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What is ESG and why does it matter?
Environmental, Social, and Corporate Governance
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Environmental Social Governance

Water efficiency Production costs Labor conflicts Net margins CEO compensation Share price
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Defining the sustainable investment universe
ESG vs SRI vs Impact Investing

Category

Socially Responsible
Investment (SRI)/
Values alighment

Environmental,
Social and
Governance (ESG)
integration

Thematic investing

23 August 2016

Definition

Screen out irresponsible “sin stock”
companies, such as tobacco, alcohol,
and gambling; and/or only invest in
“best in class” leaders in sustainability

Integrates ESG risks and opportunities
into investment analysis and
dialogues with portfolio companies

ESG themes such as climate
change, water scarcity, or
women's empowerment

Invests in companies with the
intention to generate a measurable
and beneficial social or environmental
impact alongside a financial return

Objective

Social mission

Seeks better risk-adjusted,
long-term performance

Investment opportunity

Measurable societal and
environmental impact
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Investors draw on our marketplace of ideas to build portfolios

WELLINGTON
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We believe the best investment thinking is forged by the free exchange of ideas among a broadly

diverse group of professionals

portfolio team

v T

Macroanalysis Commodities

GLOBAL COLLABORATION

Quantitative E Daily Morning Meetings Technical
AnaIySiS %) Regional strategy meetings AnaIySiS
3% Weekly industry reviews
G:EU Research Exchange (Investor Launch Pad)
2 Company management meetings
% Investor road trips
. Derivatives

Future Themes research

Global Industry
Research

Lessons Learned sessions

ESG Research! Multi-Asset Research

Fixed Income

Equities

Environmental, social, and corporate governance
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lennoka
Sticky Note
Marked set by lennoka

lennoka
Sticky Note
Marked set by lennoka


How do we create our proprietary ESG ratings?

WELLINGTON
MANAGEMENT®

Multiple data sets

Wellington Management
methodology

ESG ratings on
6,000+ companies
1 - 5 ratings assigned based
on distribution

Negative Positive

For illustrative purposes only
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Which ESG issues matter?
Materiality differs across industries
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Examples of Consumer Consumer Health Information Telecom

ESG issues disc staples Energy Financials care Industrials technology Materials services Utilities

GHG emissions
Hazardous waste mgmt

E Natural disaster risk
Water use
Regulation
Corporate culture
Corruption and bribery risks
Labor relations/standards

S Litigation risk
Health and safety management
Reputational risk
Supply chain management
Board composition
Executive compensation

Minority shareholder rights

Ownership structure

Responsivenness to sharefolcers SN [0 55 ] s [
Suceession planning - /| |

[ 1 Low materiality Medium materiality [ High materiality

Materiality determinations made by Wellington Management ESG team.
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Negative Positive

How do we integrate ESG into the investment process?

Research and ratings

L

Calculate and assign proprietary
ratings to 6,000+ companies

ESG portfolio reviews

LD Identify and analyze most
material ESG risks and
opportunities at portfolio level

Company engagement

L

Query company managements
on ESG issues and vote proxies
for 5,000+ companies across
65 markets

23 August 2016

Portfolio
managers
integrate ESG into

investment and
risk management
processes
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Engagement on ESG issues can drive more informed decisions

Global Industry Analyst/

Health Care

Health Care Company
«Senior Management
«Legal Counsel

*Other Representatives

Ask ESG team

to analyze new
corporate governance
changes for a health
care company

Prepare comparative
sector and home
market ESG analysis
for the company

A
Identify ESG issue Gather and Meet with Assess ESG risk Impact
assess ESG data company

The Industry Analyst,
Credit Analyst,

ESG analyst, and

other Wellington
Management

portfolio managers
meet with the
company management

Industry Analyst
assesses ESG risk
and integrates risk
thesis into investment
analysis and stock
recommendation

Company engagement
leads to risk-adjusted
analysis and could
impact stock/bond
rating and/or portfolio
weighting
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ESG Analyst
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ESG portfolio reviews
Deep dive on the portfolio’s material ESG risks and opportunities

Equity Portfolio Manager

ESG analysts i ESG analysts b ESG analysts ) Possible
run portfolio research higher meet with PM outcomes

and benchmark risk companies In a quarterly meeting,
holdings through Analyses on five high ESG ESG analysts debate PMand ESG
ESG ratings risk and five high ESG their research with the N ar_”tah'yStse”ga_ge
database opportunity companies PM and his or her team. with companies
are completed using After this meeting, ] . .
benchmark Eoldin S; sector, and market one of five approaches PM sells out
thousands of ESGg | specific research and of integrating this | of position
scores across eight ESG ESG insights from FoGresearch g
research databases are meetings Wltth company | | PM applies discount
compared and validated managements to the security
PM seeks to influence
— company through
proxy voting

