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Environment, Social and Governance (ESG)
considerations are key metrics of long-term
investors’ investment decisions

Key takeaways:

e Mirova sees four major
transitions (demographic,
environmental, technological
and governance) having an
enormous impact on the way
companies do their business.

Mirova believes that adhering
to positive ESG policies and
generating solutions for some
of the megatrends our planet
and our society is exposed to
can create long-term value for
investors.

Many institutional investors
have signed the UN Principles

of Responsible Investment and/

or adhered to the Montreal
Pledge, leading to investors
publishing the carbon footprint
of their portfolios. Some
countries have introduced

or are in the process of
introducing regulation for
institutional investors.
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An interview with Mirova’s CIO

Sustainable investing specialists
at Mirova have been providing
global investors with diverse
solutions for years. Jens Peers,
CFA®, Chief Investment Officer,
explains Mirova’s distinct approach
to delivering returns with impact,
mega-trends reshaping the world
and the investment opportunities
that coincide with these trends.

What would you say is the Mirova
difference?

Mirova has specialized in sustainable
investing for over 30 years. It's in our
DNA. For those who don’t know exactly
what sustainable investing is, we see

it as a long-term approach to investing
that incorporates Environmental, Social
and Governance considerations into the
investment process. Our philosophy is
grounded in the belief that businesses
which adhere to positive ESG policies
and which generate solutions for some
of the megatrends our planet and

our society is exposed to, can create
long-term value for investors. We

are not your traditional SRI (Socially
Responsible Investing) investor who
takes a relatively simple exclusionary
approach — not investing in companies
that have a negative impact on society,

Jens Peers, CFA®

Chief Investment
Officer &
Portfolio Manager

Mirova

such as tobacco, alcohol or firearms
companies. We take a thematic
approach to investing, which we think
could lead to very good long-term
performance. We believe that focusing
on trends that will change the world
can help investors avoid companies
that may look good on paper, but may
actually be in secular decline.

Why do you think integrating ESG
throughout your process offers you
stronger results?

In order to generate sustainable
performance, it is important to
identify the right opportunities and
also to manage risks properly. We
strongly believe that companies who
offer solutions for some of the bigger
problems our world is facing, are well
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positioned to generate superior growth
and returns. Also, many investors
don't believe ESG risks are financial
risks and are therefore not properly
pricing in those risks when valuing
investment opportunities. That this
could be a costly mistake has been
proven many times in the past. Recent
examples of how poor ESG practices
could lead to significant losses are

for instance BP and Volkswagen. Our
process is based on deep fundamental
research and frequent interactions

and engagement with the companies
we invest in. Contrary to most other
investors, Mirova uses a large in-house
team of analysts, each specialized in
one or more ESG themes. They assist
the portfolio managers to make better
financial decisions by providing ESG
specific information so they can identify
opportunities and risks the market
may overlook, and by engaging with
companies in order to improve their
behavior and performance. We know
for instance that board composition,
employee diversity and incentive
schemes can have a big impact on
performance and find it important to
use our power as an investor in debt or
equity to move companies in the right
direction.

Can you explain the role of global
mega-trends in your portfolios?

Our philosophy is based on the fact
that the world is changing — and the
world as we know it today will look
quite different in ten years’ time. Our
current life styles, combined with the
fact that the world still has to deal with
population growth for the foreseeable
future, means that we see four major
transitions happening: demographic,
environmental, technological and
governance. These transitions are slow
and constant and heavily influenced
by almost unstoppable megatrends.

In terms of demographics, an aging
population and the fact that millennials
and women play a much more
important role in our economy than

. *e

ever before, mean that companies have
to rethink how they do business and
whet products they want to bring to
the market. Urbanization and a rising
middleclass in emerging countries are
other important trends creating both
opportunities and risks as they have an
impact on our demographic transition.
We are also convinced that natural
resource depletion and climate change
will force us into an environmental
transition towards lower carbon
energy sources and more sustainable
ways of dealing with precious

natural resources such as water and
food. The technological transition is
probably the most visible at this stage
as technological advancements are
impacting all aspects of our lives, from
energy to retail, healthcare, education
etc. We also see a transition in terms
of governance short term profit
maximization is no longer tolerated

in the context of systemic risk (think
about the subprime crisis). Topics

such as gender equality, corporate
compensation and fair tax payments
are also popular topics on social media,
forcing companies to adjust their
policies in these fields. We believe those
transitions are real and important and
think as a results that companies who
are taking those already into account
will fare better than those who don't.

How does a mega-trend lead to
an investment idea in Mirova’s
process?

Maybe it's better to explain this with
an example. Think about an aging
population, for instance. When people
get older their eyes deteriorate. So we
believe a lot more people will need
reading glasses, especially as the
massive Baby Boomer generation gets
older. One example of an investment
idea would be a high-quality, well-run
company that is a leader in the
production of lenses for reading glasses.

Another mega-trend is the
depletion of natural resources. Can
you speak about the importance of
sustainable water solutions?

