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ESG'S EMERGENCE AS A PRINCIPAL THEME IN

ASIA

Rapid growth and wealth expansion -
performance opportunity

Earth’s largest single geographic region, Asia represents
approximately 60% of the planet’s population and is one of its
fastest growing economic areas. The region had more
billionaires in 2017 than anywhere else and it will represent
57% of middle-class consumption by 2030.

Asia holds opportunity as both a destination for strong
investment returns and a local source to grow assets managed.
Assets for managers in Asia grew 17% in 2017, higher than the
rates seen for that by firms in Europe (including the UK) and in
North America. Further, Asia (ex-Japan) equities experienced
their best performance ever in 2017.

Global citizen with Asian DNA

Despite this, it has been perceived as relatively opaque by
investors from many other parts of the world, due to its
diversity, size and differing levels of development and growth.

Nikko AM recognises the opportunity here in serving its clients,
as it has called Asia home for nearly 60 years, with
representation across nine markets worldwide. The Firm holds
a fundamental commitment to the highest levels of ESG
standards both in the way it manages itself and in approaching
the businesses it invests in on behalf of its clients. In so doing,
it introduces added transparency and by extension,
investment opportunity.

Progressive solutions

The Firm was an early signatory to the Principles for
Responsible Investment (PRI) and its ESG Committee on the
investment team is focused on ensuring sustainable and
ethical practices at its invested companies.

Nikko AM launched a Corporate Sustainability Department in
September 2018, tasked to monitor and report on these
stringent ESG standards in its investment processes. The
Department also manages the Firm’s own internal
commitments in the ESG space.

Environmental — Nikko AM is proud to be the first asset
manager headquartered in Asia to support efforts to address
the four areas of The Investor Agenda. This encourages asset
owners and managers to act to help keep the global
temperature rise below 2 degrees Celsius, while calling for
government implementation of the Paris Agreement. It does

this through investor disclosure, corporate engagement, policy
advocacy and investment. Nikko AM has also joined the Asia

Investor Group on Climate Change (AIGCC), to collaborate with
its peers on climate change considerations, particularly in Asia.

Social - The Firm has teamed with Japan for UNHCR, a

national partner of the UN Refugee Agency, whereby Nikko
AM globally supports funding for school supplies and
textbooks, access to schools, and extracurricular and classroom
facilities through the UNHCR Educate A Child (EAC)
programme. This aims to help address the global crisis
regarding displaced people.

The Firm also supports local grass roots charitable giving and
volunteering, designed to respond to the greatest need
identified by employees specific to each of its markets. In
addition, Nikko AM contributes to earthquake and other
disaster relief efforts by donating a portion of fund
management fees and soliciting donations from staff.

Also committed to diversity, the Firm represents 30
nationalities across its nine markets, and has robust support
mechanisms in place - including a full half of employees in
Japan taking advantage of flex time. It operates a Diversity &
Inclusion Programme, encompassing working groups focused
on women, LGBT, and disability, populated by employee vol-
unteers engaged in raising awareness and promoting
engagement to address the challenges that these groups face.

Governance - With regards to perceptions of opacity,
governance is among the most important areas of focus in
looking to invest in Asia, and Nikko AM has been at the
forefront of best practices in how it manages itself and in the
way it approaches its invested companies.

Asset managers in Japan, historically relatively hands-off, have
been a focus for Prime Minister Shinzo Abe, who introduced
the stewardship code in 2014. He pushed for them to press
firms to improve profitability and invest excess cash, or return
it to investors. This was followed in 2015 by the corporate
governance code, a set of principles for companies themselves
to follow.

With this, the nation’s money managers are changing, and
Nikko AM is at the forefront. The Firm exercises its voting rights
to fulfil its fiduciary responsibilities to its clients and engages
closely with the companies in which it invests, to encourage
governance improvements that enhance shareholder value.
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Nikko AM had more than 3,700 interactions with executives at
the Japanese firms in which it invests in fiscal 2017 to push for
better corporate governance. That compares with 2,100 during
the year ended March 2014. It also strengthened its research
team, which takes charge of engagement - 30 research
analysts, along with the company’s fund managers, use
investor relations calls and one-on-one meetings to press
invested companies to change. Nikko AM votes against any
proposals that weaken shareholders’ rights, for example
rejecting proposals to appoint non-executive directors if they
don’t have sufficient independence from the company.

In further support of best practice in the industry and
prioritising client interests, the Firm worked closely with
Bloomberg to makes its portfolio and risk analytics platform
available to institutional clients and other asset managers in
Japan - including Nikko AM’s competitors. Particularly
valuable to Japanese regional banks, which previously had lim-
ited capacity for internal risk management, the platform
provides better clarity on portfolios, analysis of positions, and
provision of key data.

Aiming to act as a role model, Nikko AM also stands by
stringent requirements with regards to its own governance. It
has long maintained an independent board, five of the 10 of
whom are non-executive directors, with a significant
proportion non-Japanese and/or female, in keeping with a
dedication to diversity.

