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Culture is the precursor to diversity

Investment firms with strong corporate cultures can better support D&l efforts

Key Takeaways:

- A D&l policy is little more than
a marketing tool unless it is
part of wider efforts to improve
corporate culture. Culture, the
shared values and norms of
employees, is one of the most
important and least recognised
links in the value chain.

+ The emphasis on culture at
investment firms has grown
as the industry’s main clients
— institutional investors, asset
owners and investment
consultants — have started
to take a close interest in
how firms treat staff and
stakeholders.

- Defined and well-
communicated cultural
change can differentiate firms
from their competition and
substantially improve their D&
profile. The most critical input
for effecting cultural change
and overcoming obstacles to it
is strong leadership.

— MARKET INSIGHTS

Greater diversity and inclusion (D&lI) is
now a priority item for many investment
firms. It is widely recognised that
diverse groups of people bring more and
different ways of seeing problems and
better ways of solving them.

But D&l as a standalone aim is
questionable. A D&l policy, however well
intended, is little more than a marketing
tool unless it is part of a wider structure,
or corporate culture, that supports D&l
efforts.

Culture, the shared values and norms

of groups of people working together,

is one of the most important and least
recognised links in the value chain.
Culture is what CEOs should be thinking
about every day, according to a seminal
2019 paper from Willis Towers Watson's
Thinking Ahead Institute. Culture, argues
the Thinking Ahead Institute, is a unique
ingredient in the struggle for competitive
advantage among investment
organisations. Likewise, McKinsey data
suggests that companies with effective
cultures deliver substantially higher
performance.

Culture is the driving force behind, and
precursor to, all changes that add
value. “With the right corporate culture,
a client-centric, high-performing, and
inclusive workplace is achievable,” says
Charlene Sagoe, Head of Diversity &
Inclusion at Natixis Investment
Managers.

Investment firms are starting to
focus on culture

“The emphasis on culture at investment
firms has grown as the industry’s main

Charlene Sagoe
Diversity & Inclusion
Natixis Investment Managers

clients — institutional investors, asset
owners and investment consultants —
have started to take a close interest in
how firms are managed.

These client groupings increasingly
seek to know whether a firm's culture
is beneficial for clients and staff, and
due diligence processes are starting
to focus on these aspects as much as
performance. The rationale is simple:
effective culture feeds through to good
performance over the long run.

Investment consultancy Mercer is typical
of consultants that have changed the way
they assess investment firms, focusing
closely on whether a firm's culture is
conducive to getting the best out of its
resources. That includes examining
whether firms have an inclusive ethos and
if team members at all levels are positively
engaged with the business. “Faced with
these types of questions and amid doubts
they would pass culture assessments,

we are aware that some investment
managers have unilaterally withdrawn
from investment due diligence processes,’
says Charlene Sagoe.

The focus has been sharpened by the
collapse of Woodford Investment
Management in 2019, with corporate
culture at the centre of mismanagement
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claims. The collapse reverberated around
Europe and has acted as a wake-up call
for asset managers to take culture more
seriously.

Regulators are also taking an interest

in the subject. In the UK, the Financial
Conduct Authority, in its most recent
business plan, announced it would
investigate how financial firms are
‘creating and sustaining healthy cultures”.
Indeed, the FCA's new CEO, Nikhil Rathi
told politicians on 22 July 2020 that
boosting diversity in “all its dimensions”
would be one of his top priorities once he
was at the helm of the City watchdog.

Not least, culture is increasingly
becoming a key component in fund
managers’ research. Although corporate
management has long been a focus of
researchers, some investment houses
have taken the concept a step further and
made culture the primary research item,
ahead of traditional metrics.

A roadmap to cultural change

This growing emphasis on culture
means investment firms are increasingly
asking themselves: how we do we effect
genuine change that adds value to our
organisation, clients and stakeholders?

“Culture is a unique organisational
characteristic, it can't be copied or
mimicked," says Isabelle Pujol, chief
executive of Pluribus, a D&l global
consultancy’. “It is about translating key
idiosyncratic values into behaviours and
processes.”

CULTURE ROAD-MAP

From

Culture discussions lack vocabulary and good
quality narrative

Treating culture as a fixture (and a constant) not as
a fitting (and a variable)

Culture not well integrated with beliefs, strategy
and vision fitting (and a variable)

Culture set by accident and not well differentiated

Purpose not a big part of the vision and mission

This kind of change cannot be created
in a day. There are no short cuts, it's a
journey which requires new behaviours
rather than good intentions. This means
rethinking how people talk and listen

to each other, how they challenge their
biases, how values are embedded in HR
processes. A serious methodology and
tangible measures are required.

