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Stewardship in 2022

2022 was another pivotal year for stewardship at LGT
Wealth Management. We expanded our work in this

space by engaging with a number of board chairs on
issues including diversity and climate, voting on a
record number of proposals and collaborating with
peers to mobilise the industry on sustainable finance.

Improved governance

We restructured our Sustainable Governance
Committee, adding our Chief Investment Officer,
Head of Compliance and Legal and Head of Front
Office, alongside our Head of Sustainable Investing
and Intermediary Investment Services, to ensure the
highest level of buy-in from across the business on
our stewardship activities.

One of the first things they approved was our re-
newed Stewardship Policy, highlighting the progress
made on engaging companies and managers, and
our newly emboldened efforts on public policy en-
gagement.

Internal training
During 2022, all front office teams received in-

depth training through small group sessions on the
voting and engagement activities at LGT Wealth
Management, as well as broader sustainable invest-
ing issues such as:
= How the business approaches controversies
= LGT's net zero ambitions
= The

Disclosures

Task Force on Climate-Related Financial

= The important role of stewardship for the

long term.

Taking action
We added our name to collaborative engage-
ments like Climate Action 100+ and the Finance for

94

Real world impact doesn’t come from
divesting our portfolios away from
controversial sustainability issues.
Stewardship allows us to move
companies in the right direction to
create real change.

Biodiversity Pledge. We also built our understanding

of key issues like deforestation across supply chains
in our portfolios to vote in line with our beliefs.
Amplifying our voice through public policy
engagement, we were appointed to the United
Nations Principles for Responsible Investment (PRI)
Global Policy Reference Group. This enabled us to
lend our views to UK policies, such as the proposed
Sustainable Disclosure Regulation and the UK
Government'’s role in pushing climate change ahead
of COP27.

We will comment on this year’s annual general meet-
ing (AGM) season and some key activities in the fol-

lowing report. We welcome questions and com- Siobhan Archer, Sustainable Investing Specialist
ments from clients and our stakeholders as we
continue to refine our approach and voice around

stewarding capital.



Our approach to
stewardship

Definition

Stewardship is the responsible allocation,
management and oversight of capital to create
long-term value for clients and beneficiaries,
leading to sustainable benefits for the
economy, environment and society.

UK Stewardship Code

As discretionary investment managers, we are stew-
ards of the money our clients have entrusted to us.
Reflective of our long-term thinking and client-cen-
tric focus, stewardship is an integral part of our in-
vestment process.

Ensuring our investment decisions and recommenda-
tions are taken with our clients’ best interests in mind
is at the heart of our stewardship responsibilities. We
keep the future in mind when we make decisions
today, by looking beyond the short term.

Our primary duty is to maximise investment returns
for our clients whilst operating within the confines
of our contractual obligations as well as the objec-
tives, goals and other parameters we have agreed
with our clients. Through sound financial manage-
ment of our clients’ capital, we also look to achieve
a secondary outcome: a safe and sustainable future
for our clients and the generations to come.

As universal owners, we recognise that the health
of the economy relies on a healthy planet and soci-
ety. Through active stewardship, we can maximise
risk-adjusted returns and generate positive real

Stewardship process

Over the last year, we have been working to cre-
ate an integrated process for engagements, and the
escalation and sign-off of our proxy voting activities.
Our engagement is centred proactively around the-
matics, such as climate or net zero, as well as on
reactive issues linked to an upcoming AGM or a re-
cently identified controversy.

Once we have established our stance on a specific
issue or resolution, we vote consistently with that
across our full shareholding. This puts the full weight
of our ownership behind our stance, as well as en-
suring consistency of message to the investee com-
panies.

An integrated process

world impact.

We discharge our stewardship
through three primary avenues:

responsibilities

Avenues of stewardship resposiblities

= .y

Voting Engagement

As part owners of the publicly Direct Collaborative

listed companies we invest in, we We engage with our We are a member of

are regularly invited to vote on direct equity holdings a number of collaborative
management plans and company and fund managers engagements where we
direction at AGMs. We can vote in on a regular basis pool our capital with
favour of a proposal, against through meetings, other investors to amplify

management or abstain, to inform
management of our views on a
particular issue. Voting is a vital
component of our stewardship
approach as it allows us to
constructively work with boards
to voice shareholder concerns

and improve practices.

letters and roadshows. our asks.

il

Public advocacy policy

As regulation of sustainable

finance increases, investors are
increasingly subject to new reporting
and practices designed by policy
makers. It is in our interest, and the
interest of our clients, that we work
together with policymakers to ensure
that policies are well-designed and
implemented to improve market
practices on sustainability.

