Vontobel's ESG
integration approach -
adding value for clients
and companies

Sabine Dobeli
Head of Sustainability
Mgmt, Vontobel Group

June 16th, 2011

—
)
oe
O
-
4
®,
>

Important legal information:

The Global Responsibility European Equity, Global Responsibility US Equity and Global Responsibility Asia (Ex Japan) Equity are subfunds of the Vontobel Fund (SICAV), an investment fund under Luxembourg law.
Subscriptions to subfunds of Vontobel Fund (SICAV), an investment fund under Luxemburg law, should only be made based on the fund's latest prospectus with integrated statutes and regulations,

to which the latest annual report and, if applicable, the half-yearly report are attached have been studied thoroughly (and in Italy also the Documento Integrativo and the Modulo di Sottoscrizione). These documents are
available free of charge from Vontobel Fonds Services AG, Gotthardstrasse 44, CH-8022 Zurich, Switzerland and from Association Raiffeisen Switzerland, Raiffeisenplatz, 9001 St. Gallen, Switzerland, Bank Vontobel Osterreich
AG, Rathausplatz 4, A-5024 Salzburg and from B. Metzler seel. Sohn & Co. KGaA, Grosse Gallusstrasse 18, D-60311 Frankfurt/Main, as well as from authorized sales agents in Italy or from the Fund’s registered office in
Luxembourg.

The European SRI Transparency logo signifies that the Vontobel Global Responsibility Equity Funds commits to provide accurate, adequate and timely information to enable stakeholders, in particular consumers, to understand
the Socially Responsible Investment (SRI) policies and practices relating to the fund. Detailed information about the European SRI Transparency Guidelines canbe found on www.eurosif.org, and information of the SRI
policies and practices of the Global Responsibility Equity Funds can be found at: www.vontobel.com. The Transparency Guidelines are managed by Eurosif, an independent organisation.The European SRI Transparency Logo
reflects the fund manager’'s commitment as detailed above and should not be taken as an endorsement of any particular company, organisation or individual.
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Integration as a buzzword

Integration

6 000 23%
of European Market

with ESG Inte-

5000 gration?
4000 Integration: 2.8 Tr
53000 -
- Engagement: 1.5 Tr
2000 -

___________ Simple Exclusion: 1 Tr

. Core Strategies: 1.2 Tr

1000 -

2002 (EU-8) 2005 (EU-9) 2007 (EU-13)* 2009 (EU-14)
® Core SRI = Broad SRI

Source: Eurosif European SRI Survey, 2010
* Re-calculated according to the 2010 Core SRI definition.
Note: Market data coverage is evolving. 8 countries were covered in 2002, 9 in

2005, 13 in 2007 and 14 in 2009, FUn IO 111U HTUNAL Y Eo 1 un vor UNLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Why Integration at Vontobel Asset Management?

= We believe in Sustainability as a performance driver:
approach for all equities products

= Get financial analysts involved in ESG (they know their
companies better than external rating agencies)

= Looking for a way to focus our resources on interesting stocks
= No restriction to investment universe

= More flexibility to react to new information
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Responsible investing — A strategic commitment
rooted in Vontobel culture

Anchored in Corporate Culture
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Supporting Sustainability .
initiatives Direct company engagement

= 10 Sustainability Principles = Member of different = Signatory of the United
= CEO heads Sustainability Sustainable Investment Nations “Principles for
Committee Forums: Responsible Investment”
o _ - FNG aimed at fostering engagement
" dividends & donations o+~ ASTA s
charitable foundations - Forum per la Fin. Sostenibile = Company management
.. = Member of “The Sustainability systematically approached
- tembeliel Ereu s cl.lmate Forum” (Head of Vontobel AM with specific sustainability-
DEEL el 8 @ alimaie is President of TSF) related issues

strategy in place
= Cooperation with voting &

= Vontobel rated as engagement partner

‘sustainable” by INrate

Principl
O PRI, fincpls

I N I'atEd sustainability Invecimernt

*2010
FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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We adopt an investment approach integrating both
financial and sustainability perspectives
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Global Responsibility : :
Investment Philosophy Qo Bottom-up investment with long-

term horizon

= Identification of undervalued
companies based on long term cash
flow forecasts

= Sustainability criteria are a part of
our fundamental and intrinsic value
analysis

= Assessment of sustainability helps
identify investment opportunities,
reduce risks and contributes to alpha
generation

