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Introduction

The world is navigating the post-pandemic era, and
changes abound. Inflation, rising interest rates, and the
ensuing recession fears are just one side of the coin.

The ongoing war in Ukraine has set in motion a more seri-
ous and fundamental rethink of energy plans, supply
chains, and geopolitics, all of which have implications for
our focus areas.

Interest and investments in the energy transition are
gaining more traction. After US President Joe Biden
signed the Inflation Reduction Act last year, Europe has
taken a page out of the US’s book, with the European
Commission granting greater focus to the objectives of
its massive REPowerEU clean energy scale-up plan

and reducing reliance on Russian gas imports. Projects
and technologies that boost Europe’s global position

in solar and energy storage were among the main recipi-
ents as the European Union splashed out 3.6 billion
euros of grants under its Innovation Fund program, accord-
ing to a European Commission statement in July.

Road transport’s green shift is also accelerating with the
rise of electric vehicles (EV). In the US, Biden’s adminis-
tration is pushing ahead with plans to bulk up public EV
charging stations along highways, aiming for 500,000
locations by 2030, according to a White House statement
in February. With other regions around the world heading
in the same direction, this development is poised to put
pressure on resources needed for EV batteries—such

as lithium, nickel, and cobalt—and change how we think
about power, infrastructure, and controlling supply chains
as we head into the future.
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“European regulators hope that transparency is the key
tool to form a trustworthy, sustainable finance
architecture that leads to better investment decisions.
We are guided by this vision. The coming years
will show if it is well received with clients and helps
to achieve a ‘double dividend’—generating financial
returns and a genuine positive and tangible impact on
our planet and society. Such impact investments are
desperately needed to support a global ‘green’ transition.”

The disruptions caused by the fallout of the pandemic
and Russia’s invasion of Ukraine have played a big part in
transforming the global supply-chain structure, with
some companies mulling over their sourcing strategies to
reduce dependencies, either by expanding to alternative
suppliers or by “near-shoring” or “re-shoring”—moving
production back home or closer to home. This is a trend
that is likely to upend global supply chains and possibly
cause more geopolitical tensions as China, long the
world’s factory, loses its dominance. Europe and the US
have already started to boost domestic chip manufac-
turing, while rising demand for EV batteries is poised to
move lithium production center stage—and away from
China, the current main hub.

In this year’s Impact Report, the fifth annual publication

for the Vontobel Global Environmental Change strategy

(hereinafter referred to as “Vontobel GEC strategy”), we
will highlight the latest developments and elucidate how
we view the industry as an active investor.

As Bob Dylan famously sang, the times they are
a-changin’. These lyrics still ring true today, and we are
ready to maneuver this changing world and help you
make an impactful contribution.

Pascal Dudle, CEFA
Team Head & Portfolio Manager
Vontobel Global Environmental Change strategy

Note: Some of the investment specialists herein identified and deemed as Associated Person and therefore subject to SEC requirements as part of the Participating Affiliate's
structure. Please refer to Important Information section for additional details regarding structure for affiliated entities and associated persons for this strategy offering.


https://ec.europa.eu/commission/presscorner/detail/en/ip_23_3787
https://www.whitehouse.gov/briefing-room/statements-releases/2023/02/15/fact-sheet-biden-harris-administration-announces-new-standards-and-major-progress-for-a-made-in-america-national-network-of-electric-vehicle-chargers/#:~:text=These%20steps%20will%20
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Executive summary

Our portfolio’s investors pursue what we call a “double
dividend”, seeking both financial returns and a positive
impact on our planet. We are dedicated to meeting their
expectations by continually enhancing our resources
and reporting methods. We have fine-tuned our impact
strategy assessment and reported impact indicators.

We are confident that the impact strategy scores at a port-
folio level are robust, reinforcing our investment philoso-
phy. This assessment is based on the potential for mean-
ingful growth in each company’s impactful activities while
also raising awareness of associated risks.

Furthermore, we provide you with a detailed analysis of
the regulatory environment in a special chapter written by
Dr. Tadas Zukas, Vontobel’s global lead senior legal coun-
sel on sustainability, with a distinct perspective on impact
investing.

In addition, we have extended our chapter on voting and
engagement and added three case studies.

78 percent impactful revenues

The portfolio* invests in companies that provide products
and services that try to contribute to mitigating the chal-
lenges we are addressing with our impact objectives. Our
investment approach follows the principles published by
the Global Impact Investing Network (GIIN) in March 2023.

In aggregate, about 78 percent of the revenues from the
portfolio’s holdings come from impactful activities, often
called “purity level”. Furthermore, we illustrate the com-
panies’ contributions by looking at them through the lens
of the United Nations (UN) Sustainable Development
Goals (SDGs).

