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Cardano are a fiduciary manager and advisor to pension funds in the UK and netherlands. When working with clients we emphasise strong risk management, narrative scenario analysis to make portoflios more robust and making a contribution to the transition to a more sustainable society by addressing systemic sustainability risks. We believe these are crucial for for many of our clients to deliver on their fiduciary duty to their members

I am Keith Guthrie, head of Sustainability for Cardano in the UK, a partner in the business, I have been investing for over 25 years. I am particularly focused on systemic risk issues and how we help clients manage that risk.

MB
I am Michael Bushnel, MD at Cardano Advisory, particularly focused on advising trustees on their corporate covenant risks and how climate change and sustainability can impact that
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Simplifying Climate scenario analysis!

Quantitative Climate models have come under fire for producing non-sensical results

No model can capture all the complexity of economies, markets, geopolitics, climate change, biodiversity and other
systemic sustainability risks.

* It does not need to be complicated
« The approach should help make better investment decisions

A narrative qualitative approach to scenario analysis can help drive common
sense conclusions

We recommend the USS/Exeter paper that applies this narrative approach in more detail
No Time To Lose — New Scenario Narratives for Action on Climate Change (greenfuturessolutions.com)
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We want this to be an interactive session so there are a few points where we will be asking for your participation

https://greenfuturessolutions.com/wp-content/uploads/2023/09/No-Time-To-Lose-New-Scenario-Narratives-for-Action-on-Climate-Change-Full-Report.pdf

)
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What can you do to manage the risks and opportunities?
Conclusions from the Scenario Analysis

e -

Climate, biodiversity, water, inequality - are
highly interlinked

Transition Risks - Bottom-up Risk - 1.5.C
crucial: avoid stranded asset risk, stewardship
You don't need fancy models to apply Physical Risks - Bottom-up Risk — 3.C crucial:
common sense geospacial data, climate adaptation,
stewardship

Systemic Risks — Top-down Risk —
diversification does not remove risk,
Stewardship towards 1.5.C is key,
Invest in solutions
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Left side first, Uncertainties large, build a robust portfolio against different scenarios

Ask people: What do you think you could do about it? how would you build a more robust global equity portfolio? What would you ask of your asset manager?

Here are our thoughts…
Transition risks, Physical Risks

KG:
Systemic risks – diversification does not help, within asset classes or across asset classes. We need to avoiding the worst case scenarios. There are 2 things you can do
Direct active stewardship that guides towards the 1.5 degree scenario. This is a key question to ask your asset managers: are they engaging companies and policy makers to steer towards a 1.5 degree world in the long term, or are they simply focused on assessing risks in the short term. This economy wide approach is consistent with guidance from the FMLC on fiduciary duty.
Invest in solutions that will promote a 1.5 degree scenario.
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Our ask

Impacting Investing Principles: Start with Governance

ovanete Sounda,,,
s

+ Set impactful objectives
Hire an asset manager that is aligned with your beliefs

* Emphasise stewardship: Engagement is key, collaborative efforts
are stronger

* Look for consistency between engagement, voting, escalation and
portfolio action

* Hold them accountable

Hire an asset manager with expertise in the transitions

Have a conversation with Cardano about our transition
focused enhanced index investing
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Contact

Please contact Guinevere Taylor for more information:

Guinevere Taylor

Head of LGPS Relationships

m: 07526 511 130

e: guinevere.taylor@cardano.com
w: cardano.com



mailto:guinevere.taylor@cardano.com
http://www.cardano.com/
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Disclaimer

The information contained in this presentation is for discussion purposes and
under no circumstances may any information contained in this presentation be
construed as investment advice.

The information contained in this presentation reflects, as of the date of issue,
the views of Cardano Risk Management Limited (“Cardano”) and sources
believed by Cardano to be reliable. No representation or warranty is made
concerning the accuracy or completeness of any data contained in this
presentation. In addition, there can be no guarantee that any projection, forecast
or opinion in this presentation will be realised. Past investment performance is
not a reliable indicator of future results; no guarantees of future performance are
provided.

The views expressed in this presentation, or any factual information contained in
this presentation, may change at any time subsequent to the date of its issue.
No information contained in this presentation shall be construed as any sales or
marketing materials in respect of any financial instrument, product or service
sponsored or provided by Cardano or any of its affiliates or agents.

10th July 2024

Cardano accepts no liability to any person for any information contained in this
presentation. Any person wishing to invest in any financial instrument identified
in this presentation must make their own assessment of the merits of doing so or
should seek financial advice from a third party.

References to specific securities are presented solely in the context of industry
analysis and are not to be considered recommendations by Cardano.

Cardano and its affiliates may have positions in, and may effect transactions in
the markets, industry sectors and companies described in this presentation.

This presentation is not an advertisement and is not intended for public use or
additional distribution.

Nothing in this presentation shall be construed as tax advice or legal advice.
Cardano only provides services to professional clients (as defined in the Conduct
of Business Rules issued by the Financial Conduct Authority).

© Cardano 2024
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