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION



Investment approach
Process 1s anchored to bottom-up proprietary research
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Screening & Valuation & Portfolio Proxy Voting & \Monitoring & Risk

Idea Generation Selection Construction Engagement Management
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~20,000 ~200 ~40 - 70

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Screening ensures that analysts focus their research
effort and generate best investment ideas
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Screening & Idea Generation

HOLT CFROI Global
Equity Database

= Filtering > $1 bn market cap
: = Avg. Daily trading volume > $8 mn

L e By

: = CFRol screen, momentum and
operational performance

\@ Investable stock list

1 |

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Encompassing Sector Papers as a
basis for ESG Integration

Cons. Cons. Health

IT Tele-
Discret. | Staples | Care

com

Materials

Introduction

VONTOBEL|

Summary

The consumer staples sector i characterized by high innovation eycles, strong margin pressure
and a globally spread out supply chain. It is important for companies to clasely menitor costs,
control their suppliers in order to guarantee product safety and show constant innovation in

companies' capa

Main Risks and

.. o beverags
consume

Opportunities -
geing be
Qffering Summary
fulfl cha
opportut Mining projects are extremely costly and long-term oriented. Growing resource consumplion,

« Supplyc together with ageing mines and increasing resource scarciy, drove the prosperous past years for

standand the large players that dominate the industry. Capital spending increased strongly as well, with
P"[":d“ more projects being located in challenging settings and potentially problematic regimes. Such
safely s

challenges together with the costs and scale of projects lead to an increased focus on efficient &
smooth processes. The following issues will affect mining companies’ capacity to create returns

b and will present a risk to some of them and result in apportunities for athers:
climate ¢
il = Resource-management skills (i.e. energy, water, staffy and operational efficiency are

becoming eritical profit-drivers.

3 4 htened ker's health and saf 1l I
Heightened attention is put on worker's health and safety as well as community relations to
in the cansumer gd . 2 4 4
avaid project interruptions.
invest in compar

Investors and regulators penalize firms with failing anti-corruption measurements as

St * ;:‘:r:fu‘ concentrated capital flows in problematic countries threaten to corrupt regimes
a n d a rs :)‘ 2ppre In the mining sector, we see the following critical issues and define the way we invest in
sdupiid companies involved in them.
threat ot o
iy . of human rights and are not only shunned on ethical
. :"m'r‘l" grounds, in the long term they go against econormic logic. For this reason we expect
companies to have a strong human rights policy and to have systems in place which
Hind guarantee their enforcement
E:“"u“r"afi = Mining often generates highly concentrated capital flows in countries with low democratic
Sanen standards which fuels corruptian. Companies should therefore have well-defined and
executed anti-corruption policies in place.
Thus, we look far firms with systematicelly applied systers ta support environmental
ot performance, health & safety and social impacts, and strong, govemance structures

The consumer st

Slectole) tobas 1. Introduction into the mining sector

Controversial
Issues

The mining sector includes firms engaged in exploring, mining, refining, smelting, producing and
selling products related ta precious- / nan-precious metals (e.g. gold, platinum / iron, steel,
aluminium) and minerals (e.g. sal, borate, phosphate rock). Prominent firms involved include
BHP Billton, Xstrata, Rio Tinto, Barrick Gold and Freeport-McMoRan

Vontobel Asset Management

As greenfield mining projects are typically extremely costly and lengthy (5-10 years), the
industry is highly capital intensive, and therefore is dominated by consolidation and large firms,
mest of which operate intermationally and are publicly listed. Some smaller firms are active in the
exploration field (and are potential takeover targets)

With emerging markets' resource consumption increasing, driven largely by demand from China,
and reserves of several mining products reaching depletion at a determinable point in time,
demand for mining products remains generally strong. In addition, the high propertion of
valuable minerals (low grade ore) is declining due to ageing mines. Commodity prices and
production growth are the principal drivers of the pricing of metals and mining companies, as the

Questions to
companies

Vontobel Asset Management

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION



Selection and Valuation
Overview
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Sector specific
short list

Valid investment
idea?

| O

\ 4 \ 4

Complies with min.
sustainability standards?

