Investec Responsible Investment Equity

Malcolm Gray

Out of the Ordinary®

& Investec

Asset Management



Communicating and explaining problems often requires a
different perspective
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Changing the system

® Top down
— Ecosystem approach

— Thematic approach

® Bottom up
— Information
— Frameworks
— Modelling
— Application

Page 3

& Investec

Asset Management



Changing the system

STAATSKOERANT, 4 MAART 2011 No. 3:

Top Down

GOVERNMENT NOTICE

NATIONAL TREASURY

No. R. 183 4 March 2011

PENSION FUNDS ACT, 1956: AMENDMENT OF REGULATION 28 OF THE
“28. Asset spreading requirements

Preamble

A fund has a fiduciary duty to act in the best interest of its members whose benefits
depend on the responsible management of fund assets. This duty supports the
adoption of a responsible investment approach to deploying capital into markets that
will earn adequate risk adjusted returns suitable for the fund's specific member
profile, liguidity needs and liabilities. Prudent investing should give appropriate
consideration to any factor which may materially affect the sustainable long-term
performance of a fund’'s assets, including factors of an environmental, social and
governance character. This concept applies across all assets and categories of
assets and should promote the interests of a fund in a stable and transparent
environment.

Bottom Up
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Investec IAL Rl Equity Fund
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Shifting the conversation

< Stewardship | Investec Asset Management UK Region | United Kingdom - Windows Internet Explorer

()

@E}r - |'~ bt /Aweew investecassetmanagement. com/united-kingdom,/about-us/stewardship/ v ‘ || X ‘Google ‘ 2°
File Edit View Favorites Tools Help
WVICATEE w
W ['. Stewardship | Investec Asset Manag. .. l ‘ : i - B - #® - [5FPage v & Tools »
Out of the Ordinary™ ) -~
9 News & Press Contact Us Investec Group B
@ Investec 58 [bnies ngion 9]
O Search Go »
Asset Management |Inet'rtuticnalln-.-setcr w |
UK Home / About Us ! Stewardship
Stewardship
About Us
Investec Asset Management embraces the concept of active stewardship. We are remunerated
by our clients for being stewards of their assets whilst they invest with us and therefore we
Al CEO Message recognise this places various responsibilities on us.
N Awards =
. Qur primary ahjective is to ensure that we allocate our
& [esar el Capa e, clients' capital as efficiently as possible to preserve their
K Stewardship - . wealth over the long term. We therefore take an active and
e Prinaple transparent approach to voting and engagement with the
oy W | LR ] for Responsible
Proxy Voting Guidelines EEE PRI Investments companies in our porifolios. We aim to encourage and
FRC Stewardship Code reward better corporate governance and business integrity.
N Peaple & Culture The goal of this is to benefit clients and also improve the
P broader environmental, social realms in which we invest.
A Corporate Responsibility
N Mews & Press 2;;1global proxy voting results will be published quarterly in arrears as of the second quarter
N Help & FAQS ' =
N Contact Us
Stewardship Policy
- Stewardship Policy
# Click here
b, *'to download
Proxy Voting Guidelines & e -
L Results Proxy voting guidelines and results
-
COur alobal proxy voting results will be published auarterly b
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Thematic Approaches

Our thinking construct for combining thematic and fundamentals ideas
Combining a Thematic (Top down) and a Fundamental (Bottom up) approach

Environment, Society

Innovators Implementers

()

4

Scarcity beneficiaries

&

Scarcity Innovators Implementers
~ Water _ Efficiency developers _ Infrastructure developers Understanding our Thematic approach
— Food ~ Tech solutions — Transport providers Environment is one of the sustainability lens’ we look through
— Energy = Alternative or Clean — Capital / Financiers
— Transport tech
- Bu!k materials — Skills solutions Re;:::;:le 'Y;“r;”?}’iégz‘
— Skills — Infrastructure innovators Conastiation Coxbon
. Red
— Capital o Clea,,.% uction
& ot T g
Page 16 | CONFIDENTIAL En[\;este‘c Regulations
sset Managemen
_ sl é § =
Industrial Use kS Technologies
Improved Battery
Materials Development

