Technology portfolio as of June 30, 2019. The data points
have been taken from various communication channels
of the investee companies such as annual reports, sus-
tainability reports and websites. The companies overall
were associated with a positive impact over a year

equivalent to:

125,097 GWh
28,545 MW
12,773 million m*
12,624 million m®
157,227 million
326,603 million t
68 million t

130 million t
2,634 million t

renewable energy generated

annual renewable capacity shipped

drinking water provided

water recycled, treated or saved

passenger km transported by train

cargo km transported by railroad

waste treated, processed or recycled

CO2e emitted (carbon footprint, scope 1&2)
CO2e avoided (PAE)

To make the indicators less abstract and more meaning-
ful, we tried to visualize the impact an investment of

one million euros in the Vontobel Fund - Clean Tech-
nology would have in terms of the new indicator types,
applying the ownership structure as of June 30, 2019
(see figure 4). For further details on sources, calculation
of individual indicators please see the appendix.

9
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Figure 4: Investment-to-benefit effect of investing 1 million euros in the Vontobel Fund - Clean Technology

Generation of renewable energy:

187,120 kWh

Providing clean energy to

119 people

for one year

Provision of drinking water:

24,990 m?®

Supplying water to T
475 people ﬂ
foroneyeg p ‘

Waste treated or recycled:

141 tons

Treating waste of

289 people

for one year

-

* GHG emissions in terms of CO2 equivalent caused under carbon footprint method (scope 1&2)

Shipment of renewable energy devices:

91 kW

Replacing A
279 tons '
of annual coal o o

consumption

Water recycled, treated or saved:

21,202 m?

Treating waste water of

NS
403 people nAns

for one year

" GHG emissions in terms of CO2 equivalent avoided under PAE method

Source: Vontobel Asset Management. Portfolio as of June 30, 2019.

Eco-friendly passenger transport:

61,135 pass. km

Avoiding

122

short distance flights
per year

Rail cargo transport:

116,671 t km

Taking

55 trucks

off the Gotthard route

per year —
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Some details on carbon related indicators

Despite this year’s focus on new indicators, we will
maintain carbon emissions as our key indicator focussing
on the climate impact. A significant proportion of the
Vontobel Fund - Clean Technology is invested in com-
panies that manufacture and sell products and services
that help to reduce greenhouse gas (GHG) emissions.
Potential avoided emissions (PAE) are “emissions

that would have been released if a particular action or
intervention had not taken place”. For further details

on the PAE methodology please refer to the appendix.

To calculate the PAE, each company within the fund has
been contacted to provide data relative to a comparable
baseline. The calculation is based on the individual
products sold and services provided during 2018. On a
positive note, we saw that the portfolio companies have
become more responsive to our queries and the quality
of reported data has generally improved compared

to the previous years. We attribute this to an overall
growing demand for climate related data from investors.
In addition, the recommendations of the Task Force

on Climate-Related Financial Disclosures (TCFD)® are
also becoming more relevant for a growing number

of companies.

The investment of one million euros in the Vontobel
Fund - Clean Technology corresponds to PAE

of 4,710t CO2e. The three biggest contributors to
avoided emissions are Saint-Gobain, Canadian

Solar and Andritz at 31 %, 23% and 20 % of the fund’s
total avoided emissions respectively. Overall, we

can show that the Vontobel Fund - Clean Technology
has a large positive impact in terms of CO2 emission
reductions across all investment themes and that the
portfolio holdings avoid significantly more CO2 than
they emit (see figures 5 and 6).

Estimating PAE in addition to the traditional CO2
footprint assessment helps understanding a company’s
relationship to climate change. Tightening regulatory
measures to curb emissions and a potential price on
carbon emissions, be it via tax or through a trading
platform, will shift demand towards energy efficient
products, processes and related services. Companies
offering high PAE could enjoy better financial perfor-
mance in such a transition period.

