TRANSCRIPT | Financial Times Investing for Good USA panel: Opportunities

in the Green Recovery (event replay)

MYLES MCCORMICK: Good afternoon. Andyou'revery welcome backto theFT Investing for Good
USA summit and, specifically, to thispanel on opportunitiesin the green recovery. My name
is Myles McCormick, I'm US Energy Reporter at the Financial Times. As economiesacross
theworld lookto bounce back fromthe destruction caused by the COVID-19 pandemic, efforts
to tackle climate change have beenplacedat the heart of rebuilding efforts. Hereinthe US,
[00:00:30] President Joe Biden has made clear his desire tosparkatransitionawayfrom
fossilfuels, and climate spending has beenakey component of recent multi-trillion dollar
pieces of legislation. Therewere plentyofclimate elementsin the recentlyenacted
infrastructurebilland the even bigger US$1.75 trillion Build Back Better spending bill, whichis
beingchewed overin Congressand would include the largest investmentto tackle climate
changein UShistory. Sowhatdoes this [00:01:00] shiftin emphasis in Washington mean for
the businesscommunity? Today's panelwilllook at the changing dynamic in the corporate
and investment worlds, where things stand andwhere they aregoing. To discussthistopic,
I'mdelighted to be joined bythreereally great panelists. Jean Caseis chairmanofthe
National Geographic Society andchief executive ofthe Case Impact Network. Tensie Whelan
is founder and [00:01:30] director of the Center for Sustainable Business at the NYU Stern
SchoolofBusiness. And Erika Murphy is investmentdirectorat Wellington Management's
Climate Platform. Beforewe get started,afew smallitemsofhousekeeping. Wewantto
hearfromyou,theaudience. AndtherewillbeadedicatedQ & A session towardstheend of
thediscussion. But please do submityourquestionsas we go and where appropriate, we'll
pivot to themduringthe conversation and otherones[00:02:00] we'lladdress as we get to
that dedicatedsection attheend. Butplease,any and allquestionsthatyouwouldlike meto
puttothepanelists,just puttheminthechatbox. Sowithoutfurtherado,let'sdivein. And
| want to start by looking broadly at howthings stand at the moment in terms of corporate
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shiftin narrative at policy level [00:02:30]in D.C. Buthow doesthattranslateintowhat'’s
happeningin boardroomsandwhat's happeningin portfolios? Tensie,maybe | can start with
you because | know you've done particular researchon the corporatestateofplay. So,
broadly speaking, to whatextent s climate a priority for companies at the moment? And how
is that dynamicchanging?

TENSIE WHELAN: Well | think fortunately, climate is becoming more andmore of a priority for
companies, | mean,unfortunately, because there's real risk reasons why they're focusing on
[00:03:00] this stuff. Buttherearealso real business opportunitiesand that'sone ofthe
excitingthingsaboutit forbothcorporates andforinvestors. You know,|think we're seeing
more and more companies support their nation’s commitment around net zero, withmaking
theirown net-zerocommitmentsto al.5 degree world, aligning with thisthe Science Based
Targets initiative, making specific commitments around deforestation, methane, and other
areas. [00:03:30]Interms of ourresearch,what we're seeingis that thereis arealbusiness
caseforthis. Welooked atthe1,000+academic studiesthatanalyze the correlation
between good ESG performance and good financial performance onthecorporate side, and
we found that58% ofthe studies founda positive correlation. Approximatelythe same
percentage when we looked at it solelyin terms of climatechange, similar outperformance.
Ontheinvestor side, the datathat we've found [00:04:00] was that about 33% of investment
portfolioswithastrong ESG performance alsohada financial outperformance or alpha. And
then whenwe appliedtheclimate area, weincreasedthatby about10%. So climateisreally,
and ESGis really, driving better financial performance. We'velooked atthisthenata
corporatelevel becausethatsortofcorrelation, we're looking more at causality andsort of
tryingto understandwhat'sdriving thatbetter financial performance. So welooked at things
like [00:04:30] deforestationthrough supply-chaincommitments aroundbeefin Brazil with
McDonald's andCarrefour. Andwe foundtherethat the sustainable agriculture and
deforestation-free practicesactually increased the productivity, the profitability, and the
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producedhigher-qualityproducts. So notonlydid it reducerisk for the slaughterhouses and
theretailers, but it actually also provided them with a higher-quality product that in thecase
[00:05:00] of Carrefour, forexample, they couldchargea premiumfor. Another example of
how companies are looking at thisissue, we worked witha Canadian utility who was looking to
determine whether they shouldget outofcoal earlier thanbeingrequired by the government,
whichis2030. Andindoingthat analysis, we foundthatreally the reductionin costofcapital
forthem,ifthey, well,if they didn't get outofit early, they werelikely tobe penalized witha
higher cost of capital. Andtherefore, [00:05:30] they actually decidedto move ahead with
gettingout ofcoalearlier. Thefinal point|'llraise now aroundourresearchis looking at
whether boardsare fit for purpose aroundthiswholenew setof ESGissues, including climate.
There,welooked at1,188Fortunel00board members and what we found is that only three of
them had climatechange credentials. Lookingatothertopics, we had, maybe eight had
cybersecurity credentials. So outof1,188,[00:06:00]that's prettyshocking. Andwealso
seewith boardsthat thereisn't sufficientfocusat agovernance level in terms of enough of
them having committeesthatfocus onthisfulltime,andsoon. So whilewe doindeedhave
more ESG credential training now, so that's really useful, but I think there's alot of work to be
donethere.

