Sustainable investing

Financial regulators are coming for
greenwashing

One of the (very fair) criticisms levelled against
sustainable investing in recent years is that

the terminology and labelling of investment
products is inconsistently applied, and poorly
regulated. Companies, bonds and funds can all

be labelled as green, ‘ESG’ (environmental, social,
governance), sustainable, responsible, or ethical,
with little or no formal delineation between these
terms, and without the need to adhere to any strict
rules as a result of their labelling. Not only does
this lead to investor confusion (as it is challenging
to understand and compare investment products),
it has also created the potential for ‘greenwashing’.
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Making your
Investments
WOrk harder

2022 hasbeen a volatile year for investors
across the board, but the year has also played
host to some important developmentsin
sustainable investing We recently produced
our Sustainable Impact Report, which
contains more detail on the evolution of
sustainable investing, as well as a closer look
at the specific investments at work in our
sustainable strategies. Below, we discuss
some of the themes highlighted in the report.

What is greenwashing?

Greenwashing is a form of deception, where marketing,
advertising or PR coverage falsely indicates or exaggerates

a company/product’s environmental or socially responsible
credentials. This could be achieved by the use of misleading
labels and language (such as including the word ‘green’'ina
fund’s name), or through visual messaging (such as the use of
imagery focused on the natural world).
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Sustainable investing

As we speak, new regulation is emerging around the world,
designed to tackle these grey areas, put a halt to misleading
labelling, and improve investor understanding of sustainable
investment products. Regulators in the UK, the EU and the US
are all cracking down on vague, misleading or false labelling,
aiming to provide greater clarity to investors when it comes to

the sustainable credentials of the products in which they invest.

We welcome this clarity, and the greater confidence it should
bring to the industry. ‘Green bonds’, which are issued to
finance sustainable projects, are critical for many companies
and governments in funding the move to a more sustainable
future, so it’s important that they can be easily identified.

Arecord $5174bn green bonds were
issued in 2021, up 74% (from $297bn)
n2020
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Source: Climate Bonds Initiative

Responsible investing is about more than
renewable energy

Quite understandably, renewable energy has long been
the poster child for sustainable investing. But while it

is critically important to fund the transition to a cleaner
future, sustainable investing covers a much broader remit,
from reducing social inequality and improving Boardroom
diversity, to finding the medical solutions to our gravest
health problems. Indeed, the latest report from the IPCC
(Intergovernmental Panel on Climate Change) discusses the
need for a ‘just’ transition to renewable energy — one which
decarbonises the economy in a fair way, ensuring no one
gets left behind.
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of the world population lives in
countries emitting less than 3 tonnes
CO2per person annually, buta
substantial share of these people lack
access tomodern energy services.*

Source: IPCC, 2019 figures. *Defined as access to clean, reliable
and affordable energy services for cooking, heating, lighting,
communications, and productive use.

Bringing social responsibility into the heart of sustainable
investing also means rethinking the way we’ve classified
investments in the past. This is less about greenwashing, and
more about taking a wider-reaching approach. For example, any
investment in the transition to cleaner energy would historically
have been viewed as a sustainable investment. Today,
sustainable investing is a more holistic undertaking.

With this in mind, a wind farm operator is not automatically
given a free pass because it ticks the ‘E’ box in ‘ESG’ — what
about that company’s governance, its Board diversity, its
industrial accident rate, and its impact on the local community?
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Bringing social responsibility into the heart of
sustainable investing also means rethinking the
way we've classified investments in the past. This is
less about greenwashing, and more about taking a
wider-reaching approach. , ,

Ben Matthews Investment Director
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Investors are continuing to wake up to the knowledge that
we can address social issues by putting our money where
our principles lie. To take another simple example, at a time
when the cost of living is rising, finding affordable housing
is becoming increasingly challenging for vulnerable people.
By investing in social housing, investors can choose to fund
safe, specialist shelter for those who need it, while also
seeking a return on their capital.

Source: National Housing Federation

8.5 million people in England have some
form of unmet housing need.
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Why do we produce an annual impact report?