Figure 5 and 6: Portfolio holdings avoid more CO2 than they emit

t CO2e per EURm invested

tCO2e

EMISSIONS

tCO2e (SCOPE 3

DATA PER 1 EURmM EMISSIONS UPSTREAM,
INVESTED (SCOPE 1&2)¢ ESTIMATE)’ PAE tCOz2e
Total fund 118 263 4,710

Clean Energy

Infrastructure 23 44 1,844

Low Emission

Transportation 9 31 42

263

B Potential Avoided
Emissions
CO2 emissions
(scope 3 upstream)
B CO2 emissions
(scope 1&2)

Source: Vontobel Asset Management, calculations and estimates in cooperation with ISS ESG. Portfolio as of June 30, 2019.

5 The TCFD, a section of the Financial Stability Board, in June 2017 published specific recommendations on the voluntary reporting of the
financial impact of climate risks. The focus is on the four areas governance, strategy, risks, as we as Metrics and Targets. The climate

risks are divided into transition risks and physical risks.

6 Scope 1&2: Carbon emissions generated during a company’s manufacturing process
7 Scope 3: Carbon emissions of suppliers to a manufacturing company (upstream, estimate)
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Carbon emissions in a global context

At the Paris climate conference (COP21) in December
2015, 195 countries adopted the first-ever universal
global climate deal. The so-called Paris Agreement’s
central aim is to strengthen the global response to the
threat of climate change by keeping the rise in global
temperature “well below” 2 degrees (or even 1.5 degrees)
Celsius this century versus pre-industrial levels.
Additionally, the agreement aims to strengthen the ability
of countries to deal with climate change.

To put our calculation of potential avoided emissions
into this broader context, we compare the results of the
Vontobel Fund - Clean Technology to relevant third-party
carbon data. A critical question is whether the level of
avoided carbon emissions is sufficient to limit global
warming as defined by the Paris Agreement.® Figure 7
shows the approximate level of carbon emissions (scope
18&2) that is associated with an investment of 1 million
euros into today’s economy, illustrated by the carbon
footprint of the MSCI World Index (black column). The
blue column shows the level of emissions corresponding
to warming of 1.5 degrees Celsius. This number is based
on scientific models requiring the economy to reduce
2017 levels of global greenhouse gas emissions by 55%
until 2030.” The yellow column shows that the carbon
footprint of the Vontobel Fund - Clean Technology

is already today broadly aligned with the 1.5 degree
Celsius objective. Our contribution in times of climate
change reporting

The ongoing discussion on climate change since the Paris
Agreement, the climate strikes initiated by Greta Thun-
berg and the rising opposition by the young generation,
have helped to accelerate the transition towards a low
carbon society. Over 2,450 investors that are signatories
to the UN Principles for Responsible Investment (UNPRI),
are required to comply with the Task Force on Climate-
Related Financial Disclosures (TCFD) by 2020. We see
TCFD as a catalyst to drive increased disclosure on climate
strategy and growing investment in climate friendly
solutions. According to a Bank of America Merrill Lynch
estimate, climate action regarding renewables, storage
and infrastructure protection is likely to require invest-
ments of around 10-14 trillion US dollars.®

Companies are therefore called upon to take the matter in
their own hands. The finance industry can contribute in
various ways. One possibility is to make carbon emissions
and climate risk measurement a vital part of their risk
assessment. We focus on a suitable metric to underline
the positive impact on climate change of the fund hold-
ings, namely, carbon emissions avoided through innova-
tive products and services. With our approach for the
Vontobel Fund - Clean Technology we give investors the
opportunity to shift from the current focus on mitigating
ESG risks to positive impact considerations.

Figure 7: Vontobel Fund - Clean Technology is broadly aligned with the +1.5 degree

Celsius limit
t COz2e per EURm invested

MSCI World Index
(1.5°C Scenario)

Source: YourSRI, ISS ESG and Vontobel Asset Management

Global Capital Market

VT-CT Carbon Footprint
(scope 1&2)

® The effort to limit global warming to 1.5 or 2 degrees Celcius versus pre-industrial levels, a non-binding United Nations goal,
subscribed to by 174 nations and the European Union, effective since November 2016

7 UNEP: Emissions Gap Report 2018, November 2018; www.unenvironment.org/emissionsgap

& Bank of America Merrill Lynch, Climate-geddon in reporting — a primer on TCFD, August 2019
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Appendix

ESG at Vontobel

As a globally operating financial expert with Swiss roots,
we specialize in wealth management, active asset man-
agement and investment solutions. Vontobel has been
committed to value-oriented and far-sighted investment
for generations. As a pioneer in the field, we have offered
a wide range of sustainable investment solutions since
the 1990s.