No controversial
exposures

l O

) 4 \ 4
o
Investment
Recommendation

= Company specific analysis

= Sector context

» Sustainability-opportunities & risk
= Company Meetings

= CFROI Valuation

= Actively researched, sector

specific minimum sustainability
standard framework

= Sector sustainability paper as

reference for stock specific
assessment

= All exposures to controversial
activities will be reviewed

= If our assessment is negative
then we will not invest

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Sustainability provides perspective
on opportunities and risks
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= Improving environmental impact
Operational / = Managing human capital
Strategic = Managing community relations
Opportunities = Maximising shareholder value
Products and | = Supporting sustainable development
Services = Anticipating global trends

. = Requlatory and policy exposure
Potential g y o p. .y P
— = Sector-specific minimum standards
developments . .
= Contentious activities

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION




Aggregated E, §

Total Minimum

Environment

Emvivo nment

Criteria

Environmental Management
System:

A systematic app
policies, targets 2
Integration of enw
considerations in
managerial proce
systems and repo

Operational Eco-Efficiency:
Comprehensive, group-wide reporting an
related dewvelopments: water, energy,
materials, recycling, waste generation,
emissions.

Life Cycle Management System:
Product life cycle azsessment: raw
materials, manufacturing, packaging,
diztribution, use, disposal and other
environmental considerations
Fotential environmental impact of
products

Sector weight in

Score acc. to
performance:
O_

Weight per
section

Example:
ESG Minimum Standard Framework for Bayer

Social

Governance

Page 11

Social Governance
Comment Score Criteria Comment Score Criteria Comment Score
Broad implementation of satety Employees: 1003 of locations are covered by a Board Independence: In Germany, audits, nominations
i Fair compens=ation & training health and safety management system. - Majarity of independent directors in and remunerations are handled by 2
2Nk rate Health & zafety policies bioard superdisory board
Folicy For the retention & attraction of - Independent directors in remuneration-, | independent of executive
10 bzt people 5 nomination-, audit committess Managers. 10
Mon discrimination [women, minorities, - Board performance evaluation
dizabled) - Independent auditors
1 O Mlinimum labour dizputes
Freedom of association
Group-wide implementation of a Clinical trials and access to The company has implemented Shareholder rights: There are no limitations on voting
strateqy for addressing climate medicines relewant measures ko increase Access - Mo wating rights restrictions rights, ie, ore share entitles the
change and related sector-specific Caommunity investment: programs o to Medicines in developing countries. - Balanced sharehalder structure hiolder ko one wote.
risks. Reports of energy prowide access to health to low income - Procedures for anti-takecwer
consupkion, greenhouse gas 5 populations. 5 protection 0
emissions, waske generation and Ethics in FifD: contral of outsourced
dispozal trials, best practics in dewveloping
countries.
Strong measures regarding Misleading marketing Bayer states that it follows the ‘Ethical Ezecutive remuneration: Compensation for edecutive board
product zafety (Product Aduertising: use of approved Ciriteria For Medicinal Orug Tranzparency & justifiable levels of members is dizclosed on an
=tewrdship] promotional material. Promotion' publizhed by the WHO, the execuUtive compensation individual basis and sub-divided
Product sabety: transparency of clinical | corresponding codes of conduct drawn Enecutive compensation models linked | according
trials results up by the international to ESG performance and decided by an | to fited amaounts, variable
pharmaceutical association IFFRA, independent committes [long term performance-related components
and national codes of conduct. In the models of preference and long-term incentive
g field of crop protection, the company g COMponents. g
states that Bayer CropScience
obzerves the ‘International Code of
Conduct an the Distribution and Use of
Pesticides' supported by the FAD and
WHO.
Sny 'F* scor 6.7 50 83
103 103 . 203
Total:
writeria scores faulcmated formofaf Mote: Any 'F' score Fails the entire rating. B3

5 as minimum

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Input from various specialised
research partners
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= Facts and data from
research partners
are relevant input
to our research
process

= We do not auto-
matically take
research partners’

. | e rating to come to

o, our decision

" Go

vernanceMetrics REPR' SK 3)@

= Internal resources
assess, question
and complement
external ratings

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Collaboration with Hermes EOS for systematic voting and
engagement research, execution and reporting

= Assess upcoming voting options at AGMs (e.qg. = Identify controversial financial or
“Publish CSR report”, “elect XY Board member”) sustainability issues
= Provide research and voting recommendations = Engage in a dialogue with management
For / Against / Abstain? that support investors’
inancial and sustainability interests = Report on issues, dialogues, achievements

= Execute votes and provide reporting

ViewPoint Voting System HE ES E

Company XY - Annual Meeting 2011 Recommendation Decision
Accounts and Reports For
Allocation of Profits/Dividends For
Election of Directors Split
Elect ZHANG Hui For
Elect WU Jianguo Against
Directors’ Fees For