@

Research

= ESG risks are reviewed for every holding

= Sustainability research is produced by our proxy adviser company, Institutional Shareholder Services (ISS)
= This is led by the Stewardship team and delivered by Research

&

Committee decision
= All decisions are ratified by existing LGT Wealth Management Investment Committees
= Stewardship and ESG data points are reviewed as part of the decision-making process

Sy

Engagement
= This consists of both thematic and ad hoc letters, emails, calls and meetings linked to a controversy or AGM issue
= We also engage in constructive dialogue with companies and managers

[p—
v

Proxy voting
= One consistent voting approach is taken across our full shareholding, prioritising sustainable outcomes
= This approach creates a clear voting record including rationale and alignment with policy

S

Reporting

= Stewardship activities are systematically reported on an annual basis
= Ad hoc reporting is provided to clients and stakeholders

= Internal live dashboards are produced for Investment Managers



Voting summary

In 2022, we broadened our voting coverage to vote on all
holdings in our clients’ portfolios, including our investment

trusts universe.

We voted at AGMs for 176 companies and invest-
ment trusts, across 16 different countries. The new
markets we voted in were Australia (due to a dual
listing of an existing mining company), Denmark and
Norway (due to new fund additions), Canada, Jersey
and the Isle of Man (due to the addition of invest-
ment trusts). We voted at over 200 meetings over the
last year and on over 3300 individual proposals.

A proposal (or resolution) is a recommendation or
requirement that a company or its board of directors
should take a particular action on. They can be pro-
posed by the company’s management, where man-
agement would like to garner broad support for an
issue, or by a shareholder to improve the company'’s
processes.

Shareholder resolutions have been rising over time
due to shareholder activism, yet still form a much
smaller portion of the resolutions raised at company
meetings. The regulatory environment in different

2022 voting vs 2021 voting

jurisdictions can impact the ease and ability for
shareholders to raise such proposals. For example, in
the US, shareholder activism is quite advanced be-
cause shareholders only need to own more than USD
2 000" in stock or 1% (whichever is lower) of a com-
pany to be able to submit a proposal. By contrast, in
the UK and certain European countries, there are
stricter laws around shareholder proposals: propo-
nents must own at least 5% of the company, making
it significantly more difficult to file a resolution.

During 2022, the industry saw a large increase in
shareholder resolutions, with companies like Ama-
zon and Alphabet receiving 17 and 15 shareholder
proposals respectively. Within our voting season, we
saw shareholder proposals increase from 73 in 2021
to 125 in 2022, representing a 71% increase. As a
proportion, shareholder resolutions only represented
about 5% of all resolutions, highlighting the need
for further investor escalation on ESG issues.

Issuers voted on Markets voted Total number of Total proposals voted

meetings voted at

2022 176

16 213 3338

2021 83

" 90 1041

Source: LGT Wealth Management voting data, ISS, accessed 31 Dec 2022

T 'This threshold is outlined in Rule 14a-8 of the Securities Exchanges Act and from January of 2023 will enter a grandfathering transition period whereby the
threshold will increase to include a holding period, i.e. USD 2 000 for at least three years.' source: www.unpri.org/filing-shareholder-proposals/filing-a-

shareholder-proposal-in-the-us/11003.article

2022 voting proposals breakdown
The majority of proposals we saw in 2022 were

brought about by management — a total of 2634
(96%). These focused on issues of compensation,
board and corporate structure or capitalisation.
Shareholder resolutions made up a smaller share, at
125 (4%) among our equity holdings in 2022.

As a proportion of all resolutions, shareholder reso-
lutions dropped from last year with the inclusion of
the investment trust universe, which very seldom
sees shareholders raise issues at the board level.

Proposal types

Shareholder resolutions by type
M..Environmental 25%

[%..Social 53%
..Governance 22%

Management resolutions by type
M. Director-related 48%

W .Shareholder 4%
..Management 96%

Source: LGT Wealth Management voting data, ISS, accessed 31 Dec 2022

[@..Compensation 9%
..Capitalisation 17%

.Audit related 9%

..Routine business 9%
.Takeover related 3%
..Environmental and social 3%
..Strategic transactions 1%
M..Company articles 1%



Proposal trends

An interesting trend we observed in 2022 was
the rise of social proposals from shareholders, cover-
ing issues from gender and ethnicity pay gap report-
ing to third party audits on working conditions.

As mentioned previously, Amazon and Alphabet saw
the highest amount of shareholder proposals. At Al-
phabet, social issues dominated shareholders’
themes, with proposals focusing on human rights
risk assessments, board diversity, racial equity audits
and establishing a social issues board committee.
Meanwhile, the shareholder proposals at Amazon
focused on plastic usage, reporting on charitable
contributions, publishing tax transparency reports,
the use of artificial intelligence facial recognition sys-
tems and protecting the freedom of association and
collective bargaining.

