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Setting the scene:
An uncertain economic
environment. . .




UK inflation remains high, even if it is now declining

Latest headline inflation print 7.8%, down from a high of 9.8%

%, annual change in consumer prices (measured by the CPIH index)
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... and this has led to a major squeeze on mcomes

Amount needed each week for a single working adult
to reach the minimum standard of living in the UK"

H 2021 W 2022
£57.09

Food and drink £74.06

Social and cultural participation _£44'82 £64.86

e £43.30
TraVe —— 3326

: I £ 13.50
Domestic fue| p—— £30.97

. I
Other housing COStS pu— g;%

. S— Total amount needed
Personal goods and services _m?f_226,22 each week increased by
. N £17.72 +26.8%
Household goods and services g £25 89 from £231.33in 2021
B £0.46 to £293.28 in 2022.

Clothing p'r13 63

* Excluding rent and childcare
Source: Joseph Rowntree Foundation
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US recession probability remains elevated

Bloomberg Economist Survey
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2022 bifurcation in markets — Energy and the rest
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Source: Investec, FactSet
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The macro challenges facing
charities In the UK

Costof Living Crisis — Aperfect storm consisting of the cost-
of-living crisis, a massive increase in demand and a reductionin

funding streams

Energy Crisis —The increased costs are being feltby both
charities and the beneficiariesthey serve

Climate Crisis — The war in Ukraine has disrupted global
supply chains for energy, which has changed the conversation

on climate change

Investec 2023
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Setting the scene:
ESG and the debate
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ESG iIssues cover a wide range of topics

Navigating your way through complex and wide-ranging issues relating to ESG can be challenging for charities

Greenhouse Gas Emissions
Environment Waste Renewable Tre=s

EXtreme cuomepiasic Carbon

weather

Biodiversity
Endangered ]
Climate Change  pg||ution

Deforestation eissions

e Vvater Security  Clean Green

Temperature
increase

Resource
depletion Energy Land

Waste

Environmental
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gafety  Relationships  prvacy

- Human rights....

“emtons Financial_Safety ==
Modemn slavery H
ealth
Supply
chain Privacy
Communication
Belonging . ll‘la bDU r
Equality vetpeceress
Development  responsibility
Inclusion Working
Child labour conditions
Employee Healthcare

relations Heamn o Community

5'—'PF"F§WE6MC i a I Human

Ownership  Materiaiity

Anti-Corruption_  Risk management

Corporate COMPEtitive ..
Codes of conduct Board diversity
Bribery
Transparency

ESG integration

L Trade association

Financial Diversity
= Stress
BUSI”BSE Crizi= management testing
Board structure
Executive Tax
. Systems and
remuneration procedures
Supply chain . Donations
management Pay Equahty Control

Governance

Business ethics



Two meanings carried by ESG

N
“ESG has carried two meanings from birth. The first meaning is that used by
Regulators have never bothered disentangling portfolio managers

them, so the whole industry speaks and behaves

at cross purposes” O

The second relates to individuals
trying to do the “right thing”

Source: Kirk, S. (2022)



https://www.ft.com/content/4d5ab95e-177e-42d6-a52f-572cdbc2eff2?emailId=449e7c0f-f451-495a-9530-d07893913f2e&segmentId=b24b7365-3058-3306-740e-9eeee4834a62

Risk ratings

As MSCI, one of the largest global ESG data
providers put it, “‘ESG ratings are designed for one
purpose: to measure a company's resilience to
financially material environmental, societal and
governance risks.” (MSCI, n.d.)

They tell us nothing about the “goodness” of those
companies.

12 Source: MSCI (n.d.)



https://www.msci.com/our-solutions/esg-investing/esg-ratings/what-esg-ratings-are-and-are-not
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Butler-Sloss Vs Charity
Commission

>

>
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Charitable trustees’ overarching duties are to further their
charities’ purposes

This is normally achieved by maximising the financial returns on
their investments at an appropriate level of risk

Recentjudgementuseful in clarifying how existing legal
principles should be interpreted in a modern context, but no
fundamental change to the principles

Trustees have wide discretion on how to investment on non-financial
grounds. However, this needs to be balanced with any potential
financial detriment and they need to evidence their decision-making

The Charity Commission has started a process of redesigning
CC14to ensure that is easier to follow. That is expectedthis
summer
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Different perspectives and
preconceptions:
How our clients are responding




A client case study: Education Charity — don’t do any of
that ESG stuff!