Icien:
&Y Catalytic Controls
Convertors

We seek to combine ESG thematics within our fundamental framework
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Bottom up, a framework, thinking through the issues

KEY DRIVERS IN FOOD PRODUCTS IMPACT
P&L | = Changing demand for products / packaging (some +ve, some —ve) l
Demand = Decreasing disposable income (and reduced demand) resulting from D
| increased policy-induced energy and related prices
4: = Patential implications for brand value .
Revenuas
Price = Potential food price inflation O

= Weather-related supply chain or logistics disruptions, including potential .
reduced availability of raw material and product

Costs
) Fusd&Vardshla Embedded carbon cost in product life cycle (e.g. energy-related costs D
_______________ associated with production, storage, sale and distribution)

______________ ! = Weather related supply chainflogistics and processing disruptions []
:Balance Sheet! aad °d P g disrup
As : Assets = Extreme weather impacting on location of plant, land assets O
liabilities |
o o e Liabilities
Cost of = |nterest rates
capital Debt ]
= Mature of perceived risks impacting on investor ratings .
Equity

B very Positive [ Positive [ variable O MNegative B very Negative
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Increasing sources of info and tools

r
51 Anglo Platinum Limited Tntangible Value Assessment.pdf - Adote Readr

TT— i

File Edit View Window Help
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INTANGIBLE VALUE ASSESSMENT (IVA)

Anglo Platinum Limited

TICKER: AMS

IVA INDUSTRY: Metals and Mining - Precious Metals
GICS SUB-INDUSTRY: Precious Metals & Minerals
COUNTRY: South Africa

ESG PILLAR PERFORMANCE

Score Weight‘

ENVIRONMENTAL (E) 36 54.0%
SOCIAL (S) 29 23.0%
GOVERNANCE (G) a8 23.0%

Intangible Value Assessment (IVA) measures and analyzes companies’ risk
and opportunities arising from environmental, social and governance
Issues. By assessing indicators typically not identified by traditonal
securities analysis, IVA Ratings uncover hidden risks and value potential for
investors. Ratings range from AAA (best) to CCC (worst). Scares range from
10 (best) to @ (worst]. This report should be read in conjunction with the
IVA Industry Report, where the Key Issues are explained in further detail

PETITIVE S

MSCI

ESG Research

RATING DATE: Mar 01, 2012 IVA RATING

PREVIOUS RATING: AAA

BB

ita Review  View  Addins
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RATING COMMENT

We initiate coverage of Anglo Platinum Limited at "BB' because, although the company in many I

respects has strong management and practices on many key ESG-related issues, several
controversies (including a red-flag by our Impact Monitor team) as well as continued high number of
fatalities tend to indicate that the company is not sufficiently addressing its risk exposure to safety
issues and community opposition.

KEY ISSUE OVERVIEW

Key Issue Scores
Health & Safety [ EEX
Biodiversity & Land Use I -

36

38

>

Clear user values

»

Next Fiscal Vr

HVALUE!
EBIT 24.77%

Share Valuation 23459%

ESG Impact Forward Fiscal Yr

BHP Billiton Pic is an international resources company. The Company's principal business lines
are mineral exploration and production, including coal, iron ore, gold, titanium, farroslloys,

nickel and copper concentrate, as well as petroleum exploration and production. Dually-listed
company with BHP AU.

