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Invesco’s latest Global Sovereign Asset Management Study 2024 (IGSAMS 2024)
highlights increasing sophistication amongst asset owners in applying ESG in their
investment approaches. Indeed, understanding how asset owners are approaching
sustainable investing provides a lens to learn ESG best practices, discover emerging
trends and priorities, and identify potential investment opportunities. In this piece,
we look at how 52 APAC asset owners across sovereign wealth funds, pensions and
insurance companies with over US $15 trillion in assets under management (which we
refer to as APAC asset owners) approach ESG and climate investing based on publicly
available policies and sustainability reports. The APAC asset owners are based in Greater
China (including Hong Kong), Japan, South Korea, Singapore, Malaysia, Indonesia,
Australiaand New Zealand.

Asia Pacific

ESG approach: Foundations are in place among most APAC asset owners

Our Global Sovereign Asset Management Study 2024 shows that the number of global
asset owners with ESG policies has increased since 2017. The study also shows that the
number of investors globally that have had ESG policies in place for more than five years
has reached a critical mass. ' We are seeing similar trends in this region, where more than
75% of APAC asset owners have adopted ESG policies and have a dedicated in-house
ESG team.2Many of these policies help the asset owners articulate the role of ESG in their
investment process and the key approaches they are using.

Figure 1: ESG approach: Many APAC asset owners have adopted some form of ESG policy orinvestmentapproach
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Source: Global - IGSAMS 2024; APAC asset owners - Invesco analysis of 52 APAC asset owners based on publicly available
policies and sustainability reports. Data as of August 2024.

1. Invesco Global Sovereign Asset Management Study, July 2024.
2. Invescoanalysis of 52 APAC asset owners based on publicly available policies and ESG reports.
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The key aspects that are captured in these ESG investment policies and strategies include:

« Integration: More than 70% of APAC asset owners  use some form of ESG
integration and many asset owners think of ESG investment as identifying and
considering material ESG factors that may affect investment returns and risks. Given
the fiduciary duty they have, the institutions believe that proactively addressing
these factors can lead to longer-term value creation and preservation of their funds
as well asimproved risk-adjusted returns over time.

APAC asset owners also recognize that integration approaches can vary by asset class
and necessitate additional frameworks where required (such as for assessing labelled
fixed income or considering ESG implementation in real estate).

Some asset owners also have a formulated assessment criteria of investment
managers’ ESG capabilities which typically includes their integration and
stewardship approaches, data and framework capabilities and broader industry
commitments and initiatives. This again mirrors the trends observed in IGSAMS
2024 as the survey finds that a significant portion of global asset owners consider
ESG capabilities when selecting external managers.

« Stewardship: More than 70% of APAC asset owners * have also detailed their
approaches to stewardship including both engagements and proxy voting. Many
articulate the importance of utilizing ownership positions and rights to protect
and enhance long-term investment returns. This often includes defining the most
financially material ESG issues for discussion and monitoring the progress and
outcomes over time. Asset owners also undertake arange of approaches including
direct engagement, utilizing third-party service providers or joining in collaborative
industry engagements.

« Exclusions: Select APAC asset owners also specify investment exclusions in their
policies, driven both when looking at higher investment risk areas and in accordance
with internationally accepted norms. For example, controversial weapons, tobacco,
and thermal coal are the more commonly seen exclusions.

» Dedicated ESG team: Many APAC asset owners have also hired and built out
dedicated in-house ESG investment teams. Interestingly the roles and functions of
these teams differ across asset owners - for some the focus is on developing ESG
integration frameworks and capabilities, for othersiits fully focused on stewardship
and engagement, while others might be more focused on ESG investment research
and portfolio construction or fund selection.