Measurable positive change using nine impact indicators
In the current year, higher data quality and refinements in
baseline metrics again allowed for further improvement

in the calculation of what we refer to as “potential avoided
emissions (PAE)”, thereby diminishing cases of double
counting. Furthermore, the methodology has been harmo-
nized with the global greenhouse gas accounting and
reporting standard established by the Partnership for Car-
bon Accounting Financials (PCAF) within the financial
industry and a recent guidance document by the World
Business Council for Sustainable Development (WBCSD)
on avoided emissions.

These developments in PAE recognition, along with
some portfolio changes and a general increase in market
capitalization of the portfolio’s holdings, have led to a
lower result of PAE per million euros of invested capital
versus last year (1,200 tons of CO2 per EUR 1 million
versus 1,650 tons last year). A stricter baseline raises the
hurdle for PAEs each year but is actually positive as

it shows that the world is moving in the right direction.
Results from our other impact indicators also reflect
advances in how companies report on their sustainability
efforts, e.g., by disclosing data on the introduction of cir-
cularity in their processes as opposed to just reporting on
their waste disposals.

In addition to presenting the company’s official data and
our internal evaluation of the impact and potential avoided
carbon emissions—whose framework has been deter-
mined in partnership with ISS ESG—the last section high-
lights assessments of the portfolio’s sustainability creden-
tials by multiple rating agencies. These third-party ratings
collectively affirm our perspective that the portfolio’s
investments play a substantial role in facilitating a positive
global transition.

| &

=
200
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Note: Where discussed herein, references to portfolio characteristics, holdings, and investment activity based on the representative account for the Global Environmental
Change strategy. Representative account selected as this is the portfolio we believe which most closely reflects the current portfolio management style of the strategy.



In our previous reports, we’ve discussed the various
aspects of impact investing, which involves allocating
funds with the primary aim of achieving positive out-
comes. Traditionally, impact investing has been closely
associated with private markets, where specific prac-
tices and characteristics have gradually taken shape.
However, in recent years, investors have demonstrated
a growing interest in strategies that generate intentional
real-world benefits across all types of assets, including
publicly traded equities.

Public markets play a crucial role in helping companies
scale up their efforts, which is essential for addressing
global environmental challenges through the widespread
adoption of new technologies and operating practices.
As a result, these markets attract substantial investment
capital, particularly from clients seeking sustainable
investment opportunities. In this regard, we actively select
individual stocks that align with our impact investing
goals. For details on our impact investing methodology,

read our 2021 white paper, “Make your money matter—
creating impact through public equity”.



https://am.vontobel.com/en/insights/make-your-money-matter-creating-impact-through-public-equity
https://am.vontobel.com/en/insights/make-your-money-matter-creating-impact-through-public-equity

We have been an active member of the GIIN’s working
group on listed equities since 2019, which culminated in
a jointly developed guidance document that describes
several practices or characteristics an investor can expect
from an impact investing portfolio. Published in March
2023, “Guidance for Pursuing Impact in Listed Equities”

For professional investors only/not for public viewing or distribution
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is the result of a multi-year project involving more than
100 investors. It covers the four main aspects of listed
equities impact investing: setting a portfolio strategy, port-
folio design and selection, engagement, and the use

of performance data. The guidance is structured around
four main characteristics of impact investing (Figure 1).

Figure 1: Core characteristics of impact investing in listed equities

Setting strategy

Documentation that states the intended
real-world impact of the investment
strategy including a description of how
the portfolio contributes to accelerating

%,

change

Engagement

Focuses on actions to accelerate company’s +* -
contributions to the strategy’s impact objec- X =

tives, measures the effectiveness in relation
to progress towards achieving the goals
which also defines an important consider-
ation in choosing the timing of exits

Portfolio design & selection

Selects companies with business models
and core activities that are relevant

to the impact strategy and represent a
material part of the company’s business

Use of performance data

Applies techniques to evaluate impact per-
formance beyond relative measures of
peer performance, and considers whether
activities and outputs of companies

are contributing to real-world changes

Source: Global Impact Investing Network (GIIN), “Guidance for Pursuing Impact in Listed Equities”, March 2023.

Various guidelines and policies for our impact investing
franchise were combined into one comprehensive Impact
& Sustainability Policy in July 2023. This new policy not
only meets the latest regulatory requirements but also ful-
fills the minimum quality standard of the “Towards Sus-
tainability” label. Developed by the Belgian Financial Sec-
tor Federation, this label is one of the strictest in Europe
and undergoes a review every two years to remain in line
with consumer expectations, social needs, scientific
research, data availability, and new regulatory initiatives.