Vontobel is part of the United Nations (UN) Global
Compact - a strategic initiative for companies that
pledge to align their operations and strategies with
universal principles in the areas of human rights, labor,
environment and anti-corruption. In addition, Vontobel

is a climate neutral company according to Scope 1,

2 & 3 and a signatory to the Principles for Responsible
Investment. We adopt a broad commitment to culture
and society through, for example, our membership of the
ICRC Corporate Support Group.

Leading ESG rating agencies class Vontobel as
“sustainable” and the Corporate Disclosure Project
(CDP) rank us as one of the top ten climate friendly
financial services providers in Germany, Austria and
Switzerland.®

Voting & Engagement

As managers of the Vontobel Fund - Clean Technology,
we consider active ownership as very important for

the development of sustainable economies, societies and
the environment. Material ESG issues can impact the
future success of a company and therefore its investment
potential. Consequently, we put a strong emphasis

Figure 8: Data availability by companies

on direct engagement with our portfolio holdings,
particularly on environmental issues and the related
opportunities and risk. We deem this an integral part

of our research activities. The Voting & Engagement
Guidelines for this fund are based on the Vontobel
Voting & Engagement guidelines and were updated and
further specified in summer 2019. They also describe
the key objectives of our engagement, which we believe
are relevant for the investment themes of the Vontobel
Fund - Clean Technology.

Impact indicators - data procurement,

calculation and data quality

Wherever possible, we rely on reported data from

the portfolio holdings. This could include annual reports,
sustainability reports, websites or other investor informa-
tion. Requesting this data and motivating companies

to measure and disclose the required data and indicators
publicly is part of our engagement work.

The relevant environmental metrics for the portfolio
companies were measured where data was available or
could be estimated. The analysis included all companies
in which the Vontobel Fund - Clean Technology was
invested in as of June 30, 2019. We aimed to obtain the
most recently available environmental data from the
invested companies; for over 90 %, the data is from com-
pany's fiscal year 2018 or ending March 2019. The per-
centage owned of each invested company (the calcula-
tion is based on the proportion of shares owned) was
applied to measure the environmental benefit attributable
to the fund.

NO OF

RELEVANT
IMPACT INDICATORS COMPANIES DISCLOSED ESTIMATED
CO2e emitted (carbon footprint) 61 43 18

° www.vontobel.com/en-ch/about-vontobel/responsibility/sustainable-investing/


http://Voting & Engagement Guidelines
http://Voting & Engagement Guidelines
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Sources for the calculation of the individual impact

indicator comparison in figure 4:

— Renewable energy generated: Eurostat: Electricity
consumption per capita in the households sector
in the EU-28 in 2017 was 1,579 kWh per capita.
Source: https://ec.europa.eu/eurostat

— Renewable energy devices shipped, own estimate:
Wind and solar power — average capacity 30 %.
Coal power plant needs on average 1.2 kg thermal
coal for the production of one kWh electricity.

— Drinking water provided: European environment
agency: On average, 144 litres of water per person
per day is supplied to households in Europe.
(2017: per year: 144 | x 365 days = 52,560 | or

Water recycled/treated or saved: assumed that all
drinking water is treated/recycled

Waste treated or recycled: Eurostat waste statistics
2017: EU average of 487kg waste per capita and
year. Source: https://ec.europa.eu/eurostat

Passenger transport eco-friendly: Short distance flight

of 500 km on average
Rail cargo: payload of a 40-ton truck is about 27 tons:
we assumed a road distance on Switzerland’s

Gotthard route from Erstfeld to Biasca (78 km) for
illustration purposes for rail cargo kilometres.