MYLESMCCORMICK: Okay. Wellthanksverymuchforthat, Tensie. Jean, | wonderiflcouldturn
toyounow. |knowyou'reherewearingtwohatsbut fromthe pointofview, | suppose, of
yourwork withtheCase Impact[00:06:30] Network, where you're tryingto pushcompanies
tobemore conscious of various ESG factors, | wonder what you'vefoundin your dealings of
late. AndlImean, Tensielaid outthe kind of state of play there, thatreturnsarethereto be
made, there’s kind of a pivothappening, but tosome degree, as she said, like threeof1,188
board members withclimate credentials, there's stillagap there, as it was, in terms of how
[00:07:00] seriouslymaybecompaniesaretakingit. Butwhat'syourexperience been, Jean,
as you deal with companies inyourrole? |sthereagrowingappetite forintransitive kind of
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JEANCASE: Yes,noquestion. And|'msuperhappy that we startedwith Tensie's workbecausel
think she’s doingsome ofthe most important work in thespacein bringing the data forward to
informus. lwillsay,| thinkit's atime of great opportunity andchallenge [00:07:30] for ESG
because as Tensie just pointedout, youknow, whilewe're hearing much, much more about
ESG thesedays, we're not necessarily seeingthe momentum in terms of skillingupthe right
backgroundsofleadership toreally take the time and commitments forward that we wantto
see. Andlthinkthatpointsto sortofabroaderissue with, youknow, really importantas we
kick off this conversation, to understandthattoday you cango under the label of ESGwith no
standardsofmeasurement. Now,[00:08:00]we do have anumber of measurement-
reporting firms out there, butthere’sno regulationand, of course, we've seenthe SECinthe
United States, and many global policy andregulatory bodieslike them, looking at this issue and
really tryingto come upwithat least abaseline for, if you say ESG, you have tohavesome of
thesethings. But,youknow,generally speaking, | thinkit's atime of great momentum. One
ofthefunthings welooked at in thelast year was, you [00:08:30] know, two yearsago, we
looked at earnings callsand said, wellhowmanyofthemare talkingabout ESG? Andtwo
years ago, it was liketwo orthree. Andthisyear,itwas152. Now,talkdoesn't necessarily
mean action, butl know we're goingto talk alot about thepressure coming fromthe
investmentworld, whichis veryreal,to make companiesreally pay attention andturntheir talk
into action.

MYLES MCCORMICK: Absolutely,absolutely. Welllet mebringyouin here [00:09:00] now, Erika,
because |l suppose you're at the coalface of what's happening from an investment perspective.
As forthe samebroadquestiontoyou, what kind of shiftshaveyouseenoflate?

ERIKA MURPHY: It's beenreally dramaticfrom our perspective as an asset manager. Andit's
been greatto see,tobehonest. Becausewedo think that there are alot ofinefficiencies that
the market doesn'tyet grasp but [00:09:30] that will be very important tofinancial assets
comingforward. So,youknow,justinthelastyearalone,we've seenadoublingofthe
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Science Based Targetsinitiative. Andyou know, we're seeinghundreds of asset managers,
investment consultants, banks, and many other financial organizations now signing up tothese
net-zeroinitiatives. So | do agree [00:10:00] with whatJean wasjustsayingthatthe
stakeholderswhonowown,youknow, theequities of these companies will be much more
vocal going forwardaboutexpectationswithregardsto transparency anddisclosure. And |
think thatis, it's justhealthy for the marketsto be able to have that additional information to
then be able to betteridentify where therisks lie in the existing portfolios that we're managing
forourclients.Andthenalsoto see where those opportunities could potentially come from
[00:10:30] as well, which we think are numerous. Again, because we think that due to limited
understanding oftherisksin climate change, there are also opportunitiesthat lie ahead,
particularly withregardsto the solutionproviders for some of thechallenges thatclimate
change faces in our economiesbroadly.

MYLES MCCORMICK: You mentioned the questionoftransparency, whichis obviously something
Jeantouchedonthereaswell. | mean,whatcanbedone[00:11:00]todrivethat? |mean
how do youexpedite thatprocess?