Different cultures exist across different
teams even within the same organisation.
The probable first step for many
organisations is measurement so that
perceptions can be viewed and shared of

how well teams are working. Engagement

surveys and feedback processes with
a mix of qualitative and quantitative
features can assess local “climates”
within teams.

Testing of local climates can reveal
whether teams have a culture of
accountability, or blame. Measurement
can uncover illusions of unanimity,
whereas in truth team members are
reluctant to dissent. Views on staff
turnover can aid understanding

of team dynamics and the value
placed on diversity.

Feedback can also show the impact of
remuneration structures on individual
behaviours and team dynamics.

Follow-up action is likely to centre around
education. “Education is not necessarily
as itisin a school setting,” says Pujol. “It's
about creating space for people to speak
up, to hold conversations in an authentic
way."

To

Culture discussions grow in clarity, authenticity and
impact

Better appreciation of what can be done to manage
culture directly and indirectly

The synching of strategy and culture

Culture set by design and providing opportunities
for adaption and innovation

More purposeful investment firms as an industry
opportunity

© 2079 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Thinking

Ahead Institute members’ use only.

1 Pluribus has in the past and may in the future provide consultancy services to Natixis Investment Managers

2 Source: Ignites Europe
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Education should include executives and
board members, who must buy in to the
concept of shared values if managers
and employees are expected to live those
values in their everyday work.

Investment firms may want to create
offline bodies, sometimes known as
steering groups, to collect information on
issues such as D&I and report regularly
to executives. Offline bodies support line
managers who are often too preoccupied
with operational activities to give their

full attention to cultural issues. This

kind of structural support is critical to

the long-term strategic effort needed to
change mindsets and build an identifiable
culture.

Expect bumps in the road

Cultural change doesn't come easily and
there will be obstacles and resistance.

There may, for instance, be resistance
from members of staff who inherently do
not like change or for whom change may
appear to threaten their role or systems
of working. But this can be anticipated
and even welcomed, as negative energy
can be often be transformed into positive
mindsets.

One way to counteract recalcitrant
behaviour is through the creation of “peer-
to-peer networks” among staff who do
support a change programme?. These
networks can help persuade reluctant
colleagues and hold them to account if
they continue to refuse to countenance
change. Organisations should not be
afraid to reinforce a message of cultural
change among its workforce, praising
good behaviours and censuring persistent
bad actors.

The impetus for change sometimes

falls away as the memory of education
activities such as training sessions fades,
meaning overall progress is slow. To
counter this, cultural change should be
treated as a transformation programme,
with Key Performance Indicators and

a dedicated team which assumes
ownership of the project.
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Firms may also have to alter their
recruitment practices. Instead of focusing
on “cultural fit" among new hires, firms
might instead consider the “mission fit" of
an employee — that is, whether they buy
into a firm’s long-term vision.

It all starts at the top

The critical input for effecting cultural
change and overcoming obstacles is
strong leadership. According to the
Thinking Ahead Institute, culture is an
“expression of leaders both past and
present” and is shaped by multiple leaders
over time.

Even the most sophisticated, well
thought-out plans for cultural change will
flounder if senior managers do not lead
by example. For example, senior staff
encouraging a non-hierarchical culture
and fairness while maintaining private
offices and personal parking spaces are
likely to disincentivise their workforce.

Firms should consider this type of
“intangible” behaviour when designing a
cultural transformation programme, says
Pujol. “When you have leaders who walk

~ MARKET INSIGHTS

the talk, practice key values, who are
credible, then you get positive impact,’
she says.

So is it challenging to get the leadership
team to buy into “soft” issues, when they
are principally judged on hard, tangible
issues such as revenues and costs? “It's
not true that executives only understand
numbers,” says Pujol. “When we engage
leadership teams, we invite them to
experience with their heart and to make
cultural and D&l a personal goal. After they
engage, only then do we link culture and
diversity to company objectives.”

Sometimes harder than obtaining senior
leadership buy-in, is engaging middle
management. Middle managers are more
numerous than executives and between
them carry the full weight of operational
expectations. Translating a cultural vision
to this group can take longer and involve
frequent communication and educative
activities, including workshops, seminars
and online support.

The challenge for leaders across an
organisation is to act empathetically,
communicate clearly on values and show
the courage needed to foster the greater
good.

Culture as a differentiator

Cultural change will not take place
overnight. Investment firms should have
realistic, but real, expectations around the
scale and pace of change.