Carbon footprint: Cars: average annual distance in
Germany 2018: 13,727km; average CO2 emission
of EU cars in 2018: 120.4g/km - 1.65t CO2/year.

52.56m?%). www.eea.europa.eu Source: www.kba.de; Kraftfahrtbundesamt
— Avoided carbon emissions: see carbon footprint

Figure 9: Allocation of impact indicators to the Clean Technology themes

ANNUAL ECO-
RENEW- RENEW- WATER FRIENDLY CARBON

ABLE ABLE RECY- PASSEN- CARGO FOOT- AVOIDED

ENERGY ENERGY DRINKING CLED/ GER TRANS- WASTE PRINT CARBON

GENERAT- DEVICES WATER TREATED/ TRANS- PORTED TREATED/ (SCOPE EMIS-

THEME ED SHIPPED PROVIDED SAVED PORT ONRAIL RECYCLED 1&2) SIONS
million

passenger- million tons tons

GWh MW million m®  million m? km ton-km tons CO2e COz2e

> 4

Source: Vontobel Asset Management. Portfolio as of June 30, 2019. Asset under Management: 248 EURm.

Potential Avoided Emissions (PAE) Methodology
Avoided emissions are “emissions that would have been This is the fourth time we have conducted such an
released if a particular action or intervention had not analysis. No significant methodological changes have

taken place”.’* Avoided emissions can appear in Scope 1, been implemented since the previous year’s analysis.
2 and/or 3, depending on the type of product or service
offered and how it affects the third parties®? value chain.

© CDP, Technical note: Glossary terms
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Figure 10: The GHG Protocol’s division of greenhouse gas emissions into Scopes

Scope 2 Scope 1
Scope 3 Scope 3
purchased goods J £ leased transportation
and services (@i assets and distribution -
purchased electricity, investments
capital steam, heating & 1.1 . % processing of
goods @ cooling for own use B j sold products ﬂﬁ
employee company facilities
- commuting franchises
fuel and energy 1o x
related activities BUSInEsS

= [l
transportation
and distribution

travel

waste generated
in operations

-5

company vehicles

use of sold § E

products leased assets

end-of-life treatment
of sold products

Reporting company Downstream activities

Source: GHG Protocol

The emissions occurring during the use of a product,
falling into the producing entities Scope 3 emissions, can
be much larger than the emissions from the product’s
production. Hence, the assessment of Scope 3 emissions
are of utmost importance. The emissions avoided by
using a more efficient product or service are often condi-
tional to either consumer or market behaviour although
this analysis does not make absolute predictions about
behavior or market developments. Consequently, ISS ESG
has chosen the term “potential avoided emissions”

(PAE) to underline that the avoided emissions presented
in this report are not assured or verified by a third party
and are dependent on certain behaviours. Furthermore,
the companies included in this report provide popular
services with a proven market demand, sometimes using

infrastructure that has been in place for over a century.

It is therefore difficult to establish additionality. For
instance, if one company were to cease operation, it is
likely that a company with a similar offering would take its
place in the market.

Baseline

To quantify an amount of potential avoided emissions,

a baseline has to be established. The baseline describes
what would have occurred if the product or service had
not been made available. The PAE are calculated by taking
the difference in GHG emissions between the baseline
level and the scenario where the product or service is
made available.
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Calculations

Each underlying company was contacted and asked to
provide data on avoided emissions. If a holding company
was able to provide their own avoided emissions calcu-
lations, either via direct communication or publicly avail-
able information, their calculations were reviewed and
used. In some cases, if the companies’ calculations were
deemed imprecise, the calculations were amended. If

no data was provided, a variety of methods would be
applied, such as an analysis of climate friendly product
lines, or an extrapolation based on key figures from
projects or companies in the same sector. The choice

of assumptions and emission factors has followed a
conservative approach. In other words, when choosing
data points, the value generating the lower amount of
PAE has been selected.

For companies providing products or services where
the PAE is expected to occur over a longer period, such
as via an energy efficient battery or renewable energy
technologies, an exante approach considering the life-
time of the product or service has been applied.