Our water and food resources are two
daily essentials for which you don't
really have an alternative. We need
them to survive. And what | don't
understand is the little exposure people
generally have in their portfolios to
sustainable water and food investments.
By the way, historically, those two
themes have had good performance.
But because water and food are not
really present in the major indices,
investors generally don’t have much
exposure to these areas. On top of
that, water is becoming increasingly
important. For example, in the United
States roughly 14% of all water flowing
through pipes is leaked out. The quality
of pipe systems is really bad. So, we
believe, this presents an investment
opportunity because there is a very
strong need — and also because there is
no alternative to resources like water.

How might your ESG investing
approach uncover opportunities
and risks others overlook?

A lot of traditional asset managers

start with the benchmark when they
construct a portfolio. Traditionally,
benchmarks are heavily biased towards
companies and sectors which benefited
from historic economic success.

They have built their wealth on this
historic success, while companies
whose underlying market drivers
historically have been less economically
important, represent lower weights

in benchmarks and consequently also

in most investment portfolios. Our

ESG Research Group allows us to go
beyond this approach. As social and
environmental problems become more
visible and need more urgent and
sustainable solutions, the economics for
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companies presenting such solutions
become more attractive, which we
believe will lead to outperformance and
a resulting higher weight in traditional
benchmarks. We believe our ESG
research gives us an edge in identifying
those opportunities. Simultaneously,
we also believe that the four major
transitions we talked about before

will have an enormous impact on the
way companies do their business

and companies who do not take this
properly into account will underperform
in our opinion, some slowly, as those
transitions become more visible, some
in a more abrupt way when their ESG
risk taking turns into financial disasters,
as was the case with for instance
Volkswagen and BP

What might a Mirova Global
Sustainable Equity strategy look
like?

The basic principles are the same as for
any other well-constructed investment
portfolio : diversification and a focus

on undervalued securities. We seek

to manage relatively concentrated
portfolio, with a high active share and
also relatively low turnover. We can
invest in global companies of any size
that we think may profit from long-term
global trends. Overall, our ESG research
and investment management groups
identify and invest in companies we
believe may play a role in the transition
towards the world as we will know it

in ten years' time, a transition driven

by demographics, environmental
considerations, technological changes
and a higher focus on governance.

For example, our strategy may have
virtually no exposure to traditional
energy sources, based on our belief
that fossil fuels will eventually be
replaced by a combination of new
technologies.

. *o*

How do you see the appetite of
institutional investors for ESG
investing? Has it evolved over the
last few years?

Many institutional investors have signed
the UN Principles of Responsible
Investment. Other voluntary initiatives
such as the Montreal Pledge, leading
to investors publishing the carbon
footprint of their portfolios are also
attracting a lot of institutional investors.
Some countries have introduced

or are in the process of introducing
regulation for institutional investors.

In the UK for instance, the comply or
explain approach from the Stewardship
Code, makes institutional investors
rethink their voting behavior while

in France The Energy Transition Law
asks for institutional investors to
explain how they integrate ESG and
how their investments help the fight
against climate change and promote
the transition towards a less carbon
intensive economic model. Green
bond investing has taken off as a result,
appetite for sustainable infrastructure
investing is growing and demand for
ESG integration in equity investing is
growing.

Are there different appetites within
institutional investors around the
world?

Historically there have been differences
in approach to sustainable investment
in different regions in the world, mainly
because of historic reasons. A best-
in-class approach was more popular in
Europe, while a traditional exclusionary
approach was more popular in the US.
Asian demand has lagged but is now
also rapidly increasing. In all parts of
the world we see demand converging
towards a more positive approach to
ESG: How can ESG research not only

help us to define what we do not want
to invest in, but more importantly,

how can doing good (create positive
impact) be combined with doing well
(create good financial performance).
Recent election results seem to have
accelerated this trend.

It meets the increasing
transparency need. Where do we
stand today and how do you see
the outlook on integrating ESG
considerations in investment?

Investors are more and more aware
that investing in a financial asset also
means financing a specific activity and
those activities have impacts on our
lives, positive and negative. Evolutions
in data provisioning and gathering are
leading to more and better opportunities
to analyze the impact of portfolios.
Creating ESG profiles for portfolios and
indices has become easier and better
quality, but at the same time investors
need to be aware of the differences in
methodologies. Too often investors are
happy to outsource the ESG profiling
of their portfolio to a major ESG

rating provider without being aware

of the differences between provider's
methodologies and the resulting
differences in their ratings. One very
positive evolution is the increasing
quality of data for carbon footprinting
of portfolios and the ability to translate
the carbon footprint of a portfolio into a
global warming scenario. This approach
may visualize the impact of portfolios
in a more realistic way and may make
it easier to understand what impact
financing the right or wrong activities
may have. Ultimately, | believe that such
impact reporting may affect the way
people construct their portfolios

Written on September 7, 2017
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DISCLAIMER

This communication is for information only and is intended for investment service providers or other Professional Clients. The analyses and opinions referenced herein represent the
subjective views of the author as referenced, are as of 7 September 2017 and are subject to change. There can be no assurance that developments will transpire as may be forecasted
in this material. This material may not be distributed, published, or reproduced, in whole or in part. Although Natixis Global Asset Management and Mirova believe the information
provided in this material to be reliable, it does not guarantee the accuracy, adequacy or completeness of such information. Not all affiliates, products, and services are available in all
jurisdictions. Indexes are unmanaged and do not incur fees. It is not possible to invest directly in an index.