The rise in shareholder proposals has played a large
role in emphasising the importance investors are now
placing on environmental and social issues. For ex-
ample, 78% of shareholder resolutions related to
environmental and social areas, whereas the vast
majority of management resolutions related to rou-
tine organisational and procedural areas.

On the management proposals side, unsurprisingly,
director-related proposals made up the largest share.
As the popularity of ‘Say on Climate’ proposals con-
tinued (promoting the transition to net zero), envi-

ronmental proposals grew at the management level
from 1% in 2021 to 2% in 2022.

How we voted in 2022

Over the last year, we have continued to work
with Institutional Shareholder Services (ISS) to cover
our voting activity in the 16 different markets in
which we invest directly. We have subscribed to 1SS’
Sustainability Policy, allowing us to vote progressive-
ly on all issues at all companies, really using the pow-
er of voting to transform businesses and have our
voice captured. Despite Sustainability being the de-
fault policy, we do not always vote in line with ISS’
recommendation. Each proposal is independently
scrutinised to ensure it aligns with the broader strat-
egy we are pursuing with the company, as well as to
ensure there are no unintended outcomes.

In total, we voted against management 258 times in
2022, around 8% of all votes.

How we voted

Against management 8%

Against ISS recommendations %

Beyond our own Sustainability policy? 2%

Source: LGT Wealth Management voting data, ISS, accessed 31 Dec 2022

The largest share of votes against management per-
tained to director re-elections. There are a number
of reasons for this and each case is reviewed on an
independent basis. For example, we vote against the
chair of the board or committee when we feel they
are not taking the company in the best direction for
the long term, their appointment is deemed a con-
flict of interest or they are no longer creating share-
holder value.

Votes against management

..Director election 38%
..Environmental and social 32%
..Compensation 17%

..Director related 3%

..Other 3%

..Capitalisation 2%

..Strategic transactions 2%
..Corporate governance 2%
M. .Routine business 1%

Source: LGT Wealth Management voting data, ISS, accessed 31 Dec 2022

The second most important reason we vote against
management is for environmental and social rea-
sons. These can include plans on gender and ethnic-
ity reporting, proposals on climate change transition
plans orissues of labour discrimination. We will often
vote to support shareholder resolutions where the
ask is reasonable and there are no unintended costs
for the company.

Compensation is another issue we routinely scruti-
nised during 2022. It is in the interest of all share-
holders that executive renumeration is regularly eval-
uated, guided by open and transparent KPIs or
structures, and rewards behaviour and achievement
of executives. It is best practice for companies to give
shareholders a say on pay, allowing them to approve
changes in the renumeration report or via an annual
vote on the renumeration report.

2 'Beyond our own sustainability policy’ refers to the custom benchmark we have chosen with ISS, our proxy adviser. This will refer to a vote where we chose

to diverge from the advice and follow our internal decision.



Voting: case studies

.I e Executive pay
INEQUALITIES

VN
‘ — ’ of pay packages that we as share-
|

In 2022, there were a number

v holders viewed to be dispropor-

tionate in light of company per-

formance and rising input costs.
PEACE, JUSTICE : .

]B AND STRONG One example is the renumeration

INSTIUTIONS package that was awarded to

i

Y,

= Chase & Co.

Jamie Dimon, CEO of J.P. Morgan

J.P. Morgan offered shareholders an advisory vote on
their CEO’s pay package. An advisory vote is one in
which shareholders can express their opinion, but
the outcome of the vote is not binding. Dimon’s total
compensation was USD 96 million, with a one-off
bonus payment of USD 34 million payable in 2022.
Shareholders questioned the lack of transparency
and awarding of the bonus, following a year when
J.P. Morgan’s profits were down 22%. 69% of share-
holders voted overwhelmingly against the pay pack-
age, however management still went ahead and
awarded Dimon the pay.

Fossil fuel lending
at the big banks

The 2021 International Ener-
gy Agency’s (IEA) report stated
that to reach net zero by 2050 all

new oil, gas or coal development

l CLIMATE

e must cease immediately. As re-
sponsible stewards, we screen
@ the revenue and loan books of
= financial institutions. We consid-
er not only the net position, but
also the direction of travel that the institution is tak-
ing, any new loans and their value.

The Interfaith Center on Corporate Responsibility
(ICCR) filed a number of shareholder resolutions at
the world’s largest fossil fuel financers. The
resolutions urged the banks to “Adopt a Fossil Fuel
Lending Policy consistent with the IEA’s NZ by 2050
Scenario” in order to remain credible in their net zero

commitments.