If a holding company failed to provide data, and the prod-
ucts and services provided were difficult to define from
an environmental perspective, the holding would be given
the rating ‘No Potential Avoided Emissions’ (No PAE).

The data request concerned 2018. If data from 2018
was unavailable, the latest available data was used
instead.

Double counting

From an opportunity perspective, a company providing
PAE benefits is contributing to building a solution to
the challenges posed by climate change. In a complex
environment with multiple value chains, it is nearly
impossible to completely exclude double counting.
Some companies can provide interlinking services, each
reporting how their service helps third parties avoid
emissions. To illustrate, our cooperation partner ISS
ESG can use the example of a wind farm. A wind
turbine producer will report the avoided emissions from
installed capacity. Engineering consultants may do

the same after having assisted the wind farm developer

with turbines installation. A transport company can
subsequently use this energy to lower the emissions
generated by travel. As part of the same value chain,
all parties might report avoided emissions from the
same source. This does not pose a problem on a
company level, but the possibility of double counting
on a portfolio level can be quite high. However, a port-
folio analysis gives the stakeholder an overview of

the holdings’ priorities and overall climate strategies,
and creates a mapping of positive impact.

Explanatory power and limitations

The primary limitation of this exercise has been the avail-
ability of relevant data. The process of analyzing the
activities of a company is time consuming and presents
several challenges, including the interpretation of
unstandardized reports and a lack of available informa-
tion. The results are therefore always dependent on

the quality of the available data. Many results presented
in this report are thus based on approximations and
assumptions. The data used in this report is derived from
a couple of sources. For companies that were not able
to provide data but whose offering enable PAEs, generic
data has been used.

Allocation rules — ownership principle

The emissions and PAE are proportionally allocated
‘per share’ to the investor. If an investor owns 0.1% of a
company, 0.1 % of that company’s emissions or PAE’s
have been apportioned to that investor. On a fund level,
these PAEs and emissions are being aggregated based
on the respective ownership of each holding.

Intensity metrics

In this study, we present the results based on an invest-
ment of 1 million euros. This provides an estimate how
many tons of CO2 emitted or avoided an investor would
finance in relation to the respective ownership in a certain
company or portfolio. The metric describes the emissions
or PAE intensity of an investment amount. A company’s
share of PAE is determined by the value of shares held/
the company’s market capitalization.
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Figure 11: PAE data of all holdings as of June 30, 2019
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Figure 12: Major findings on company specific changes in the PAE reported from our cooperation partner ISS ESG

COMPANY CHANGE
H

Andritz 1 Improvement due to more concise information.
Our ongoing engagement improved their data delivery

NXP Semiconductors 1 Company showed an increase due to a considerable growth of the EV market

China Everbright T Company had a significant increase in reported renewable energy generation

Borg Warner 1 Results increased due to better revenue and growing backlog of hybrid and EV related
products

Pentair 1 Company disclosed substantial growth in energy systems revenues. Change of corporate
structure, selling off non-water related products and services

Huaneng Renewables T Increased renewable energy generation

Osram Licht J Numbers disclosed in Sustainability report are lower than those communicated in email

correspondence last year
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Third-party verification
of this Impact Report

ISS ESG)

ethix-climate-oekom

VERIFICATION
STATEMENT

Impact indicators for the Vontobel Fund - Clean Technology Portfolio
30.09.2019

Review summary

ISS ESG has reviewed the KPI’s reported by the Thematic
Equities Team of the Sustainable Equities Boutique at
Vontobel Asset Management.

* The data points have been taken from various
communication channels of the investee companies such
as annual reports, sustainability reports and websites.

* ISS ESG reviewed a self-selected sample of 2-3 data
points per type of metric.

* The information reviewed corresponds to that
communicated by the investee companies and reflects
the positive impact of the holdings in the Vontobel Fund -
Clean Technology.

ISS ESG provides corporate and country ESG research and ratings that enables its

clients to identify material social and environmental risks and opportunities,
including through advisory services.




Contact us
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We would welcome feedback or suggestions
from investors and companies to help us
further develop our impact report.

