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Disclaimer

Zenith is the holder of Australian Financial Services License No. 226872 for the purposes of providing “General Advice” (as d efined by section 766B of
Corporations Act 2001). General Advice provided by Zenith is limited to Wholesale clients only.

This advice has been prepared without taking into account the objectives, financial situation or needs of any specific person who may read it. It is not a
specific recommendation to purchase, sell or hold any relevant product(s).

Zenith advises that investors should seek their own independent financial advice before making any investment decision and should consider the
appropriateness of this advice in light of their own objectives, financial situation or needs. Investors should obtain a copy of, and consider, any relevant
product PDS or offer document before making any decision. This advice is prepared exclusively for clients of Zenith.

The material contained in this advice is subject to copyright and may not be reproduced without the consent of the copyright owner. The information
contained in this advice is believed to be reliable, but its completeness and accuracy is not guaranteed. Zenith accepts no liability, whether direct or
indirect arising from the use of information contained in this advice.

Zenith

Investment Partners



Responsible Investment (RIl) - a broad landscape
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Which way?

« Engagement?

* Negative screen?

o Positive tilt?
Pl Advance
« Thematic?
* |Impact?

« \What are the implications?

Zenith
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PENGANA

CAPITAL

PENGANA
INTERNATIONAL ETHICAL FUND

Presented by

Steven Glass
Deputy Portfolio Manager and Analyst




ESG INVESTING WITHOUT COMPROMISING RETURNS ¢ ;

PENGANA

.

ESG COMPLIANCE SOLID RETURNS




APPLYING AN ETHICAL AND ESG LENS TO INVESTING / ;

PENGANA

.

ESG investing can mean
different things to
different people

SUSTAINALYTICS

a Momingstar company



ESG INVESTORS’ EXPECTATIONS ~

PENGANA

CAPITAL

RIAA’S RESPONSIBLE AND ETHICAL INVESTMENT SPECTRUM

TRADITIONAL RESPONSIBLE & ETHICAL INVESTMENT PHILANTHROPY
INVESTMENT

ESG INTEGRATION NEGATIVE POSITIVE AR THEMATIC/ IMPACT INVESTING

(Including SCREENING BEST-IN- STAINABILITY
shareholder (& norms based) SCREENING THEMED MARKET RATE CONCESSIONARY
engagement (& normy based) ESTMENTS RATE

& voting)

FOCUS Limited or Consideration Industry sectors Investghents that Invesiments that Investments that Investments that Grants that
no regard for & analysis of or companies target fompanies sally target target social and target social and target positive
environmental environmental, excluded/ or ipdustries sustiinability environmental environmental social and
soclal and soclal and divested from with petter ESG theme} eg clean impact and impact and environmental
governance governance (ESG) to avoid risk performance energy, green deliver market deliver below impact with no
factors factors as part or better align prdperty rate financial market rate financial return
of Investment with values returns returns
decision making
IMPACT Agnostic ‘ | Avolds harm I I Benelits stakeholders I
INTENTION . . I
Contributes to solutions I
f 4
FEATURES Dellvers competitive|financial returns

Pursues ESG opportunities
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POSITIVE IMPACT AND FINANCIAL RETURNS /;

PENGANA

CAPITAL

Veslias

« World’s largest wind turbine company
» Large service business — c40% VWS’ EBIT

« Competitive advantages - installed based,
biggest R&D budget, reputation

* Market share (ex-China) grown from 17%
(CY14) to 35% (CY19)

* Fortress balance sheet

» Green energy has positive outlook but regulation
IS a concern, particularly PTC (USA)

* Potential to benefit from fiscal stimulus

« 5% FY21 FCF yield




RAFT OF AREAS WE ARE LOOKING AT ’ ;
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REQUISITE CHARACTERISTICS
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ESG INVESTING WITHOUT COMPROMISING RETURNS PEN(;"ANA

