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What’s the point of
ESG?

"Yes, the planet got destroyed. But for
a beautiful moment in time we created
a lot of value for shareholders.”

Image Source: https://tinyurl.com/y9gxohpw



https://tinyurl.com/y9gxohpw

“We would need 1.6
Planet Earths to
maintain our current
our current living
standards”

Sir Partha Dasgupta
Dasgupta Review on the Economics of Biodiversity,
Feb 2021

FOR ALL OUR FUTURES

Andrew Mitchell

Founder - Equilibrium Futures



Our economy and its resource use is
driving earth systems perilously close to
many “Planetary Boundaries” which
could trigger systemic upheavals

Climate change

Global resource use and economic
direction today is largely driven by
the Private Sectorand its century-old
“Corporation 1920”business model

U.S. Gross Value Added

B Government
B Households
® Nonprofit institutions serving households

Private business

2010 data. Source: U.S. Bureau of Economic Analysis
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WEF estimates that $44

Tn of economic value
generation, more than
50% of global GDP, is
moderately or highly
dependent on nature.

New Nature Economy Report, 19t January, 2020

Figura 03 - Percentage of diract and supply chain GWA with high, medium and low nature-dapandancy,
by industry
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S AML & Scale of ENV Crime N

EUROPOL - UNEP
REFINITIVE - WWF

$90-260 Bn

In 2016 took into account
illegal logging, fishing, and
mining.

$15-23 Bn

Refinitive's 2019 report drew on a WWF
fund study of the value of wildlife

1 _70
trafficking only. Growing at 5-7% annually

4t |argest illegal trade behind drugs.

27/05/2021 2020 Equilibrium Futures Ltd. All rights reserved. 7



ESG Related Risk

* TCFD

* Gender

* EU Taxonomy
* Diversity

* Biodiversity
* TNFD

* SFDR (10Mar)

Sustainable Finance
Disclosure Regulation

e (Classification of
funds and
mandates

e EU Sustainable
Finance Action Plan
and Taxonomy



ESG Bond Markets on the Rise

Exhibit 7: Social, Sustainability and Green Bond Issuances 2015-2020 (USD)
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USD equivalent to Bond Issuance in USD (Billions)

FY2015 FY2016 FY2017 FY2018 FY2019 FY2020*
@ Greenbonds Sustainability bonds @ Social bonds @ Social

Social bonds aim to finance projects or operations with social benefits, as green bonds aim to finance
environmentally beneficial projects. Sustainability bonds incorporate both social and environmental
elements. Data as of Oct. 15, 2020. Source: Climate Bonds Initiative, MSCI ESG Research.
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% Social Bonds in Total Bond Issuance



Trustees - Next Gen Has Different Priorities

59 TRILLION &
betvveen 2007 & 2061

$36T

Bequests
to heirs
Federal
estate
$27T taxes

Beqguests
to charity

(includes lifetime giving)

$5.6

Wealth ;
3N\anagement.com SOURCE: BOSTON COLLEGE CENTER ON WEALTH AND PHILANTHROPY
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Reform of Fossil Fuels > Food Industry is Next

Exhibit 4: Soy Producers and Users: Revenue Dependency and Progress Toward
Zero Deforestation

% Zero Zero
soy volume certified deforestation deforestation Soy processed or traded
as sustainable policy target year
Bunge  11.5 © 2025 vi: B T
Archer Daniels L =>4 "
Ry 8D © 2019 . . B 3.8%
Cargill 03 © 2030 0.3%
Louis Dreyfus
Company 19 0 na 1.9%
COFCO 0.0 © na
Amaggi  19.6 ° na | 96&
0 2 4 6 8 10 12 14 16 18

Tons of soy (in millions)
Soy volume non-certified L] Soy volume sustainably certified



Taskforce on Nature-related Financial
Disclosure

e Launch 10t June 2021

* Disclosure and Reporting
-ramework for water,

andscapes, forests oceans.
* Widening the ‘E’ of ESG

* Climate mandatory in UK,
France > EU and others

* EU Taxonomy will spread
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What should Trustees be aware of?

Lack of mandatory reporting,
New UK and EU Regulation

SDG or ESG screening

policies and commitments. 6 Most corporate supply
Increasing defaults and new chains have failed to meet
opportunities linked to ESG climate and zero

Less than 1% of finance has deforestation commitments

by 2020.

c e S will drive sustainable lending

2 sustainability criteria 4
. roducts to emerge.

attached on environmental P 9

degradation.

