Making the Match:

The Market’s Evolving
View of the Materiality
of Nonfinancial
Information

Presented by:

Karen Bodner

Senior Capital Markets Advisory Specialist
Global Investor Relations Advisory
Depositary Receipts

BNY MELLON | Invested



Large Global Survey

I
ASSET owners igl-oél:
$ 3 . 8 in assets
TRILLION
Market

capitalization

$24.5

TRILLION
in assets under
management

396

Asset managers

Source: BNY Mellon, Making the Match: The Market's Evolving View of the Materiality of Nonfinancial Information, June 2017, p.3.



CSR/ESG initiatives are costly and affect
" companies’ shareholder value negatively

stakeholders but do not directly affect companies' shareholder value

® Environmental, social, and governance initiatives benefit other
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In what ways do companies’ environmental, social, and governance (ESG) initiatives most contribute

to shareholder value?

CSR/ESG Iinitiatives directly benefit shareholders

® CSR/ESG initiatives benefit

. shareholders directly

32%

67%

ISSUERS

11%

86%

MANAGERS

6%

80%

Source: BNY Mellon, Making the Match: The Market's Evolving View of the Materiality of Nonfinancial Information, June 2017, p. 10.
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Issuers quantify risks, while investors benchmark
Issuers globally

Investors (92%) consider Nonfinancial information to be most relevant in exposing
potential threats of potential regulatory intervention and litigation risk, issues that
significantly fewer issuers (67%) believe to be why investors use Nonfinancial
information

Do you agree with the following statements? Nonfinancial information is material to investment decision
making because...

ISSUERS @ INVESTORS

Agree
Agree
strongly b4byo, 35% 34%

Affects acompany's Exposes potential Signals a company's Signals a company's Addresses our Reveals increasing Reflects a company's
reputation and threats of litigation  long-term approach  management ethical, social, consumer, employee, competitive position
brand and regulatory to business quality environmental public or political relative to its peers
intervention strategy or governance pressure on the
mandates company

Source: BNY Mellon, Making the Match: The Market's Evolving View of the Materiality of Nonfinancial Information, June 2017, pp. 8 -9. 3




Corporate governance and employee policies are
seen as material across all sectors

In which sectors do you consider these Nonfinancial issues most material for investment decisions
to warrant disclosure?

TECH,

E N VI RO N M E NTA L BASIC INDUS- TRANS- CONSUMER| FINANCIAL | HEALTH MEDIA &
MATERIALS | TRIALS ENERGY | UTILITIES |PORTATION |SERVICES |& RETAIL SERVICES | CARE TELECOMS

The impact of climate change on the firm's markets

or business operations 75% 689 83% 73% 68% 6 45% 43%

75% 75% 74% 72% B4 499 39%

A company’s waste management practices and

environmental policies 79% | 78% | 73% | 70% | 62% % R 39%

SOCIAL

A company’s employee policies and practices Thw | Thw | Thw | 73% | 78% | 77% | 77% | 78% | 77% | 76%
L o6 policles and practices ofa firms B5% | 70% | 66w | Bhw | Bhw | 58% | 72% | 60w | 65% | 65%
T~ | =
(oll-tiing, dath prvacy, ouetomer sarite) 56% | 57% | 57% | 5% | 60% | 71% | 79% | 75% | 76% | 74%
The impact of thelr business actlvities on local 74w | 70% | 71% | 71% | 66% | 60% | 64w | 62% | 62% | 62%
GOVERNANCE

ey e Bovernancs policies (leadership, ethics: - 79, | 70% | 80w | 79% | 79% | 83w | 86% | 82% | 82% | 81«

LOW IMPACT HIGH IMPACT

Source: BNY Mellon, Making the Match: The Market's Evolving View of the Materiality of Nonfinancial Information, June 2017, p. 12. 4




The use of Nonfinancial information in any form is
expected to increase in importance in the future, and
IS expected to moderately benefit returns

Asset managers report that they expect screening methods to remain important in
the future

Negative screening is currently the most frequent method reported by investors
who use Nonfinancial information, despite the fact that investors expect the
impact on financial performance to be moderately negative relative to other

methods
Future Importance Impact on Returns
How important will the following methods of Which of the following ESG/SRI strategies do you
using ESG information in your investment believe improve or reduce investment returns
process become in the next five years? compared to a market index benchmark?
Significantly Significantly
positive effect Moderately Moderately negative effect
on performance  positive effect No effect negative effect  on performance
Negative screening 8% 5% 32% 26% | 32% 39% (19% 23% 8w 7%
74%  63% '
Engagement/Active ownership 19% 17% 33% 36%  41%  41% 6% 4% 19% 2%
_____ 70% 66%
Full integration into individual 21% 14% 40%  45% | 34% 35% 4% 3% 29% 3%
rroskveluater 69% 67%