CAPITAL

14%
12%
10%
8%
6%
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2%
0%

3M 1Y 3Y (pa) 5Y (pa) Sl (pa)
Pengana International Ethical Fund MSCI ACWI TR Index
3 months 1year 3years 5years Sinceinception

Relative Return 2% 8% 1% 1% 1%




PROTECTING CAPITAL AND MANAGING VOLATILITY %

PENGANA
MANAGING VOLATILITY AND PROTECTING CAPITAL CAPITAL

Global stock market downturn, S&P500
falls by more than 10% (Q4/2018) COVID-19 (Q1/2020) Annualised Volatility Since Inception

0%

-2% Pengana International Ethical Fund 9.7%

-4% -3.9%

-4.5% MSCI All Country World

0
Total Return Index (net, AUD) 11.0%

-6%

-8%

-10% -0.6%
-10.3%
-12%

Pengana International Fund ® MSCI All Country World Total Return Index (net, AUD)




SUMMARY

Comprehensive Solution

ESG compliant
Deliver solid point to point returns

Minimize drawdowns

Minimize volatility
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IMPORTANT INFORMATION AND DISCLAIMER

PENGANA

CAPITAL

Pengana Capital Limited (ABN 30 103 800 568, AFSL 226566) (“PCL”") is the issuer of units in the Pengana International Fund (ARSN 610 351 641 ). A product disclosure statement for each of these funds
(‘Funds’) is av ailable and can be obtained from our distribution team. A person should consider the product disclosure statement carefully and consult with their financial adv iser before deciding whether to
acquire, or to continue to hold, or making any other decision in respect of, the units in the Fund.

The performance calculations for the Fund in this report hav e been calculated net of fees and expenses, on a pre-tax basis and assume that all distributions are reinv ested.
The value of investments can go up and down. Past performance is not a reliable indicator of future performance.

While care has been takenin the preparation of this report, none of PCL nor any of its related bodies corporate make any representation or warranty as to the accuracy, currency or completeness of any
statement, data or value. To the maximum extent permitted by law, PCL and its related bodies corporate expressly disclaim any liability which may arise out of the provision to, or use by, any person of this
report.

Relating to data in this report sourced from MSCI: Neither MSCI nor any other party involved in or relating to compiling, com puting or creating the MSCI data makes any express or implied warranties or
representations with respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or
fitness for a particular purpose with respect to any of such data. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in or related to compiling, computing or
creating the data hav e any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages. No further distribution or
dissemination of the MSCI data is permitted without MSCI’s express written consent.

The Lonsec Rating (assigned March 2019) presented in this document is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445. The Rating is limited to "General Advice" (as defined in the
Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the financial product(s). Past performance information is f @ illustrativ e purposes only and is not indicativ e of future
performance. It is not a recommendation to purchase, sell or hold Pengana Capital product(s), and y ou should seek independent financial advice before inv esting in this product(s). The Rating is subject to
change without notice and Lonsec assumes no obligation to update the relevant document(s) following publication. Lonsec receives afee from the Fund Manager for researching the product(s) using
comprehensiv e and objectiv e criteria. For further information regarding Lonsec's Ratings methodology, please refer to our website at: http://www.bey ond.lonsec.com.au/intelligence/lonsec-ratings.

SQM Researchis an investment research firm that undertakes research on investment products exclusiv ely for its wholesale clients, utilising a proprietary review and star rating sy stem. Information contained in
this document attributable to SQM Research must not be used to make an investment decision. The SQM Researchrating is valid at the time the report was issued (2 April, 2019), howev er it may change at any
time. While the information contained in the rating is believed to be reliable, its completeness and accuracy is not guaranteed. The SQM Research star rating sy stem is of a general nature and does not take into
account the particular circumstances or needs of any specific person. Only licensed financial advisers may use the SQM Research star rating sy stem in determining whether an investment is appropriate to a
person’s particular circumstances or needs. You should read the product disclosure statement and consult a licensed financial adviser bef ore making an investment decision in relation to this investment product.
SQM Researchreceives a fee from the Fund Manager forthe research and rating of the managed investment scheme.