A charity set up through the sale of land to provide grants and
scholarships

Small trustee board that view their fund as a long-term total
return endowment and the trustees want to maximize returns
to supportas many students as possible

Requested as few restrictions as possible with focus on
maximizing returns and where initially anti-ESG

15 Investec 2023
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A client case study: Art’s Charity — ESG all the way!

Environment

Investec 2023

Connected to education and the arts and keen to be
environmentally aware, so had substantial exclusions and
screening requirements.

The trustee wanted to be at the forefront of the industry and were
also keen not to displease key stakeholders such as donors,
students etc. and requested a high volume of restrictions.

Last year, for example, Oil, Basic Matenals, Tobacco and
Aerospace & Defence were collectively up 32%.

Companies with belowaverage
environmental management
Coal

Oil and Gas, Tar Sands
Abattoirs

Fur

Palm Oil (manufacturers/users)
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Is there a right approach to ESG

Investing?
The importance of understanding
the views of your key stakeholders




Charity stakeholders and ESG investing

Transparency and positive communication with key stakeholders is important

Trustees, Exec and Staff Donors Beneficiaries
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Spectrum of capital — ESG to Impact

Investec 2023

ESG Risk Integration

Sustainable investment

Impact investment

Additionality and Intent.
‘Would this have happened
without me?’
Investor level Impact

1

Double Materiality.
‘What is the impact of the
company on the world?’
Enterprise level Impact

Double Materiality.
‘What is the impact of the
company on the world?’

Enterprise level Impact

L

-1

Single Materiality.
‘What is the impact of the
world on the company?’

Single Materiality.
‘What is the impact of the
world on the company?’

Single Materiality.
‘What is the impact of the
world on the company?’
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Ethical & Responsible Investing at Investec

ESG considerations are embedded into our investment process & monitored throughout

Engage

Meetings with company
senior management carried
out by our in-house analysts
and voting to encourage

a positive impact

Investec 2023

Screen

Use of Sustainalytics to look for
positive impact and negative
screening allows tailoring to
meet your ethical exclusions

Score

Sustainalytics allows ability to
delve deeply into companies’
ESG credentials & evaluate
material risks

Report

Use of CDP scores, Sustainable
Development Goals (UNSDGSs)
and measuring your portfolio
carbon footprint

=PRI

THE UK
STEWARDSHIP

Frinciples for
Responsible
Investment

Climate ™—
Action 100+

THE INVESTOR FORUM



Conclusion: it’s all about you

» Getting it right is not easy - be guided by the charity’s mission
and values

» Consider all implications - NB: financial, reputational, etc.

» Ensure your Investment Policy, including ethical requirements,
accurately reflects your wishes and is kept up to date

» Utilise your investment manager — they “see the market”, have
substantial expertise in this area and can provide guidance

» Work out how much you can handle periods of weaker short-term
performance — What is your tolerance for shorter-term periods of
underperformance?

» Start talking about what you actually mean when you use the “ESG”
acronym — this can help avoid confusion and division

21 Investec 2023
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Thank you
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Contact Detalls

Nicola Toyer Tom Holbrook

Head of Charities Investment Director

Email: nicola.toyer@investec.com Email: tom.holbrook@investec.com

Belfast 02890321002 Edinburgh 01312265000 Liverpool 01512272030
Birmingham 01212320700 Exeter 01392204404 London 0207597 1234
Bournemouth 01202208100 Glasgow 01413339323 Manchester 01618326868
Bristol 01172444860 Guildford 01483304 707 Sheffield 01142755100
Cheltenham 01242514756 Leeds 01132454488

Investec Wealth & Investment Limited is authorised and regulated by the Financial Conduct Authority and is a member of the
London Stock Exchange and the Investec Group. Please note that the value of investments and the income derived from them may
fluctuate and investors may not receive back the amount originally invested. Past performance of an investment is no guide to its
performance in the future. Current tax levels and reliefs may change and the investments and investment services referred to may
not be suitable for all investors.

Investec Wealth & Investment Limited is registered in England.
Registered No. 2122340. Registered Office: 30 Gresham Street. London. EC2V 7QN : -
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