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Tim Manuel

Welcome to The Exchange: Aon’s Responsible Investment Network
Bulletin for institutional investors, focused on key developments
and new thinking in responsible investment.

Aon’s Responsible Investment Network provides an accessible
forum through which investors can build their knowledge of
responsible investment and collaborate with peers, industry
participants and thought leaders on this topic and exchange ideas
and views.

We want to encourage dialogue among pension trustees and other investors to proactively

confront issues such as climate risk and sustainable investment opportunities in their portfolios.

Only 43%

of trustees are actively
considering climate change
in their investment strategies

Source: The Pension Regulator’s annual
DC scheme survey, 2001.

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

Trustees have enormous power when
it comes to responsible investment and
must use it wisely.


https://www.thepensionsregulator.gov.uk/-/media/thepensionsregulator/files/import/pdf/dc-research-summary-report-2020.ashx
http://aon.com/responsibleinvestment
https://www.aon.com/getmedia/2ef1d234-cbc8-4b7a-be3e-e27b40765b8c/Aon-s-Responsible-Investment-Services_1.aspx
https://www.aon.com/unitedkingdom/retirement-investment/investment/ri-network
https://www.thepensionsregulator.gov.uk/-/media/thepensionsregulator/files/import/pdf/dc-research-summary-report-2020.ashx

From 1 October 2021, pension
schemes with more than £5bn
in assets, and authorised master
trusts, must report on how they
manage governance around
climaterisksin their portfolios.

All trustees will need to monitor regulatory changes this year which
will affect how they report on climate risk.

From 1 October 2021, pension schemes with more than £5bn in assets, and
authorised master trusts, must report on how they manage governance around
climate risks in their portfolios, based on Task Force on Climate-related Financial
Disclosures (TCFD) guidelines. They must also explain how they assess opportunities
for sustainable investment.

The TCFD framework has been designed for many
different investors, including banks and insurers
el A as well as pension schemes. To help DB and DC
trustees, the government has published new
guidance. Aligning your pension scheme with the
Task Force on Climate-Related Financial Disclosures
which is specifically aimed at pension schemes.

It has been developed by the Pensions Climate
Risk Industry Group (PCRIG), a government and
industry body.

While only the largest schemes are required to comply this year, the requirements
will be extended to schemes with over £1bn in assets from October 2022 and

will be reviewed to include smaller schemes for 2024. Trustees of all pension
schemes should become familiar with the regulations now, and plan how they will
implement them.

The final details of the regulations are currently under consultation.



https://www.gov.uk/government/publications/aligning-your-pension-scheme-with-the-taskforce-on-climate-related-financial-disclosures-recommendations
https://www.gov.uk/government/publications/aligning-your-pension-scheme-with-the-taskforce-on-climate-related-financial-disclosures-recommendations
https://www.gov.uk/government/consultations/taking-action-on-climate-risk-improving-governance-and-reporting-by-occupational-pension-schemes-response-and-consultation-on-regulations
https://www.thepensionsregulator.gov.uk/-/media/thepensionsregulator/files/import/pdf/dc-research-summary-report-2020.ashx

[s your consultant climate competent?

Investment Consultants Sustainability Working Group (ICSWG) launches a trustee guide
for assessing consultants' climate competency.

If trustees are to take full ownership of responsible investment, their consultants and asset managers must be well equipped to support them.

Aon has contributed to a new climate competency framework that will help schemes assess how effectively their investment consultant is performing on climate risk.

The guide is the culmination of a collaboration by Investment Consultants Sustainability Working Group (ICSWG), a joint initiative between 17 consultancy firms,
including Aon, and other industry bodies, in response to the PCRIG’s consultation (see the story ‘Trustees’ new reporting duties’). PCRIG recommends that trustees
should explore how their consultants and asset managers demonstrate climate competence and if they deliver best practice.

The ICSWG's guide identifies five themes that trustees should assess:
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Firm-wide climate :  Individual consultant  : Use of tools and :  Thought leadership Assessment of

expertise and climate expertise software to support and policy advocacy investment managers
commitment :  climate-related risk  : and engagement
: : assessment and with them
monitoring : :

We — along with the other members of the ICSWG — hope it empowers trustees to demand higher standards and greater accountability from their advisers
and managers. That, in turn, should drive future innovation and best practice across the pensions industry.