The Zenith Investment Partners ("Zenith") Australian Financial Services License No. 226872 rating (assigned November 2018) referred to in this document is limited to "General Advice" (as defined by the
Corporations Act 2001) for Wholesale clients only. This advice has been prepared without taking into account the objectiv es, financial situation or needs of any individual. It is not a specific recommendation to
purchase, sell or hold the relevant product(s). Investors should seek independent financial advice before making an investment decision and should consider the appropriateness of this advice in light of their own
objectiv es, financial situation and needs. Inv estors should obtain a copy of, and consider the PDS or of fer document bef ore making any decision and refer to the full Zenith Product Assessment av ailable on the
Zenith website. Zenith usually charges the product issuer, fund manager or a related party to conduct Product Assessments. Full details regarding Zenith’'s methodology, ratings definitions and regulatory
compliance are av ailable on our Product Assessment’s and at http://www.zenithpartners.com.au/Regulatory Guidelines.
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What is responsible investing?

o

ESG
integration

Considering Environmental,
Social and corporate
Governance (ESG) factors -
both risks and opportunities
- in the investment process.

An essential element
of Rl. BAU.

19

020
Ethical or
socially
responsible
Investing

Investments which
incorporate ethical and/or
other values-based
considerations.

Example: Exclusions/
negative screening

A

Sustainability
investing

Investments that target
companies with sustainable
business practices &
products.

Example: Bestof Sector’,
Thematic, positive tilting

I
=7
Impact
iInvesting

Investments that seek
to achieve targeted
environmental and social
outcomes in addition to
financial returns.

Example: Green bonds,
solar farms,

PENDAL



Motivations behind responsible investing

Value Values

Focus: Investment risk/returns Responsibility

Rationale: Financial Ethical (values-based, reputational)

Example:
A company’s human rights

OW can corporate
handling of the
issue improve both
risk-adjusted
returns & human
rights
outcomes?

How would human
rights issues affectthis
company’s sales,

strategies, or operations

(e.g. via industrial
disputes/regulatory action?)

How would this
company’s activities
or its actions benefit
or adversely affect

human rights?

VALUES

20 PENDAL



Changing consumer expectations

Consumers are expecting Rl, and advisers should consider their clients’ interests

A 2020 RIAA consumer survey of a representative
sample of Australians showed:

86% expecttheir superannuation or other investments

to be invested responsibly and ethically The Code of Ethics issued by FASEA, effective

1 January 2020, requires advisers to:
74% would consider switching theirinvestments to

another provider if their fund engaged in “...actively consider the client’s broader,
H L
activities inconsistent with their values long term interests...
67 9 Willconsider making ethical or responsible Which strengthens the case for advisers to
investments in the next 1 to 5 years consider other interests and expectations such

as responsible and sustainable investments.
88% believe it's important that their financial adviser

provides responsible or ethical options

: ! °
Arcq Responsible Investments Association Australasia (RIAA), From values to riches: Charting consumer attitudes and demand for responsible investing in Australia, March 2020 P E N D A I_



What Investors Want vs What Managers Deliver

FIGURE 9: Issues consumers wani lo avoid when investing money
FIGURE 17: Negative screening: consumer vs investment manager exclusions

Environmental degradation (land, water, air)

