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BACKDROP

The FrostRB ESG Research Valuation/Integration Framework allows asset managers to create
customized ESG valuation parameters, regardless of their current research valuation process.

ESG research inputs are particularly difficult to value, given:
- the variety of approaches and ESG implementation strategies used by different managers

- the fact that important ESG research inputs, including databases, do not lend themselves to document or
interaction counting.

ESG Issues and Opportunities for Asset Managers

= Many asset managers are offering ESG products and are striving to integrate ESG principals in their
generalist funds.

Many asset owners would like managers to demonstrate how they are integrating ESG principals into the
investment process.

Given the variety of ESG approaches, how can managers value ESG research based on their investment
investment products and their individual ESG frameworks?

To fully participate in the growth of the ESG sector, managers will have to demonstrate that ESG integration
is more than superficial.
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THE ESG INTEGRATION JOURNEY

All too often, the fundamental and ESG analyst teams at asset
managers are operating in completely separate realms.

Integration is a major challenge, particularly for complex managers
running multiple investment strategies/products/asset classes.

ESG Research
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The FrostRB Framework systematically facilitates this or?\é?(rils?/n
integration, regardless of the complexity of the manager. Benchmark | nvestmen%
. . Process
Frost’s unique strategy research benchmarking database

provides context for both asset managers and asset owners.
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Framework
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KEY CHALLENGES
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...each asset manager must choose their own ESG focus.
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VARIABLE ESG EMPHASIS/PRIORITIES

Managers must also choose which of the ESG implementation strategies they will adopt —
and in what proportion.

Impact & Positive ] Advocacy
Investment Screening

Legal
Exclusion ESG Company Requirements
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All of these choices Will have an impact on the absolute and relative value of ESG research inputs to the manager.

No two manager’s ESG processes are identical.

ESG inputs will have differing values to each manager.
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INTEGRATION CHALLENGE: CRITICAL QUESTIONS
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Global Key Questions:

Growth .

Emerging
Markets

How can we determine the value of ESG
research inputs.....

- given our particular ESG process?

- given input diversity (data/documents etc.)?
- at the fund/client level?

How can we demonstrate the integration of
ESG research in our wider research process
to clients/stakeholders?

How can we determine whether incremental
ESG research spending should be internal
of external?

External ESG Research
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ESG SOLUTION OVERVIEW
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INDEPENDENTLY VALUE ESG RESEARCH/DATA PROVIDERS

Dashboard | Funds | Appraisals | Valuations | Producers | Analysis ‘
Priced Contract Analysis: ESG sumofund
) Valuations per Producer
v

2020 Contract

Provider Valuation Price Differential

IntegrumESG 67,540 23,400 44140 <——
SenseFolio 145,659 50,000 95659 —
Refinitive ESG Data Solutions 73,224 40,000 -33224 <+—
RepRisk 77,074 50,000 27,074
S&P Global ESG Solutions 115,734 30,000 85734
DESTECI o---- o [ T

Sustainalytics 57,739 95,000 37261 <+—

TruValue Labs 77,118 110,000 32882 *—

* Hypothetical Data — For Demonstration Purposes Only
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INDEPENDENTLY VALUE ESG RESEARCH/DATA PROVIDERS