POLICIES INVESTORS m COMPANIES

Few have environmental 5 stronger as corporate licence 4

ILLEGALITY

Business case is getting

crime methodologies or to operate comes under
FATF Environmental

3 limate risk crime requirements
on climate risk. growing

screening in place. Focus is scrutiny

27/05/2021 2020 Equilibrium Futures Ltd. All rights reserved. 14



What Family Office
Principles should be
thinking of

- Explore your investment philosophy;

- Set strategic direction;

- Understand risks and impacts;

. Capture new opportunities;

- Communicate to internal and external
stakeholders;

- Measure progress & don't get left behind!




Help is needed to Navigate a way through
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by
Jersey Finance

Delivering Insight = Driving Innovation

Sustainable Finance
Vision and Pathway
for Jersey to 2030

A Jurisdictional Case
Study
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— Jersey Finance
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Key elements of the Pathway for Jersey

Collaborate
Jersey

Deliver awareness, education &
training
becomes a

Encourage product innovation and leader in
quality sustainable

finance by
2030

Communicate action and impact
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Jersey Sustainable Finance: Jersey Finance

2030 Vision and Pathway

 Commissioned July 2020

* Delivered to JFL in December 2020

« “"Save Haven to Green Haven” Report & Tech Annex
« Two faclilitated Leadership Team workshops

* 30 Interviews with Industry Leaders and other
stakeholders

* Extensive expert research
« Launched — 5" March 2021
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To ride the Boom and

avoid the Bust you need...

ESG Metrics

A Pathway

e
Jersey Finance

Delivering Insight = Driving Innovation

A Jersey for Good

27/05/2021

2020 Equilibrium Futures Ltd. All rights reserved.
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andrew@equilibriumfutures.com

www.equilibriumfutures.com

ZQUILIBRIUM FUTURES



mailto:andrew@equilibriumfutures.com
http://www.equilibriumfuture.com/

TEAM

TEAM

The Business of ESG

May 2021
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Environmental. Social. Governance.

1. What are the Regulations ?
2. What is ESG Data and how is it used ?
3. What impact are ESG considerations having on markets, and investment decisions ?

4. What can we expect (and what will be expected of us) in the future ?
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Official Journal of the European Union — Released 09-12-19

(8) As the Union is increasingly faced with the catastrophic and unpredictable consequences of climate
change, resource depletion and other sustainability-related issues, urgent action is needed to mobilise
capital not only through public policies but also by the financial services sector. Therefore, financial
market participants and financial advisers should be required to disclose specific information regarding
their approaches to the integration of sustainability risks and the consideration of adverse
sustainability impacts.
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(Legislative acts)

REGULATIONS

REGULATION (EU) 2019/2088 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 27 November 2019
on sustainability-related disclosures in the financial services sector

(Text with EEA relevance)

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on the Functioning of the European Union, and in particular Article 114 thereof,
Having regard to the proposal from the European Commission,

After transmission of the draft legislative act to the national parliaments,

Having regard to the opinion of the European Economic and Social Committee (),

Acting in accordance with the ordinary legislative procedure (%),

Whereas:
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Article 20
Entry into force and application

1. This Regulation shall enter into force on the twentieth day following that of its publication in the Official Journal of the
European Union.

3. By way of derogation from paragraph 2 of this Article, Article 4(6) and (7), Article 8(3), Article 9(5), Article 10(2),
Article 11(4), and Article 13(2) shall apply from 29 December 2019 and Article 11(1) to (3) shall apply from 1 January
2022.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Strasbourg, 27 November 2019.