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, June 2017, pp. 16 -17. 5




APPENDIX: METHODOLOGY DETAILS



Roles

ASSET MANAGERS
CFO/Chairman/Other Executive

CEO clo Fund/Portfolio Manager
__ﬁ

14% 9% b, 39%
ISSUERS

CEO CFO COO CSO Investor Relations Officer

I .

3% 8% 1% 2% 55%

ASSET OWNERS
CFO/Chairman of Trustees  Managing/Executive Director

CEO ClO Dir. of Investments
! [ |
12% 6% 7% Q9% 14% 12%

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, June 2017, p. 23.

Pension Fund Manager
Fund/Portfolio Manager

Investment Strategist

ESG Specialist l Investment Analyst Other
[ |
10% 5% 9% 9%

Other Senior Decision Maker Focused on ESG
Investor Relations Manager Business Unit Leader Other
RO [

10% B% 4% 13%

Investment Analyst

ESG Specialist Other
. [ T —

5%  b% 11% 18%



Overview of Respondent Firms

Assets under management

MANAGERS
Greater than US$1 billion

36%

US$1 billion to US$5 billion
16% 27%
US$5 billion to US$10 billion
12% 1%

US$10 billion to US$50 billion
10% 15%

US$50 billion to US$100 billion
7% 9%

Less than US$100 billion

19% 10%

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, June 2017, p. 23.
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32%

Issuers’ annual revenue

Greater than US$500 million

US$500 million to US$1 billion

US$1 billion to US$5 billion

I 30%

US$5 billion to US$10 billion

US$10 billion to US$25 billion

I 12%

US$25 billion to US$50 billion

_6%

US$50 billion to US$100 billion
- 2%

Less than US$100 billion

=Ly

Issuers’ primary industry

Utilities

Energy

Financial

Consumer &
retail

Business &
professional
services

by,

B9

22%

16%

by,

Healthcare 5%

Transportation 7%

Basic materials 10«

Industrials & 11%
capital goods

Technology, 16%
media,
telecommunications
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BNY Mellon is a global investments company dedicated to helping its clients manage and service their financial assets throughout the investment lifecycle. Whether providing
financial services for institutions, corporations or individual investors, BNY Mellon delivers informed investment management and investment services in 35 countries and
more than 100 markets. As of March 31, 2017, BNY Mellon had $30.6 trillion in assets under custody and/or administration, and $1.7 trillion in assets under management.
BNY Mellon can act as a single point of contact for clients looking to create, trade, hold, manage, service, distribute or restructure investments. BNY Mellon is the corporate
brand of The Bank of New York Mellon Corporation (NYSE: BK). Additional information is available on www.bnymellon.com. Follow us on Twitter @BNYMellon or visit our
newsroom at www.bnymellon.com/newsroom for the latest company news.

This document, which may be considered advertising, is for general information and reference purposes only and is not intended to provide legal, tax, accounting, investment,
financial or other professional advice on any matter, and is not to be used as such. BNY Mellon does not warrant or guarantee the accuracy or completeness of, nor
undertake to update or amend the information or data contained herein. We expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance
upon any of this information or data. We provide no advice or recommendation or endorsement with respect to any company or securities. Nothing herein shall be deemed to
constitute an offer to sell or a solicitation of an offer to buy securities.

This document is not intended for distribution to, or use by any person or entity in any jurisdiction in which such distribution or use would be contrary to local law or regulation.
Similarly, this brochure may not be distributed or used for the purpose of offers or solicitations in any jurisdiction or in any circumstances in which such offers or solicitations
are unlawful or not authorized, or where there would be, by virtue of such distribution, new or additional registration requirements. Persons into whose possession this
document comes are required to inform themselves about and to observe any restrictions that apply to the distribution of this document in their jurisdiction. The information
contained in this document is for use by wholesale clients only and is not to be relied upon by retail clients. If distributed in the U.K. or EMEA, this document may be a
financial promotion and is for distribution only to persons to whom it may be communicated without breach of applicable law.
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