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is evidence
that investing
responsibly and
integrating ESG
factors is additive
to returns.
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A few years ago, the world of sustainable
investment exploded; | couldn’t open

a newspaper without seeing an article
referencing the importance of ESG
(Environmental, Social and Governance) and
every fund manager’s presentation suddenly
included slides on how they consider ESG
factors in their investment decisions.

Roll forward to today and the narrative looks
quite different. Suddenly the media coverage
surrounding responsible investment has
taken an unfavourable stance (a quick search
for ESG news and the first headline | come
across is 'ESG exodus') and ‘ESG funds' have
experienced outflows in the billions over the
past two years.

So, what has caused this shift in sentiment in
a relatively short space of time?
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Perhaps the stellar performance of the
(traditional) energy sector in 2022 was
enough to convince investors that oil trumps
renewable energy. Perhaps the anti-ESG
regulation in the United States is scaring
investors. Perhaps investors are feeling
overwhelmed by the amount of information
out there and the ever-increasing reporting
burden. It's difficult to know, but one thing

is certain: the issues that responsible
investment seeks to solve are certainly still
prominent - it's hard to ignore climate change
when you're sunbathing in the UK in early
October!

Putting morality and ‘feel good' aspects
aside, responsible investment can be alpha
generative. A strong investment process
considers the full spectrum of strengths
and the potential risks of an investment,

and ESG factor analysis is simply another
lens through which one can analyse an
investment. For example, an ESG-integrated
process will identify that a company is not
disposing of waste efficiently (environmental
risk that could lead to reputational damage)
or has a strong culture that leads to happier
employees (social opportunity).

Companies are increasingly redirecting
capital expenditure (CapEx) into pro-ESG
areas like renewable energy, electric vehicles
(EV), employee mental health etc. Taking
the example of EV's, it is expected that
automakers will spend around $1.2 trillion
through to 2030 switching their product lines
towards EVs®. Taking a backwards looking
example, in 2022, global investment in the
low-carbon energy transition equalled $1.1
trillion® - a significant amount of capital

in a single year. In turn, companies that

have successfully reduced emissions faster
than peers over the last five years have
outperformed those in the worst quintile of
emissions management by ¢.3% per annum?,
demonstrating that this CapEx spending is
additive to returns. When selecting the long-
term winners, it's difficult to ignore these
trends.

‘Long term’ is a phrase that is misrepresented
a lot in the investment world. There is no
hard definition for the phrase and every fund
manager I've met has told me that they are

a 'long-term investor’. Responsible investing
is genuinely a long-term game because it's
going to take years for many of these themes
to play out, such as the renewable energy
transition or addressing the male-to-female
ratio on Boards. It is likely that there will be
some short-term volatility and the gains will
not be linear, but over the longer term these
themes will likely be beneficial.

The recent rise in the oil price saw some
investors dampening their focus on
environmental factors and increasing the
carbon footprint of their portfolios in order

to chase short term performance. Now it's
worth noting that as a firm, Momentum is not
opposed to owning carbon-intense portfolios
but it's important that fund managers stick to
their convictions, consistently follow a robust
process, and our preference is that firms are
engaging with companies to improve.

The final point that | will make to demonstrate
why responsible investment is additive to
returns is regulation. Yes, there are 'red states’
in the United States (US) that are pushing
anti-ESG policies, and the UK has backtracked
on various green policies recently, but there

is global regulation coming and even in the
US we are seeing pro-ESG policies such as the
SEC's sustainable disclosure regulation, rolled
out in 2022. More broadly we are seeing an
increasing number of guidelines, regulation
and best practice initiatives being introduced
in the UK, Europe, Asia and even in some
Emerging Markets. When these policies

are brought in, investors will want to own
companies on the ‘right’ side of this change
because there is a risk in holding those that
have to spend huge amounts in a short time
period in order to catch up.

Allin all, investors do not have to give up
returns in order to invest responsibly and

in fact there is evidence that investing
responsibly and integrating ESG factors

is additive to returns. However, not all
responsible investment strategies are created
equal and alongside many other factors, one
has to assess a fund manager’s ability to
implement a responsible investment strategy
effectively.

Source: *Reuters.com: Automakers to double spending on EVs, batteries to $1.2 trillion by 2030. ?Bloomberg L.P.