In April 2022, we reviewed the proposals and found
that Bank of America, J.P. Morgan, Citi and Wells
Fargo were among the top five fossil fuel financers

Fossil fuel funding 2016 to 2020

317
300 —
223 237
198
200 gmm— — — —
2 100 —— — —
S
=
a
> 0 — — —
Bank of Wells Citi J.P. Morgan
America Fargo Chase

Source: www.ran.org/publications/banking-on-climate-chaos-2021/

and, despite their pledges to tackle climate change,
their proportion of lending to oil majors had in-
creased. Following approval from the International
Equity Committee, we decided to act against ISS’
policy and support the shareholder proposals. Whilst
not reaching majority support, the proposals gar-
nered 12.8% support which is over the SEC's re-
quired 5% in order for a proposal to be submitted
again.

T— Biodiversity rises to
AR ENTN investor's attention
Biodiversity is a relatively new
area for investors and sharehold-
ers, with many only just begin-
ning to map their impact and
dependencies on nature. Procter
& Gamble (P&G) is a consumer
goods company that produces
commonly used products like
Bounty kitchen roll, Charmin toi-
let paper, Always period products
and Pampers for babies, which
are all products highly dependent
on natural resources like forests.

During 2022, Friends of the Earth filed a notice urg-
ing shareholders of P&G to oppose the re-election
of three board members for insufficient action on
deforestation.

Last year, we had voted against the re-election of
one of these board members, Angela Braly, for her
lack of commitment on deforestation as chair of the
Public Responsibility Committee, as well as her con-
flicting role on the board of ExxonMobil, an oil and
gas company.

We engaged Nature Alpha, a leading biodiversity
data provider, to crosscheck the claims by Friends of
the Earth and, using geospatial data and supplier
location coordinates, it was clear that P&G's supply
chains were having an impact on Canadian primary
forests and the Indonesian rainforest’s size and
species density. Forests play an important role in
sequestering carbon to protect against global
warming and allowing for biodiversity. Following this
analysis, we decided to vote against Angela Braly’s
reappointment to the board, as well as the Board'’s
chairman and CEQ, Jon Moeller and Patricia Woertz
respectively.
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Our owner’s long-term vision is
synonymous with our stewardship
approach, allowing us to engage
with companies to futureproof them
for the green and just transition.

Phoebe Stone, Head of Sustainable Investing

Engagement summary

We view engagement as reactive and proactive dialogue with
investee companies and fund managers, conducted either
directly or through collaboration with other investors who share
similar views.

Engagement plays a key role in understanding the In 2022, we focused our efforts on building our fund
motivations of our investee companies and comple- manager engagement programme, as well as con-
menting our research analysts’ knowledge. All of our  ducting a series of direct engagements with compa-
engagements are constructive and collaborative, nies on topics such as diversity and inclusion, linking
whilst also usually looking to share insights at indus-  compensation back to ESG and climate goals, and
try or company level, and to aid development on a climate lobbying.

specific topic.



Engagement:
case studies

g oo Engaging with UK listed

el companies and the
investment trust industry
on diversity

The UK Parker Review was
announced in 2016, encouraging
Sl cthnic diversity on UK boards.
The series of recommendations

on enriching business leadership

o

through ethnic diversity includes
targets applicable to FTSE 100
‘I REDUCED from 2021 and FTSE 350 compa-

INEQUALITIES _
o nies from 2024.

(=)

v As a UK-based wealth manager

with large holdings in the UK
investment trust landscape, we decided to
demonstrate our commitment to ethnic diversity at
board level by tackling the lagging market segment
and pushing for greater change. It is important to us
to consider all facets of encouraging diversity and to
ensure companies take a thoughtful, process-based
approach, with any appointments made in line with
best fit for the board rather than being tokenistic
efforts.

For this reason, our engagement approach focused
on the appointment process of ethnic minority
background directors, from board succession
planning to the appointment of an executive search
party and D&I clauses which could be integrated into
recruitment RFPs and job descriptions.

In the first instance, we wrote to investment trust
executives to inform them of our understanding of
the Parker Review and its recommendations, as well
asour desire for this segment of the market to comply
ahead of any mandatory requirements to come. We
also emphasised our significant influence through
voting and our desire to support the board’s longevity
through consistency in directorships, despite this at

times going against recommendations from our
proxy voting adviser. In doing so, we often convinced
the investee we were on their side.

Following the letters, we had a number of successful
meetings with executives, board members and board
chairs, during which we presented the importance
of having an inclusive hiring and onboarding process.
We requested trusts disclose a roadmap or plan to
comply with the Parker Review recommendations in
their bi-annual reports so that investors could
understand their commitment. In one instance, a
chairman also committed to publicly report diversity
traits for the board members.