A compelling opportunity

Nikko AM is leading the effort to promote ESG to maximise
investment returns, focused on the Asia region. It does this
through adherence to stringent ESG standards in investing and
in acting as a role model through its internal ESG
commitments, for a fundamental focus on performance
delivered through progressive solutions, as a global asset
manager with its roots in the dynamic and fast growing Asia
Pacific region.
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Important Information

This document is prepared by Nikko Asset Management Co., Ltd. and/or its
affiliates (Nikko AM) and is for distribution only under such circumstances as
may be permitted by applicable laws. This document does not constitute
investment advice or a personal recommendation and it does not consider in
any way the suitability or appropriateness of the subject matter for the
individual circumstances of any recipient.

This document is for information purposes only and is not intended to be an
offer, or a solicitation of an offer, to buy or sell any investments or participate
in any trading strategy. Moreover, the information in this material will not
affect Nikko AM'’s investment strategy in any way. The information and
opinions in this document have been derived from or reached from sources
believed in good faith to be reliable but have not been independently verified.
Nikko AM makes no guarantee, representation or warranty, express or implied,
and accepts no responsibility or liability for the accuracy or completeness of
this document. No reliance should be placed on any assumptions, forecasts,
projections, estimates or prospects contained within this document. This
document should not be regarded by recipients as a substitute for the exercise
of their own judgment. Opinions stated in this document may change without
notice.

In any investment, past performance is neither an indication nor guarantee of
future performance and a loss of capital may occur. Estimates of future
performance are based on assumptions that may not be realised. Investors
should be able to withstand the loss of any principal investment. The mention
of individual stocks, sectors, regions or countries within this document does
not imply a recommendation to buy or sell.

Nikko AM accepts no liability whatsoever for any loss or damage of any kind
arising out of the use of all or any part of this document, provided that nothing
herein excludes or restricts any liability of Nikko AM under applicable
regulatory rules or requirements.

All information contained in this document is solely for the attention and use
of the intended recipients. Any use beyond that intended by Nikko AM is
strictly prohibited.

Japan: The information contained in this document pertaining specifically to
the investment products is not directed at persons in Japan nor is it intended
for distribution to persons in Japan. Registration Number: Director of the Kanto
Local Finance Bureau (Financial Instruments firms) No. 368 Member
Associations: The Investment Trusts Association, Japan/Japan Investment
Advisers Association.

United Kingdom and rest of Europe: This document constitutes a financial
promotion for the purposes of the Financial Services and Markets Act 2000 (as
amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in
the United Kingdom (the FCA Rules).

This document is communicated by Nikko Asset Management Europe Ltd,
which is authorised and regulated in the United Kingdom by the FCA (122084).
Itis directed only at (a) investment professionals falling within article 19 of the
Financial Services and Markets Act 2000 (Financial Promotions) Order 2005, (as
amended) (the Order) (b) certain high net worth entities within the meaning of
article 49 of the Order and (c) persons to whom this document may otherwise
lawfully be communicated (all such persons being referred to as relevant
persons) and is only available to such persons and any investment activity to
which it relates will only be engaged in with such persons.

United States: This document is for information purposes only and is not
intended to be an offer, or a solicitation of an offer, to buy or sell any
investments. This document should not be regarded as investment advice.
This document may not be duplicated, quoted, discussed or otherwise shared
without prior consent. Any offering or distribution of a Fund in the United
States may only be conducted via a licensed and registered broker-dealer or a
duly qualified entity. Nikko Asset Management Americas, Inc. is a United States
Registered Investment Adviser.

Singapore: This document is for information only with no consideration given
to the specific investment objective, financial situation and particular needs of
any specific person. You should seek advice from a financial adviser before
making any investment. In the event that you choose not to do so, you should
consider whether the investment selected is suitable for you. Nikko Asset
Management Asia Limited is a regulated entity in Singapore.

Hong Kong: This document is for information only with no consideration
given to the specific investment objective, financial situation and particular
needs of any specific person. You should seek advice from a financial adviser
before making any investment. In the event that you choose not to do so, you
should consider whether the investment selected is suitable for you. The
contents of this document have not been reviewed by the Securities and
Futures Commission or any regulatory authority in Hong Kong. Nikko Asset
Management Hong Kong Limited is a licensed institution in Hong Kong.
Australia: Nikko AM Limited ABN 99 003 376 252 (Nikko AM Australia) is
responsible for the distribution of this information in Australia. Nikko AM
Australia holds Australian Financial Services Licence No. 237563 and is part of
the Nikko AM Group. This material and any offer to provide financial services
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are for information purposes only. This material does not take into account the
objectives, financial situation or needs of any individual and is not intended to
constitute personal advice, nor can it be relied upon as such. This material is
intended for, and can only be provided and made available to, persons who
are regarded as Wholesale Clients for the purposes of section 761G of the
Corporations Act 2001 (Cth) and must not be made available or passed on to
persons who are regarded as Retail Clients for the purposes of this Act. If you
are in any doubt about any of the contents, you should obtain independent
professional advice.