Pesticides
Fossil fuels
Fossil fuels __ | Emvironmantal
. 69"
Human rights Logging
Muclear eneray (inclsding araniurm)
Controversial weapons Genetic enginearing (GMOS)
Tnbacm Animal erue tl Animal related
Meat and meat products B3%*
Environment/climate change Tobaceo % ﬂ{ Tobaceo/Alcahal
1%
Animal cruelty / testing Alcahl e
Hurman rights abuses Rights violations
Gambling Labour rights abuses i
Nuclear energy pons and §
Gambling
Pornography Pornography
Cormpanies that don't pay their tair share of ta
Poor governance
Predatory kending by financial institutions
Alcohol Foods and drinks with high sugar content or
predatory marketing
Fast fashion
GG None of the above
B Consumer searches - -
.Irrueshnﬁﬂmamger 0. 'Wihich of The following &fe IM@OIaNI iSS08S 10 S0id fegarding vesting your money * IS IRFVE FEIVESAANE ANE DaTENTAgE of Survey
exclusions by weighted AUM 0% 5% 10% 15% 20% 25% 30% 35% (ncleding sagerannuation and athes invesimeniz)? Gan pop 18+ [Base B=1135) mmmsmmm

RIAA Benchmark Report 2019 - Figure 17,
RIAA From Value to Riches 2020 Figure 9
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Rl is no longer a niche market

Consumer demand is growing (and fund managers are responding)

Rl strategies Responsible Investments in Australia, A$B

Sustainability-themed investing

980
$70.18 Impact& communityinvesting
866 $13.8B
Positive screening $16.6B
g 630 622
% 569
e Negative screening TOtaI RI AUM
< $198.6B
A3Q80B
299
187
52 65 ESG Integration
32 $681B
2014 2015 2016 2017 2018
® Broad Rl Core RI

PENDAL

2 3ource: Responsible Investment Association Australasia (RIAA) - Responsible Investment Benchmark Report 2014-2019



Framework

S O

/dentify the objective. What is the client looking to achieve? Feel good/ greater connection
between the values of the client and the investments , opportunity for advocacy, avoid all harm ,
participate in conversation, etc

Gather relevant information. ...Investment managers/ research, need to help provide insightful,
succinctinformation. How we will consider events in the future? It is not easy, there is a huge
amount of information out there- collectively we need to make it easier.

Look atthe Options. ... Can | actually implement what | want- Fund, SMA, direct holdings. It will
not be perfect. What course of action can | take to achieve the objective ? How do | implement
it? What strategy solution is available ?

What if Questions- Red flag events ( Seen in financial services/ work place accidents, through
to changes in strategy, acquisition of poor ethical companies) What would we do?

Made a decision-Take action. ...
Review and engage - as part of the ongoing advice.

PENDAL



Constructing the portfolio

Issues to overcome

Asset allocation

Manager selection

Within asset classes

25

* Do | have to “lose” some diversification between asset classes?

» Potentially narrower universe of managers / products to pick
from

» Do negative screens result in lower performance or more risk?

PENDAL



Constructing the portfolio

Asset class

Sustainable Product availability

Issues

Australian equities

Plenty of choices

Holdings have greatest client visibility, small
universe to start with - impact of screening

International equities

Less choices, but enough

Currency hedging, emerging markets harder

Property (REITS)

Fairly green asset class

Infrastructure (listed)

Minimal in Aus

Sustainability of some asset types, e.g. airports

Liquid alternatives

Becoming available

Liquid alternatives have struggled of late

Fixed interest

Plenty of choices - incl exposures to
green bonds, impact bonds

Comfort with some sovereigns (esp. emerging
markets); bank exposure

Cash

Minimal

How does your client feel about the banks?

26
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Asset class

forecasts (10+ years)

Low interest rates make diversification challenging in a balanced portfolio

10%

9%

8%

ng Market Shares -
Unhedged

‘ Emergi

Overseas Shares - Un ed = @B T
9 ° .
= D
T 6% o —_— vt Australian Shares
% Aternatives e Overseas Property
8 5% oooooooooo
T e
2 % — et
S e
< oooooo
3% e
2 @ Ausvalian F
o ustralian Fixed Income
Cash o0
Overseas Fixed Income
0% ; . ; , . . : . . .
0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%

Annualised Volatility

Source/: Pendal Group
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Implementation options expanding