The focus on process rather than outcome was one

that gained us favour with the boards, and one we

have since seen changes from. For example a large

UK entertainment company in our portfolio was one

of the companies in scope of our engagement.

= We wrote to their investor relations team to under-
stand their roadmap for improving ethnic diversity
at the board level.

= The company was quick to respond and tell us in
confidence that their candidate whom they were
due to announce at the upcoming AGM had
dropped out due to COVID-19 related reasons and
that they were re-enlisting their executive search
party to find someone with similar credentials.

= They were keen to show us their diversity policy as
well as the training they had put the board through.
The company also stressed that they may not be
able to update us ahead of the AGM, but the open
communication and strong policies gave usenough
confidence to ascertain their genuine commitment

to improving ethnic diversity on their board.

Therefore, we decided to vote in favour of all di-
rectors and we were pleased to see that, only a few
weeks after the AGM, they announced the ap-
pointment of their first South East Asian director.

ot
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CLIMATE Engaging on climate
13 e -
lobbying
a Climate lobbying is the act of
=4 directly lobbying and/or spending

money to block or delay regula-
tions designed to avert the climate crisis.

In the US, lobbying was highly regulated until the
2010s, when political spending at the Federal level
reached a record figure of USD 3.5 billion following
the passing of the Affordable Care Act (also known
as ObamacCare). Since this initial boom, political
spending in the US has continued to swell: the 2020
Presidential Election saw flows exceeding USD 14
billion. A lot of this spending is considered ‘dark
money’, as companies are not required to report their
spending nor how their donations align to broader
corporate purpose or societal progress. This lack of
transparency makes it difficult to track and follow

flows.

In September 2022, several companies and fund
managers came under scrutiny for their sponsorship
of the State Financial Officers Foundation (SFOF), a
US organisation that champions freedom of speech,
society and civil discourse. Whilst the SFOF have
done important work around financial education,
their corporate lobbying efforts have focused on try-
ing to undermine climate efforts such as the SEC's
proposed climate risk and disclosure rule and through
interests with the American Petroleum Institute.

X

A

It came to light that one of our fund managers was
a gold sponsor for SFOF and another was a silver
sponsor. We reached out to the managers as soon
as we became aware of the issue, expressing our
discomfort. We took a stronger approach with the
first manager, one we use for money markets across
multiple solutions including in our sustainable port-
folio, where there was a clear conflict in values.
Whilst investor pressure led to both managers ending
their sponsorship and membership of the SFOF, we
made the decision to replace this first fund in sus-
tainable portfolios to ensure close alignment with

clients’ interests.

We also identified several companies who were
sponsors of the SFOF, including Mastercard Inc. and
Visa. To us, this issue highlighted a broader problem
of misalignment of political spending and stated val-
ues. For example, Mastercard states that it is “com-
mitted to doing well by doing good”, a vision that
inspires “everything” the company does. Further-
more, the company has a net zero by 2040 goal and
openly proclaims its efforts in addressing scope three
emissions. However, this vision appears to be mis-
aligned with the company’s political expenditure, as
supporting SFOF could harm Mastercard’s chances
of meeting its targets. This has prompted us to un-
dertake a larger engagement stream on the incon-
gruency of political spending, including asking com-
panies to publish their political expenditure reports,
including nominal spending amounts and linking
these donations back to mission statements and
company values.
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Collaborative initiatives

At LGT Wealth Management, we have joined several
collaborative engagements to engage on issues alongside
other like-minded investors. Collaborative initiatives allow
us to amplify our voice by pooling assets and sharing
research, as well as presenting a unified front.

Climate Climate Action 100+
Action1@ Climate  Action 100+

(CA1004) is an investor-led in-

itiative to ensure the world’s
largest corporate greenhouse gas emitters take nec-
essary action on climate change. With 700 investors,
representing USD 68 trillion in assets under manage-
ment, CA100+ is the most prominent collaborative
engagement initiative to date.

B advance Advance

Astewardship initiative for

homan fighis and socil etues Advance is a stewardship
initiative where institutional
investors work together to take action on human
rights and social issues. Investors use their collective
influence with companies and other decision-makers
to drive positive outcomes for workers, communities
and society in the mining and metals and renewables
sector. Advance is endorsed by 220 investors repre-
senting USD 30 trillion in assets.

02 Financerr | N€ Finance for

@S Bicdiversity  piodiversity Pledge
and Foundation

The Finance for Biodiversity Pledge and Founda-
tion is an investor-led network of 126 signatories
with EUR 18.8 trillion in assets that looks to recognise
and protect nature, by taking ambitious action on
biodiversity. We are part of a working group called
Nature Action, which is establishing a collaborative
engagement initiative on the worst companies in
terms of their impact on biodiversity.