Global Low-Carbon Energy Technology Investment Surges Past $1 Trillion for the First Time. 3Schroders: Funding

the future, investing in climate action.
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https://www.reuters.com/technology/exclusive-automakers-double-spending-evs-batteries-12-trillion-by-2030-2022-10-21/
https://about.bnef.com/blog/global-low-carbon-energy-technology-investment-surges-past-1-trillion-for-the-first-time/
https://about.bnef.com/blog/global-low-carbon-energy-technology-investment-surges-past-1-trillion-for-the-first-time/
https://mybrand.schroders.com/m/8645ae373488e2e/original/Schroders_TCFD_2022.pdf
https://mybrand.schroders.com/m/8645ae373488e2e/original/Schroders_TCFD_2022.pdf

Market Focus - 9 October.2023

Global equities fell 0.3% last week

Oil dramatically reversed its gains in recent weeks, with its worst
weekly performance since the banking crisis turmoil in March <

Brent crude fell 11.3% to $84.58 a barrel

Gold fell 0.8% to $1833.01 per ounce
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US equities rose 0.5% last week

US House speaker Kevin McCarthy was
ousted leaving a leadership vacuum and
large uncertainty leading into the next
government shutdown deadline of 17
November

The latest headline ISM manufacturing
Index for September was better than
expected at 49.0 (vs 47.6 expected), the
highest since 2022

Headline payroll dramatically beat
expectations (336k vs 170k expected)
leading to further sell offs in bonds, as
yields on 10-year treasuries reached
post-2007 highs

UK
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UK equities fell 1.5% last week

Prime Minster Rishi Sunak came under
pressure following his announcement to
cancelconstruction of the northern leg
of the HS2 high-speed rail line, claiming
potential savings of £36 billion as a result

Europe
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European equities fell 1.1% last week

The unemployment rate was back at its
recent low of 6.4% in August, which at
the joint-lowest level since the formation
of the single currency

Retail sales in August were worse than
expected, with a -1.2% contraction (vs
-0.5% expected)

Banqgue de France Governor Francois
Villeroy de Galhau supported a less
hawkish sentiment, stating he saw “no
justification for an additional increase in
the European Central Bank rates”

Past performance is not indicative of future returns. Source: Bloomberg Finance L.P,, returns in local currency unless otherwise stated.

Rest of the World/Asia
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Global emerging market equitiesifell 1.6%
Japanese equities fell 2.6%
Chinese equities fell 1.8% last week

Israeli Prime Minister Benjamin
Netanyahu declared Israel “at war”,
after militant group Hamas launched
the biggest attack inside the nationin
decades

Both the Reserve Bank of Australia and
New Zealand decided to kept rates
unchanged with much of the statements
identical to the last
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Market Summary - 9 October 2023

Cumulative returns Cumulative returns

Asset Class / Region Currency V\gaglzf:l:l;?g Month to date  YTD 2023 12 months Asset Class / Region Currency V\I:gl(c::c:ll;i;?g Month to date  YTD 2023 12 months
Developed Markets Equities Property

United States usD 0.5% 0.5% 13.2% 16.4% US Property Securities usD -1.8% -1.8% -4.6% 0.8%
United Kingdom GBP -1.5% -1.5% 3.7% 10.9% Australian Property Securities AUD -0.5% -0.5% -2.6% 1.5%
Continental Europe EUR -11% -11% 8.0% 16.2% Asia Property Securities usD -1.6% -1.6% -11.3% -6.6%
Japan JPY -2.6% -2.6% 22.5% 20.8% Global Property Securities usD -1.8% -1.8% -5.3% 1.2%
Australia AUD -1.3% -1.3% 2.3% 6.3% Euro usD 0.0% 0.0% -1.2% 7.9%
Global USD -0.3% -0.3% 10.8% 16.7% UK Pound Sterling usb 0.2% 0.2% 11% 9.8%
e — USD 2 2% 2 2% 12.4% 51.8% Australian Dollar usD -1.0% -1.0% -6.5% -0.5%
Emerging Asia USD 1.0% 1.0% 0.0% 71% South African Rand usD -2.2% -2.2% -11.8% -7.2%
Emerging Latin America USD -5.9% -5.9% 6.2% 31% Swiss Franc Usb 0.5% 0.5% 1.3% 8.8%
BRICS USD 17% 17% 28% 21% Chinese Yuan* usD 0.0% 0.0% -5.5% -2.5%
MENA countries USD 1.6% 1.6% -0.9% -9.2% Commodities UsD ~2.8% -2.8% -1.5% “2.2%
Souih Alifes USD -3.8% -3.8% -13.3% 1.2% Agricultural Commodities uUsD 0.5% 0.5% 1.4% 3.3%
India usD 0.0% 0.0% 8.9% 13.3% Oil usb -11.3% -11.3% -1.5% -10.4%
Global emerging markets UsD 1.6% 1.6% 0.2% 5.7% Gold usb -0.8% -0.8% 0.5% 71%
US Treasuries usbD -1.0% -1.0% -2.3% -1.7%