ERIKA MURPHY: Yes,wellso the SEC does have, youknow, has opened up for comment, you
know, inputfrom the broadereconomyand market constituentsto ask for feedback, and
we've certainly beencontributing to that dialogue, asking for more disclosures withregardsto
Scopel, Scope 2,and Scope 3 emissions, but alsowithregardsto physical locationas well.
So,many companiestoday [00:11:30] are notrequired todisclose where their key productivity
sites are,and where their supply-chainrisksare. And so thatcould potentially be very
disruptive in astate where we see many moreintense andmore frequentclimate events
comingatusincomingyearsanddecades. Andsothesearerisksthatareimportantto
businessesandoperations and, youknow, being morefullto regulators aboutwhat [00:12:00]
the standardshouldbe, acting, youknow, as part of some of the initiativesthathaveformedin
therecent years withregardsto more climate-focusedinitiatives, all ofthat, | think, helpsto
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that you know, we do see these climate risks as being material from the financial perspective.
And sometimes it's actually[00:12:30] helpfulto be abletobringinthedata. Sowhat's
great, at Wellington, we have a great partnershipwiththe Woodwell Climate Research Center,
wherewe're ableto learn more about what the future lies ahead ofus. Andsowe'vebeen
ableto seethat overthe next 30years, unfortunately, theclimate outlookis prettydark.
We're expectingto see significantlymoreintense and more [00:13:00] frequent events across
the globethat arelikely to be more disruptive to cities,and toconsumers, to corporations.
And by bringing those projectionsandshowing where those risks actuallylie,froma
geographic perspective, to thetable, it's oftentimes very influential for these companieswho
otherwise don't have accessto thatinformation tobe able to learn more about those risks.
And so throughengagement and through having more transparency, [00:13:30] encouraging
thattransparencyfromtheregulatoryperspective, and alsoin corporate dialogue, | thinkcan
help movethe needle.

MYLESMCCORMICK: Sure,sure.

JEANCASE: Iwouldlove-

MYLESMCCORMICK: Please,please,| was goingto turnbackto youthere, Jean, please.

JEANCASE: Yeah,Imean,lthinkifwelookat ourfuture basedon the standard bearers today,
which arethe big,in many cases, old companies, you canget prettydiscouraged. Butyou
know, | spendalot oftime hanging [00:14:00] out with entrepreneurs and | wouldsay thenext
generationis not only drivingsortof ESGinterestand actions through their investing, but
there's really anew generation of entrepreneurs who see avery differentfuture andare
building very adifferentkind of companies that are answering the call in a very different way.
And I'llgiveyou just couple of examples. You know,there'sacompany in,ofall places, coal
country, Appalachian Kentucky, that's started acompany called AppHarvest, [00:14:30] andit
is pretty muchawarehouse-based, or greenhouse-basedkindof growingcompany. The
warehouse, orthe greenhouse that| was in wasnearly a mile long, growing a milliontomato

plants underoneroof. Ninety percentlesswaterused, thirty timestheyield peracre. And



the best newswassome ofthe best tomatoes|'d evertasted. Soyouknow,andthenwe
have anumber of different companies, youknow, there’'sayoungentrepreneur in Texas who
has something called [00:15:00] SparkChange, and he has mobile EV charging units, where he
comestoyou. Sowe'rejustseeingawhole generation of newentrepreneurswho are seeing
ways to address the challenges we'veleft behind through moretraditional means, and they're
really findingaway forward withnew products andservices. Andit's pretty encouraging.
AndI'lljust add onemore thing, you knowbigcompaniesare notasleepat the wheel. | had
the opportunity tointerviewthe CEO of Chevronlastmonth, [00:15:30] and one of the things
we talked aboutwas their accelerator,where they're puttingalot ofinvestmentintothese new
companiesthat are focusedonthings like hydrogen and nuclear and some other solutions that
arerenewable that often don't get enough attentionin termsoftherolethey canplay going
forward.

MYLESMCCORMICK: Okay,okay. Well, thatkind of pivots, | suppose, nicely into whatl wanted to
direct conversationtonow. You mentionedsome ofthesenew technologies,andspending
onrenewablesandthatkindofthing. [00:16:00] Thatis somethingthatthe Biden
administration is obviously trying to drive at the moment. As and whenthe Build Back Better
billis enacted or becomeslaw, there'llbe huge, huge tax cuts,and foralong period of time, for
wind and for solarandfor carboncapture. I'mwonderingwhatall of you see as kind of being
the key policies, from the pointofview of companies and[00:16:30] from thepoint of view of
investors,thatare kind of really making peoplesit up andtake notice. Tensie,do you have
any particularviews? Arethereany kind of specifics ofwhat'sgoingonin D.C. thatare
impactingcompaniesandinvestorsin a particular way?