Reporting Currency

usp

User Currency

P4 Valuation Impact |

Corruption & Instability I ¢

Page 8

5.1
Toxic Emissions & Waste NN :- ESGIEB LI mpact)
Top 3 Companies 28 : 48
- E— e BT I
Lonmin PLC Water Stress 45 E ) 2
53 257% - nfa 35000 1
IAMGOLD Corporation AA Corporate Governance IS 0 0.26% . e
N - N 84 0.00% - nfa 30009 4
Osisko Mining Corporation AA 21.36% - n/a
I 057% - nfa
B Company  Industry Average o01% . e 25000
”
Bottom 3 Companies Etd 000 0% 20000 1
~ 0.00% - nla
- = = — —— = 0.00% - nfa
Workfarce replacement 23 -0.01% - n/a 15000
Pensions - n/a - nfa
Philanthropic contribution 0.0 0.00% - nfa 10008
v r
Total Social -1.66 -0.01% 0.00 0.0%)
ESG provisioning 36 0.01% - nfa 5000 -
Board i e 0.0 0.00% - n/a
Total Governance 3562 0.01% 0.00 0.0%| o
TOTAL ESG EBIT Impact 6769.05 24.77% 0.00 0.0%

#VALUE!

ESG Earnings Impact

2013 EBIT

4 4+ M| Valuation MNTTWATER I

>

Ready |

]
|[Eom sx & 0——@

Source: MSCI Research and Bloomberg ESG Tool



Philosophy: Four pillars of our approach

Fundamental
research

Universe Thematics

Engagement

\r
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MTN: Step 1 - Universe

€p Investec
SRI FILTER )

index 3203 — in the low impact category, with
meoricre [ 7.5% weighting the index
PE 0 UPDATE

DY 2.0
Forward Growth 2.0
Historic Growth 2.0

rourfeciol 20 ® Participation in the CDP
initiative with a moderate CDLI
score of 75, Performance Band

TICKER NAME SECTOR PRICE M'CAP INSRI? GOVERNANCE SCORE . . .

1IC EStockName ﬂSector ﬂCIosePrice ﬂ MarketCap ﬂ INSRI ﬂGochore ﬂ D, EmISSIOnS |ntenS|ty measure

|M|'N MTN GROUP Telecommunications 15750 296 585 1 3.29 O.I: OOOS’[COZG per Subscrlber

SRI Index Constituents for 2011

r

® Well covered in Bloomberg
ESG data base with an overall
disclosure score of 27.27

. . CDP 2012 Investor CDP 2012 Information Request
Carbon Disclosure Project MTN Group

& Investec
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Money transfer, new business models, revenue
streams

Buy Goods till number
3[2|H0[3

NO TRANSACTION FEE!

Village Phone — A Tool for Empowerment

ICT-enabled energy efficiency translates into cost
savings of approximately €600 billion via smart motor

systems, logistics, buildings and grids

— SMART 2020
In 2009 the World Bank found that every 10% broadband penetration

in low-and middle middle-income countries accelerates
economic growth by 1.38%

YV Investec
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MTN: Step 3 - Fundamentals

€ Investecc

STOCK DASHBOARD

Update

STOCK INFORMATION MTH 07-Aug-12
Cloze Price (cps) 15 597 HEPS 1063.6
Shares in lssue(m) 1883 HAW 4 720.8
Market Cap(Rm) 253703 ROE 22.4%
Ave Mnth Value Traded(Rm) 205952 CFROI (FY0) 13.6
Ave Mnth Volume Traded("000) 134 942 CFROI (FY1) 13.4
FYE1 31-Dec-12 Price/Free Cashflow -
CON Recommendation 100 Buy
Rl Screen Scores Sigma Score 14.0
Rl Index? YES Value 3.0
HISTORIC PE 20 Strateqy 3.0
PE 2.4 Technical 4.0
o 3.4 Dwvnamics 4.0
GROWTH 25

Recommendation Hold (7.0%)

Historic PE 14.9X, 5y PE: 19.6X

Dividend yield 4.6%, 2yHG: 9%

Forward(Decl12) PE

Page 12

12.1X, DY: 5.8%, 2yFG: 14%
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MTN: Step 4 — Engagement (internal and external)

Intangible Value Assessment (IVA) JN{[SCI

MTN Group Limited ESG Research
TICKER: MTN RATING DATE: Feb 01, 2012 IVA RATING
IVA INDUSTRY: Wireless Telecommunication Services PREVIOUS RATING: AA