For the European Parliament For the Council
The President The President
D. M. SASSOLI T. TUPPURAINEN
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ESG ‘Data’

Environmental Attributes — Waste Disposal practices, Sustainability of Resources, Energy Sources
Greenhouse Gases — CO2 / Methane production

Carbon Reserves — Coal, Oil , Gas production and exploitation

Water Stress — Use and pollution of water sources

Renewable Energy — Production, Usage
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ESG ‘Data’

Environmental Attributes — Waste Disposal practices, Sustainability of Resources, Energy Sources

Greenhouse Gases — CO2 / Methane production

Carbon Reserves — Coal, Oil , Gas production and exploitation

Water Stress — Use and pollution of water sources

Renewable Energy — Production, Usage
Social Attributes — Use of Human Capital, Labour Standards, Privacy, Data Security, Stakeholder Engagement

Gender Considerations — Balance of Employees / Board Representation

Diversity — Racial and Socio-Economic Diversity
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ESG ‘Data’

Environmental Attributes — Waste Disposal practices, Sustainability of Resources, Energy Sources

Greenhouse Gases — CO2 / Methane production

Carbon Reserves — Coal, Oil , Gas production and exploitation

Water Stress — Use and pollution of water sources

Renewable Energy — Production, Usage

Social Attributes — Use of Human Capital, Labour Standards, Privacy, Data Security, Stakeholder Engagement

Gender Considerations — Balance of Employees / Board Representation

Diversity — Racial and Socio-Economic Diversity
Governance Attributes — Board Size / Director Age / Director Attendance

Management Structure — Board Gender / Racial Composition,

Compensation Policy — Executive Pay versus Average Employee Pay, Gender / Race Pay Disparity




TEAM ESG Numbers
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The ESG Ratings Landscape -Today

Data Gatherers

MSCI ¢ Y <€ Annual Reports
.!a. <€ Company Websites
REFINITIV [ <
<2 Direct Questionnaires

HUB"

Sustainalytics

€ News, Social Media
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The ESG Ratings Landscape -Today

Data Gatherers Data Renters

Company Data

MSCI & > Ccssp

REFINITIV' [ <

CSRHUB’

l\) Sustainalytics
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The ESG Ratings Landscape -Today

Data Gatherers Data Renters

7 Company Data G=
MSCI & > Ucssp
A
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The ESG Ratings Landscape -Today

Data Gatherers Data Renters

mscli: —=5 Ccessp
IR ?
REFINITIV' [ <

HUB"

Sustainalytics

Fund Managers
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The ESG Ratings Landscape -Today

Data Gatherers Data Renters

T Company Data G
MSCI & > CSSP
JR Portfolio DataT

REFINITIV [<
HUB" 1

Sustainalytics
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The ESG Ratings Landscape -Today

Data Gatherers Data Renters

Company Data

MSCI & = Ocssp —

ideal Portfolio DataT

REFINITIV [ < Fund Holdings
HUB" 1
<

Sustainalytics
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l. Snapshot Summary

a. Quick Facts

Portfolio ESG Rating Distribution

I Ann B An A B EEE
Elce Ble Bl ccc [ Not Rated

COO9PP

yourSRI

Diamonds

Benchmark ESG Rating Distribution

Bl Ann B AA A B EEE
Elce Ble Bl ccc [ Not Rated

Portfolio Score 7.9
Portfolio Rating AA
Uni'led_Global Compact xX 0.0%
Compliance Failed
Business Involvement xX 5.3%
Exposure Failed

|»* Banchmark Equity - MSCI World Index

= Pesrgroup Lipper Global Equity Global [n=3736)

Lbl  Classification  GICS

M coverage 94.3%

@® Ext Coverage no

@ Holdings Date  Jan 28, 2021

ESG Report
The ESG Quality Score measures the ability of
underlying holdings to manage key medium to
long term risks and opportunities arsing from
environmental, social, and governance factors.

The portfolic receives a score of 7.9 cut of 10,
and has 58.8% exposure to ESG leaders and
D0.5% exposure to ESG laggards. It ranks in the
03th percentile within the Lipper Global Equity
Global peer group and in the 82th percentile
within the global universe of all funds in
coverage.

Created on:
Jan 29, 2021

Holdings as of: Portfiolio:
Jam 28, 2021 1013.104-00

KEOX Funds - ESG Bonds

Page 2




TEAM

The ESG Ratings Landscape -Today

Data Gatherers Data Renters

. Company Data G <€
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Official Journal of the European Union — Released 09-12-19

(8) As the Union is increasingly faced with the catastrophic and unpredictable consequences of climate
change, resource depletion and other sustainability-related issues, urgent action is needed to mobilise
capital not only through public policies but also by the financial services sector. Therefore, financial
market participants and financial advisers should be required to disclose specific information regarding
their approaches to the integration of sustainability risks and the consideration of adverse
sustainability impacts.
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The ESG Ratings Landscape -Today