For companies

Matthias Fawer

Senior ESG & Impact Analyst
T +41 5828350 21
matthias.fawer@vontobel.com

For investors

Marco Lenfers

Client Portfolio Manager

T +41 58 283 51 66
marco.lenfers@vontobel.com

Pascal Dudle

Team Head & Portfolio Manager
T +41 58 283 55 16
pascal.dudle@vontobel.com
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Legal disclaimer
This marketing document was produced for institutional clients, for distribution in AT, CH, DE, ES, FI, FR, GB, IT, LI, LU, NL, NO, PT, SE, SG
(Professional Investors only).

This document is for information purposes only and does not constitute an offer, solicitation or recommendation to buy or sell shares of the
fund/fund units or any investment instruments, to effect any transactions or to conclude any legal act of any kind whatsoever. Subscriptions of
shares of the fund should in any event be made solely on the basis of the fund's current sales prospectus (the “Sales Prospectus”), the Key
Investor Information Document (“KIID”), its articles of incorporation and the most recent annual and semi-annual report of the fund and after
seeking the advice of an independent finance, legal, accounting and tax specialist. This document is directed only at recipients who are institu-
tional clients such as eligible counterparties or professional clients as defined by the Markets in Financial Instruments Directive 2014/65/EC
(“MIFID”) or similar regulations in other jurisdictions.In particular, we wish to draw your attention to the following risks: Investments in the secu-
rities of emerging-market countries may exhibit considerable price volatility and - in addition to the unpredictable social, political and eco-
nomic environment — may also be subject to general operating and regulatory conditions that differ from the standards commonly found in
industrialized countries. The currencies of emerging-market countries may exhibit wider fluctuations. Investments in derivatives are often
exposed to the risks associated with the underlying markets or financial instruments, as well as issuer risks. Derivatives tend to carry more risk
than direct investments. There is no guarantee that all sustainability criteria will always be met for every investment. Negative impact on sub-
fund's performance possible due to pursuing sustainable economic activity rather than a conventional investment policy. Investment universe
may involve investments in countries where the local stock exchanges may not yet qualify as recognized stock exchanges.

Past performance is not a reliable indicator of current or future performance. Performance data does not take into account any commissions
and costs charged when shares of the fund are issued and redeemed, if applicable. The return of the fund may go down as well as up due to
changes in rates of exchange between currencies.The value of the money invested in the fund can increase or decrease and there is no guar-
antee that all or part of your invested capital can be redeemed.Interested parties may obtain the above-mentioned documents free of charge
from the authorized distribution agencies and from the offices of the fund at 11 -13 Boulevard de la Foire, L-1528 Luxembourg, the paying agent
in Austria Erste Bank der oesterreichischen Sparkassen AG, Graben 21, A-1010 Vienna, the representative in Switzerland: Vontobel Fonds
Services AG, Gotthardstrasse 43, 8022 Zurich, the paying agent in Switzerland: Bank Vontobel AG, Gotthardstrasse 43, 8022 Zurich, the pay-
ing agent in Germany: B. Metzler seel. Sohn & Co. KGaA, Grosse Gallusstrasse 18, 60311 Frankfurt/Main, the paying agent in Liechtenstein:
Liechtensteinische Landesbank AG, Stadtle 44, FL-9490 Vaduz. Refer for more information on the fund to the latest prospectus, annual and
semi-annual reports as well as the key investor information documents (“KIID”). These documents may also be downloaded from our website
at vontobel.com/am.In Spain, funds authorized for distribution are recorded in the register of foreign collective investment companies main-
tained by the Spanish CNMV (under number 280). The KIID can be obtained in Spanish from Vontobel Asset Management S.A., Spain Branch,
Paseo de la Castellana, 95, Planta 18, E-28046 Madrid or electronically from atencionalcliente@vontobel.es. The KIID is available in Finnish.
The KIID is available in French. The fund is authorized to the commercialization in France since 13-NOV-08. Refer for more information on the
funds to the Document d’Information Clé pour I'Investisseur (DICI). The funds authorized for distribution in the United Kingdom can be viewed
in the FCA register under the Scheme Reference Number 466625. This information was approved by Vontobel Asset Management SA, London
Branch, which has its registered office at Third Floor, 22 Sackville Street, London W1S 3DN and is authorized by the Commission de Surveillance
du Secteur Financier (CSSF) and subject to limited regulation by the Financial Conduct Authority (FCA). Details about the extent of regulation