GICS SUB-INDUSTRY: Wireless Telecommunication Services RATING TREND: Upgrade 1

COUNTRY: South Africa AAA

ESG PILLAR PERFORMANCE KEY ISSUES

Score Percentile” Weight Score vs. Average Percentile. Controversies Weight
i s I 2
Environmental 7.2 - 5.0% Carbon Emissions 58 - None 5.0%
; . B
Social 6.4 - 72.0% Labor Management 63 &7 - None 18.0%
Privacy & Data Security -4550 - Moderate 24.0%
Access to Communications * 60 - None 30.0%
Governance 3.6 — 23.0% Corruption & Instability I -0 - - Severe 18.0%
I - = ‘
Corporate Governance - Minor 5.0%

COMPETITIVE SET RATING COMMENT

We initiate coverage of MTN Group Limited at 'AAA' as the company takes advantage of the
opportunities presented by increasing the access to communications for remote, rural, and low-
23% income populations in Africa and the Middle East. The company also has a strong labor
15% 15% 15% 15% management strategy and is undertaking improvements to its network that will reduce its energy
costs and carbon emissions. MTN has not demonstrated recognition of the risks it faces by operating
7% 7% in areas of political instability, and has been accused of using bribery to win its operating license in

Iran.

Industry Rating Distribution”

ccc B BB BBB A AA AAA

Page 13

® Risks
— Privacy of data

— Corruption

® Possible actions

Engagement
— Proxy voting

® Purpose of engagement
— Improved disclosure

— Policy development
® Value

— Reduce uncertainty

— Unlock latent value / discount
to fair valued>
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Putting it all together — always still work in progress!!!

Investec Global Strategy Fund,'A’ shares, reported in USD

Investec Africa
Opportunities Fund

Summary of investment objective

The Fund will aim to achieve long term total returns primarily through investment in equities of col
efther domiciled in Africa, or which are established elsewhere but which are expecting a meaningful
proportion of their business activities to be exposed to African opportunities.

Fund overview

Africa is gaining recognition as the next compelling growth story for investors. After a decade of out
GDP growth, improved inflation, falling external debt and improved private capital flows, the contine
could be near an upward tipping point. Capitalism is taking root across the continent. Signs of this ar
instance in surging mobile phone penetration and increasing investment from China and Asia. Africa
‘resources story’, with consumer, construction and infrastructure, technology and agriculture sectors
in importance in the coming decades. Growth should be driven by a growing African consumer class
demographics, significant untapped potential in its various renewable and unrenewable natural resou
urbanisation.

Investec African Opportunities is designed to provide an entry point for investors looking to benefit
growth potential of Africa. The Fund seeks to provide an investable, liquid, and actively managed way
African growth story.The Fund targets companies that are either based on the continent or based e

avnating 3 meaanindfil Aar orowing nennartinn Af their revennies fram Africa | chanild ha nntad thee
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Asatend June 2012

Investec IAL RI Equity Fund

Investment proposition

Investec Rl Equity is a responsible investment equity portfolio focused on investing in high quality,
attractively valued companies with compelling environmental, social and govemnance (ESG) characteristics.
The portfolio aims to deliver returns in excess of those available in the equity market over 3 to 5 year rolling
periods. Investec RI Equity is distinguished from other equity funds in its integration of ESG factors within
traditional fundamental analysis approach, and it aims to achieve its objectives through:

1. An ESG thematic approach which identifies those companies best positioned to benefit from
the emerging and dominant environmental and/or social trends, and which are cognisant of the
risks and opportunities inherent to these

2. A screened universe which identifies companies with quality ESG reporting as well as
appealing valuation, i e. characteristics we see as a proxy for potential quality investment ideas.

3. Leveraging the benefit of engagement as a mechanism for enhancing and unlocking long term
value.

Target investors

Investec Rl Equity Fund is suitable for investors with a 3 - 5 years investment horizon who seek exposure
to a focussed Responsible Investment equity fund.

Performance (annualised) at 30 June 2012

Return % 1 Year 3 Years Since inception®
Actual’ 5.9% 15.0% 11.5%
All Share Index 9.2% 18.4% 4.4%

nvestec
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Thanks!

Out of the Ordinary®
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