Data Gatherers Data Renters

Company Data

MSCI & = Ocssp —
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3 Major Methods of Engagement

1. Exclusion — Avoiding The Bad

Tobacco, Alcohol, Weapons, Gambling
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3 Major Methods of Engagement

1. Exclusion — Avoiding the Bad

Tobacco, Alcohol, Weapons, Gambling

2. Integration — Adding the Good

Environmental services, Climate Change, Consumer rights, Health and Safety, Executive
pay, shareholder rights.
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3 Major Methods of Engagement

1. Exclusion — Avoiding the Bad

Tobacco, Alcohol, Weapons, Gambling

2. Integration— Adding the Good

Environmental services, Climate Change, Consumer rights, Health and Safety, Executive pay,
shareholder rights.

3. Impact — Picking the Bad (Big) companies who are getting Better Faster
Energy, Chemicals, Industrials, Autos
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How the Bond Market Works

Rate of Interest the Issuer of a bond pays to borrow will depend upon :

1) Creditworthiness of Borrower (AAA, AA, A, BBB, CCC etc)

2) Length Of Time until the bond is repaid
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How the Bond Market Works

Company Debt Rating

5%

4%

—p 3%

2%
1%

1 Year

5 Years 10 Years

Length Of Borrowing

Interest Rate On Debt
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How the Bond Market Works

Company Debt Rating

>
BB

>
BBB | we
A |5 ==
AA
AAA _—

1 Year 5 Years 10 Years

Length Of Borrowing

5%

4%

3%

2%
1%

Interest Rate On Debt
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BBG / Barclays Euro
Corp. Bond Index

Number of bonds 3,077

Market Capitalisation EUR 2.5 Trillion

- Defence, Alcohol, Chemicals, Tobacco, Oil & Gas, Mining, Nuclear, (Some) Banks
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BBG / Barclays Euro
SRI Corp. Bond Index

Number of bonds 3,077 2,147
Market Capitalisation EUR 2.5 Trillion EUR 1.7 Trillion

- Industrials, Transportation, Construction, Chemicals, (Some) Banks
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Bloomberg Barclays Euro Corporate Socially Responsible Index

52.2%

23.2%

24.6%

B Advertising / Media
B Agriculture
m Apparel
B Consumer Goods & Services
B Food and N/A Drink
Manufacturing
Medical
Technology
Telecoms
B Cars and Trucks
B Chemicals
® Construction
M Industrial
Oil & Gas
Utilities / Power
Transport
W Banks / Building Socs
B Property

Insurance / Finance
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BBG / Barclays Euro
Corp. Bond Index

Number of bonds 3,077 2,147 379

Market Capitalisation EUR 2.5 Trillion EUR 1.7 Trillion EUR 0.4 Trillion

Utilities, Government Agencies, Telecoms, Rail, Renewable Energy, Transportation
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Bloomberg Barclays Euro Corporate Green Bond Index
5.9%

B Automobiles

B Chemicals

B Packaging

M Electricals

B Industrial

B Manufacturing
Food / bevs
Retail
Travel

W Banks

B Comm. Finance

B Commes. Equip.

W Cons. Finance

B Fina Services

B Gov Agencies

W Gov. Banks

B Local Gov

Ml Reg. Gov

B Real Estate
Insurance
Wireless Tel.
Transport

| Utils

B Power Gen.

B Rail

H Renewable Eng.

61.3%

32.8%
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Green Bond Index Vs Broad Market Since Dec 2017

—Green Bond Index =—=Broad Index
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How is ESG impacting Bond Prices ?

Glencore 1.75% 2025

Rating Baal (BBB+)
Duration 3.8

Rank Senior Unsecured
Sector Metals and Mining

Sustainalytics 64

YTM 0.37%
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How is ESG impacting Bond Prices ?

Glencore 1.75% 2025 Anglo American 1.625% 2025

Rating Baal (BBB+) Rating Baa3 (BBB-)
Duration 3.8 Duration 4.0

Rank Senior Unsecured Rank Senior Unsecured
Sector Metals and Mining Sector Metals and Mining

Sustainalytics 64 Sustainalytics 90

YTM 0.37% YTM 0.15%
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How is ESG impacting Bond Prices ?