Our Vontobel GEC strategy went through an extensive
assessment. First by a control body consisting of Forum
Ethibel, a non-profit organization that screens ethical
investments independently, and the academic institutions
ICHEC and UAntwerpen, and later by the independent
Central Labelling Agency (CLA). Vontobel GEC strategy
obtained the “Towards Sustainability” label in March
2023.


http://www.towardssustainability.be/
http://www.towardssustainability.be/
https://thegiin.org/research/publication/listed-equities-working-group/
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Fine-tuning our impact
strategy assessment

As dedicated stock pickers, we have always recognized
the significance of emphasizing a long-term strategy.
Apart from clarifying the portfolio companies’ impact
strategy, it enables us to better identify the potential
benefits of impactful activities as well as the potential
risks companies face. Furthermore, it can help us
engage with companies’ management regarding which
of their activities we consider impactful and enables

us to point out potential non-financial risks (Figure 2).

Figure 2: Systematic six-point strategy assessment

IMPACT STRATEGY ASSESSMENT POINT SCORING CRITERIA

1. Management culture & strategy

Company culture and major commitment
to drive positive change

Out of scope
Focus on non-
impact businesses

Limited strategy General comment Clear commitment

2. Growth potential, internal drivers Out of scope

Towards which areas is capital allocated to,
what is the focus of research and development
budget and direction of acquisitions or
disposals

Under-proportional

Over-proportional Strong over-propor-

tional or near 100%

3. Growth potential, external drivers Out of scope

Growth potential of addressed end markets

and achievable profitability drives the score Shrinking Weak growth Growth with Above end-market
end-market growth, gain market
share

What is measured is managed, often a driver

for improvements in management and culture ~ No data available

5. Potential risks to impactful activities

Policy or regulatory changes, customer
preferences, technology risks or hurdles,
competitive landscape

6. Potential risks to non-impactful activities —

Regulatory requirements or emission limits
increase costs, stranded assets, or legacy
liabilities or reputational issues

Significant risks

Significant risks

Only limited data Partial impact Detailed impact

available reporting reporting on full
company

-2 -1 0

Potentially meaning-  Limited risks No risks

ful risks

-2 -1 0

Potentially meaning-  Limited risks No risks

ful risks

Source: Vontobel figures



Still, we saw room for some fine-tuning. We adjusted our
assessment to include detailed instructions for the scor-
ing criteria, which provide a clearer definition of which ele-
ments need to be fulfilled for each score. This fine-tuning
helps reduce discrepancies and leads to a systematic and
repeatable scoring process.

Inherently, the first four assessment points show a solid

positive score. The two risk-related assessment points
show negative to neutral scores related to impactful and

Figure 3: Portfolio weighted impact strategy assessment

1.39
245
2.32
246
163
-0.99
-0.51
-3 -2 =il 0 1 2 3

Source: Vontobel figures
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non-impactful activities. This should not surprise us,

as we would not invest in a company with low positive
scores in the first four assessments or high-risk (nega-
tive) scores in the latter two. The largest potential for im-
provement we see is in the measuring and reporting on
sustainability impact indicators; hence, this remains a key
focus of our ongoing fact-finding engagement with the
companies.

Total assessment of impact strategy

Governance, management culture & strategy to drive impactful activities
Growth potential for impactful products & services (internal drivers)
Growth potential for impactful products & services (external drivers)
Measuring and reporting indicators on impact achievements

Potential risks related to impactful activities

Potential risks related to non-impactful activities
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Impact pillars

Our investment process is in line with “Guidance for Pur-
suing Impact in Listed Equities” by GIIN (see chapter on
Impact investing through public equities on page 6) and
explains how we trace back our steps from the sustain-
ability challenges that we grouped into six impact pillars

Impact pillars of Vontobel GEC strategy

[= =

Clean energy infrastructure Clean water

WHAT ARE THE CHALLENGES WE ARE TACKLING WITH OUR IMPACT PILLARS

— 733 million people have no access to — 3 billion people rely on water sources
electricity* with unknown quality?

- Global warming progressing, greenhouse - Rising demand for water and increased
gas emission of the energy sector too high water pollution

— Unstable energy supply — Access to safe and affordable drinking

water

and then identified solutions required to alleviate these
problems. Each of our portfolio holdings is allocated to

a pillar according to the environmental solutions they can
provide with their products and services.

Global rapid urbanization. Aimost 60%
of the global population now live in cities®
Buildings consume too much energy,
causing 28% of global CO2 emissions

WHAT ARE THE POTENTIAL SOLUTIONS PROVIDED BY PORTFOLIO HOLDINGS

— Manufacture renewable energy equipment - Provide products to improve water
and technologies that provide a smarter efficiency
and reliable grid and greener power — Investin new infrastructure in emerging
markets

- Upgrade aging water infrastructure
using new technology and services

Provide solutions for smart building
technologies

Produce materials to lower the environ-
mental impact over the lifecycle of a
building

Minimize power consumption for heating,
ventilating and cooling through energy-
efficient equipment

SPECIFIC SCOPES WITHIN AN IMPACT PILLAR AND COMPANY EXAMPLES

— Alternative energy: Vestas — Water equipment: A.O. Smith
- Smart grid: Itron — Water infrastructure: Tetra Tech
— Electric utilities: Nextera Energy — Supply and disposal:

Power equipment: Prysmian American Water Works

Building materials and insulation:

Saint Gobain

Building technologies: Daikin Industries,
Trane Technologies

CONTRIBUTION TO UN SUSTAINABLE DEVELOPMENT GOALS

aman
.

