The Australian Institute of Superannuation
Trustees

* national not-for-profit organisation whose mission
IS to promote and protect the interests of Australia’s
$450 billion not-for-profit superannuation sector

membership includes the trustee directors and staff

of industry, corporate and public-sector funds, who

manage the superannuation accounts of nearly two-
thirds of the Australian workforce.
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S
e Diversification is the key

* Asset classes
— Cash
— Fixed interest
— Property
— Australian equities
— International equities

— Alternatives (eg. infrastructure, Private equity,
hedge funds)



* Fiduciary duty — invest for members’ financial
benefit

e SIS — Investment strategy must have regard to
“the risk involved in making, holding and
realising...... the entity’s investments”

e ESG risks:

— Environmental
— Social
— Governance

* Climate change risk is part of the “E”



o AIST/Climate Institute survey:
— 83% believe fiduciary duty incorporates ESG
— Building climate change capabillities
— Increasing engagement with investees

* Minister requests APRA review Guidance
on ESG iIssues In Investment



e
e Physical
e Litigation
 Regulatory
o Competitive
 Market
* Reputational
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* NGERS

« CDP

e ESG

« UN PRI



e
o Extra-financial reporting improves accuracy

Reporting beyond financials
A * Higher predictability
* Lower spread in forecasts
* Increased confidence
* Less volatility
* Enables anticipation

Company 1

lower spread Financials only

* Lower predictability

* Higher spread
in forecasts

* Lower confidence

Accuracy of forecast
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>
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Lower earnings Higher earnings

Source: World Watch Issue 12004, PwC; Schroders, Kirchoff Consultants, 2005









e Sectoral diversification will remain
Important

* Trustees will respond by underweighting
underperforming companies

 You are competing against your peers

 Engagement by investors on ESG iIssues
will increase

* Build strategic capabillity to tackle carbon
risks



e
* Energy efficiency firmly on investors’ radar

 Improve your performance against your
neers

* Pursue low-hanging fruit

* Investors will look for strategic, long term
management of carbon risks
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