TENSIE WHELAN: (INAUDIBLE)...in everysingleagency, right? Sothey'rerecognizingthatthis
isn'tyou know, youdon't justdeal withclimateby itself, it's part of oureconomy, it's part of the
EPA,it's part ofourenergy strategy, it's part of our USDA strategyin termsofcarbon capture
andsoilhealthpractices. Soandtheeconomic council,youknow,they've brought
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climate. Solthinkthere's arealunderstandingthat[00:17:30]there’'s aneedto approach
thisinanintegratedway, whichis really the first I've seenthat, so that's exciting. What's also
interesting, sol,you know, hopefully we will get the Build Back Better. Even so,without that,
there’'s been policy changes, there'salso muchmore scrutinynowby the SEC on claimsand
theyissuedaninvestoralert around ESG, pointing out the many cases the emperor was
[00:18:00] wearingno clothes, | thinkquite rightlyin some cases. Andthere's beena, you
know, | think areal focusby the SEC on bothclimateand diversity and equityand inclusion.
So we willsee more comingout of the SEC, whichis very muchneeded. Intermsofthe
subsidiesandothertypesofincentivesfor business, | thinkthoseare really important and
helpful,and hopewe seethemcomethrough. [00:18:30]However,what's interestingto me
isthat even duringthe Trumpadministration, we saw continued ratchetingup andscalingup
of corporateinvestmentsand leadershipon this. Andevenifweend up withadifferent
administration in acouple of yearswho doesn'tcare about this,andevenifwe don't get Build
Back Better, though | hopewe do, | believe that the corporate leadershipis there tomove
ahead with theseinvestments, it's just that government policy will make us move faster. And
we actually need tomove faster,we'vejustgot thisdecade. [00:19:00]So wereally need it.
Butlwould, andthe other thingthat | would say, quickly, is that | wastalkingtoa company
yesterday who said, youknow, they're tryingto figure out their pathway tonet zeroandthat
they can't really rely on whether the Bidenadministrationis goingto be around andhow does
that affect how they thinkabout carbon fees,and sortofinternal priceon carbon, et cetera.
And basically, | think where companies need togo is they need tosay thisis allhappening
regardless of who's in power because we're [00:20:00] dealing withreal weather eventsthat
aregoingto have negativeimpactsonus. So we'rejustgoingto haveto figure outaway
forward. Buthopefullythe governmentcan playanimportantrole.

JEAN CASE: Yes,Ithink--

MYLES MCCORMICK: Wellthat's, I think,akey point. Sorry,did you wantto,was that you, Jean?
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JEAN CASE: Yes,lwouldjustaddthat, youknow,there's someWashington-related things but we
don'tthinkaboutthemas much as Washington-related things, and that is, like youlookat the
New York Stock Exchangetoday, theyare actuallyworking on [00:20:00] buildinganew asset
class called Natural Asset Companies, whichallow creation of value in land like rainforest, like
sustainable agriculture, et cetera, thatthe market canactually participatein. Andyou know,
they'rein front ofthe SEC withthisasset classsort of development that's goingon. And|
would expectin 2022, we'll see thatemerge as anew asset class, andwe're super excited
aboutthat. But[00:20:30]that's agreat example of afriendly regulatory environmentthat
wants some ofthisdisruptionand revolutionof newthinkingand newways todrive green that
we're seeingtake placerightnow. Andyouknow, | haveevery reasonto believe thatifthe
SEC allows that, thatit would be an enduring change, as Tensiejust pointedout, aboutwhat
will stay and you know, whatcan go with the newadministration.

MYLESMCCORMICK: Yeah,absolutely. Absolutely. Andlthinkthat's akey pointthat you raised
there, Jean,and Tensie [00:21:00] as well, justthis questionof durability. So | wonder ifl
couldbringyouinonthatthen, Erika. | mean,fromyour perspective,| mean,andfromthe
perspective ofinvestors broadly, howmuch hinges onkind of a climate/renewable-friendly
dynamicinD.C.? Orhow much,| mean,given,I mean,inthe case ofrenewables, giventhe
kind of plummetin coststhatwe've seenanyway, how[00:21:30] much ofitis justkindof
happeninganyway? Andas Tensiesaid,it's just acase of government expeditingthe
process, ratherthanbeingkeytoit?