©

IMPACT INDICATORS PER IMPACT PILLAR

Annual renewable energy generated,
or capacity installed

Drinking water provided, water recycled,
or wastewater treated

Note: Holdings of the strategy’s representative portfolio and for illustrative purposes only. References to holdings should not be considered a recommendation to purchase, hold,
or sell any security. No assumption should be made as to the profitability or performance of any security associated with them.

* www.unstats.un.org
2 www.unstats.un.org
3 www.weforum.org


http://www.unstats.un.org
http://www.unstats.un.org
http://www.weforum.org
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Impact pillars of Vontobel GEC strategy

L

Resource-efficient indu Life cycle management

WHAT ARE THE CHALLENGES WE ARE TACKLING WITH OUR IMPACT PILLARS

- Aging, degraded or non-existent transport - Growing population and require energy - Unsustainable patterns of consumption
infrastructure hindering economic growth and scarce raw materials and production cause climate change and
and societal progress biodiversity loss

WHAT ARE THE POTENTIAL SOLUTIONS PROVIDED BY PORTFOLIO HOLDINGS

— Investin sustainable and resilient infra- — Improve manufacturing efficiency in - Reusing resources and reducing waste
structure development for passenger terms of energy and resources. - Integration of product life cycle concepts
transportation — Create clean and efficient production into product design

- Offer innovative technologies for low processes - Recycling solutions that return materials
emission logistics — Digital transformation helps to improve to the production process

- Grow new concepts for environmentally research and development, production,
friendly mobility and logistics in various end markets

SPECIFIC SCOPES WITHIN AN IMPACT PILLAR AND COMPANY EXAMPLES

- Railinfrastructure: Alstom — IT and software: Ansys - Waste management and recycling: Ecolab
— Rail operator: JR East — Consulting and services: Stantec — Circular economy: Smurfit Kappa
- E-mobility and alternative fuels: — Industrial engineering: Air Liquide

Samsung SDI — Industrial equipment: Andritz

— Auto suppliers: Hanon Systems

CONTRIBUTION TO UN SUSTAINABLE DEVELOPMENT GOALS

IMPACT INDICATORS PER IMPACT PILLAR
Passengers transported in an eco-friendly Potential avoided emissions Waste treated/ processed/ recycled; circular
way; cargo transported on rail economy (recovery, reuse)

Note: Holdings of the strategy’s representative portfolio and for illustrative purposes only. References to holdings should not be considered a recommendation to purchase, hold,
or sell any security. No assumption should be made as to the profitability or performance of any security associated with them.
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Purity factor reflects
impactful revenues

We have long applied investment principles aiming to
identify companies whose products and services can
create a real-world impact in one of the areas defined by
our impact pillars. At the same time, we follow good
governance practices and the “do no significant harm”
approach. This aligns us with the requirements to inte-
grate sustainability considerations under the EU’s Markets
in Financial Instruments Directive (MiFID II).

It is decisive to understand that a sustainable investment
strategy that is in line with the EU’s Sustainable Finance
Disclosure Regulation (SFDR), Article 2(17), can also
contribute to environmental objectives outside the EU
Taxonomy. While this taxonomy classification system
dividing “sustainable” from “non-sustainable” economic
activities consists of six clearly defined environmental

objectives, there is no widely accepted definition of sus-
tainable investment objectives. Under our own classifi-
cation system, once we have identified the company as
being “impactful and sustainable”, it must contribute to
one of our six “impact pillars with material revenues gen-
erated through their products and services. We believe
that this approach fulfills the requirements of the wider
EU term of sustainable investment objectives.

The inner circle in Figure 4 shows the portfolio’s alloca-
tion to the six impact pillars of the Vontobel GEC strategy,
while the outer circle represents the percentage of
relevant revenues within each pillar. Across the whole
portfolio, on average, 78 percent of all revenues are
considered to have a direct or indirect positive impact.

Figure 4: The portfolio offers a high “purity level”: 78 percent of revenues create impact

86 %

76%

78%
of revenues
contribute to
impact pillars

76%

= =

95%

75%

Pillar weights in the portfolio

l Resource-efficent industry 34%
I:h‘ Clean water 9%
|-EI:D Clean energy infrastructure 25%

Life cycle management

For companies with activities (revenues) in several impact pillars, all relevant revenue shares are allocated to the main impact pillar.
Pillar weights in the portfolio add up to 97 percent; 3 percent is cash. For informational purposes only, portfolio allocations and characteris-

tics subject to change.

