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Who we are

A global stewardship provider
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£346bn* 40 659

Assets under Advice Clients globally Companlezzzle;gaged In

£ 346.3/€392.6/$455.2 billion* in assets under advice as at 30 June 2018
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Stewardship Assets

Continued growth by pooling assets

Assets under Advice (£)
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Hermes EOS

Integrated stewardship capabilities
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A World in Transition
The Four Riders of the Apocalypse?

Globalisation Demographics

% =0

Technology

— change
—_— /

Or Sources of Opportunity?

X7

—

HERMES

£os Hermes EOS | Inaugural Corporate Governance Conference | Sep 2018, Bangkok | 0004301 | 5



Strategy for the Long Term

Meeting Short Term Needs

Long term vision and strategy

Globalisation (or Capital allocation
not?!)

Climate Change ]
Disclosure

Technology Capital structure
ROIC/WACC Accounting practices
ESG (or GES?) Share buyback

_ Dividend policy
Demographics
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A complex, interconnected system

A system-level perspective

The
Planet

» Long-term vision

» Short term volatility Global

» Medium-term decisions Society

» Collaborative

» Global partnership Global

» Sustainable Economy

» Prosperous society

» Technology enabled Capital
Markets
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Globalisation

Paradox of Progress

CHINA'S
CYBERSECURITY

LAW

Good Work

Source: www.china-briefing.com

Regulations
_ |Oca| & GeOpOIitiCS Source: The Economist
global
Source: The UK Government
International
trade and money
A flows
L ‘ 7\ frry .: o U _
FINANCIAL FRALO \_:‘ t _'/IMI'RNFTWMID

INTERPOL

INTERNATIONAL CRIMINAL POLICE ORGANIZATION {FINANCIAL/INTERNET FRAUD)

Source: Interpol.

X7

==

HERMES

os Hermes EOS | Inaugural Corporate Governance Conference | Sep 2018, Bangkok | 0004301 | 8



Climate

Increase in cost, frequency & unpredictability

Type of disaster
4 Drought/heat wave 4 Hurricane
A Wildfire
4 Flood

Hurticane Harvey is expected to
become the second most costly

Costof  $30 billion
disaster 520

4 Tornado/hailstorm/thunderstorm $1
M Blizzard/ice storm/freeze

$64-$92 billion estimated

$86-$108 billion estimated 3
Hurricane Irma

Hurricane Harvey

disaster in U.S. history.

20170 o saBamh @s; _

Jan

2016 had the most §1 billion-plus disasters so far (15) $10 billion Midwest flooding -
a San AVAe o a M o -”“’”“"e Matthew $48 billion
Hurricane Andrew
a a - A
2015 B aaaam A a - -
- a A
- a a8 a - -
1990 7993's ‘storm of the century’
P P ‘ - ) hit the eastern seaboard with oo S A
$70 hillion‘ heavy snows, costing $8.5 billion, $18 billion
- Hoi Ty more than any other blizzard. - Hurricane Hugo Y
$42 billion
- )
2010 - ad -
- - - afh a A
$15 _blllion Droughts combined with heat waves
- a P A Hurricane Ike 1988y in 1980 and 1988 in the central and ae A
eastern U.S. devastated agriculture
and related industries.
- ;an Y : -
$160 billion $24 pillion
Hurr K: Hurricane Rita
- an a = a a A a
Hurricane Kalrina was the costliest natural 4 4 $23 n
2005 disaster in U.S. history, damaging nine stafes / / Hurricane Wilma
$21 billion $27 billion -
- Hurricane Charley Hurricane Ivan
- p—
a & - a a sa2iton
1980 Drought/heat wave
Y ﬂ Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
r Y - Estimated by Moady's Analytics. Estimates from NOAA are not yet available. All figures are in 2017 dollars.
An earlier version of this graphic was published in the September 2012 issue of National Geographic magazine.
2000 ﬂ John Tomanio and Riley D. Champine, NG staff
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Sources: Adam Smith, National Climatic Data Center, Jeff Masters, Weather Underground, National Climatic Data Center

Feb Mar Apr May Jun Jul Aug

Sep Oct Nov Dec

$36 billion
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Demographics Drive Behaviour

Shifting investor, employee and customer expectations

Nutrients ' @ \\,R m r|l‘r > \
Climate Responsible Zero-waste: & @7 e
Action 100@ @ investment & linear vs. i W Niiosam
Fltlneestors iningRushess Tanstio Workforce Disclosure Initiative Stewardshlp CI rcu I ar Pmductlon’ 7 ; tv;m i ,
P! . @ A C ot S B