by the FCA are available from Vontobel Asset Management SA, London Branch, on request. The KIID can be obtained in English from Vontobel
Asset Management SA, London Branch, Third Floor, 22 Sackville Street, London W1S 3DN or downloaded from our website vontobel.com/am.
Refer for more information regarding subscriptions in Italy to the Modulo di Sottoscrizione. For any further information: Vontobel Asset Man-
agement S.A., Milan Branch, Piazza degli Affari 3, 20123 Milano, telefono: 0263673444, email clientrelation@vontobel.it. The Fund and its sub-
funds are included in the register of Netherland's Authority for the Financial Markets as mentioned in article 1:107 of the Financial Markets
Supervision Act (“Wet op het financiéle toezicht”). The KIID is available in Norwegian. Please note that certain subfunds are exclusively avail-
able to qualified investors in Andorra or Portugal. The KIID is available in Swedish. The fund and its subfunds are not available to retail investors
in Singapore. Selected subfunds of the fund are currently recognized as restricted schemes by the Monetary Authority of Singapore. These
subfunds may only be offered to certain prescribed persons on certain conditions as provided in the “Securities and Futures Act”, Chapter 289
of Singapore. The fund is not authorized by the Securities and Futures Commission of Hong Kong. It may only be offered to those investors
qualifying as professional investors under the Securities and Futures Ordinance. The contents of this document have not been reviewed by any
regulatory authority in Hong Kong. You are advised to exercise caution and if you are in any doubt about any of the contents of this document,
you should obtain independent professional advice. This information was approved by Vontobel Asset Management Asia Pacific Ltd., which
has its registered office at 1901 Gloucester Tower, The Landmark 15 Queen’s Road Central, Hong Kong.

The MSCI data is for internal use only and may not be redistributed or used in connection with creating or offering any securities, financial
products or indices. Neither MSCI nor any other third party involved in or related to compiling, computing or creating the MSCI data (the “MSCI
Parties”) makes any express or implied warranties or representations with respect to such data (or the results to be obtained by the use thereof),
and the MSCI Parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular
purpose with respect to such data. Without limiting any of the foregoing, in no event shall any of the MSCI Parties have any liability for any
direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.
This document is not the result of a financial analysis and therefore the “Directives on the Independence of Financial Research” of the Swiss
Bankers Association are not applicable. Vontobel Asset Management AG, its affiliates and/or its board of directors, executive management
and employees may have or have had interests or positions in, or traded or acted as market maker in relevant securities. Furthermore, such
entities or persons may have executed transactions for clients in these instruments or may provide or have provided corporate finance or other
services to relevant companies.

Although Vontobel Asset Management AG (“Vontobel”) believes that the information provided in this document is based on reliable sources, it
cannot assume responsibility for the quality, correctness, timeliness or completeness of the information contained in this document. Except as
permitted under applicable copyright laws, none of this information may be reproduced, adapted, uploaded to a third party, linked to, framed,
performed in public, distributed or transmitted in any form by any process without the specific written consent of Vontobel. To the maximum
extent permitted by law, Vontobel will not be liable in any way for any loss or damage suffered by you through use or access to this information,
or Vontobel’s failure to provide this information. Our liability for negligence, breach of contract or contravention of any law as a result of our
failure to provide this information or any part of it, or for any problems with this information, which cannot be lawfully excluded, is limited, at our
option and to the maximum extent permitted by law, to resupplying this information or any part of it to you, or to paying for the resupply of this
information or any part of it to you. Neither this document nor any copy of it may be distributed in any jurisdiction where its distribution may be
restricted by law. Persons who receive this document should make themselves aware of and adhere to any such restrictions. In particular, this
document must not be distributed or handed over to US persons and must not be distributed in the USA.
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