Capital deployment: Dedicated ESG and impactinvestments

As part of their broader ESG investment strategy, more than 70% of APAC asset owners®
have made investments into either ESG-related strategies or issuers. Within this group,
some have also set longer-term ESG AUM deployment targets (as a proportion of AUM)
with some also reporting on their AUM invested into ESG strategies till date. For now, of
those that reported ESG AUM data, most have allocated on average between 1to 10% of
their total AUM into ESG-related investments. ¢ Such investments could include:

« Greenandsustainable labelled bonds: In many cases these might not be
top-down mandates but rather investments made as part of their broader fixed
income strategies. This also allows specific targeting of use of proceeds and project
areas aligned to the asset owners’ priorities.

3, 4,5, 6:Invesco Analysis of 52 APAC asset owners based on publicly available policies and ESG reports.
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« Thematic mandates: By far the most common approach, many APAC asset owners
have previously issued ESG investment mandates including ESG leadership or positive
screening strategies as well as climate-related thematic strategies.

« ESGindex: Some APAC asset owners have also taken an index-based approach to ESG
investment, formulating a more systematic approach of constructing ESG indexes
based on different sustainability perimeters.

Figure 2: Select APAC asset owners have also made dedicated ESG and impactinvestments; average range of 1to 10% of their total AUM s
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Source: Invesco analysis of 52 APAC asset owners based on publicly available policies and sustainability reports. Data as of August 2024.

In addition to above, another interesting trend we have observed is the growth in
impactinvesting as a deployment asset class amongst asset owners. We previously
shared our thoughts on the broader impact investment opportunity in Asia, where
impactinvestments refer to strategies aiming to generate an intentional, measurable,
and beneficial social or environmental impact. APAC asset owners that have deployed
capital toward impact investing typically look to align to national development needs
(where private capital can support on policy priorities), international development and
aid (especially for climate financing), as well as embracing opportunities to develop their
region as a hub for philanthropy and family offices. The focus of these strategies is often
onintentionality (how investments lead to real world outcomes), investor contribution
(impactresulting from investment or investor involvement), and on impact measurement
(monitoring of intended outcomes).
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Climate, net zero and transition: Spectrum of approaches to manage climate risks and
investinclimatethemes

Figure 3: Climate investing: Multiple approaches and toolboxes available for APAC asset owners to investin climate and manage climate-
relatedrisks
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Source: Invesco analysis of 52 APAC asset owners based on publicly available policies and sustainability reports. Data as of August 2024.

Climate remains a key priority for asset owners globally, and 70% of IGSAMS 2024
respondents’ cited climate impact and transition risks as key risks for the global economy
over the next decade. This is reflective of climate investment initiatives adopted by APAC
asset owners which include:

» Targets: More than 50% of APAC asset owners ® have setin place climate targets as
an organization. These range from longer-term net zero or carbon neutrality targets
to near-term reduction targets such as reduction of emissions intensity (through
weighted average carbon intensity, WACI). Average targets tend to be within ranges of
a30to50% reduction relative to baseline years of either 2019 or 2020. °

» Climateriskintegrationand assessment: 48% of global asset owner respondents
from IGSAMS 2024 currently model and track their portfolio against climate goals. A
third of APAC asset owners undertake similar assessments. Some asset owners also
see themselves as a “universal investor or owner”, where understanding exposure to
systematic risks from climate is critical in considering asset allocation and mitigation
risks. Common approachesinclude:

- Scenarioanalysis: Understanding longer-term impact on portfolio valuation
under different climate scenarios such as through climate valuation-at-risk figures.
Consideration factors include price elasticity, costs pass-through and Scope 3
emissions.

7. Invesco Global Sovereign Asset Management Study, July, 2024.
8,9: Invesco Analysis of 52 APAC asset owners based on publicly available policies and ESG reports.
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- Shadow carbon price: Applying hypothetical costs for each ton of carbon emitted

and evaluating extent of carbon liability if carbon taxes are implemented. Carbon
price is a key driver of transition risks that allows the stress-testing of investees’
residual emissions after abatement, which factors into investment decisionsandin
constructing forward-looking portfolios.

