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October 2020 Observations

We are simultaneously facing three fundamental crises: the
Covid-19 pandemic, racial inequality and social injustice, and
climate change. Undoubtedly, albeit to varying degrees, these
challenges have impacted our lives or communities. In the
previous two issues of Investing with Values, we focused on

the first two challenges. In this issue, we address the third.
Importantly, we discuss how investing through an environmental
lens can enable investors to achieve positive impact while striving
to capture attractive, long-term financial opportunities.

Climate change statistics are alarming, to say the least. The planet’s average surface temperature has increased
1.62 degrees Fahrenheit since the late 19th century, with most of the warming occurring in the last 35 years!. Six
of the warmest years on record have occurred since 2014'. Five of the six largest wildfires in California history

are burning simultaneously as we write this. Last year, the Greenland ice sheet had its worst year on record,
shrinking by some six hundred billion tons (Columbia Magazine, Fall 2020). We believe investors can be part of the
solution to these challenges by investing in companies with a low-carbon footprint and in those contributing to and

benefitting from a secular energy transition away from fossil fuels.

Many studies have demonstrated a positive
correlation between greenhouse gas (GHG)
and CO2 emissions and surface temperatures.
About half of the CO2 emitted since 1850
remains in the atmosphere?, and may take
centuries to dissipate, even if carbon-based
fuels are gradually phased out. Investing in a
portfolio with a low-carbon footprint is one way
an investor can positively contribute to carbon
neutrality and limit further global warming by
the end of this century. Many sustainable funds
either completely avoid or have limited fossil
fuel exposure. The objectives of this avoidance
are twofold-environmental impact and risk
mitigation. Fossil fuel companies may continue
to be exposed to persistent financial headwinds,
political risks, and technological obsolescence.
Moreover, certain sustainable funds will actively
engage with companies on issues related to
pollution, waste management, and energy
efficiency to improve their environmental
policies or increase climate-related disclosures.
As illustrated below in our Colony Investing
Solutions, a representative Colony sustainable
global equity portfolio has significantly less
Direct CO2 and GHG Global emissions than a
comparable benchmark.

TheColonyGroup.com

Increased support for prioritizing policies on
the environment, climate change since 2011
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*In 2014 and earlier, respondents were asked about dealing with "global warming.” In
2015 half the sample was asked about either "global warming” or 'global climate change;”
34% called "global climate change,” a top priority while 38% said this about "global

warming.” Survey of U.S. adults conducted Jan. 8-13,2020. As Economic Concerns Recede,
Environmental Protection Rises on the Public’s Policy Agenda.” PEW RESEARCH CENTER

Thttps://climate.nasa.gov

https://climate.gov
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There has been a discernable global, secular .
shift away from fossil-based systems of energy SUStO INa ble

Investing in Action

production and consumption and towards
renewable sources of energy. An environmentally
conscious investor may wish to tilt her portfolio

towards companies participating in this so-called FINANCIAL

energy transition, thereby realizing the dual

objective of positive environmental impact and, 72% of sustainable equity funds ranked'in the top
potentially, enhanced long-term returns. The Pax halves of their categories during the first half of
Global Environmental Markets Fund is a thematic 2020.

fund that invests in leading companies developing 26 of 26 sustainable index funds outperformed the

innovative solutions to resource challenges in the comparable conventional index fund.
areas of energy efficiency, waste and resource Data as of 6/30/2020
recovery, sustainable food and agriculture, and

water. The fund has a net positive CO2 impact. S ErelEl B

After a three-year engagement with Boston Trust
Woalden, Jones Lang Lasalle agreed to decarbonize

Consumption by fuel for Fower via a formal commitment to the Science Based
generation, world quadrillion Btu Targets Initiative.
Under the auspices of Climate Action 100+, Calvert
renewables volunteered to engage with three companies as lead
200 and six as co-lead. The primary objectives are to
reduce GHG emissions and influence companies to
150 conduct climate risk scenario analyses.
A Green Century shareholder resolution received
100 o~ I coal 67% of the votes cast at Procter & Gamble's annual
meeting. The resolution called on the company to
‘L_/' natural gas eliminate deforestation and forest degradation in its
A0 - nuclear supply chain.
0 liquids Allianz entered into a five year partnership with

The Sea Cleaners to combat plastic pollution in the

2010 2020 2030 2040 2050 :
world's oceans.

SOURCE: EIA; U.S. Energy Information Administration, October 2020
CORPORATE RESPONSIBILITY

Capital One committed to reducing Scope 1 Direct
Emissions and Scope 3 Emissions by 50% by 2030.
The company also committed to reduce water use by
20% by 2025.

BP announced it will increase its investment in
renewable energy sources ten-fold by 2030. The
company also stated they will reduce their oil
production from 2.6 million barrels of oil per day
(bopd) to 1.5 million bopd by 2030.

Intel has committed to restore 100% of its globall
water use by 2025.

SOURCE: Morningstar, Bloomberg, and engagement reports &
publicly available information from funds.
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Thematic Spotlight: Water

Woater access and quality, especially in the developing world, is another formidable environmental challenge,
whether resulting from water pollution caused by contaminants from industrial activity and urbanization,
shortages caused by overuse and groundwater depletion, or ailing water infrastructure. There is also o prominent
link between water and human health. The World Health Organization estimates 2.2 billion people still have no
access to water and 4.2 billion have no access to sanitation services. The World Economic Forum has listed water
crises among the top-five risks in terms of global impact for eight consecutive years.

The Allianz Gl Water Fund is a thematic fund that invests in companies providing unique solutions to global water
challenges, specifically focusing on the areas of quality, supply, and efficiency. Each of the fund's investments
aligns with a specific United Nations Sustainable Development Goal and undergoes a thorough ESG analysis.
Allianz also engages with portfolio companies and participates in various public policy initiatives aimed at

raising awareness of global water challenges. The fund allows investors to have targeted impact on a pressing
environmental issue as well as the potential to participate in the long-term, financial tailwinds present in the water
sector.

Colony Investing Solutions

Some statistics of interest from The Colony Group's Sustainable Investing Solutions equity portfolio:

Tobacco Exposure Fossil Fuel Exposure Direct CO2 Emissions

GHG Scope 1 Global Emissions** Water |ntensity per Assets

*Relative to MSCI All Country World Index
Source: Bloomberg

**GHG Scope 1 Global Emissions are direct emissions from sources that are owned or controlled by a corporation
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B Written by:

Lo

;5 Brian Presti, CFA, Chartered SRI Counselor,
¥ Senior Portfolio Manager, Director of Portfolio Strategy

For more information about Colony's Sustainable Investing Solutions, please reach out to your
wealth advisor or contact us at info@thecolonygroup.com.

DISCLOSURE:

This letter is general and educational in nature and is not to be construed as investment, tax, or legal advice. Examples included herein
are not recommendations to invest in any particular security; they are presented simply to show the effects that stakeholders may
have in addressing environmental, social, and governance issues with company management. Individuals should seek advice from their
wealth advisor or other advisors before undertaking actions in response to the matters discussed.

This letter is prepared using third party sources. The Colony Group, LLC considers these sources to be reliable; however, it cannot
guarantee the accuracy or completeness of the information received.
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