« Active: managed funds, ESG SMAs
« Alternatives: starting to see products emerge
* Further growth of ESG indices facilitates growth in:
 ETFs-bond and equity
« ESG index derivatives - futures, and now even credit default swap indices

28 PENDAL



No need to sacrifice returns or increase risk

Indeed there is evidence of befter financial outcomes

A vast body of academic Does not have to involve any
STUDY AUTHORS P‘E"?fgo ESG ISSUE r/\[csr(:m IMPACT (*) im plementation “give u p”
amiton(1995) 1989 Volume ftok elases : postve (13 * Typical “institutional” screens

Jacobs, Singhal, and

Jacobs, g ' 2004-200 nvironmental perfc ance ixed fAndines .
subramanian (2010) 2004-2006 Environmental performanc E Mixed finding reduce unlverses by Only
Johnson, Moorman, and
Sorescu (2009) 1990-1999 Governance quality/shareholder rights G No effect/no relation ~100/
KMPOTy. LOR, dnc Wity 1980-2000 Environmental regulation violations ESG Positive (14) 0

(2005)

Karpofl, Lee, and Martin o0 2002 Financial misrepresentation G Positive (15) ¢ G rowin g Im p I emen ta tl on

(2008)

F.J',::v'l’\lJ!l'llz:p.x'.?.::.’;.‘l‘.! 2001-2011 Corporate sustainability and GRI ESG Positive ChOICeS aCrOSS ShareS, flxed
e B Income and now alternatives
Lee and Faff (2009) 1998-2002 Corporate sustainability quality £SG Negative ¢ POSitiVe ti/t to SUStainabi/ity

Smithey Fulmer, Gerh

ot (2003 1998 Ervgboe waielog | Posiin17) fo suppon‘/ong term returns

Statman and Glushkov (2009) 1992.2007 Composite CSR index ES Positive

1985-1991 Environmental management awards E Positive

Yermack {1996) 1984-.1991 Reductions in board size

Source/ : Image extracted from “From the Stockholderto the Stakeholder: How Sustainability Can Drive Financial Outperformance” by Oxford University and Arabesque Partners from 2015,

29 PENDAL



Disclaimer

This information is prepared Pendal Fund Services Limited (PFSL) ABN 13 161 249 332, AFSL No: 431426, and the information contained within is
current as at4 May 2020. It is not to be published, or otherwise made available to any person other than the party to whom it is provided.

PFSL is the responsible entity and issuer of units in the Pendal Sustainable Australian Fixed Interest Fund (Fund) ARSN 612 6 64 730. A product
disclosure statement (PDS) is available for the Fund and can be obtained by calling 1800 813 886 or visiting www.pendalgroup.com. You should
obtain and consider the PDS before deciding whether to acquire, continue to hold or dispose of units in the Fund. An investme nt in the Fund is subject
to investment risk, including possible delays in repayment of withdrawal proceeds and loss of income and principal invested.

This information is general information only and has been prepared without taking into account your personal objectives, fina ncial situation or needs.
Where performance returns are quoted ‘after fees’ then this assumes reinvestment of distributions and is calculated using exit prices which take into
account management costs but not tax you may pay as an investor. Active return (after fees) means the difference between the Total Return (after
fees) and the Benchmark. Neither PFSL nor any company in the Pendal group of companies accepts any responsibility for the accuracy or
completeness of this information or otherwise endorses or accepts any responsibility for this information. Except where contrary to law, PFSL intends
by this notice to exclude all liability for this material.

The information in this communication may contain material provided by third parties, is given in good faith and has been derived from sources
believed to be accurate as at its issue date. While such material is published with necessary permission, and while all reasonable care has been taken
to ensure that the information in this communication is complete and correct, to the maximum extent permitted by law neither PFSL nor any company
in the Pendal Group accepts any responsibility or liability for the accuracy or completeness of this information.

Past performance is not a reliable indicator of future performance.

30

For more information,
please call on
1800813886

or visit our website
www.pendalgroup.com
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