Thisnew and powerful initiative underscores the importance the UK consulting industry places on the urgent
climate change challenge and onitsrole in supporting all market participants to play their part.
Learn more about the ICSWG



https://www.aon.com/getmedia/d45704df-efc8-4530-9037-c4d0120f6503/ICSWG-Consultant-Climate-Competence-Framework-(January-2021).aspx
https://www.aon.com/unitedkingdom/retirement-investment/investment/icswg-launches-trustee-guide-climate-competency.jsp
https://www.aon.com/unitedkingdom/retirement-investment/investment/icswg-launches-trustee-guide-climate-competency.jsp

(D o (D Watch video: Creating global impact
- Investing for a brighter future

Read article: Impact Investment:
Capital as a catalyst for change

TheIntergovernmental Panel on
Climate Change suggests that, over
the next 20 years, investments in
‘green’ projects will need to meet
an estimated value of $2.4trn
(£1.8trn) per annum, to successfully
tackle the climate crisis'.

The economic environment, financial markets and asset prices are all
influenced by global megatrends, such as climate change, shifting
demographics, and political tensions worldwide.

At the same time, pension scheme members’ interest in addressing environmental
and social issues through their investments is increasing — and so is pressure from the
government and regulators.

This is not a small problem. The Intergovernmental Panel on Climate Change suggests that,
over the next 20 years, investments in ‘green’ projects will need to meet an estimated value
of $2.4trn (£1.8trn) per annum, to successfully tackle the climate crisis'.

Impact investing is one way to meet the needs of portfolios, people and the planet. Funds
aim to generate strong investment returns while driving positive, sustainable outcomes

for both society and the environment. Rather than simply excluding ‘sin stocks’ from
portfolios, impact investing seeks out well-run companies that provide products or services
that positively impact the world around us.

That’s the philosophy behind Aon’s new Global Impact Fund. The fund focuses on investing
in businesses which help to drive the United Nations Sustainable Development Goals
(SDGs), and that actively address long-term issues such as climate change, healthcare
innovation and social equity.

Learn more about Aon’s Global Impact Fund or contact Geri McMahon.

Thttps://www.ipcc.ch/sr15/chapter/spm/


https://www.ipcc.ch/
https://www.aon.com/unitedkingdom/retirement-investment/investment/investing-for-impact.jsp
https://www.aon.com/unitedkingdom/retirement-investment/investment/investing-for-impact.jsp
https://www.ipcc.ch/
https://www.ipcc.ch/
https://www.portfolio-institutional.co.uk/esg-hub/impact-investment-capital-as-a-catalyst-for-change/
https://www.portfolio-institutional.co.uk/esg-hub/impact-investment-capital-as-a-catalyst-for-change/
https://players.brightcove.net/1509269527/r1Slc5MP_default/index.html?videoId=6220037660001
https://www.portfolio-institutional.co.uk/esg-hub/impact-investment-capital-as-a-catalyst-for-change/

Only 70/0

of DC scheme members checked their
pension savings to see if they had been
affected by last year's market volatility.

have checked where their pensionis
invested to seeif they are comfortable
with this from an environmental
and ethical standpoint

Source: Keeping on track in challenging times -
Aon’s DC member survey, 2021.

About the Cambridge Institute of
Sustainability Leadership

Aon is a member, and the current Chair, of The Investment Leaders
Group (ILG), a global network of pension funds, insurers and asset
managers, with over £15 trillion under management and advice,
committed to advancing the practice of responsible investment.

It is a voluntary initiative, driven by its members, facilitated by the

Cambridge Institute for Sustainability Leadership (CISL), and supported

by academics in the University of Cambridge.

The ILG’s vision is an investment chain in which economic, social
and environmental sustainability are delivered as an outcome of
the investment process as investors go about generating robust,
long-term returns.

Get in touch to learn more, or to participate in research
projects undertaken by CISL.

Aon’s latest DC member survey — Keeping on track in challenging times

— reveals the extent to which members depend on trustees to manage
responsible investment issues on their behalf.

We surveyed 2,000 DC scheme members and found that, despite last year’s market volatility,
only 7% checked their pension savings to see how they had been affected. On that basis, it’s
not surprising that just 4% said they had checked to see if they were comfortable with the
way their pension is invested from an ethical or environmental standpoint.

Trustees really are in the driving seat when it comes to managing members’ investments, and
simply offering an ESG self-select fund isn’t sufficient. A study that we carried out as part of
our involvement with the Cambridge Institute for Sustainability Leadership, Walking the talk:
Understanding consumer demand for sustainable investing, found that if members are given
the choice between two similar funds, they would choose to invest in the one with better
sustainability credentials.