N

ESG Analyst
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Important notice
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Wellington Management Company LLP (WMC) is an independently owned investment adviser registered with the US Securities and Exchange Commission (SEC). WMC is also a commodity trading
advisor (CTA) registered with the US Commodity Futures Trading Commission. In certain circumstances, WMC provides commodity trading advice to clients in reliance on exemptions from CTA
registration. WMC, along with its affiliates (collectively, Wellington Management), provides investment management and investment advisory services to institutions around the world. Located in
Boston, Massachusetts, Wellington Management also has offices in Chicago, lllinois; Radnor, Pennsylvania; San Francisco, California; Beijing; Frankfurt; Hong Kong; London; Luxembourg; Singapore;
Sydney; Tokyo; and Zurich. B This material is prepared for, and authorized for internal use by, designated institutional and professional investors and their consultants or for such other use as may be
authorized by Wellington Management. This material and/or its contents are current at the time of writing and may not be reproduced or distributed in whole or in part, for any purpose, without the
express written consent of Wellington Management. This material is not intended to constitute investment advice or an offer to sell, or the solicitation of an offer to purchase shares or other securities.
Investors should always obtain and read an up-to-date investment services description or prospectus before deciding whether to appoint an investment manager or to invest in a fund. Any views
expressed herein are those of the author(s), are based on available information, and are subject to change without notice. Individual portfolio management teams may hold different views and may
make different investment decisions for different clients.

In Canada, this material is provided by Wellington Management Canada LLC, a US SEC-registered investment adviser also registered in the provinces of Alberta, British Columbia, Manitoba, New
Brunswick, Newfoundland and Labrador, Nova Scotia, Ontario, Quebec, and Saskatchewan in the categories of Portfolio Manager and Exempt Market Dealer. m In the UK, this material is provided

by Wellington Management International Limited (WMIL), a firm authorized and regulated by the Financial Conduct Authority (FCA). This material is directed only at persons (Relevant Persons) who
are classified as eligible counterparties or professional clients under the rules of the FCA. This material must not be acted on or relied on by persons who are not Relevant Persons. Any investment

or investment service to which this material relates is available only to Relevant Persons and will be engaged in only with Relevant Persons. m In Germany, this material is provided by Wellington
Management International Limited, Niederlassung Deutschland, the German branch of WMIL, which is authorized and regulated by the FCA and in respect of certain aspects of its activities by the
Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). This material is directed only at persons (Relevant Persons) who are classified as eligible counterparties or professional clients under the
German Securities Trading Act. This material does not constitute investment advice, a solicitation to invest in financial instruments or financial analysis within the meaning of Section 34b of the
German Securities Trading Act. It does not meet all legal requirements designed to guarantee the independence of financial analyses and is not subject to any prohibition on dealing ahead of the
publication of financial analyses. This material does not constitute a prospectus for the purposes of the German Capital Investment Code, the German Securities Sales Prospectus Act or the German
Securities Prospectus Act. B In Hong Kong, this material is provided to you by Wellington Management Hong Kong Limited (WM Hong Kong), a corporation licensed by the Securities and Futures
Commission to conduct Type 1 (dealing in securities), Type 2 (dealing in futures contracts), Type 4 (advising on securities), and Type 9 (asset management) regulated activities, on the basis that you
are a Professional Investor as defined in the Securities and Futures Ordinance. By accepting this material you acknowledge and agree that this material is provided for your use only and that you

will not distribute or otherwise make this material available to any person. m In Singapore, this material is provided for your use only by Wellington Management Singapore Pte Ltd (WM Singapore)
(Registration Number 201415544E). WM Singapore is regulated by the Monetary Authority of Singapore under a Capital Markets Services Licence to conduct fund management activities and is an
exempt financial adviser. By accepting this material you represent that you are a non-retail investor and that you will not copy, distribute or otherwise make this material available to any person. m In
Australia, Wellington Management Australia Pty Ltd (WM Australia) (ABN19 167 091 090) has authorized the issue of this material for use solely by wholesale clients (as defined in the Corporations
Act 2001). By accepting this material, you acknowledge and agree that this material is provided for your use only and that you will not distribute or otherwise make this material available to any
person. Wellington Management Company LLP is exempt from the requirement to hold an Australian financial services licence (AFSL) under the Corporations Act 2001 in respect of financial services,
inreliance on class order 03/1100, a copy of which may be obtained at the web site of the Australian Securities and Investments Commission, http://www.asic.gov.au. The class order exempts
aregistered investment adviser regulated by the SEC, among others, from the need to hold an AFSL for financial services provided to Australian wholesale clients on certain conditions. Financial
services provided by Wellington Management Company LLP are regulated by the SEC under the laws and regulatory requirements of the United States, which are different from the laws applying in
Australia. m In Japan, Wellington Management Japan Pte Ltd (WM Japan) (Registration Number 199504987R) has been registered as a Financial Instruments Firm with registered number: Director
General of Kanto Local Finance Bureau (Kin-Sho) Number 428. WM Japan is a member of the Japan Investment Advisers Association (JIAA) and the Investment Trusts Association, Japan (ITA). m
WMIL, WM Hong Kong, WM Japan, and WM Singapore are also registered as investment advisers with the SEC; however, they will comply with the substantive provisions of the US Investment Advisers
Act only with respect to their US clients.

©2016 Wellington Management. All rights reserved. = As of January 2016
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