Source: Vontobel Asset Management, as of June 30, 2023
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SDG contributions

All UN member states adopted the 17 SDGs in 2015, serv-
ing as a global call to action to eradicate poverty, safe-
guard the planet, and ensure peace and prosperity for all
by 2030. These goals encompass 169 targets and are
tracked by 232 indicators to measure progress. Thanks to
their broad language, the SDGs are the only universally
accepted framework for defining sustainability.

At the halfway point of the 2030 Agenda for Sustainable
Development, the world is far off track, as shown in the
figures that capture the current SDG status®. Without
urgent course correction and acceleration, humanity will
face prolonged periods of crisis and uncertainty, trig-
gered by and reinforcing poverty, inequality, hunger, dis-
ease, conflict, and disaster.

In 2015, the UN Conference on Trade and Development
(UNCTAD) estimated that USD 2.5 trillion were required
to attain these goals within developing nations. Before the
disruption caused by the Covid-19 pandemic, advance-
ment toward SDG-focused investments was observed

across various domains, such as transportation infra-
structure, sustainable energy, agriculture, healthcare,
telecommunications, and biodiversity. However, this
progress has been reversed. During 2020, investment
flows from the international private sector to sectors
aligned with the SDGs in developing and transitioning
economies diminished by a third. Presently, the deficit
amounts to roughly USD 4 trillion annually, according to
UNCTAD®.

By 2023, slow implementation and multiple crises had
worsened the situation. Goals that were short of progress
in 2019 still lack acceleration, and crucial areas like food
security, climate action, and biodiversity are moving in the
wrong direction. Urgent action is imperative.

Despite this rather bleak context, we continue our analy-
sis to pick the “right” companies for our Vontobel GEC
strategy. An important part of our investment approach
is to identify companies offering products and services
that contribute to at least one of the impact

Figure 5: Number of holdings with material contribution to UN SDGs through their products and services*

CLIAN WATER
NI SANTIENON

Water analysis & chemicals
Water suppliers & disposers
Water equipment

Water infrastructure

0

23

Alternative energy
Electric utility
Power equipment

Industrial equipment
IT & software
Smart grid & lighting

25

*Companies’ positive contributions via their products and services.
Source: UN, Vontobel Asset Management, as of June 30, 2023

SUSTAINABLE
DEVELOPMENT

G7ALS

E-mobility & alternative fuels
Low-carbon economy
Power generation

13 o

Recovery & reuse
Waste management

Efficient heating and cooling -” I
Building automation o
Rail infrastructure & operators



https://sdgs.un.org/gsdr/gsdr2023
https://unctad.org/news/closing-investment-gap-global-goals-key-building-better-future

pillars. The overview table on pages 10 and 11 shows
each pillar’s investment contributes to one or two key

SDGs. On a company level, we may assign additional

specific SDGs.

Initially, the question of how individual companies could
contribute to the SDGs remained unanswered. This
changed with the introduction of the SDG Compass—a
document created through collaborative efforts by the
Global Reporting Initiative (GRI), the UN Global Compact,
and the WBCSD. The SDG Compass provides businesses
with tools and knowledge on aligning their activities with
the SDGs, facilitating their engagement in sustainable
development efforts.

It was amended by the SDG Essentials for Business in
2020. It is widely accepted that it is up to governments to
implement the SDG agenda, but it will not be realized
without the private sector. The private sector has a clear
and vested interest in working to develop and scale up
sustainable business solutions, using the SDGs as a lens
to address challenges, build a strong growth strategy,
and access new markets along the way.

4 2023 Global Sustainable Development Report (GSDR)
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We map contributions generated through the companies’
products and services, not counting their internal, oper-
ational, or philanthropic contributions (Figure 5). For our
SDG mapping process, we have defined the following
rules:

1. SDG mapping must be aligned with the sustainable
investment objectives of the corresponding impact
pillars.

2. SDG contributions must be related to products and
services and be material. Likewise, company manage-
ment’s behavior and initiatives, e.g., the focus on
research and development, the funds available for
capital expenditure, or activities tied to mergers
and acquisitions, play a significant role. As a result,
the number of SDGs we assign tends to be lower
than what companies claim or what rating agencies
may attribute to them.