With most members unlikely to make active choices
or monitor investments for themselves, DC scheme
trustees must take thereins on their behalf. That means
proactively putting responsible investment at the heart of
the default strategy and communicating it to members.

These factors, combined with Aon’s core belief in the importance and potential risk and return
benefits of responsible investment, have contributed to our decision to use a low-carbon
investment approach for all our defined contribution (DC) pension default funds. That includes
our solutions for in-house DC schemes, as well as our master trust and GPP offerings.


https://www.aon.com/unitedkingdom/retirement-investment/defined-contribution/defined-contribution-pension-survey-2021
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/walking-the-talk-understanding-consumer-demand-for-sustainable-investing
https://www.cisl.cam.ac.uk/resources/sustainable-finance-publications/walking-the-talk-understanding-consumer-demand-for-sustainable-investing
https://www.aon.com/unitedkingdom/retirement-investment/investment/investing-for-impact.jsp
https://www.cisl.cam.ac.uk/business-action/sustainable-finance/investment-leaders-group
https://www.cisl.cam.ac.uk/business-action/sustainable-finance/investment-leaders-group
https://www.cisl.cam.ac.uk/
mailto:mailto:talktous%40aon.com?subject=I%27d%20lik%20to%20learn%20more%20about%20the%20Cambridge%20Institute%20of%20Sustainablity%20Leadership

Impact investing: capital as a catalyst for change
Wednesday 10th March, PLSA Annual Conference. 3.10 — 3.30pm If you would like to find out more, please
contact us or ask your local Aon consultant

We will host a ‘Lightning Session’ at this year’s conference, exploring the latest developments in :
responsible and impact investing. Not attending PLSA this year? A recording of this session will be for more details.
available after the event — please get in touch if you would like to receive this.

...................................................................................................................................

Tim Manuel

The power behind your capital: investing for a better future Head of Responsible

Wednesday 24th March. 11.15am — 11.40am Investment, Aon

. . o timothy.manuel@aon.com
Discover the power wielded by your assets and how your managers are using it. Learn about the tools

you must have to take back control, the steps Aon are taking to make an impact and the latest regulation
surrounding responsible investment. Register here.

This session will form part of Aon’s Pension Conference Reflect, Reset and Re-Plan, taking place Geri McMahon

22nd — 26th March 2021 ] Associate Partner,
" Responsible Investment, Aon

geri.mcmahon@aon.com

...................................................................................................................................

Aon's Responsible Investment Network: Impact Investment

Wednesday 21st April 2021. 2pm — 3pm

aon.com/responsibleinvestment
Join us to discuss and debate the merits of impact investing. You may also be interested in this article, Impact

investing: Capital as a catalyst for change, recently featured in portfolio institutional.

Learn more about Aon’s Responsible Investment Network.

...................................................................................................................................

Recent articles and thought leadership

e Covid, climate and compliance — Focus on * Alittle less conversation, a little more action please ¢ Pension schemes have ‘nothing to lose’ in

Responsible Investment . . . . collaborating to address climate change
e Transparency in ESG investing: Full disclosure

¢ Investing for Impact — Exploring opportunities . * Keeping pace with responsible investing —
d P P g.opp e Collaborate to combat climate change, pIng p P g