Glencore 1.75% 2025 Anglo American 1.625% 2025 Naturgy 0.875% 2025

Rating Baal (BBB+) Rating Baa3 (BBB-) Rating Baa2 (BBB)
Duration 3.8 Duration 4.0 Duration 4.86

Rank Senior Unsecured Rank Senior Unsecured Rank Senior Unsecured
Sector Metals and Mining Sector Metals and Mining Sector Natural Gas

Sustainalytics 64 Sustainalytics 90 Sustainalytics 98.2

YTM 0.37% YTM 0.15% YTM -0.05%
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European ‘ESG Focussed’ Bond Funds (End 2020)

Broad ‘ESG’ 35 Funds
‘Sustainable’ 15 Funds
‘Responsible’ 8 Funds
‘Ethical’ 6 Funds

EUR 12.1 Billion
EUR 8.1 Billion

EUR 0.9 Billion

EUR 0.6 Billion

Total 64 Funds

EUR 21.7 Billion

Source — MPI / Morningstar Data Dec 2020






TEAM What influence will ESG have on the Bond Markets in the future ?

Euro Corporate Bond Market (E 2.6 Trillion)
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Euro Corporate Bond Market (E 2.6 Trillion)

Euro Corporate SRI Bond Market (E 1.8 Trillion)




TEAM What influence will ESG have on the Bond Markets in the future ?

Euro Corporate Bond Market (E 2.6 Trillion)

Euro Corporate SRI Bond Market (E 1.8 Trillion)

Euro Green Bond Market (E 233 Billion)



TEAM What influence will ESG have on the Bond Markets in the future ?

Euro Corporate Bond Market (E 2.6 Trillion)

Euro Corporate SRI Bond Market (E 1.8 Trillion)

Euro Green Bond Market (E 370 Billion)
Euro Corporate ESG Fund Market (E 21.7 Billion)




TEAM What influence will ESG have on the Bond Markets in the future ?

2nd September 2020 — A Significant Date




TEAM What influence will ESG have on the Bond Markets in the future ?

2nd September 2020

First Ever Federal Republic of Germany Green Bond Issue

Issue Price 104.71
Interest Rate 0%
Maturity 15/08/2030



TEAM What influence will ESG have on the Bond Markets in the future ?

2nd September 2020

Federal Republic of Germany Green Bond Issue

Issue Price 104.71

Interest Rate 0%

Maturity 15/08/2030

Issue Yield To Maturity -0.47% (0.1% below comparable conventional Bund)
Issue Size EUR 6.5 Billion



TEAM What influence will ESG have on the Bond Markets in the future ?

2nd September 2020

Federal Republic of Germany Green Bond Issue

Issue Price 104.71

Interest Rate 0%

Maturity 15/08/2030

Issue Yield To Maturity -0.47% (0.1% below Comparable non-Green Bund)
Issue Size EUR 6.5 Billion

Primary Market Demand - EUR 33 Billion




TEAM What influence will ESG have on the Bond Markets in the future ?

Issuer Differentiation

ESG ratings already having an increasing impact on Yield
Lower Rated ESG companies already paying higher yields to borrow
Future choice is improve ESG rating, or accept higher financing costs

Ultimately, for non compliant, eventual exclusion from Capital Markets
(Which is the EU’s ultimate aim !)
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What influence will ESG have on Bond Markets in the future ?

Company Debt Rating

<—— Bad ESG Rating Borrowing Cost

<— Good ESG Rating Borrowing Cost

BB

BBB

AA
AAA

1 Year 5 Years 10 Years

Length Of Borrowing
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Why will ESG matter to Step Members

Fund Administration

Additional Regulatory Burden / Cost
Reporting Requirements (Incl. ‘Greenwash’)
Client Expectations

New Fund Investment Strategies

Flow of Future Government Provided Liquidity
Driver of Fund Performance

However — New Market Opportunities / Competitive Advantages
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Why will ESG matter to Step Members

Private Clients

Additional Regulatory Burden / Cost
Expectations of New Generations of Wealth owners
Drivers of Investment Portfolio Performance

Driver of Investment Manager Selection



TEAM

Why will ESG matter to Step Members

Corporate Services

Additional Regulatory Burden / Cost
Director Responsibilities

Selection of Service Providers
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ADVISING FAMILIES ACROSS GENERATIONS
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