Appointment of Auditor and Authority to Set Fees  For

Authoerity to Issue Shares w/o Preemptive Rights Against

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Cooperation of Financial and
Sustainability Analysts
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Global Equities Research Sustainability Research

= Sector know-how = Global Sustainability Trends

= Bottom-up stock analysis = Top-down issue analysis

= Integration of ESG = Liaise with research partners
External Stock Analysis: Support:

Research = Integration of = Pointing out risks/oppor-

Providers: ‘ Opportunities & Risks _ tunities and critical issues

Ratings & = ESG Minimum Standards = Support in benchmarking
Reports = Controversial issues = Second opinion

]
Discussion in weekly sustainability meetings

W

Decision ‘ Non investable

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Case study: Chevron

Valuation Case:

CHEVRON GORP [GVX)
Endgeate 1. G

Analysis by Financial Analyst: jj R " ]
- Valuation ok H Laremili i =

. of e 12 N
- Sustainability: B (below average) e e
The target price of $120 implies a gradual ramp up of Cash Flow Return On Investment (CFROI) to 9%. The price target is derived
‘ from a discounted cash flow based HOLT model using a forecasting period of 5 years, with 5 years average normalised sales growth
of 6%, normalised Ebitda margins around 16% and a real discount rate of 5.6%.
L] L] L] L]
.
Analysis by Sustainability Analyst:
L] L] L]
- Reporting ok and improving
L] L]
- Systems inadequate for risks
Sustainability Analyst Statement
hd hd An aroup-wide environmental manaaement svstem is in place and limited reportina on environmental indicators
- Human rights issues :
-

Discussion in Sustainability S 00 v s v

Summary: As one of the largest 0il & Gas companies active in many countries, Chevron faces a variety of ESG
risks that it increasingly addresses yet doesn't seem to be willing to really mitigate

VONTOBEL

CVX US Equity Conviction Level (1-5)*: 3
. Currency: usD ISIN US1667641005
° Market Cap (mn): 155'318 Initiation Date: September 9, 2010
M e et.l n g ° Current Price: 7 Initiation Price: 7
52-Week High: 83 Target Price: 120

52-Week Low: 67 12M Expected Return: 55%

- Removal from focus list

We recommend removal from the Focus List

8 . 2
- Feb. 15. 2011: Chevron fined $8bn. for polluting Ecuador's Amazon

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Vontobel with long-standing experience in responsible
investing - sustainable funds since 2001
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m) 8.4% of Vontobel Asset Management AUM are sustainable

Aktien

Obligationen

Gemischte Anlagen

Alternative Anlagen

Strukturierte Produkte

0 200 400 600 800 1000 1200 1400 1600 1800
in m CHF

=

(tra nSIparEnt ol epe ;
- All Vontobel Global Responsibility funds have been awarded the ,transparent” logo of Eurosif

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Conclusion

= Integration approach with key success factors:
- Explicitly integrated into the investment process

- Sustainability analysis conducted by equity analysts and
integrated into financial assumptions

- In-house Sustainability Research team

- Voting and engagement process
= Performance and sustainability can be attained

= Sustainability integration provides perspective on opportunity
and risk, and will impact stock selection and portfolio
construction

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION
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Appendix
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Vontobel Product Overview
Vontobel Global Responsibility Equity Funds
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transfsret  CARE GROUP

GLOBAL SUSTAINABLE AND ETHICAL MANAGEMENT

7

Portfolio-Manager Andy Nigg Stephen Tong Alan Niederer Steve Triantafilidis

# stocks fund 30-60 40-70 30-60 40-70
Inception date 17.11.2008 17.11.2008 17.11.2008 01.09.2010
Currency USD/EUR USD/EUR EUR usD
Benchmark S&P 500 - TR JI:SaC;[])ArSe?S';; fJeSXD I”:‘]fjceIXET”r{Onpeet MSCI World TR
Management-Fee (Base) 1.5% 1.65% 1.5% 1.5%
Bloomberg Ticker (Base) VONGLUA LX VONASIA LX VONGLRA LX VGRIEIU LX
ISIN (Base) LU0384407051 LU0384409180 LU0384406673 LU0384408968

FOR INSTITUTIONAL INVESTOR USE ONLY / NOT FOR PUBLIC VIEWING OR DISTRIBUTION