in publicly-traded equity trustees uraed trustee essentials
trustees urged

e Active Ownership: An underappreciated impact



http://aon.com/responsibleinvestment
mailto:talktous%40aon.com?subject=PLSA%20Lightening%20Session
https://www.aon.com/getmedia/8143f37e-f3b9-4b62-aae8-945db2a80a81/Aon-Investment-Research-2020_Focus-on-responsible-investment.aspx
https://www.aon.com/getmedia/8143f37e-f3b9-4b62-aae8-945db2a80a81/Aon-Investment-Research-2020_Focus-on-responsible-investment.aspx
https://www.aon.com/getmedia/c154e783-7a37-4dda-b0b4-acf29d54c82c/Investing-For-Impact.aspx
https://www.aon.com/getmedia/c154e783-7a37-4dda-b0b4-acf29d54c82c/Investing-For-Impact.aspx
https://www.aon.com/unitedkingdom/retirement-investment/investment/responsible-investment/an-underappreciated-impact.jsp
https://www.aon.com/getmedia/0cab6538-84f1-4ad2-9654-f00b75088a56/Trustees-have-no-reason-to-ignore-ESG-when-investing.aspx%E2%80%8B
https://www.aon.com/unitedkingdom/retirement-investment/investment/responsible-investment.jsp
https://www.ipe.com/news/collaborate-to-combat-climate-change-trustees-urged/10048395.article
https://www.ipe.com/news/collaborate-to-combat-climate-change-trustees-urged/10048395.article
https://www.pensionsage.com/pa/PLSA-AC-2020-Pension-schemes-have-nothing-to-lose-in-collaborating-to-address-climate-change.php
https://www.pensionsage.com/pa/PLSA-AC-2020-Pension-schemes-have-nothing-to-lose-in-collaborating-to-address-climate-change.php
https://www.aon.com/getmedia/56a8c744-51f0-48ed-ab4a-5df36873558c/Keeping-pace-with-responsible-investing___trustee-essentials_August-2020.aspx
https://www.aon.com/getmedia/56a8c744-51f0-48ed-ab4a-5df36873558c/Keeping-pace-with-responsible-investing___trustee-essentials_August-2020.aspx
https://retirement.aonunited.com/2021-virtual-pension-conference
https://www.aon.com/unitedkingdom/retirement-investment/aons-pension-conference-2021.aspx
mailto:talktous%40aon.com?subject=Aon%27s%20Responsible%20Investment%20Network%2021st%20April%20-%20Register%20me%21
https://www.portfolio-institutional.co.uk/esg-hub/impact-investment-capital-as-a-catalyst-for-change/
https://www.portfolio-institutional.co.uk/esg-hub/impact-investment-capital-as-a-catalyst-for-change/
https://www.aon.com/unitedkingdom/retirement-investment/investment/ri-network

About Aon

Aon plc (NYSE:AON) is a leading global professional services firm providing a broad range of risk, retirement
and health solutions. Our 50,000 colleagues in 120 countries empower results for clients by using
proprietary data and analytics to deliver insights that reduce volatility and improve performance.

© Aon plc 2021. All rights reserved.

This document and any enclosures or attachments are prepared on the understanding that it is solely for the benefit of the
addressee(s). Unless we provide express prior written consent, no part of this document should be reproduced, distributed or
communicated to anyone else and, in providing this document, we do not accept or assume any responsibility for any other purpose or
to anyone other than the addressee(s) of this document.

Notwithstanding the level of skill and care used in conducting due diligence into any organisation that is the subject of a rating in this
document, it is not always possible to detect the negligence, fraud, or other misconduct of the organisation being assessed or any
weaknesses in that organisation’s systems and controls or operations.

This document and any due diligence conducted is based upon information available to us at the date of this document and takes no account
of subsequent developments. In preparing this document we may have relied upon data supplied to us by third parties (including those
that are the subject of due diligence) and therefore no warranty or guarantee of accuracy or completeness is provided. We cannot be held
accountable for any error, omission or misrepresentation of any data provided to us by third parties (including those that are the subject of
due diligence).

This document is not intended by us to form a basis of any decision by any third party to do or omit to do anything.

Any opinions or assumptions in this document have been derived by us through a blend of economic theory, historical analysis and/or other
sources. Any opinion or assumption may contain elements of subjective judgement and are not intended to imply, nor should be interpreted
as conveying, any form of guarantee or assurance by us of any future performance. Views are derived from our research process and it should
be noted in particular that we can not research legal, regulatory, administrative or accounting procedures and accordingly make no warranty
and accept no responsibility for consequences arising from relying on this document in this regard.

Calculations may be derived from our proprietary models in use at that time. Models may be based on historical analysis of data and other
methodologies and we may have incorporated their subjective judgement to complement such data as is available. It should be noted that
models may change over time and they should not be relied upon to capture future uncertainty or events.

To protect the confidential and proprietary information included in this material, it may not be disclosed or provided to any third parties
without the prior written consent of Aon.

Aon does not accept or assume any responsibility for any consequences arising from any person, other than the intended recipient,
using or relying on this material.

Copyright © 2021. Aon Solutions UK Limited. All rights reserved.

Aon Solutions UK Limited Registered in England and Wales No. 4396810 Registered office:

The Aon Centre, 122 Leadenhall Street, London, EC3V 4AN.

Aon Solutions UK Limited is authorised and regulated by the Financial Conduct Authority.

Aon Solutions UK Limited’s Delegated Consulting Services (DCS) in the UK are managed by Aon Investments Limited, a wholly owned
subsidiary, which is authorised and regulated by the Financial Conduct Authority.

Compliance Code: A50-300821

www.aon.com

Empower Results®
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