- Physicalrisks assessment: Examining exposure to both physical acute and chronic

climate risks and the relevantimpact on acompany’s physical assets, supply
chains and operations. This also helps in identifying potential stranded asset risk
considering companies’ mitigation or adaptation efforts as well.

Figure 4: Climate investment strategy: Most asset owners focus on stewardship and thematic allocation to capture investment

opportunities from transition
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Source: Invesco analysis of 52 APAC asset owners based on publicly available policies and sustainability reports. Note: ISSB - International
Sustainability Standards Board, TCFD - Task Force on Climate-Related Financial Disclosures, SBTi-Science Based Targets Initiative.

» Stewardship and engagement: 63% of global asset owner respondents from IGSAMS

2
a

024 '°identify engagements as part of their approach to climate investing. Similarly,
third of APAC asset owners " have detailed their stewardship approaches as part of

their climate investment strategy to better manage systemic risks across portfolio
while also driving value creation for investees. Some asset owners also focus on this

a
e

s a priority topic of engagement with their external managers. Key components of an
ngagement capability include:

Prioritization: Some APAC asset owners have detailed processes to identify
priority names for engagements. This includes understanding the top contributors
to portfolio emissions (on average asset owners target the issuers contributing to
50to 80% of portfolio emissions ?) and flagging these issuers as “priority names”
orona “watchlist”. Additionally, there might also be analysis of forward-looking
transition risks including the credibility of transition plans published and transition
capeximpact on cashflows.

10. Invesco Global Sovereign Asset Management Study, July 2024.
11,12: Invesco Analysis of 52 APAC asset owners based on publicly available policies and ESG reports.
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Engagement topics: This broadly falls into categories of improving disclosures
(including aligning to global standards and bodies like International Sustainability
Standards Board, Task Force on Climate-Related Financial Disclosures, Carbon
Disclosure Project), setting targets (such as having Science Based Targets Initiative
validation), governance alignment (such as board and senior management
oversight and compensation alignment) and transition plans and decarbonization
initiatives (including capital allocation plans and progress on green revenues,
low-carbon products or other operational improvements). Identifying the

most financially material topics also feeds into setting suitable objectives for
engagement.

Monitoring and tracking: Monitoring of the engagement progress over time
including tracking key items raised against plans announced or milestones
achieved. For asset owners with direct investments, this also ties in to exercising
their voting rights on climate-related proposals. More importantly, some asset
owners will also have a process to feed back key learnings from engagements into
their investment and decision-making processes.

« Climateinvestmentsallocation: 88% of global asset owner respondents from
IGSAMS 2024 ™® have made or planned allocations towards renewables and clean tech
as part of their climate investment strategy. Among APAC asset owners, more than
50% ' have set aside investments into climate related themes and strategies including:

Climateindices: Climate indices help asset owners to tilt portfolios towards
decarbonization overtime while minimizing tracking error and portfolio
diversification. Approaches include adopting existing industry recognized indices
like Paris-aligned benchmarks to having proprietary construction using balancing
forward-looking indicators like expected emissions reductions and green revenues
alongside factors like liquidity and market capitalization.

Climate Solutions: Investments in this space are often aligned to taxonomies

or standards defining technologies and business activities that contribute to
emissions reduction. This includes renewable energy infrastructure and assets,
battery and energy storage technologies, circular economy and adaptation
solutions. This also aligns to the Asia Investor Group on Climate Change’s research
which shows that an increasing number of Asian asset owners have set targets for
climate solutions, and more are actively considering doing so in the coming year. "®

Transition Investing: We expect multiple sectors (particularly high-emitting
sectors) to be impacted by energy transition globally, creating capital and financing
needs for transition. Some asset owners have started to identify opportunities
inthe broader theme of transitioning brown to green assets in addition to just
investing in climate solutions.

» Exclusions: A select number of APAC asset owners '® have also transitioned their
portfolios away from certain sectors notably those in the coal-related value chain.