The 30% Club UK
Investor Working Group
The 30% Club UK Investor
srowTH THROUGH DIVERSITY - \Norking  Group was estab-
lished in 2011 and brings to-
gether more than 40 investors with GBP 11 trillion in
AUM to drive changes with companies on inclusion
and diversity.

FAiESE ¢
ES=S= FAIRR is the Farm Animal

A COLLER INITIATIVE _
Investment Risk and Return

Initiative, a collaborative investor network that raises
awareness of the material ESG risks and opportuni-
ties caused by intensive livestock production. FAIRR
has over 320 investor members representing USD 67
trillion in AUM.

Collaborative

Initiatives: case study

13 oo Climate Action 100+

ol A total of 159 focus compa-

nies are measured annually on

i'
-

improve governance and strengthen climate-related

their progress against CA100+'s
‘Three Asks' (to cut emissions,

financial disclosures) and business alignment with
the goals of the Paris Agreement. The latest report
from Climate Action 100+, published in October
2022, sees improvements across the world, especial-
ly in Europe.?

Each focus company is measured against the
following criteria and scored on their ability to meet,
partially meet or not meet the criteria.

CA100+ criteria and scoring

Net zero GHG emmissions by 2050 ambition
Long-term (2036-2050) GHG reduction targets
Medium-term (2026-2036) GHG reduction targets
Short-term (up to 2025) GHG reduction targets
Decarbonisation strategy
Capital alignment
Climate policy engagement
Climate governance
Just transition

0 TCFD disclosure

= OV 00 NO Ul b WN =

NO. DOES NOT MEET ANY CRITERIA
@ PARTIAL, MEETS SOME CRITERIA
& YES. MEETS ALL CRITERIA
@)

%)

NOT CURENTLY ASSESSED
NOT APPLICABLE

Source: CA100+

European results
The hard work of many investors across Europe

is beginning to show results. Corporate net zero

commitments have strengthened and are translating

into long- and short-term targets.

= 100% of European focus companies have now set
a net zero target, with 81% also covering scope
three emissions (representing a 400% increase
since March 2022)

= 63% of Institutional Investors Group on Climate
Change (IIGCC) companies have a 1.5°C aligned
long-term target (representing a 42% increase
since March 2022)

= 40% of European focus companies have short-
term targets aligned to a 1.5°C pathway (repre-
senting a 20% increase since March 2022).

Global results
The updated assessments show that focus com-

panies have continued to improve their disclosures,

as shown by the Disclosure Framework, since March

2022. The results show that:

= 75% of focus companies have now committed to
achieve net zero emissions by 2050 or sooner,
across all or some of their emissions footprint (up
from 69% in March 2022).

= Over a third of focus companies have set long-term
targets that align with a 1.5°C pathway (an in-
crease of 9% from March 2022)

= 92% of focus companies have some level of board
oversight of climate change (a slight increase from
90% in March 2022)

= 91% of focus companies have aligned with Task
Force on Climate-related Financial Disclosures
(TCFD) recommendations either by supporting the
TCFD principles or by employing climate-scenario
planning (small increase from 89% in March 2022).

3 www.climateaction100.org/wp-content/uploads/2022/10/October-2022-Benchmark-interim-assessments_public-summary_Final_130ct22.pdf



Fund manager

engagement

As the majority of our assets are invested in third

party fund managers' products, we believe that a key

part of our role is acting as the intermediary for our

clients. It is important therefore to extend our stew-

ardship practices into the collectives space.

On an ongoing basis

&

Monthly

We track all fund performances,

risk characteristics and volatility
profiles. We review the holdings
against our mandate and ensure

the client’s values are being upheld.
We also review any key controversies
on a monthly basis.

(44
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Quarterly

We compile all holdings in every
fund and run them through our
sustainable rating tool, S-Max, for
scoring changes. We contact every
manager to understand buy and
sell decisions, as well as their
rationales for those actions. We
also engage with the managers on
any engagements with companies
and their outcomes.

Extending our stewardship

efforts to our fund managers was
a natural progression given
regular close contact.

Siobhan Archer, Sustainable Investing Specialist

@

Annually

Every year, we do a full review
of all of our funds in terms of
performance on key issues as
part of our fund manager
engagement. They respond

to 150+ questions and share
voting stats and engagement
case studies.

In the spring of 2022, we began our fund manager
engagement. We wrote to our sustainable fund man-
agers with a 150+ due diligence questionnaire (DDQ)
requesting information on seven of our key sustain-
ability issues (see below). Following a successful pro-
gramme, we extended the questionnaire to all core
managers as well, receiving responses from nearly all
managers.

What did our DDQ
include?