Human Shared
Capital economy
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Technology

Enabling the Previously Impossible

Internet
of
Things (IoT)

Blockchain Big data

All businesses are
tech-related
businesses

Content
management /
censorship

Atrtificial
Intelligence

Data ownership
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Public policy and market best practice

In 2017 we recorded 210 public policy interactions

S © © @ &

Corporate Environment Sector and Social Stewardship
Governance Issue coverage
» Working group on » Provided investor » Banks: Board » Round table on UK living » Response to
Japan of the perspective to CDP structure, culture wage consultation FRC UK
glternatlfnal téﬁ!nlng seminar in c_hinge, compe?sattlon, » Met with UK All-Party Stewardship Code
Gorpora N Net K ina ISK, company structure Parliamentary Corporate » Explained investor
overnance Networ » Signatory of letter to G7 » Extractives: stranded Responsibility Group to stewardship to non-
» CEO Investor Forum and G20 requesting assets, carbon discuss bribery and executive directors and
in US continued commitment emissions, health and corruption. investors - Germany
» Responded to ggﬂ__)g; vgrn;\nents to " Szt » Co-signed petition to » Hosted roundtable on
consultation of Afep- aris Agreemen » Retail: Supply chain, US SEC to change implementation of
Medef on the revision labour rights, disclosure rules on stewardship codes in
of French corporate indigenous population human capital Asia
governance code management

Principles for
Responsible
Investment

PICeN  SN'CDP IIGCC ShareActionyy ™ pemmvs ramewon ==2PRI

the movement for Responsible Investment
DISCLOSURE INSIGHT ACTION
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Engagement plan themes 2018-2020

Risk Climate
:
managements =R change

Corporate Natural resource
reporting efficiency
Strategy, risk & Environment
_ communication
Business PR Pollution
purpose &
strategy

Shareholder Conduct,
protection % culture &

& rights ethics?
Governance
Executive X Human
remuneration (& %‘]} capital
management?

Human
rights

Board

composition &

effectiveness

1includes tax and bribery & corruption. 2 Includes diversity & inclusion. 3 Includes cyber security.
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Alignment with SDGs

From Risk to Opportunities, from short term to long term

Alignment of UN SDGs with the themes of Hermes EOS’ engagement programme:

SUSTAINABLE
DEVELOPMENT

GCALS

No poverty

Zero hunger

Good health and well-being
Quality education

w equality

Clean water and sanitation

| Affordable and dean energy

e &

Decent work and economic growth
Industry, innovation and iInfrastructure
Wc& inequalities

Sustainable cities and communities
Responsible consumption and production
Climate action

Uife below water

Life on land

&
S
afiz
co
D
o
L=
>

Peace, justice and strong institutions

®

Partnership for the goals

o Direct influence (o) Indirect Influence

| Climate Charge

| Pollution & Waste
| Management

Envis and soctal engagement th
ot x| 3
...é A fs‘.g ¥ % |3}
205 3 2|33/ § 1 %
| @
g )
v
v (v
| @
v
v) (4} v
) )
v (g} w1
v
)
V)
v )

v v ) v ()

Source UN Sustamable Development Goals, Hermes E0S analyss
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A thematic approach to idea generation

*l- . .
[ { Improving access to quality

Enhancing resource efficiency 7 8% water supply and
. preservation of the resource

‘ é and waste reduction
|
6.3% ‘@ NG
) > Iv Ensuring a sustainable

CIRCULAR FOOD food supply and
ECONOMY 4

productive farmlands for
O . O% future generations

11.4%

Transforming the energy system

to power a low-carbon economy ” 3 5 90/
ENERGY HEALTH & ~ . 0
v

) TRANSITION WELL BEING

PORTEOLIO Improving life

expectancy and quality

EDUCATION I v 2 - 6%

Providing opportunities
for all — irrespective of
wealth, geographical
location or ability

22.5%

Providing crucial solutions and services IMPACT:
to impactful companies directly involved ENABLERS
in the various themes

Qb

9 90/ Improving vehicle efficiency to
. 0 increase low-carbon transportation .. . .
3 B(y Providing financial services to

. 0 underserved populations

Source: Hermes as at 30 June 2018.
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OUTCOMES
BEYOND }
PERFORMANCE

DRIVING STRATEGY FOR LONG-
TERM SUCCESS WHILE FACING
SHORT-TERM NEEDS

Appendices

7
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Hermes EOS Corporate Governance Principles

