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A world of new jargon

Paris Agreement Renewable energy

Net Zero
Shared value
Global warming

Blue economy Carbon neutral

Taxonomy

Sustainable Devel t Goals (SDG Biomimicry
ustainable Development Goals ( s) Carbon credit

Greenwashing

Integrated reporting Climate change Social capital
CRISA Remanufacturing UN PRI
Microplastics Product stewardship Carbon
footprint
bl Life cycle assessment Zero carbon
Sustainability Natural (LCA)
capital Task Force on Climate-Related Financial
Conscious capitalism Disclosures (TCFD)

Remanufacturing Integrated reporting



Climate background

The heat is on
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Climate background

Hands in the cookie jar
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Climate background

The naughty corner

= Energy Agriculture
# Industrial Processes Waste
= Land-Use Change and Forestry

Source: Climate Watch Data




Country net zero commitments

~~~~~~~~~~~~~

. Achleved (2 countries)
In Law (11 countries+ EU*)

- Proposed Legislation (4 countries)
In Policy Document (37 countries)

Source: Citi Global Insights (European Union member countries not marked, fall within the EU’s 2050 law)



What we want to achieve

Just Transition

Eskom and
Sasol?



What is responsible investing?

An approach to investment that explicitly acknowledges the
relevance of environmental, social and governance (ESG) factors
and long-term health and stability of the market as a whole.

It recognises that the generation of long-term sustainable
returns is dependent on stable, well-functioning and well-

governed social, environmental and economic systems.

Source: Fiduciary Duty in the 21 Century. Supported by United Nations Global Compact; United Nations Environment Programme Finance Initiative; Principles for Responsible Investment Initiative; inquiry
into the Design of a Sustainable Financial System initiated by the United Nations Environment ELogramme
image source: http://www.investors.com/news/management/financial-advisor-briefing/advisors-court-clients-who-value-socially-responsible-investing/



Sustainable development goals: Our focus ™
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Investing responsibly for more than a decade
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Responsible investment roadmap

ESG
integration

Active
owners

Source: Momentum Investments responsible investing team
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A new way of investment thinking?

Sustainability Investing (ESG)

Current approaches to ESG

* Negative screening Benchmarks

* ESG Integration Risk profile

* Impact investing Inve.stment
horizon
Income vs
capital returns

Investment portfolios

Source: ???




Sustainable investing in our process

d peer analysi Peer1 Peer2 Peer3 Peer4
Financials ZARmn 30-Jun 30-Jun 30-Sep 30-Jun
Revenue XX XX XX XX
Ranking s 4 3 4
Other financial figures XX XX 200 ped
Other financial figures XX XX 0 ped
Ranking 3 3 3 3
Other financial figures XX XX XX XX
Other financial figures XX XX XX et
Other financial figures XX XX XX et
Ranking 3 3 4

2 2 2
Geographic split Concentrated  |Diversified Concentrated |Concentrated
Region 1
Region 2 X XX XX xK
Region 3 XX XX pioe XX
2 2 2 2
% per sector breakd (Re ) Diversified Concentrated | Diversified Diversified
Sectorl XX XX XX XX
Sector 2 XX XX XX ped
Sector 3 XX XX XX X
Sector4 XX XX XX XX
Ratios
Ratio 1 XX XX XX 00
Ranking 4 2 2 4
Ratio 2 XX XX XX XX
Ranking I I 4 4
Ratio 3 XX XX XX XK
Ranking 3 4 4 4
Qualitative info
Mark italisation ZARmn XX XX XX XX
anking 2 4 4 4
Corporate Governance score \ _ 2 2
- Factor 1 ) XX XX XX XX
- Factor 2 / XX XX XX XX
- Factor 3 e XX XX XX XX
m Ba2/Aal.za zaAAA Ba2/Aa2.za AHZA)
Outlook Negative = Negative Stable
Rating agency Moodys S&P Moodys GCR
Liquidity Suffident Sufficient Sufficient Suffident
Credit edge implied rating (Syr EDF) Ba2 Ba3 Ba3 Bl
Internal rating adjustment Unchanged Unchanged Unchanged Unchanged
ranking 2 3 4
XX XX e

Risk categories

£S6
Components

Per | General Considerations ABC Corp

Moody's

Environmental

Carbon Transition

1.2 | Physical Climate Risks

1.3 | Water Management
14| Waste and Pollution

Natural Capital

Social

Customer Relations

2.2 | Human Capital
23| D hic & Societal Trends 1
24 | Health & Safety

1.5 | Responsible Production 1

Govenance Governance

3.1 | Financial Strategy & Risk Management 2
3.2 | Management Credibility & Track Record

3.3 | Organizational Structure

3.4 | Compliance & Reporting

3.5 | Board Structure, Policies & Procedures 1




Investing IPP example

Expansion and capex

Construction phase Delivery phase

QENS

Equity Alternatives Equity

Private equity Fixed income Fixed income

Property Cash Property

Alternatives Credit Alternatives
Bonds and ILBs

—

Funding the sustainability chain

Source: ???




Bond funding suits sustainability projects

Bond cashflow structure
110 114
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Source: ???
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Sustainability bond framework

The Principles

7N
| |
The The The A The
Green Bond ™ Social Bond Sustainability Bond .g} Sustainability-Linked
Principles L9 Principles 3\ Guidelines Bond Principles
‘ » i - =
Use of Proceeds* General Purposes*
Green, Social, Sustainability Bonds Sustainability-Linked Bonds
("GSS" or "UoP™) (*SLBs")
Core Components: Core Components:
1. Use of Proceeds 1. Selection of Key Performance Financial
2. Process for Project Evaluation and Sedection incicators {0P1s) > AR
RS e — 2. Calibration of Sustainability e
4' Perfaormance Targets (SPTs)
S 3. Bond characteristics
Key Recommendations: 4. Reporting
1. Bond Frameworks 5. Verification
2. External Reviews
5 NG P e
P ™
Climate Climate Transition Finance Handbook (CTFH) Thematic