= 7 sustainability areas

= 150+ questions

= Fund plus entity level

= Responses from over 80 managers

>~
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Following the data collection exercise, we have now
beenabletocompareourfundsbasedonsustainability
KPIs. This has allowed us to distinguish the sustainable
focused managers from our core managers. Using
internal dashboards, we can now review over 80
managers across multiple different issues. The
dashboards also allow us to quickly highlight areas
of improvement or discrepancies, enabling us to
shape our engagement into tangible and measurable
outcomes.

Fund manager engagement results

We are now in the process of combining all the
findings and data points into an overall report on our
fund managers’ sustainability performances which
will help us prioritise areas for upcoming engage-
ment activities. Initial responses indicate that whilst
climate is top of every investor's mind, human rights
and biodiversity are areas requiring more attention.

Responsible investment policy

The PRI defines a responsible investment policy
as a strategy and practice to incorporate ESG factors
in investment deicisons and active ownership.

Out of the 81 funds we asked, 89% of the funds
had some form of a responsible investment policy
(95% for sustainable funds). This is in line with

expectations.

Responsible investment policy

10% 5%

M. Yes
.No

All funds  Sustainable

funds

Source: LGT Wealth Management
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Sustainable investment objectives

Linking sustainable investment objectives to var-
iable compensation for company executives is useful
in that it prioritises sustainability at the management
level and holds management accountable on the
progress of these objectives.

58% of fund managers said that the companies held
in their fund have sustainable investment objectives
linked to variable compensation. Looking at the sus-
tainable funds, this drastically increases to 79%.

41% 21%

M .Yes
..No

All funds  Sustainable
funds

Source: LGT Wealth Management

Net Zero commitments by Fund Managers

Nearly 80% of sustainable fund managers had
net zero commitments, often which extended to the
fund level and associated securities. Encouragingly,
non sustainable fund managers also had a high com-
mitment rate to net zero by 2050 demonstrating the
popularity and importance of this target.

31% 21%

M. Yes
..No

All funds  Sustainable
funds

Source: LGT Wealth Management

Sustainable Finance Disclosure Regulation
(SFDR)

While not yet implemented in the UK, we had
asked our funds whether their funds aligned to the
SFDR or the equivalent EU regulation.

70% of funds confirmed an alignment to either Ar-
ticle 6, 8 or 9. We suspect with the UK's recently
proposed Sustainability Disclosure Requirements
(SDR), a higher percentage of funds will adhere to
sustainability disclosures.

5%
28%
16% :
M. Article 6
7. Article 8
.Article 9
N/A

All funds  Sustainable
funds

Source: LGT Wealth Management

Climate Scenario analysis

Despite the high level of commitment to net zero,
we found that this didn’t translate into climate sce-
nario analysis across fund types. This observation can
be attributed to the difficulty of data capture and
accurate modelling tools to predict climate impacts
on portfolios, however is one that we will engage
managers on to ensure it becomes an area of focus.

67% 53%

W .Yes
..No

All funds  Sustainable
funds

Source: LGT Wealth Management

Data represents 81 funds used across LGT core products, of which 19 who responded were dedicated sustainable funds.
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Public Policy Advocac

Sustainable investors are only as good as the envi-
ronment in which they work, therefore we view it as
part of our responsibility to work together with in-
ternational partners, networks and initiatives to raise
awareness on ESG issues and drive change in regu-
lation and policies. This involves sitting on practition-
er working groups, signing onto investor statements
and responding to consultations.

Industry working groups

LGT Wealth Management employee

Network group and role

Phoebe Stone, Head of Sustainable Investing and
Intermediary Investment Services

FCA's Disclosures and Labels Advisory Group
DFM Connect

Joanna Shackleton, Member of the LGT Wealth
Management Board, Head of Human Resources

City of London Social Mobility Taskforce Member

Charlie Fisher, Senior People Officer

PIMFA, 40 under 40 ESG working group

Siobhan Archer, Sustainable Investment Specialist

PRI, Global Policy Reference Group Member

Abika Martin, Investment Manager

ACT Stewardship Council

Consultations and policies

We believe that, as investors, we have a duty to
shape the financial system in a way that is conducive
to a more sustainable future. Our voice as wealth
managers differs to the usual feedback regulators
hear from banks and asset managers. We use con-
sultation opportunities to advocate for our interme-
diary financial adviser partners and to share concerns

and interest from our private clients.