Fund Product Professional Overall (%) Appraisal (') Valuation

1 1
[ Diversified Environmental P30y
1 1
———— [FESG Various (F) i i
I— _____________ 1 remmmmmm—————— 1 : !
By Fund i Emerging Mkis iGeneraI i Charles Graham i PM 25.00 10.00 2,025 i 2,198 i
1 H I 1
i Growth H i i H i
1 1 1 1
i H 1 1 1
i Global Growth | General i Charles Graham i PM 12.00 10.00 998 i 1472 i
1 i 1
i i ! i [ i
i Global Growth i General 1 Neil Scarth i PM 45.00 10.00 3,744 i 5521 i
i i i 1 i i
i Emerging Mkis i General i Neil Scarth i P 35.00 10.00 2835 E 3078 i
1 H : 1 1 i
1 1
i Growth i i i i i
i i i 1 i
! 1 H ? 1
By Theme i Equity Income | General i Neil Scarth i PM 50.00 10.00 945 i 945 i
1 1 1
1 1 1 1 1
i Global Praperty | General i Neil Scarth i PM 100.00 10.00 1,710 i 1,856 H
1 i 1
i i ! i i i
I Global Growth } Genera ! Samantha Green | RA 15.00 500 3% i 495 :
1 H : 1 H H
i Global Property i General i Samantha Green E RA 15.00 5.00 86 E 93 i
1 H : 1 1 i
1 1
H Emerging Mkts i General i Samantha Green | RA 20.00 5.00 90 i 9% i
i i i 1 i
1 ! 1
i Growth i i i i i
i i ! i 1 i
1 H 1 1 1
i Equity Income  } General i Samantha Green i RA 12.00 5.00 16 i 76 H
1 1 1 1
. i H 1 1 1
ESG Various (F)Total ~ TTTTTTTTTTTTTT : i 15,832 i
1
1 1
—— [{New Energy By Investment _ i 103,950 i
= » 1 1
——> [ Sustainable Food Professional boT0es
1 1
MSCI ESG Total Complete Transparency |EEEEPIT .
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BENCHMARKING ESG RESEARCH BUDGETS

All Client Client Client
Summary Comps Bps Al Money  AllP&L Money P&L Money P&L

Managers Managers Managers Managers Managers Managers  Managers
ESG Equities 8.0
et

Number of Managers:

632 7.0
Number of Funds:
1822
S p— 6.0
AUM ($ Millions)
Benchmark Max: 128,613
Min: 1 5.0
Average: 532
Median: 124
Bps of Research Budget 40
(Client Money)
Max: ] 30
Min: 4
Average: :
Median: b 20 20
Bps of Research Budget
(P&L) 10 Is this sufficient/
. -
Max: 8.0 competitive?
Min: 0.4
Average: 18 0.0

Median: 1.7 ' » : n
o Are your giving your investment teams a chance to be competitive?
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ESG INTEGRATION CHALLENGES

Current State ....

Many managers have struggled to integrate ESG factors in the investment process and into the research evaluation process.
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ESG INTEGRATION SOLUTIONS

Overlay ESG Research Valuation Framework
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CONCLUSION

ESG Research ﬁ

. _ o F[‘OSTRB Valuation/Integration
Position your firm to participate Frameworks
in the growth in the ESG market.
2020
Provider Valuation
IntegrumESG 67,540
Fully and demonstrably integrate SenseFolio 145,650
ESG and fundamental investment » :
Refinitive ESG Data Solutions 73,224
processes.
RepRisk 77,074 Specialist
S&P Global ESG Solutions 115,734 ESG
Providers
MSCI ESG 214,957
Independently value ESG research Sustainalytics 57,739
inputs based on your unique ESG TruValue Labs 77118
priorities. Sanford Bernstein 97,854
Morgan Stanley 31,721
UBS 111,756
Societe Generale 43,276
Kepler Chevreux 28,765

Total 1,142,417
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www.frostconsulting.co.uk
www.frostrb.com

London

Neil Scarth

Direct: + (44)203-786-6176 15 St. Botolph Street,
UK cell +(44) 774 8652356 London, UK, EC3A7BB

neil.scarth@frostconsulting.co.uk

New York
(917)439-1000 New York, New York
francois.gour@frostconsulting.co.uk USA, 10018

Legal Disclaimer Notice

This document has been produced by Frost Consulting, LLC. Everything in this document is provided "AS |IS: and without warranty of any kind. We have made every effort to offer
current, correct and clearly expressed information as possible. Inadvertent errors can occur and changes will be made when any error is brought to our attention. By providing this
document, Frost Consulting, LLC shall not be held liable, or undertake any responsibility whatsoever, for the content of third party information. All content and material on this site is
exclusivity property Frost Consulting, LLC, and may not be republished without expressed written permission.
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