When people choose to invest their money sustainably, they
have a right to see how it has been put to work to create a
genuine positive impact. Our Sustainable Impact Report is
designed to demonstrate how — and where — our sustainable
funds do this.

By outlining some of the features of our sustainable funds
in detail, the report highlights how individual investments
are able to make a real difference. It also uses independent
analysis to rate our funds across a range of sustainability
criteria. Our aim is to be accountable and transparent, while
bringing sustainable investing to life for our customers.

Click here toread our
Sustainable Impact Report.



https://wealthandasset.handelsbanken.co.uk/media/jpdpmuqo/sustainable-impact-report-2022.pdf

To find out more please get in touch:

communications.hwam@handelsbanken.co.uk

Assessing the perforrmance of our investinent strategies
Our ‘target return’ performance benchmarks

Most of our investment strategies aim to deliver financial returns at levels linked to the rate of UK inflation (measured by the
Consumer Price Index, or CPI). Over any given five-year period, these strategies target returns which are a pre-defined level
above the rate of inflation. Our CPI-linked goals are known as the strategies’ target return benchmarks, and are designed to
help customers evaluate the strategies’ performance in a real-world context. These targeted returns range from CPI+1% for our
lowest risk (Defensive) strategies up to CPI1+4% for our higher risk (Growth) strategies. Our highest risk (Adventurous) strategy
is the exception, as it does not use a CPI-linked goal. Instead, this strategy aims to beat the returns offered by the global stock
market (represented by the MSCI All Country World Index).

If the strategies deliver total financial returns to investors (after all costs and charges have been taken) equivalent to the total
return of their target return benchmarks, we consider the strategies to have achieved their targets.

Our financial market performance benchmarks

The performance of our investment strategies can also be compared to representative indices for two of the main asset types in
which most of the strategies invest. These indices are ‘MSCI United Kingdom (£) — net total return’ (representing the performance
of UK shares) and ‘BoA Merrill Lynch UK Gilts’ (representing the performance of conventional UK government bonds). These
indices are known as the strategies’ comparator benchmarks, and are designed to help clients evaluate the strategies’
performance in a financial market context.

It is important to note that financial returns are not assured: there is no guarantee that the strategies’ performance objectives
will be met, or that a positive return will be delivered over any time period. When you invest, your capital is at risk.

Handelsbanken Wealth & Asset Management Limited is authorised and regulated by the Financial Conduct Authority (FCA) in the
conduct of investment and protection business, and is a wholly-owned subsidiary of Handelsbanken plc. Tax advice which does
not contain any investment element is not regulated by the FCA. Professional advice should be taken before any course of action
is pursued.

¢ Find out more about our services by contacting us on 01892 701803 or visiting our website: wealthandasset.handelsbanken.co.uk

¢ Read about how our investment services are regulated, and other important information: wealthandasset.handelsbanken.co.uk/
important-information

e |earn more about wealth and investment concepts in our Learning Zone: wealthandasset.handelsbanken.co.uk/learning-zone/

Understand more about the language and terminology used in the financial services industry and our own publications through our
Glossary of Terms: wealthandasset.handelsbanken.co.uk/glossary-of-terms/

All commentary and data is valid, to the best of our knowledge, at the time of publication. This document is not intended to be a
definitive analysis of financial or other markets and does not constitute any recommendation to buy, sell or otherwise trade in any of
the investments mentioned. The value of any investment and income from it is not guaranteed and can fall as well as rise, so your
capital is at risk.

We manage our investment strategies in accordance with pre-defined risk and reward targets, which vary from strategy to strategy
to suit a range of customer needs. Portfolios may include individual investments in structured products, foreign currencies and funds
(including funds not regulated by the FCA) which may individually have a relatively high risk profile. The portfolios may specifically
include hedge funds, property funds, private equity funds and other funds which may have limited liquidity. Changes in exchange
rates between currencies can cause investments of income to go down or up.

Registered Head Office: No.1 Kingsway, London WC2B 6AN. Registered in England No: 4132340
wealthandasset.handelsbanken.co.uk
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