3. SDG contributions are commented on in our database
where needed and are reviewed at least yearly.

5 Closing investment gap in global goals key to building better future, UNCTAD, September 2022



https://www.unglobalcompact.org/docs/issues_doc/development/SDGCompass.pdf
https://sdgessentials.org/
https://sdgs.un.org/gsdr/gsdr2023
https://unctad.org/news/closing-investment-gap-global-goals-key-building-better-future
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Impact indicators

Consistent interaction and involvement with the compa-
nies in our portfolio enable us to gather supplementary
data that reinforces our commitment to investing in
impactful enterprises. This commitment is evident in the
impact indicators of the Vontobel GEC strategy’s port-
folio holdings, accurate as of June 30, 2023. While there is
presently some variation in how companies gather and
report data, we anticipate that our proactive engagement
will enhance uniformity over time.

Figure 6: From the six impact pillars via SDGs to impact indicators

Vontobel GEC strategy

| t
e S »

= =

Life cycle Building Resource-efficient Low-emission Clean energy
Clean water X ) .
management technology industry transportation infrastructure
v
Sustainable b i CumarE
Development Goals AMD SANTTEDON n 12 C . 13 re
(SDGs) — RS PRODUCTION
| EER
|8 - Nl 0 &
1P .-E_;_
v
Impact R bl
P LA enewable
indicator Drinking water ower WESE Cargo passen-
provided generated management gers transported
Renewable
energy devices
shipped

SDG = The Sustainable Development Goals reflect the megatrends that are shaping the world’s future. They are adopted by 193 member

states of the United Nations.The agenda contains 17 Goals and 169 targets. For illustrative purposes only.

Source: United Nations, Vontobel Asset Management.
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The table below summarizes the impact indicators we
collected from individual companies held by the Vontobel
GEC strategy. These impact indicators contain major
contributions from products and services of companies
active in the corresponding impact pillar (e.g., a power
utility generating renewable energy from a wind farm) but
also minor operational contributions (excluded from

the calculator in Figure 8) from many portfolio holdings

(e.g., an industrial company having installed solar panels
on their manufacturing sites for its own electricity con-
sumption). The latter is, however, neither used for
company selection nor for the purity factor of the portfo-
lio. Nevertheless, it is a positive operational contribution,
which we like to emphasize. Figure 7 shows the total num-
bers from all portfolio companies as well as the proportion
that is attributable to the portfolio based on its ownership.

Figure 7: The portfolio’s companies were associated with the following indicators over the year 2022,
or their latest reporting year (64 companies held as of June 30, 2023):

TOTAL FROM TOTAL
ALL PORTFOLIO ATTRIBUTABLE MAJOR REPORTING
IMPACT INDICATOR DESCRIPTION COMPANIES TO THE PORTFOLIO CONTRIBUTORS COMPANIES
CO2 emitted 227.1mnt 169,200t VEOLIA, AIR LIQUIDE 64
(Carbon foo TNt S0P 142)
1,900mnt 2.2 mnt SAINT-GOBAIN, VEOLIA, 28
................................................................................................................................................................................................................ ANDRITZ
200.8TWh 116.0GWh IBERDROLA, NEXTERA, 13
................................................................................................................................................................................................................. ORSTED ..
305.1GW 346.5MW ANDRITZ, FIRST SOLAR, 46

VESTAS

91,300mn
passenger-km

Passengers transported in an
eco-friendly way

Renewable/recovered energy use
in production

SMURFIT KAPPA, SAINT-
GOBAIN, CLEAN HARBORS

WEST FRASER, SAINT- 46
GOBAIN, AIR LIQUIDE

Source: Vontobel Asset Management. Note: For informational purposes only. Holdings of the strategy’s representative portfolio; subject to change; and for illustrative purposes only.

In terms of continuity, we aggregate the above list of
12 impact indicators into nine key impact indicators
that gauge the favorable impact of the companies in
the Vontobel GEC strategy.
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To make the indicators more tangible, we translate each positive impact into easier-to-grasp equivalents.
Investing EUR 1 million in the Vontobel GEC strategy results in ownership of companies that delivered the
following impactful activities during their latest reporting year:

Figure 8: The potential annual impact of a EUR 1 million investment:

Generation of renewable energy Shipment of renewable energy devices

63,600 kWh 190 kW

Providing clean energy to Replacing

40 people 382 tons

for one year of annual coal
consumption

Provision of drinking water Waste management

7,700 m? 17 t

Supplying water to Treating waste of
146 people 33 people
for one year ‘ for one year

Cargo/ passenger transport by rail

148,000 km

Saving

4,192 liters

of diesel/gasoline

Source: Vontobel Asset Management. Portfolio as of June 30, 2023. Figures are rounded.

The Global Environmental Change calculator is provided for informational purposes only to illustrate the potential impact that an investment in the portfolio may represent.
The companies in which the portfolio is invested fit in at least one of the six core impact pillars of the portfolio and not all companies will have an impact on all of the nine
environmental indicators. Impact investing must take into consideration the capital allocation and engagement strategies of the portfolio.