Transition : Guidance
Finance (Gudance may be applied to GSS/UoP Bonds or SLBs) 3
,

Source: ICMA GBP Guidance Handbook June 2021




Global sustainability debt issuance

Ussb
$on mGreen bonds m Green loans m Sustainability bonds
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Source: Bloomberg NEF, RMB Markets (data at 7 October 2021)



Global continued

Europe

Investment decisions must adhere to strong ESG guidelines miGC mHY

We pay attention to ESG, but we have flexibility in

decisionmaking 76%

Internal purposes only, ESG doesn't drive our investment
decision

Little or no incorporation of ESG

Source: BOFAML 90%




Global continued

Emerging markets

Investment decisions must adhere to strong ESG guidelines

We pay attention to ESG, but we have flexibility in decision
making

Internal purposes only; ESG doesn't drive our investment
decision

Little or no incorporation of ESG

Source: BOFAML

6%

65%




South Africa green bond market

Rm mGreen bonds »Sustainability-linked bonds  w Social bonds
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Source: JSE, RMB Markets at end of September 2021)



South Africa green bond market

ABSA 5% City of Cape Town 3%

Standard Bank of
South Africa 7%

City of Johannesburg 7

Development Bank of
Southern Africa 5%

First Rand Bank 7%

Growthpoint
Properties 70

Sources: [WIWEGONE]  Agor 0



More detail on SA green bond market

70% -

61.9%

60% -

50% 1

40% -

30% 4

20% -

10% 4

0% -
Green bonds Social bonds  Sustainability bonds Sustainability-linked MN/A (Haven't bid)
bonds

Source: RMB Markets




More detail on SA green bond market

The fundamental credit quality of the name 85.7%
Potential positive ESG impact as result of the
instrument
The recognition that ESG instruments have/will 1
become an increasingly important component of _ 50.0%
credit mandates/requirements |
Increasing client interest and focus on ESG _ 571%
» An ESG mandate | 0.0%
O% 20% A0% 60% 80% 100%

Source: RMB Markets




SA green bond market continued

Bond of choice

Score
5 a

4 - 357

3.33 3.29
3.00

1.81

Green bond Sustainable bond Social bond Sustainability-linked Transition bond
bond

Source: RMB Markets




SA green bond market continued

Step-up or step down?

60% - 0% -
SO% 4 4?.5% SD% J
429% 421%
AD% - 40% -
0% 0% 4 26.2% 263%
20% - 20% -
9.5%

10% 4 10% {1  53%

0.0% .
0% T T T ) 0% - - - -
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Source: RMB Markets




Governance

Protection of investors is paramount

Investor Representative

Calling of meetings and voting

Penalty interest

Placement process and post placement feedback
Representations and warranties

Programme establishments and updates
Restructuring and default

Risk factors

Investor protection clauses

Source: RMB Markets




Governance

Why do companies issue sustainability bonds?

60% -

52.6%

50%

42.1%

40%

30% A

20% 4

10% -
0.0%

Capitalising on market Make a difference Both of the above
trends

0%

Source: RMB Markets




We engage with companies

09/06/21

® P
CITY LODGE
HOTEL
Shareholder
l Governance I # cllma'Fe chantge ¥ NE[%?;\NK
requirements
- \ NASPERS
Governance
Director Remuneration issues — Letter to
remuneration Scheme Regiments Naspers Ltd
Capital management
Rotation of auditors c:]n share. h
Application of discretion by ex; angel\\jn\/;t
REMCO in remuneration policies rosus

Source: Momentum Investments responsible investing team



Proxy voting in the third quarter of 2021

Reasons for votes against proxy resolutions

1 m Election of directors

m Discharge of Directors Liability

B Remuneration Matter

m Repurchase of Company Shares

® Issuance of shares
’ u Auditors Appointment
< m 14 day Notice Period

m Political Donations

Source: Momentum Investments responsible investing team
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We all know what SA needs




Disclaimer m

This presentation is applicable to the following Momentum Investments authorised financial services providers in terms of the Financial Advisory and
Intermediary Services Act, 2002 (FAIS) and registered entity:

Momentum Asset Management (Pty) Ltd (FSP 623)

Momentum Outcome-based Solutions (Pty) Ltd (FSP 19840)

Momentum Investment Consulting (Pty) Ltd (FSP 32726)

Momentum Alternative Investments (Pty) Ltd (FSP 34758)

Momentum Collective Investments (RF) (Pty) Ltd (registration number: 1987/004287/07)

The information used to prepare this document includes information from third-party sources and is for information purposes only. Although reasonable
steps have been taken to ensure the validity and accuracy of the information contained herein, Momentum Metropolitan Life Limited does not guarantee
the accuracy, content, completeness, legality or reliability of the information contained herein and no warranties and/or representations of any kind,
expressed or implied, are given to the nature, standard, accuracy or otherwise of the information provided.

Neither Momentum Metropolitan Life Limited, its affiliates, directors, officers, employees, representatives or agents (the Momentum Parties) have any
liability to any persons or entities receiving the information made available herein for any claim, damages, loss or expense, including, without limitation,
any direct, indirect, special, incidental, punitive or consequential cost, loss or damages, whether in contract or in delict, arising out of or in connection with
information made available herein and you agree to indemnify the Momentum Parties accordingly. For further information, please visit us at
momentum.co.za. Momentum Investments is part of Momentum Metropolitan Life Limited, an authorised financial services and registered credit provider,
and rated B-BBEE level 1.

Sources: Momentum Investments, IRESS
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