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Impact investing

"Traditional”
investing

Limited to no focus
on ESG matters at a
stock or macro level

Investment objective
is characterised as
pursuing maximum
short-term financial
returns

Ethical and
norms-based
screening

Pure exclusionary-
screening

Investment
objective is typically
focused on a few
key moral issues

Various funds
have exclusion
lists

Holistic returns — ESG and impact aware

Responsible investing spectrum

ESG and
engagement
integration

ESG and
engagement insights
are integrated

into investment
processes through
top-down and
bottom-up
approaches

Investment
objective is typically
to maximise
sustainable returns

All Hermes
fund offerings
across public and

private markets

Best-in class
approaches

Specific ESG screens
are applied with a
top-down approach
in order to manage
ESG risk

Typically invest
in “best-in-class”
companies

Global Equities
ESG

Thematic

Focus on one or
more of a cluster
of sustainability
themes

Investment
objective is to seek
above-market
returns through
identification

of growth
opportunities
aligned with a
particular theme

Impact
Opportunities

Environmental
Innovation Fund

Hermes®ZA1—F

1) Federated Hermesl Delivering Holistic Returns 2019

Impact first

Have clearly defined
impact goals and
measurement

The achievement

of the impact goals
will typically involve
some financial
return trade-off

Philanthropy

Clearly defined
impact goals,
measurement and
outcomes

Do not typically
expect a capital
return
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Figure 1: How we compare to our peers
1a. The Bridges Spectrum of Capital

Financial-only | Responsible Sustainable Impact-only

Delivering competitive financial returns
Mitigating Environmental, Social and Governance (ESG) risks
Pursuing Environmental, Social and Governance opportunities

Focusing on measurable high-impact solutions

Focus: Limited or Mitigate risky Adopt Address societal Address societal | Address societal | Address societal
no regard for ESG practices in | progressive ESG | challenges challenges challenges challenges that
environmental | order to protect | practices that that generate | where retumns that require a cannot generate
social or value may enhance competitive are as yet below-market a financial return
governance value financial returns = unproven financial return | for investors
(ESC) practices for investors for investors

Hermes Impact Opportunities’ positicning

Source: The Bridges Spectrum of Capital as at Movember 2015. _
HiFfr) Federated HermeslHermes Impact

* "World Investment Report,” published by the United Mations Conference on Trade and Development (UNCTAD) as at 2014 L
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1b. The Impact Management Project

Signal that impact matters
Engage actively

Grow new/undersupplied
capital markets

Provide flexible capital

Signal that impact matters
Engage actively

Grow new/undersupplied
capital markets

Provide flexible capital

Signal that impact matters
Engage actively

Gmw new/undersupplied
capital markets

Provide flexible capital

Hermes Impact Opportunities’ positioning

Source: The Impact Management Project.

Act to avoid harm

E.g. Ethical bond fund

E.g. Shareholder activist fund

E.g. Anchor investment in a
negatively-screened real estate
fund in a frontier market

Benefit stakeholders

E.g. Positively-screened / best-in-
class ESG fund

E.g. Positively-screened [/ best-
in-class ESG fund using deep
shareholder engagement to
improve performance

E.g. Positively-screened
infrastructure fund in a frontier
market

Contribute to solutions

E.g. Sovereign-backed bonds
(secondary market) funding
vaccine delivery to underserved
people or renewable energy
projects

E.g. Public or private equity fund
selecting and engaging with
businesses that have a significant
effect on education and health
for underserved people

E.g. Bond fund anchoring primary
issuances by businesses that
have a significant effect on
environmental sustainability,
access to clean water and
sanitation

HiPfr) Federated HermeslHermes Impact Opportunities 2018 Annual Impact Report ]
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