“The changing of a culture is a journey,
and with every step organisations will
improve value for clients through delivery,
performance, and service,” says Charlene
Sagoe. Defined and well-communicated
cultural change will differentiate a firm
from the competition and, in the process,
substantially improve its D&l profile.

Written in January 2021
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ADDITIONAL NOTES

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and,
when required by local regulation, only at their written request. This material must not be used with Retail Investors.

In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A.
is a Luxembourg management company that is authorized by the Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws and
registered under n. B 115843. Registered office of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. [taly: Natixis
Investment Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San Clemente 1,20122
Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt
55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment Managers, Nederlands (Registration number 50774670). Registered
office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies
Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafia. Serrano n°90, 6th Floor,
28006, Madrid, Spain. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 Bruxelles, Belgium. In France: Provided
by Natixis Investment Managers International - a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets
Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738.
Registered office: 43 avenue Pierre Mendes France, 75013 Paris. In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland
Sarl, Rue du Vieux College 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8007 Ziirich. In the British Isles: Provided by Natixis
Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority (register no. 190258) - registered office: Natixis Investment
Managers UK Limited, One Carter Lane, London, EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows:
in the United Kingdom: this material is intended to be communicated to and/or directed at investment professionals and professional investors only; in Ireland: this
material is intended to be communicated to and/or directed at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed
at only financial services providers which hold a license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to
and/or directed at professional investors only; in the Isle of Man: this material is intended to be communicated to and/or directed at only financial services providers
which hold a license from the Isle of Man Financial Services Authority or insurers authorised under section 8 of the Insurance Act 2008. In the DIFC: Provided in and
from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is requlated by the DFSA. Related financial products or services are
only available to persons who have sufficient financial experience and understanding to participate in financial markets within the DIFC, and qualify as Professional
Clients or Market Counterparties as defined by the DFSA. No other Person should act upon this material. Registered office: Unit L10-02, Level 10 ,ICD Brookfield
Place, DIFC, PO Box 506752, Dubai, United Arab Emirates. In Japan: Provided by Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-General of
the Kanto Local Financial Bureau (kinsho) No.425. Content of Business: The Company conducts investment management business, investment advisory and agency
business and Type Il Financial Instruments Business as a Financial Instruments Business Operator. In Taiwan: Provided by Natixis Investment Managers Securities
Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the R.0.C. Registered
address: 34F,, No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.0.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788.
In Singapore: Provided by Natixis [nvestment Managers Singapore Limited (company registration no. 199801044D) to distributors and institutional investors for
informational purposes only. In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only. In
Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of
financial advisers and wholesale clients only. In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and
does not constitute financial advice. This is not a requlated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New
Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited is not
a registered financial service provider in New Zealand. In Latin America: Provided by Natixis Investment Managers S.A. In Uruguay: Provided by Natixis Investment
Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar 1491, Montevideo, Uruguay,
CP 11500. The sale or offer of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. In Colombia: Provided by Natixis
Investment Managers S.A. Oficina de Representacion (Colombia) to professional clients for informational purposes only as permitted under Decree 2555 of 2070.
Any products, services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia
and is addressed to less than 100 specifically identified investors. In Mexico Provided by Natixis IM Mexico, S. de R.L. de C.V,, which is not a regulated financial
entity, securities intermediary, or an investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the
Comision Nacional Bancaria y de Valores §CNBV) or any other Mexican authority. Any products, services or investments referred to herein that require authorization or
license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does not
represent a public offering of securities in Mexico, and therefore the accuracy of this information has not been confirmed by the CNBV. Natixis Investment Managers
is an entity organized under the laws of France and is not authorized by or registered with the CNBV or any other Mexican authority. Any reference contained herein to
“Investment Managers” is made to Natixis Investment Managers and/or any of its investment management subsidiaries, which are also not authorized by or registered
with the CNBV or any other Mexican authority.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of specialised investment
management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in
and from the jurisdictions in which they are licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is
the responsibility of each investment service provider to ensure that the offering or sale of fund shares or third party investment services to its clients complies with the
relevant national law.provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice,
or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks
and expenses of any investment carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein represent
the views of the portfolio manager(s) as of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be
no assurance that developments will transpire as may be forecasted in this material. The analyses and opinions expressed by external third parties are independent
and does not necessarily reflect those of Natixis Investment Managers. Past performance information presented is not indicative of future performance.

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee
the accuracy, adequacy, or completeness of such information. This material may not be distributed, published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.
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