The process of creating an impact occurs in two distinct capital providers, our objective is to assist these compa-
steps: Initially, investors allocate funds to companies they  nies in enhancing and expanding their offerings and
perceive as impactful. Subsequently, these companies’ refining their business practices. This approach aims to
products and services generate the intended real-world foster a more sustainable environment and infrastructure.
effects. As committed impact investors and long-term



Pillar focus

Low-emission transportation—
travel without shame

The logistics and transportation sectors are significant contributors to global
emissions and pollution. Companies need to offer innovative solutions and tech-
nologies to better connect a global and converging world through improved
logistics as well as low-emission transportation that saves time and resources.
We concentrate on companies that develop key technologies for environmen-
tally friendly mobility.
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Company case study: Low-emission trans-

Alstom, France portation—travel
without shame

Alstom is a rail transport equipment manufacturer, bene- Weight allocation in the portfolio: 1.50%

fiting from structural growth drivers (urbanization, envi- Revenue relevance: 100%

ronmentally friendly modes of transport, and the need to Impact strategy score: 1.33

increase productivity). Within the rolling stock segment,

the company operates high-speed trains as well as urban

transport such as metros and trams. The company has

seen significant growth in its high-margin service business.

Alstom is more exposed to passenger markets than

freight and is at the forefront of developing hydrogen- e

powered commuter trains. &

Impact relevance:*

With CO2 emissions of 19g per passenger kilometer, rail
is arguably one of the most environmentally friendly trans-
portation options, compared with domestic flights at
123g and private cars at around 148 g. Consequently, it

should help reduce emissions from the transport sector. Company impact®
Alstom’s solutions come with low carbon emissions of
4.69 CO2 per passenger-km in 2022. It is also the most Renewable energy use in production Waste treated/ processed/recycled
advanced among rail original equipment manufacturers in 214 .9 GWh 59.4 tons
hydrogen trains, with several train compositions already
in operation. 134,643 Treating waste of

) people /f 117,675
Impact strategy: people '
Alstom targets a 25 percent reduction in energy require-

for one year

ments for its transport solutions. Furthermore, Alstom set
a target to purchase 100 percent of its electricity from
renewable sources by 2025. Alstom is committed to reduc-
ing greenhouse gas (GHG) emissions from the use of
sold products from its portfolio of rolling stock solutions
by 42 percent (increased from previous target set at

35 percent) per passenger-km and 35 percent per ton-km
by 2030/ 31 from a 2021 /22 baseline. However, there

is no data available yet to calculate any absolute PAE indi-
cator.

Impact strategy assessment
133 Total assessment of impact strategy

3,00  Governance, management culture & strategy to impactful activities

300  Growth potential for impactful products & services (internal drivers)
2,00 Growth potential for impactful products & services (external drivers)
2,00 Measuring and reporting indicators on impact achievements
-1,00 Potential risks to scalability of impactful activities
-1,00 Potential risks related to non-impactful activities

-3 -2 -1 0 1 2 3
Note: Investment case studies presented for illustrative purposes as an example of the company’s ESG activity and evaluation of this activity

as part of our investment process. No assumption should be made as to the profitability or performance of any company identified or security
associated with them.

* According to Alstom’s 2023 Sustainability Report
¢ Company’s absolute contribution for 2022. For illustrative purposes only.



Pillar focus

Resource-efficient
industry

Resource-efficient industries play a vital role in a move towards a more environ-
mentally friendly and low-carbon economy. Clean and efficient production pro-
cesses will reduce energy and materials consumption while increasing the output
needed to cope with rising demand. Digital transformation is paving the way

for new approaches to development, production, and the entire logistics chain.




Company case study:
Synopsis, US

Synopsys is the market leader in electronic design auto-
mation software that engineers use to design and test
integrated circuits, also known as chips. In addition, the
company offers semiconductor intellectual property
products, which are pre-designed circuits that engineers
use as components of larger chip designs rather than
designing those circuits themselves. It is also expanding
its position in software quality and security tools used to
test vulnerabilities during code development.

Impact relevance:

Synopsys is an important technology enabler, as the man-
ufacturing of modern semiconductor chips requires
electronic design automation tools that enable everything
from the design of individual transistors to the develop-
ment of software before any hardware is built. Chip and
system developers must determine how best to design
and connect the building blocks of chips and verify that
the end design behaves as intended and can be manu-
factured efficiently and cost-effectively. This is a complex,
multi-step process that is both expensive and time-
consuming but can be greatly simplified with Synopsys’
products. Smaller geometries allow for much lower
power consumption and heat production. Thus, the com-
pany helps others reduce their carbon emissions.

