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Discussion

Evolution in Frontier’s assessment of ESG

* |Introduction

Frontier’s Manager ESG Assessment Toolkit

The results

Summary

Key takeaways
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Frontier’'s ESG assessment toolkit

The process and scoring framework

* Applied to all managers

* Questionnaire and meeting

RI Philosophy,
Policy and
Governance

Rl Reporting

L Rl Resourcing
and Servicing

ESG Score
RI Objectives and

(1-5) Int p
Climate Change ntegration

Active Ownership
Collective Activity
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The results

Frontier’s bias to responsible investment

« Long-held stance on importance of responsible investment;

« Member of the Net Zero Investment Consultant Initiative (NZICI) as well as other
working groups in Australia (PRI, IGCC and RIAA);

+ Given these beliefs in R, it has likely exhibited a positive skew towards
managers with better than average credentials.
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The results

Summary of ratings

« Managers scored across the full (1-5) ESG star spectrum

« 55 equities products rated — 24 global equities, 10 EM equities and 21
Australian equities

11

B 5 stars
m 4 stars
3 stars
2 stars

14 m 1 stars
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The results

Breakdown by sector

* Average scores were greater than an ‘average’ of 3.0 (overall average was 3.38)
- Emerging markets score the highest

- Within global and Australian equities, small cap managers scored below the

average (2.0 and 2.7 respectively)
Average Score (ESG Stars)
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The results

Breakdown by category

 Across the nine categories, using the 1-3 points system, seven achieved an

average score above 2;

- RI objectives and collective activity scored below 2

* Frontier reflections
— Assessing vs. peer average

- Weaker areas to improve
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The key observations

 Active engagement is the strongest area of ESG incorporation.
 Collective activity is where managers need to advance the most.

* Frontier’'s recommended equities managers scored 3.38 ESG stars on average,
above the broader investment manager community.

« Given Frontier’s beliefs in R, it has likely exhibited a positive skew towards
managers with better than average credentials.

- Small caps managers scored notably lower than broad-cap peers.

- Emerging markets managers scored higher than Australian and global equities
managers — this seems driven by Frontier’s preference with EM managers
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Key takeaways

For clients in conjunction with Frontier

Most asset owners will have some managers that need constant reminding to
dedicate greater effort to advance their ESG efforts or run the risk of being
terminated in favour of a competitor with a higher ESG rating.

Small caps managers (both domestically and globally) should be challenged to
keep improving as other equities sub-asset classes are more advanced.

Passive managers are equally important in terms of their ESG assessment and
clients should be holding their passive managers to account with regards to
ESG incorporation.

Collective activity is an area where equities managers can be doing more.

ESG and climate-related reporting has improved in recent years but can be
further improved.

54 .
’frontler Annual conference 2022 8 e ———



Key takeaways

What is Frontier doing?

« We are evolving our ESG process with market development and with the
evolution of clients.

 Collaborating with different working groups.

- We want to make sure there is no greenwashing. Data and disclosure is more
prominent.

* Progress on the net-zero commitment.
« Continue to improve our engagement approach with managers.

- Enhancing the data collection and assessment process.
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Thank you for joining us.

Frontier annual conference 2022 I

Disclaimer:

Frontier Advisors Pty Ltd ABN 21 074 287 406 AFS Licence No. 241266.
Level 17, 130 Lonsdale Street, Melbourne Victoria 3000.

The information contained in this presentation is current as at the date of preparation but may be subject to ch'ange.:
intended as general commentary and should not be regarded as financial, legal or other advice. This presentatior o
objectives, financial situation or needs. You should consider this presentation in light of these matters. Should you '
discussed please contact the presenter directly or an appropriate advisor. This presentation may contain forward ook
forward-looking statements are based on the current beliefs, assumptions, expectations, estimates, and pro;ectlons
the industry and the markets in which we operate. Past performance is not a reliable indicator of future performance
representation or warranty that any of the information contained in this presentation is accurate or complete. To
Advisors Pty Ltd does not accept any liability for loss arising from any reliance placed on the use of this pres '
contents of this presentation are confidential and must not be disclosed to any third party without our written ¢
reproduced or distributed without the written consent of Frontier Advisors Pty Ltd. Frontier Advisors Pty Ltd does
own independent taxation advice from a registered tax agent.
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