New Zealand: Nikko Asset Management New Zealand Limited (Company No.
606057, FSP22562) is the licensed Investment Manager of Nikko AM NZ
Investment Scheme, the Nikko AM NZ Wholesale Investment Scheme and the
Nikko AM KiwiSaver Scheme.

This material is for the use of researchers, financial advisers and wholesale
investors (in accordance with Schedule 1, Clause 3 of the Financial Markets
Conduct Act 2013 in New Zealand). This material has been prepared without
taking into account a potential investor’s objectives, financial situation or
needs and is not intended to constitute personal financial advice, and must
not be relied on as such. Recipients of this material, who are not wholesale
investors, or the named client, or their duly appointed agent, should consult
an Authorised Financial Adviser and the relevant Product Disclosure
Statement or Fund Fact Sheet (available on our website: www.nikkoam.co.nz).
Kingdom of Bahrain: The document has not been approved by the Central
Bank of Bahrain which takes no responsibility for its contents. No offer to the
public to purchase the Strategy will be made in the Kingdom of Bahrain and
this document is intended to be read by the addressee only and must not be
passed to, issued to, or shown to the public generally.

Kuwait: This document is not for general circulation to the public in Kuwait.
The Strategy has not been licensed for offering in Kuwait by the Kuwaiti
Capital Markets Authority or any other relevant Kuwaiti government agency.
The offering of the Strategy in Kuwait on the basis a private placement or
public offering is, therefore, restricted in accordance with Decree Law No. 7 of
2010 and the bylaws thereto (as amended). No private or public offering of the
Strategy is being made in Kuwait, and no agreement relating to the sale of the
Strategy will be concluded in Kuwait. No marketing or solicitation or
inducement activities are being used to offer or market the Strategy in Kuwait.
Kingdom of Saudi Arabia: This document is communicated by Nikko Asset
Management Europe Ltd (Nikko AME), which is authorised and regulated by
the Financial Services and Markets Act 2000 (as amended) (FSMA) and the
rules of the Financial Conduct Authority (the FCA) in the United Kingdom (the
FCA Rules). This document should not be reproduced, redistributed, or sent
directly or indirectly to any other party or published in full or in part for any
purpose whatsoever without a prior written permission from Nikko AME.

This document does not constitute investment advice or a personal
recommendation and does not consider in any way the suitability or
appropriateness of the subject matter for the individual circumstances of any
recipient. In providing a person with this document, Nikko AME is not treating
that person as a client for the purposes of the FCA Rules other than those
relating to financial promotion and that person will not therefore benefit from
any protections that would be available to such clients.

Nikko AME and its associates and/or its or their officers, directors or employees
may have or have had positions or material interests, may at any time make
purchases and/or sales as principal or agent, may provide or have provided
corporate finance services to issuers or may provide or have provided
significant advice or investment services in any investments referred to in this
document or in related investments. Relevant confidential information, if any,
known within any company in the Nikko AM group or Sumitomo Mitsui Trust
Bank group and not available to Nikko AME because of regulations or internal
procedure is not reflected in this document. The investments mentioned in
this document may not be eligible for sale in some states or countries, and
they may not be suitable for all types of investors.

Oman: The information contained in this document nether constitutes a
public offer of securities in the Sultanate of Oman as contemplated by the
Commercial companies law of Oman (Royal decree 4/74) or the Capital
Markets Law of Oman (Royal Decree80/98, nor does it constitute an offer to
sell, or the solicitation of any offer to buy non-Omani securities in the
Sultanate of Oman as contemplated by Article 139 of the Executive
Regulations to the Capital Market law (issued by Decision No. 1/2009). This
document is not intended to lead to the conclusion of any contract of
whatsoever nature within the territory of the Sultanate of Oman.

Qatar (excluding QFC): The Strategies are only being offered to a limited
number of investors who are willing and able to conduct an independent
investigation of the risks involved in an investment in such Strategies. The
document does not constitute an offer to the public and should not be
reproduced, redistributed, or sent directly or indirectly to any other party or
published in full or in part for any purpose whatsoever without a prior written
permission from Nikko Asset Management Europe Ltd (Nikko AME). No
transaction will be concluded in your jurisdiction and any inquiries regarding
the Strategies should be made to Nikko AME.
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United Arab Emirates (excluding DIFC): This document and the information
contained herein, do not constitute, and is not intended to constitute, a public
offer of securities in the United Arab Emirates and accordingly should not be
construed as such. The Strategy is only being offered to a limited number of
investors in the UAE who are (a) willing and able to conduct an independent
investigation of the risks involved in an investment in such Strategy, and (b)
upon their specific request.

The Strategy has not been approved by or licensed or registered with the UAE
Central Bank, the Securities and Commodities Authority or any other relevant
licensing authorities or governmental agencies in the UAE. This document is
for the use of the named addressee only and should not be given or shown to
any other person (other than employees, agents or consultants in connection
with the addressee's consideration thereof).

No transaction will be concluded in the UAE and any inquiries regarding the
Strategy should be made to Nikko Asset Management Europe Ltd.

en.nikkoam.com