ERIKA MURPHY: Yes, |would agree with Tensie. |thinkthat government canplay areally
importantroleto accelerateand tohelp usdothings inamore standardized way. Andyet, |
think that alot ofthe corporate initiatives right now are 30-year commitments that are, you
know, would put companies in avery difficult position werethey to[00:22:00] rollback from
those commitments today. So | dothinkthatthat's certainlyhelpful. lalsothinkthat,you
know, generationally, there's alsoalot of structural tailwindto support, you know, climate-

related solutions. Andso | thinknot only doyouhavegovernment-related support today, but



you also havecorporate support andconsumer support. Andldon't seethecorporate
supportorthe consumer supportwaveringin the nextdecade. Andldothinkthatalso,just
to your prior question with regards tothe Biden administration’s legislation today, | don'tthink
that this is the only legislation that we're goingto see. Ithinkwe're goingto see multiple
Build Back Better billsin comingyearsas we're goingtoneedto spend more on adaptation
solutions. We'regoingto needto spend more onefficiencysolutionsin orderto meet these
aggressive objectives for 2030 and beyond. Andso | do think that [00:23:00] thisis justsort
ofafirststepintherightdirection. Andyouknow, we're seeing progress comingout of
Europe withthe GreenDeal,and | expect COP26 will continue to see, you know, more
countriessort of jumping on this bandwagonandwhatmightnotyet be fully appreciatedis
thatthisisn'tthelast ofthe bills, butit's justone of manythatwe'llhavetohavein order tojust
make surethat we're, citizens, are protected from the risks of climatechange.

MYLESMCCORMICK: Sure,sure. Yes,sovery muchkind ofthebeginningas it were,[00:23:30] of
somethingbigger. Justareminderto ouraudience, please dosendin any andall questions
you have. We'rekeentohearfromyouand,yes,ifthere's anythingin particular youwantme
to askthe panelists, please, please dolet us know. |wanttomoveontoaslightly different
topicnow,onethat wetouchedonalittle bit earlier, that Jean mentioned. That's therole of
the next generation of younger people in kind of pushing some of thischange as we move
forward. [00:24:00] There's obviously been agroundswell of youth activism lately,
personified perhapsby Greta Thunbergand her Fridays for Future movement. Andyouth
pressure groups, like Sunrise Movement, playedabigrole in kind of pushing some ofthe
policies thatthe administrationin D.C. isnowtryingtoenact. Givenyou brought upthis
topicalittle bit earlier, Jean, | wonderifl could cometoyoufirst. | mean,how muchofarole
[00:24:30]do younger people play in kindof changing thisdynamic, boththrough activism
and their kind of wider behavior?

JEANCASE: Sure. Wellfirstofall, | think we have tomake it clearthatdependingonyour
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And millennialand Gen Z combined, todayrepresent thelargest workforcein history.

They're saving[00:25:00] more than anyyoung generation before, with one outof four having
over US$100,000 in savings. That obviously mattersas theyturntoinvesting. Andthey're
investingmore andearlierthanany generation. They have been, they, combinedwithwomen
as a demographic, have beenreally central to the ESG movement more broadly. SO I think
sometimeswesstillthinkof someone like in ahoodie whenwe're talking about the young
generation, butthey're outthere, they're growing [00:25:30] economic power in areally big
way. Andinthetimelspendwithcorporate CEOs, whattheyknowis, you know, | mentioned
they'rethe largest workforce, theywantto continue toattract thebestand the brightest.
Andifthey’renot good actorsonmanyofthese ESG-related fronts, they know, you know, that
they're goingto lose the best andthe brightest talentor maybe noteverbe abletoacquire
theminthefirst place. Youknow,wedid alO-year studyabout this generation, to look at
their attitudes [00:26:00] andbeliefsaroundsocialgood. Andit's very,very clear that they
firstemerged as conscious consumers. Now,they're emergingas aconsciousinvestors.
Andit's havingatremendousimpact ontheinvestingworld. We're noteven closetowhere
we need to be,but I thinktheinvestingworldfeels that comingin. Ofcourse, Myles,you
know,there's this longunderstood wealthtransfer that'sgoingtogo to thetwogroups as well,
which willbe tens of trillions of dollars, whichis already underway, [00:26:30] really
representing evenmore economic power from these demographic segments.

MYLES MCCORMICK: Sure,sure. Tensie,lwonder,canlbringyouinonthatsamepoint. |don't
know ifthis is somethingthat's come upin yourresearch, butl mean, to whatextent is this
kind of next generationchanging the narrative a bit?

TENSIE WHELAN: Well, I'll speak to themin terms oftheir role as conscious consumers. Sowe
have been undertaking [00:27:00] research annually with IRI, which collects all of our barcode
dataatretail forconsumer packagedgoods. So thisis Mom-and-PopshopstoAmazon and
Target. Andwelooked at, over five years, we looked at 73,000 different products in 36 of40