Impact strategy:

Synopsys acts as a fast-growing technology enabler.
Consequently, the company has limited direct impact,
but its technology is required for modern, efficient
production processes. In 2020, Synopsis committed to
reduce its Scope 1 and 2 emissions by 25 percent by
2024 from a 2018 baseline, and in 2022, it decided to join
the Science Based Targets initiative (SBTi). As a result,
the company submitted new Scope 1 and 2 emission

Impact strategy assessment

3.00

-1.00
-1.00

-3 -2 -1 0 1 2 3
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Resource-efficient
industry—make
processes simpler
and cleaner

Weight allocation in the portfolio: 3.28 %
Revenue relevance: 100 %
Impact strategy score: 1.00

targets to SBTi and expects to receive their review and
validation in 2023. In addition to resetting its targets, Syn-
opsis is expanding its emissions reduction commitments
to capture almost 70 percent of its total base-year Scope
3 emissions. These new Scope 3 commitments extend
across the value chain and target intensity reductions in
emissions from employee travel and customer use of
hardware products. The company will publicly announce
its new targets following SBTi’s review. However, there is
not data available yet to calculate absolute figures for PAE
from any downstream use of semiconductors by Synopsis’
design automation tools.

13 foov

4

Company impact’

Renewable energy use in production

61.0MWh

38 people

Total assessment of impact strategy

Governance, management culture & strategy to drive impactful activities
Growth potential for impactful products & services (internal drivers)
Growth potential for impactful products & services (external drivers)
Measuring and reporting indicators on impact achievements

Potential risks related to impactful activities

Potential risks related to non-impactful activities

Note: Investment case studies presented for illustrative purposes as an example of the companies’ ESG activity and evaluation of this activity
as part of our investment process. No assumption should be made as to the profitability or performance of any company identified or security

associated with them.

7 Company’s absolute contribution for 2022. For illustrative purposes only period
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Countdown to net zero: it’s
urgent and carries a price tag

The climate crisis is right in our face and undeniable.
Recent months alone have seen continual headlines about
record temperatures being topped and other extreme
weather events around our globe. Each passing year seems
to bring a further intensification of climate change and

its ramifications, affecting an increasing number of people
worldwide.

To succeed in turning things around, the international
community needs an urgent plan. This will carry a hefty
price tag and, as capital allocators, investment firms have
a clear role to play in the countdown to net zero. The
“decade of delivery” for the UN SDGs can also be looked
at as a massive opportunity for impact investors to in-
tervene and help bring about positive change, with the
UNCTAD expecting a significant increase in the current
USD 1.3 trillion of funds dedicated to investment in sus-
tainable development globally.

Commitments to change

The noise generated by the headlines is being matched
by talk of action toward positive change. Indeed, the num-
ber of countries and companies pledging to achieve net-
zero targets by 2050 has increased tremendously. Hence,
you could conclude that the issue is being taken seriously.
Some 149 countries had a net-zero target in June 2023, up
from 124 in December 2020, while the number of compa-
nies jumped to 929 from 417 in that period, according to a
Net Zero Stocktake report.

Even so, the timeframes set by companies differ substan-
tially, and execution is lagging behind. According to a
2022 Bank of America (BofA) Global Research report 3
that studied the commitments of some 3,400 firms, 76
percent had the goal of achieving net zero by 2050, while
a mere 11 percent aimed to do so by 2030. This indicates
that many may still lack tangible plans to implement mea-
sures to meet the pledges made.

Checking the pulse

Good intent and promises won’t be enough—the world
needs urgent implementation. The UN Environment Pro-
gramme’s (UNEP) Emissions Gap Report 20224 doesn’t

paint a pretty picture. The nationally determined contribu-
tions (NDCs) that were adopted by world leaders at the
2021 UN Climate Change Conference COP26 in Glasgow
have hardly scratched the surface. The world would need
to cut 45 percent of current greenhouse-gas emissions
by 2030 to get on track to limit global warming to 1.5
degrees Celsius (°C) and 30 percent to reduce it to 2°C,
according to the report. Its authors emphasized the
pressing need for a system-wide transformation and that
a stepwise approach will no longer cut it.

A look at global energy-related carbon-dioxide (CO2)
emissions in 2022 might give cause for optimism at first
glance: the International Energy Agency’s (IEA) CO2
emissions report showed they rose by less than one per-
cent. That was significantly lower than in the previous
year when we saw a jump of more than six percent. But it
was also mainly driven by growth in sectors like solar,
wind, and electric vehicles (EVs), which helped offset the
impact of increased use of coal and oil amid the global
energy crisis. The report made it clear: Carbon emissions
remain on an unsustainable growth trajectory and bolder
steps are needed for the world to accelerate the energy
transition and meet its climate goals.

The massive gap comes with a price tag

According to BloombergNEF, global annual investment
needs to triple throughout this decade to achieve global
net-zero emissions goals by 2050. This represents a mas-
sive USD 2 trillion investment opportunity, approximately
two percent of annual global GDP. Out of the total esti-
mated cost of USD 195.7