US Treasuries (inflation protected) usD -1.4% -1.4% -2.3% -0.7%

US Corporate (investment grade) usD -1.4% -1.4% -1.0% 1.8%

US High Yield usb -1.3% -1.3% 4.5% 6.6%

UK Gilts GBP -1.4% -1.4% -5.6% -0.6%

UK Corporate (investment grade) GBP -1.2% -1.2% 0.0% 7.8%

Euro Government Bonds EUR -0.6% -0.6% -0.6% -3.1%

Euro Corporate (investment grade) EUR -0.4% -0.4% 1.9% 2.8%

Euro High Yield EUR -0.7% -0.7% 5.3% 9.1%

Japanese Government JPY -0.6% -0.6% -1.0% -3.3%

Australian Government AUD 0.0% 0.0% 0.4% -0.2%

Global Government Bonds usD -1.0% -1.0% -4.4% -0.9%

Global Bonds usb -11% -1.1% -2.8% 1.0%

Global Convertible Bonds usD -11% -11% 0.7% 5.1%

Emerging Market Bonds usb "24% "24% "2.6% 4.6% *Chinese Yuan data as at 28 September 2023.

Source: Bloomberg Finance L.P. Past performance is not indicative of future returns.
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For more information, please contact:

Distribution Services
E: distributionservices@momentum.co.uk

T: T: +44 (0)207 618 1803

Important notes - This document is only intended for use by the original recipient, either a Momentum Global Investment Management Limited (MGIM) client or prospective client, and does not constitute investment advice or an offer
or solicitation to buy or sell. This document is not intended for use or distribution by any person in any jurisdiction in which it is not authorised or permitted, or to anyone who would be an unlawful recipient. The original recipient is solely
responsible for any actions in further distributing this document, and in doing so should be satisfied that there is no breach of local legislation or regulation. This document should not be reproduced or distributed except via original
recipients acting as professional intermediaries. This document is not for distribution in the United States.

Prospective investors should take appropriate advice regarding applicable legal, taxation and exchange control regulations in countries of their citizenship, residence or domicile which may be relevant to the acquisition, holding, transfer,
redemption or disposal of any investments herein solicited.

Any opinions expressed herein are those at the date this document is issued. Data, models and other statistics are sourced from our own records, unless otherwise stated. We believe that the information contained is from reliable sources,
but we do not guarantee the relevance, accuracy or completeness thereof. Unless otherwise provided under UK law, MGIM does not accept liability for irrelevant, inaccurate or incomplete information contained, or for the correctness of

opinions expressed.

The value of investments in discretionary accounts, and the income derived, may fluctuate and it is possible that an investor may incur losses, including a loss of the principal invested. Past performance is not generally indicative of future
performance. Investors whose reference currency differs from that in which the underlying assets are invested may be subject to exchange rate movements that alter the value of their investments.

Under our multi-management arrangements, we selectively appoint underlying sub-investment managers and funds to actively manage underlying asset holdings in the pursuit of achieving mandated performance objectives. Annual
investment management fees are payable both to the multimanager and the manager of the underlying assets at rates contained in the offering documents of the relevant portfolios (and may involve performance fees where expressly
indicated therein).

MGIM (Company Registration No. 3733094) has its registered office at The Rex Building, 62 Queen Street, London EC4R 1EB. MGIM is authorised and regulated by the Financial Conduct Authority in the United Kingdom (registration
no.232357), and is exempt from the requirements of section 7(1) of the Financial Advisory and Intermediary Services Act 37 of 2002 (FAIS) in South Africa, in terms of the FSCA FAIS Notice 141 of 2021 (published 15 December 2021). For
complaints relating to MGIM's financial services, please contact distributionservices@momentum.co.uk © MGIM 2023.
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