consumer packagedgoodscategories. What we foundis that55% percentofthe growthin

11



CPG came from sustainability-marketed products. And that millennials [00:27:30] over-
index, right? Soinotherwords,foryogurt, 70% of allyogurthas some type of sustainable
claimonit. Andso,youknow, millennials may actuallyevenpurchase more than 70%.
What's interesting as well is even whenyou have thatkind of saturationof 70% yogurt, the
conventional yogurtis at -10% growth and the sustainable is at +10% growth. So even when
you think, well, at 70%, right, how much more growthcould there be, wellthereis! So | think,
you know, as we see millennials begin tohave morespending power, and theyalreadydo, as
Jean pointed out, we're goingto see more andmore shift. And Generation Zis right behind
themwith thiskindoffocus. Theotherthingthat|just wantedto addonthe consumer
research sideis thatlast year,in 2020, for the first time we saw the emergence of carbon-
labeled products, US$1.3 billionworth of carbon-labelled products, there. Andthen,you
know, finally | would sayon the, youknow, | teach[00:28:30] youknow, Generation Z and
millennials andl thinkthattheyare prettyaware of the challenges that our generationis
leavingthem and notterribly happy about it, like, “OK boomer,” sortofthing, but also
recognizethattheyneedto,theyneedto bringthatintotheirwork,andwantto,right? They
want to play aproactiverolein tacklingthese issues.

MYLES MCCORMICK: Okay,okay. [00:29:00]And|supposethat’'s kindofa perfect pivotacrossto
you, then, Erika,| mean intermsof playingaproactiverolein tacklingissues. | mean,in
terms of where younger people put theirmoneyor howthey invest, whatsortofadifferenceis
there? | meanaretheyalot moreconscious offactorslike ESGand climate?

ERIKA MURPHY: Yeah, I mean, | would certainly agree withwhat Jean and Tensie have already
shared. They'redefinitely more expertin the demographicresearch. [00:29:30]Butldo
think that froman investment perspective, we expectthose types of consumersto particularly
gravitatetowardthe energy efficiency and mitigation solutions that willincreasingly grow over
time. Andsoasweseesmarthomesolutions,youknow, growingin popularity, | think that is
a demographic that will certainlybe supportingthat. Andthento Jean'searlier point as well,
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and you know, these, thisgeneration oftentimesis at the helm ofthesebusinessideas. And
s0,you knowit's great to see that their beliefs are actually translatinginto solutions,andwe're
startingto see some ofthose growintoscalemore. Sol thinktheycan be partofthe solution
and | also think that they will helpaccelerate thedemand.

MYLES MCCORMICK: Alright. Okay, brilliant.

JEANCASE: Yeah,Myles, alittledata--

MYLES MCCORMICK: Please.

JEANCASE: --toaddtothisconversation,[00:30:30]95% of Next Gen have saidthey'reinterested
in socially consciousinvesting. Andwe're seeingthis playoutinvery different ways. 57%
ofthemhave soldastock whenthey think the company isn'tagoodactor. Infact,this has
been, like,such an area of passionfor me and aroundour businessesthatwe'veintroduceda
new newsletter specifically targeting Next Gen because one thing they're really honestaboutis
yes,they'reinearly,yes, they'retryingthings, yes, they have theseareas of ESG[00:31:00]
thatthey'rereally passionateabout. Butthey'realso very quickto say they don'thavethe
confidencetheydesireand they don'thave the knowledgetheythink they need. So part of
thereason weintroducedthe newnewsletter, For What It's Worth, whichcomes out, you
know, every Thursday, it's afive minute, jargon-freeread, is to really kindof bringdownthe
barriers of understanding the opportunitiesfor newand younginvestors. Andyou know, |
thinkit,I'mhopingit’'s acall,and | knowthat my two other colleagues onthis panel feel this
way as well, | thinkit's acallwe all[00:31:30] wantto kindofheed. Becauselthinkthereis
an opportunityto use their economic power and asthey become leaders, to really educate
them early and build up their knowledge and confidence factor as theygo intothe market.

MYLES MCCORMICK: Absolutely. Absolutely. And|certainly echo that sentiment. Alright,
anothertopic | wanttomove onto,and before | do, as | say,any andall questions, please do
keep them comingin, eitherrelated tothe topicswe're on,[00:32:00] or ifthere's something
elseyou would like us tochatabouttowardstheend ofthe conversation, please formyour

questionsand we willdoour bestto address them. Okay anothertopic|wantedto touchona

13



little bit was the engagementversusdivestment base. And|suppose fromtheyouth
perspective, there'softenamongyouth activists, kindofa pushtowards the latter, towards
divestment. [00:32:30]Butthere’'sobviouslyquite anuanceddiscussionin thespace
aroundthis. Erika,maybelcould startwithyou. What's your perspectiveintermsofhow
the debateis beingcarriedout,and the kindof case to either stay in thereand engage with
companiesthat are “greening,” or pushthemto green, orto get outof more [00:33:00]
problematicsectorslike fossilfuels.