Regional principles cover 18 markets

ORPORATE -GORPORA CORPORATE

OVERNA GOVERNAN GOVERNANGE

PR PLE PR PRINCIPLES
= HE?I:AES HE‘(?I:I}ES H[?/GES - HE\T%IGES

ORATE ANCE
GOVERNANCE GOVERNANCE
PRINCIPLES PRINCIPLES
Semohey H EE’;\ES et HEE;ES eiach HEEI;;ES ersioral HERMES o HE?’:"ES iy HE‘I:'\/AES

: Corporate = o s
= 7 Governance Principles .
p PORS ORPORATE CORPORATES CORPOR?
DVERNAL OVERNAI GOVERNANCE OVERNANCE" GOVERNAN
PRINGIPLE \ PRINCIPLES PRINCIP J
- b o HE?I;IES s R H E;l:’lES o N HE?!GES

Source: Hermes.
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Demonstrating engagement value

Recent academic evidence suggests...

FROM THE STOCKHOLDER
TO THE STAKEHOLDER

HOW SUSTAINABILITY CAN DRIVE FINANCIAL OUTPERFORMANCE

ESG factors can enhance
corporate value!

» ESG factors associated with lower
costs of capital and drive higher stock
value

» Well-governed companies outperform
companies with poor governance
standards by an average of over 30bps
per month

» 80% of relevant studies support ESG

\factors associated with driving higher
stock value /

Excellence. Responsibility. Innovation.

&

HERMES

INVESTMENT MANAGEMENT

Investment commentary, Q3 2016

ESG investing

G( between engagement and \

improved long-term value?

i » Research programme with universities
on link between our engagement, long-
term value and company
characteristics

» Engaged companies generate 2.4 -
4.4% higher annualised returns and
that successful engagement leads to
reductions in downside risk

Research Report:

Talk is not cheap — The role of interpersonal
communication as a success factor of engagements on
ESG matters’

» Similar results obtained on a
competitor engagement programme

Engagement-specific factors hg
a major influence on engagement

success?3

» High level voting rights are no
necessary condition for engagement
success

» Contact with the chair is a condition
present in most successful
engagements

» On average, personal meeting
increased change of engagement
progress by about 5 percentage points

1 Hoepner, Oikonomou, Sautner, Starks, Zhou (2018): ESG shareholder engagement and downside risk (working paper). 2 Hermes Credit and Hermes EOS (2017): Pricing ESG risk in credit
markets. 3 Wolff, Jacobey, Coskun (2017): Talk is not cheap — the role of interpersonal communication as a success factor of ESG engagements (working paper).
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https://play.buto.tv/cTPYk

Important information

This communication is directed at professional recipients only. The activities referred to in this document are not regulated activities under the Financial Services and Markets Act. This document is
for information purposes only. It pays no regard to any specific investment objectives, financial situation or particular needs of any specific recipient. Hermes Equity Ownership Services Limited
(“HEOS”) does not provide investment advice and no action should be taken or omitted to be taken in reliance upon information in this document. Any opinions expressed may change. This
document may include a list of HEOS clients. Please note that inclusion on this list should not be construed as an endorsement of HEOS’ services. This document is not investment research and is
available to any investment firm wishing to receive it. HEOS has its registered office at Sixth Floor, 150 Cheapside, London, EC2V 6ET

CONFIDENTIALITY: By reading this report, you acknowledge that its contents are confidential, and you agree to protect the confidentiality of this report. You may only use this report for your own

internal business purposes. You shall not transmit or publish this report in whole or in part to any third party or such that it becomes public, in any form or format. Any breach of this obligation may
result in Hermes EOS restricting your access to future reports.

Telephone calls will be recorded for training and monitoring purposes.

EOS00219 | 0918
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Hermes Investment Management

We are an asset manager with a difference. We believe that, while our primary purpose is to help savers and beneficiaries by providing world class
active investment management and stewardship services, our role goes further. We believe we have a duty to deliver holistic returns — outcomes
for our clients that go far beyond the financial — and consider the impact our decisions have on society, the environment and the wider world.

Our goal is to help people invest better, retire better and create a better society for all.

Our investment solutions include:

Private markets
Infrastructure, private debt, private equity, commercial and residential real estate

High active share equities
Asia, global emerging markets, Europe, US, global, small and mid-cap and impact

Credit
Absolute return, global high yield, multi strategy, global investment grade, unconstrained, real estate debt and direct lending

Multi asset
Multi asset inflation

Stewardship
Active engagement, advocacy, intelligent voting and sustainable development

Offices

London | New York | Singapore

For more information, visit www.hermes-investment.com or connect with us on social media: m m u

HERMES IS A FEDERATED INVESTORS COMPANY. & saicLomaL
1SO 14001

Environmental

Federated.