Name of consultation Proposer Date responded
FCA first consultation on Sustainability Disclosure Regime and investment labels ~ FCA Dec 2021
Charities Commission “Responsible investment guidance” consultation Charities Commission 20 May 2021
FCA second consultation and proposal on Greenwashing and SDR FCA Nov 2022
BEIS call for evidence on net zero BEIS 27 Oct 2022
PRI's SEC sign-on letter on mandating GHG emissions reporting SEC 14 Oct 2022
PRI Policy Handbook PRI 01 Sep 2022
TNFD beta v.2 Framework TNFD Jul 2022
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Investor statements

Investor statements or sign-on letters are a great
way for us to amplify our voice by joining up with
like-minded peers on a particular issue. This year, we
focused our asks on climate change and biodiversity.

We've signed the 2022 Global
Investor Statement to urge

global governments to raise
their ambition on climate policy

The 2022 Global Investor Statement to
governments on the climate crisis

Alongside 603 other signatories, representing US
USD 42 trillion in assets under management, we
signed the investor statement to governments on the
climate crisis.

As investors committed to net zero, we recognise the
role of the private sector in driving and influencing
solutions that will enable the world to stay on track
with 1.5°C of warming.

Ahead of the 27th United Nations Climate Change
Conference (COP27) held in Egypt in November
2022, we - alongside hundreds of investors around
the world — called on governments globally to en-
trench five priority climate asks into their national
legislation.

Effective policies, in line with limiting global warming
to no more than 1.5°C, are essential for accelerating
and scaling up private capital flows needed for a
climate resilient, net-zero transition. You can read
more about the asks here.

'Moving together on nature': statement from
the private financial sector to the Conference
of The Parties to the Convention on Biological
Diversity

Against the backdrop of a volatile world, human-
ity is facing a triple planetary crisis of climate change,
biodiversity loss and pollution. These impact millions
of people around the world, especially the most vul-

nerable, as well as future generations.

Coordinated action is needed. We cannot reach net
zero without halting and reversing nature-loss, and
we cannot tackle biodiversity loss without tackling
climate change. We, the financial community, have
a role to play in this complex ecosystem.

Therefore, we alongside the UNEP Finance Initiative
(UNEP FI), the PRI, and the Finance for Biodiversity
Foundation and 150 other financial institutions, rep-
resenting USD 24 trillion in assets, called upon dele-
gates of COP15 to adopt an ambitious Global Biodi-
versity Framework.

COP15
Statement from the
private financial sector

Proud to be a signatory
Committed to supporting the effective alignment
of the proposed Global Biodiversity Framework
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9

Acting as responsible stewards holds
great promise for investors to bring
about favourable environmental, social
and governance changes.

H.S.H. Prince Max von und zu Liechtenstein, Chairman LGT
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Important information

LGT Wealth Management UK LLP is authorised and
requlated by the Financial Conduct Authority (“FCA"). Our
regulation details are setoutinthe FCAregister: Firm Reference
No: 471048; register.fca.org.uk/. Registered in England and
Wales: 0C329392. Registered office: 14 Cornhill, London,
EC3V 3NR.

LGT Wealth Management Jersey Limited is incorporated
in Jersey and is reqgulated by the Jersey Financial Services
Commission in the conduct of Investment Business and Funds
Service Business. Registration number: 102243; www.
jerseyfsc.org/industry/regulated-entities, Registered office:
30-32 New Street, St Helier, Jersey, JE2 3TE

LGT Wealth Management US Limited is authorised and
requlated by the Financial Conduct Authority and is a
Registered Investment Adviser with the US Securities &
Exchange Commission (“SEC"). Our regulation details are set
out in the FCA register: Firm Reference No: 585547 register.
fca.org.uk/ and the SEC Investment Adviser Public Disclosure:
www.adviserinfo.sec.gov/IAPD/Default.aspx. Registered in
England and Wales: 06455240. Registered Office: 14 Cornhill,
London, EC3V 3NR.

This publication is marketing material. It is for information
purposes only. Certain services described herein are not

available to retail clients as defined by the FCA or the JFSC, as
applicable; please speak to your investment adviser for further
clarification in this regard. All services are subject to status
and where local regulations permit. The wording contained in
this document is not to be construed as an offer, advice,
invitation or solicitation to enter into any financial obligation,
activity or promotion of any kind. You are recommended to
seek advice concerning suitability from your investment
adviser. Any information herein is given in good faith, but is
subject to change without notice and may not be accurate and
complete for your purposes. This document is not intended for
distribution to, or use by, any individual or entities in any
jurisdiction where such distribution would be contrary to the
laws ofthatjurisdiction or subjectany LGT Wealth Management
entity to any registration requirements. When we provide
investment advice it is on the basis of a restricted approach
that is to say, whilst we review and advise on retail investment
products from the whole of the investment market.

Investors should be aware that past performance is not an
indication of future performance, the value of investments and
the income derived from them may fluctuate and you may not
receive back the amount you originally invested.
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