ERIKA MURPHY: Thanks,Myles. Thisisanuancedtopic,|agreewiththat,andsolguessthe a
few things to justbe wary of ifadivestment strategyis actually being pursued is oftentimes,
divestment strategies are based off ofhow acompany is operating at apoint in time, andnot
always fully informed onhow the company mighthave expressed intentions to[00:33:30]
transformitsbusiness model going forward. And sol thinkin any case, divestment shouldbe
considered tobe potentially like alast resort, after duediligence-inga company andits profile
and understandingits forward-lookingintentions. Andsonottosaythatitdoesnthavea
role, but divestment certainly, it can be an effective wayto decarbonizeaportfolioand yet
[00:34:00]itdoesn’t guaranteethat any companythatwouldbe divested would stopemitting
afteritwas sold fromaportfolio. Andsobyretainingaseatatthetable as astakeholder,and
maintaining some positionin companies, despite having a higher emissions profile, youknow,
stakeholdershave the opportunity to thenbe an influencer and articulate how important it
would be for companiesto start totransitiontheir businesses away fromhigher fossil fuel
sources ofenergy andintosomething that is [00:34:30] more sustainable and
environmentallyfriendly. Thatbeingsaid,there's alsosome nuancesassociated withcertain
types ofenergy and fossil fuel producersthatare oftentimes divestedor excluded. So
natural gas can sometimesbeincluded in broadfossil fuel exclusionsand that canbe atricky
one,inthat natural gas has actually playedavery importantrole in the [00:35:00]US and
Chinanow increasingly so, moving away fromcoal and oilandbecoming sort of a, or adopting

a lower greenhouse gas emissionsfootprint. Andthat waslargely attributable to natural gas.
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Andsoitisthoughtto have apowerfulroleto playin thetransition. Thereare still plenty of
problems associated with natural gas, including leakage in the pipelinesand great news out of
COP26, more countriesare nowfocused[00:35:30] ontrying to mitigate the negative effects
fromthat pipeline leakage, and yet, youknow, | thinkexcluding it entirely could potentially
damage certain communitiesandthe social aspects, without retraining and thinking through
thejusttransitiondimensions. Andoilsandsis another example. Ourresearchis now
showingthatthere are some companies operating in certaincountrieswhoare tryingto be
more forward thinking andexplore newresearch projectsassociated with[00:36:00] carbon
captureandstorage. Andso whatmightlook like on the surface avery offensive company,
as labeled as an oil sands company, actually mightbe planting seeds to position themselves as
averyimportantplayerin thefuture of our energy transition through certaintechnologies.
And so again, notto say that the divestment strategies shouldn’t be implemented, | would just
caution folksnot touse divestment in a black andwhite way, andreally think aboutusing
engagement [00:36:30]first, to understand the forward-looking intentions andthe future
opportunitythateach company mighthave withregardsto how they couldplay arolein the
transition.

MYLESMCCORMICK: Mm-hmm. Okay. Okay. Wellbringinourotherpanelists. AndTensie,
maybe turningto you onthis question, the engagementversusdivestmentdebate. Do you
think divestmentcan be ausefultoolin terms of cuttingemissions, in terms of transition, oris
italittlebitofablunt[00:37:00] instrument? |s maintainingaseat at the table preferable?

TENSIE WHELAN: | agree with Erikathat you need both. Oneofthenegativesthatwe've seen
with engagement is thatengagement needsto bereally rigorous. Andsothere's alot of
skepticismbecause some ofthe engagement hasnotbeenthatrigorous, has not resultedin
change atthoseoilandgas companies, right? Youlook at Exxon,youknow,ittookaboard
takeoverforthemto beginto payattentionto theseissues. Onthe other hand, onthe plus side
with engagement, forexample, I'm concerned abouttheideaswe're hearingaround dividing

up acompany uplike Shelland havingthe cleanassetsandthe dirtyassets, and thedirty
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assets go get boughtby P,and nowthatnobody can influence them anymoreor they get
bought by acompanyfrom another jurisdiction, that doesn't haveas muchpressureonitin
terms of ESG. Sol dothinkthat[00:38:00]wecan't, inmany cases,wecan'twalk away.
Weneedtostayengaged. Butthatengagement needstohaveteeth. Itneedstobe
rigorous. Itneedstoshowprogress,right? Andthat's been, | think, afatal flaw in some ofthe
engagementinthepastand why there’'s somuchskepticismaboutittoday. Andthen|think
onthedivestmentside, one of the useful things about someinstitutions continuingto divest is
it shootsup the cost of capitaland makesthisreal for these[00:38:30] companies, that they
recognize theyactually havetocometo thetable andengage because ifthey don't, the
consequences are negative, or pretty, oryouknow, very negative. Sol do think we needto
keep up somedivestmentactivity as welltomake sure that peopleunderstandthere’sabig
clubthere.

MYLESMCCORMICK: Yes. Okay. Jean,maybeifl cometoyouonthis. It,doyouhaveany
particulartakeonthis? Would you agree withthe other paneliststhatthere needsto be
somekind of balance between the two or wouldyou[00:39:00] err more towardsone or the
other?