« Advocacy: Select APAC asset owners 7 also recognize policy as a critical enabler to
accelerating energy transition. Engaging with policymakers whether on disclosures
or regulatory consultations or in highlighting sectoral financing needs can help asset
owners shape the systems in which they operate and invest in, leading to better
financial outcomes over time.

Capital allocators: Evolving the sustainable investing landscape for the future

As mentioned in IGSAMS 2024, asset owners globally are enhancing their sustainable
investing capabilities. As we've observed with APAC asset owners, the approaches to
sustainable investing have broadened over time and serve as helpful best practices for the
wider asset management industry. We look forward to continually learning and studying
from these capital allocators as they invest in the broader energy transition.

13. Invesco Global Sovereign Asset Management Study, July 2024.
15. AIGCC, April 2024, State of Net Zero Investingin Asia.
14,16, 17: Invesco Analysis of 52 APAC asset owners based on publicly available policies and ESG reports.



4 Invesco

APAC asset owner approaches to ESG
and climate investing

September 2024

Important information

This document s for Professional Clients only in Dubai, Jersey, Guernsey, the Isle of Man, Continental
Europe (as defined below) and the UK; for Institutional Investors only in the United States; for
Professional/Qualified/Sophisticated Investors in Bahrain, Kuwait, Oman, Qatar, Saudi Arabia

and the United Arab Emirates; for Sophisticated or Professional Investorsin Australia; in New
Zealand for wholesaleinvestors (as defined in the Financial Markets Conduct Act); for Professional
Investors in Hong Kong; for Qualified Institutional Investors in Japan; in Taiwan for Qualified
Institutions/Sophisticated Investors; in Singapore for Institutional/Accredited Investors; for
Qualified Institutional Investors and/or certain specific institutional investors in Thailand; for
certain specific sovereign wealth funds and/or Qualified Domestic Institutional Investors approved
by local regulators onlyin the People’s Republic of China; for certain specificinstitutional investors
in Malaysia uponrequest; for certain specific institutional investors in Brunei; for Qualified
Professional Investorsin Korea; for certain specific institutional investors in Indonesia; for qualified
buyersin Philippines forinformational purposes only; in Canada, this documentisrestricted toi)
accredited investors and i) permitted clients as defined under National Instrument 45-106 and 31-
103 respectively. Itis notintended for and should not be distributed to or relied upon by the public or
retailinvestors. Please do notredistribute this document.

Forward-looking statements are not a guarantee of future results. They involve risks, uncertainties, and
assumptions. There can be no assurance that actual results will not differ materially from expectations.

This is marketing material and not financial advice. Itis not intended as arecommendation to buy or sell
any particular asset class, security, or strategy. Regulatory requirements that require impartiality of
investment/investment strategy recommendations are therefore not applicable nor are any prohibitions
totrade before publication.

By accepting this document, you consent to communicate with usin English, unless youinform us
otherwise. Dataas at [add current month, add current year], unless otherwise stated.

For the distribution of this document, Continental Europe is defined as Austria, Belgium, Denmark, Finland,
France, Germany, Greece, Italy, Ireland, Luxembourg, Netherlands, Norway, Portugal, Spain, Sweden, and
Switzerland.

Allarticlesin this publication are written, unless otherwise stated, by Invesco professionals. Views and
opinions are based on current market conditions and are subject to change. This publication does not form
part of any prospectus. This publication contains general information only and does not take into account
individual objectives, taxation position or financial needs. Nor does this constitute arecommendation of
the suitability of any investment strategy for a particularinvestor.

This publicationis notaninvitation to subscribe for sharesinafund norisit to be construed as an offer
tobuy orsellany financial instruments. As with allinvestments, there are associated inherent risks. This
publicationis by way of information only. This document has been prepared only for those persons to
whom Invesco has providedit. It should not be relied upon by anyone else and you may only reproduce,
circulate and use this document (or any part of it) with the consent of Invesco. Asset management services
are provided by Invescoinaccordance with appropriate local legislation and regulations.