This material has been provided for information purposes only to investment service providers or other Professional Clients or Qualified Investors and, when required by local
regulation, only at their written request. In the E.U. (outside of the UK) Provided by NGAM S.A. or one of its branch offices listed below. NGAM 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 NGAM S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. France: NGAM Distribution (n.509 471 173 RCS Paris). Registered office: 21 quai d'Austerlitz,
75013 Paris. Italy: NGAM S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via Larga, 2 - 20122, Milan, Italy.
Germany: NGAM S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main
60322, Germany. Netherlands: NGAM, Nederlands filiaal (Registration number 50774670). Registered office: World Trade Center Amsterdam, Strawinskylaan 1259, D-Tower, Floor 12,
1077 XX Amsterdam, the Netherlands. Sweden: NGAM, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 48
5tr, Stockholm 111 35, Sweden. Spain: NGAM, Sucursal en Espafia. Registered office: Torre Colon Il - Plaza Colon, 2 - 28046 Madrid, Spain. @ In Switzerland Provided by NGAM,
Switzerland Sarl, Rue du Vieux College 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Ziirich. e In the U.K. Approved and provided by
NGAM UK Limited which is authorised and regulated by the UK Financial Conduct Authority (register no. 190258). This material is intended to be communicated to and/or directed
at persons (1) in the United Kingdom, and should not to be regarded as an offer to buy or sell, or the solicitation of any offer to buy or sell securities in any other jurisdiction than the
United Kingdom; and (2) who are authorised under the Financial Services and Markets Act 2000 (FSMA 2000); or are high net worth businesses with called up share capital or net
assets of at least £5 million or in the case of a trust assets of at least £10 million; or any other person to whom the material may otherwise lawfully be distributed in accordance with
the FSMA 2000 (Financial Promotion) Order 2005 or the FSMA 2000 (Promotion of Collective Investment Schemes) (Exemptions) Order 2001 (the “Intended Recipients”). To the extent
that this material is issued by NGAM UK Limited, the fund, services or opinions referred to in this material are only available to the Intended Recipients and this material must not be
relied nor acted upon by any other persons. Registered Office: NGAM UK Limited, One Carter Lane, London, EC4V 5ER. e In the DIFC Provided in and from the DIFC financial district by
NGAM Middle East, a branch of NGAM UK Limited, which is regulated 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 as defined by the DFSA. Registered office: Office 603 - Level 6,
Currency House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates.® In Singapore: Provided by NGAM Singapore (name registration no. 53102724D) to distributors and
institutional investors for informational purposes only. NGAM Singapore is a division of Natixis Asset Management Asia Limited (company registration no. 199801044D), and Natixis
Asset Management Asia Limited is regulated by the MAS to conduct fund management in Singapore. Registered address of NGAM Singapore: 10 Collyer Quay, #14-07/08 Ocean
Financial Centre, Singapore 049315. @ In Hong Kong: This document is issued by NGAM Hong Kong Limited to distributors and professional investors for informational purposes only.
o In Australia This document is issued by NGAM Australia Pty Limited (NGAM Aust) (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of financial
advisers and wholesale clients only. Investment involves risks. NGAM Aust reserve the right to revise any information herein at any time without notice. ® In New Zealand This
document is intended for the general information of New Zealand wholesale investors only. This is not a regulated 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. NGAM Australia Pty Limited is not
a registered financial service provider in New Zealand. ® In Latin America This material is provided by NGAM S.A. e In Chile Esta oferta privada se acoge a la Norma de Carécter
General N°336 de la SVS de Chile. ® In Colombia This material is provided by NGAM S.A. Oficina de Representacién (Colombia) to professional clients for informational purposes
only as permitted under Decree 2555 of 2010. 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 Mexice This material is provided by NGAM Mexico, S. de R.L. de C.V., which is not a
regulated financial entity with the Comisién Nacional Bancaria y de Valores or any other Mexican authority. This material should not be considered an offer of securities or investment
advice or any regulated financial activity. Any products, services or investments referred to herein are rendered exclusively outside of Mexico. ® In Uruguay This material is provided
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in which they are licensed or authorised. 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.

The 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 services. 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. Although Natixis
Global Asset Management 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. May not be redistributed, published, or reproduced, in whole or in part. Amounts shown are expressed in USD unless otherwise indicated.

Mirova

A subsidiary of Natixis Asset Management

Limited liability company

Share Capital: €7 641 327.50

Regulated by the Autorité des Marchés Financiers (AMF) under n® GP 02014.
RCS Paris n® 394 648 216

21 quai d"Austerlitz 75013 Paris France

WWwW.mirova.com

Natixis Global Asset Management S.A.
RCS Paris 453 952 681

Share Capital: €178 251 690

21 quai d'Austerlitz, 75013 Paris
WWW.ngam.natixis.com

. *o*

m lrova Document intended exclusively for professional clients (in accordance with MIFID) 4

Responsible Investing