JEANCASE: Ithinkbothaddedalottotheconversationinthe sensethatit probably needsto beall
oftheabove,as was articulated. |will sayacouplethings. OnourworkonNext Gen,you
know, as they emergedas conscious consumers, what was very different about their
generation than those that came before themwasthey were intowhat we call “buycotting,”
not boycotting, you know, whereas generationsthatcame before them, and boycotting, of
course,would be analogousto divestiture. Andlthinkas investors, we're seeing something
similar, whichis they'rereally more about, youknow, being allin on thingsthatthey actually
wantversustoo focusedon thingsthat they haveto cutout. Now ofcourse,it’'s gotto be
both as theyplan their portfoliosbutl'm justsayingthe nature of the generationis muchmore
aboutwhatwewant. Theotherthingldid wanttopointoutis,you know, [00:40:00]a point

Tensietouchedon,youknow,thereisn'talot ofattentionpaidto the growth in private equity
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overthelast coupleofdecades. Andyou know, publicmarkets werecreatedforareasonand
we saw that happenwith Exxon,and we're seeingit every day, just, youknow, thisweek with
the Microsoftvote around transparency around the, you know, sexual harassment claims, et
cetera. Soyouknow,lthinkit's really important that we dohavestakeholders, as Erika
[00:40:30] pointed out, shareholders. Andit's thereasonl made the pointearlierabout, you
know, | do think there's activism, | just don't think it necessarily will go sofar as to actually be
divestiturein many cases. Butno doubtabout it, thisgenerationseesusing their economic
power as aform ofactivismunlike other generationsbefore themhave.

MYLESMCCORMICK: Okay. Okay. We'vegotjustunderfive minutesleftand we do[00:41:00]
have afew questionscomingin from our audience that!'d like to putto someofthe panelists.
Oneaudience member writes in in relationto thetopic we were just discussing there, the
engagement versus divestmentdebate. | might putthisto you, Erika, so the audience
members asks, theysay, “Financeis touted versus divestment because of corporateconflicts.
Giventhelack of accountability of engagement strategies, why shouldn'tinvestors pursue
divestments, [00:41:30] maybe of passivefunds and activist engagement forimpact?”

ERIKA MURPHY: Thank you forthat question. So I thinkinterms of,gosh, | wouldjust
encourage folksto notthink ofitin ablackand whiteway. Ultimately, as asset managers,
we'refiduciaries on behalfofourclients. Andsowhatwe'retryingto gettois the bestrisk-
adjusted returnforour clients, and oftentimes engagementcan be agreat way to try to
[00:42:00] better understandtherisksand future opportunities of acompany, accounting for
a variety of different, ofinfluences onthat company. And so,youknow,there are certainly
escalationstrategies that we try toincorporate over time, so, you know, engaging with
companiesonthetopicoftransitionrisk, ifthey don't have a well thought out andcredible
transitionrisk, that's animmediate flag. [00:42:30]Ifthey are,you know, andifthey are
choosingnottoengage withus,it'salsoaflag. So ourescalationpolicy typically is first
engaging with company management, reaching outto board directors, independent lead

director, potentially participating in shareholder resolutions, voting, and then potentially

17



divesting. Now that process canbe multiyearin nature,actually. Andthroughthat process,

as fundamentalinvestors, we tend to[00:43:00] learn alot aboutcompany management, the

quality of company management, the credibility of their assessments, of their capital

allocation decisions and their public commitments. Andso all ofthose insights are gleaned

through this engagementprocess andit helpsreinforce our fundamental view and ultimately

helps us get abetterassessment ofthatriskandreturn. Andso goingthroughthat process
is really important, as afiduciary, to makesure that we dounderstandthe whole mosaicofrisk and
return. Again,it's notto say thatwewouldn'tdivest [00:43:30] because we thinkthatthereis poor
transitionrisk management there andthere are sort of more harmful ESG dynamics toa company, but
we wouldn't necessarily put ablanket divestmentstrategy ontopofit becauseit, because thereare
companiesthat we have foundto be responsive to our engagement andto actuallybe tryingto plant
seeds to transform their business models going forward. And there are some companieswhohave
been executingwellonthatthus far. Andso,youknow,ifthedatadoesn't fullytellthe story,

[00:44:00] oftentimesthe conversations thatyoucan have, youknow, company management team to

investor,can be very productiveand receptive. That'ssomething that, youknow, doesn't always

happen butwetendto seethathappeningmore often thannot.

MYLESMCCORMICK: Sure. Sure. Weare unfortunatelyrunningoutoftime. Butlthinkthisis
kind ofan interesting pointto tiethingsup on. So thank[00:44:30]you. Thankyouvery
much to our panelists, to Tensie, toErika,and to Jean,and to all of you, our audience, for
joiningustoday. Nextup, my colleague SimonMundywill be talkingimpactinvesting with
formertennis pro Andre Agassiand Bobby Turnerof Turner Impact Capital, so don't missthat

one. Thankyouallagain very much forjoiningus, take care,and hope to see youall soon.
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