This publicationisissued:

- inHongKong by Invesco Hong Kong Limited 2 B3 B &2 G BR/AE], 45/F, Jardine House,
1Connaught Place, Central, Hong Kong. This document has not been reviewed by the Securities and
Futures Commission.

- inSingapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01Republic Plaza,
Singapore 048619.

- inTaiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066).
Invesco Taiwan Limited is operated and managed independently.

- inJapanby Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1
Roppongi, Minato-ku, Tokyo 106-6114; Registration Number: The Director- General of Kanto Local
Finance Bureau (Kin-sho) 306; Member of the Investment Trusts Association, Japan and the Japan
Investment Advisers Association.

- inAustraliaby Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins Street, Melbourne,
Victoria, 3000, Australia which holds an Australian Financial Services Licence number 239916.



4> Invesco APAC asset owner approaches to ESG
and climate investing

September 2024

This document has been prepared only for those persons to whom Invesco has providedit. It should not
berelied upon by anyone else. Information contained in this document may not have been prepared or
tailored for an Australian audience and does not constitute an offer of a financial product in Australia.
Youmay only reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

Theinformationinthis document has been prepared without taking into account any investor’s
investment objectives, financial situation or particular needs. Before acting on the information the
investor should consider its appropriateness having regard to their investment objectives, financial
situationand needs.

You should note that this information:

- may containreferences to dollaramounts which are not Australian dollars;

- may containfinancialinformation which s not prepared inaccordance with Australian law or practices;
- may notaddressrisks associated with investment in foreign currency denominated investments; and

- doesnotaddressAustraliantaxissues.

- inNewZealand by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins Street,
Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services Licence number
239916.

Thisdocumentisissued only to wholesale investors (as defined in the Financial Markets Conduct Act) in
New Zealand to whom disclosure is not required under Part 3 of the Financial Markets Conduct Act.
This document has been prepared only for those persons to whomit has been provided by Invesco.

Itshould not be relied upon by anyone else and must not be distributed to members of the publicin
New Zealand. Information contained in this document may not have been prepared or tailored for a
New Zealand audience. You may only reproduce, circulate and use this document (or any part of it) with
the consent of Invesco. This document does not constitute and should not be construed as an offer

of, invitation or proposal to make an offer for, recommendation to apply for, an opinion or guidance on
Interests to members of the public in New Zealand. Applications or any requests for information from
persons who are members of the publicin New Zealand will not be accepted.

- intheUnited States by Invesco Advisers, Inc., 1331Spring Street NW, Suite 2500, Atlanta, Georgia
30309, USA.

- inCanadaby Invesco CanadaLtd. 120 Bloor Street East, Suite 700, Toronto, Ontario M4W 1B7.

- inAustriaand Germany by Invesco Asset Management Deutschland GmbH, Ander Welle 5, 60322
Frankfurtam Main, Germany.

- inBelgium, Denmark, Finland, France, Greece, Italy, Ireland, Luxembourg, Netherlands, Norway,
Portugal, Spainand Sweden by Invesco Management S.A., President Building, 37A Avenue JF Kennedy,
[-1855 Luxembourg, regulated by the Commission de Surveillance du Secteur Financier, Luxembourg.

- inDubai, Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab Emirates by Invesco Asset
Management Limited, Index Tower Level 6 - Unit 616, P.O. Box 506599, Al Mustagbal Street, DIFC, Dubai,
United Arab Emirates. Regulated by the Dubai Financial Services Authority.

- inthelsle of Man, Jersey, Guernsey and the UK by Invesco Asset Management Limited, Perpetual
Park, Perpetual Park Drive, Henley-on-Thames, Oxfordshire, RG9 1HH, United Kingdom. Authorised and
regulated by the Financial Conduct Authority.

- inSwitzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich, Switzerland.

202409-3843868-GLR



