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Momentum of Sustainable Future
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Key Players to Support Sustainable Investment
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What is Sustainable and Responsible Investment (SRI)?

(SR is the integration of social and environmental criteria into investment
decisions with the goal of aligning financial activities with social and
environmental objectives, values, or beliefs. This is often achieved through
negative or positive screening, as well as shareholder activism.

Source: Business for Social Responsibility’s (BSR) report on “ESG in the Mainstream - The Role of Companies and Investors in
Environmental, Social and Governance Integration

* An investment discipline that considers environmental, social and corporate
governance (ESG) criteria to generate long-term competitive financial returns
and positive societal impact.

Source: The Forum of Sustainable and Responsible Investing (USSIF)
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SRI Screening

Positive Screening
Positive screening means that when investors that are interested in corporate social
responsibility issues select their funds, they focus on funds that invest in companies that
make positive contributions to society. Suchlcontributions may include:

* Respect for labour relations

* Environmental care

« Emphasis on quality control & safety

» Attention to human rights’ issues

Negative Screening
Negative screening means that socially responsible investors avoid funds that invest in
companies that are involved activities that may have a negative impact on society, for
example:

» Tobacco / Alcohol production

» Lack of respect for labour relations
« Lack of environmental consideration

« Gambling industry Y/
+ Weapons manufacturing i
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An Overview of Global SRI

Total Global SRI Assets around US$13.6 trillion
(21.8% of total assets)

Canada

$589 Bn
(20.2%)

Europe
$8,758 Bn
(49.0%)

United States

$3,740 Bn Australia/NZ
(11.2%) $178 Bn
(18.0%)
-
Africa -
$229 Bn
(35.2%)

() Relative proportion of ESG assets in total assets under management by region

Source: GSIA Global Sustainable Investment Review 2012
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Recent SRI Trends in the US
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According to The Forum for Sustainable and Responsible Investment, SRI in the US
rose from US$639Bn in 1995 to US$3.7Tn in 2012 — a 486% increase.

Source: The Forum of Sustainable and Responsible Investing (USSIF)
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Corporations Showing Interest

The Group included in new
Hang Seng Corporate Sustainability Index
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Upward Trend in Global GRI Reporting
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The number of corporate sustainability reports produced
in accordance with the GRI G4 framework is increasing

Source: 2012 Global Conference on Sustainability and Reporting : NGO Round Table —GRI Reporting Statistics
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Corporate Motivation

Perception of ESG Drivers in the next 3to 5 years

Supranational Initiatives 76%
Concerns Regarding Impact of Climate Change _ 66%
External Pressure _ 66%
Internal Pressure _ 64%
Financial Return _ 51%
Legislation — 43%
0% 20% 40% 60% 80%

Percentage of Respondents

Source: Business for Social Responsibility’s(BSR) report on “ESG in the Mainstream- The Role of Companies and Investors in Environmental, Social and governance

Integration
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Improving Corporate Sustainability Performance

Percentage of Companies Rated as Satisfactory/Stable over Total Number of Companies Assessed

Hong Kong China A-Share

14.0% -
25.0% A M Stable Satisfactory ’

20.0% - /

M Stable Satisfactory

12.0% .

10.0% -

15.0% -

6.0% - 11.9%
10.0% -
18.6% 9.7%
15.9% 4548
4.0%
13.5% 14.2% 0 7 2%
6.3%
5.0% - 5.7%
2.0% -
0.0% T T T T 10.0% T T T T 1
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
(274) (341) (346) (345) (384) (300) (285) (291) (299) (295)
Description Reliable Stable Satisfactory Unstable | Vulnerable
Corporate Sustainability Ratings M+ | A [ AA A | A | A |[BBB+| BBB | BBB- | BB+ | BB B [

Source: Results of 2010 — 2013 Reputex’s Assessment and 2014 HKQAA'’s Assessments
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Bridging the Gap between Companies and Investors

Company

Investor

Sustainability Index acts as a simple tool for investors to select the best companies in
terms of corporate sustainability
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Relationships between Corporate Sustainability and

Financial Performance

Studied by:
Harvard Business .
School
Corporate .
Sustainability
Performance
Mercer .

Source:

Findings:

Sustainability leaders tend to have better
stock performance, lower volatility, and
greater returns on assets (ROA) and equity
(ROE).

Financial

Suggests this outperformance is based on
Performance

superior governance structures and better
constructive engagement with stakeholders.

Examines the link between ESG issues and
financial performance through existing
academic and broker research.

Of 36 studies Mercer reviewed through 2009,
86% show either a neutral or positive impact
of ESG factors on risk and return.

- Eccles, Robert G.; loannou, loannis; Serafeim, George “The Impact of a Corporate Culture of Sustainability on Corporate Behavior and Performance”. Harvard Business School

Working Paper 12-035, November 04, 2011.

- Mercer, “Responsible Investment’s second decade: Summary report of the state of ESG integration, policy and reporting”, August 2011.
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Initiatives of The Index Series

Milestones since launch and future development

Launched Hang Seng
Corporate Sustainability
Index Series

Launched Hang Seng
Corporate Sustainability Expanded with two
Index Series Fund benchmark indexes

| |
|
2010 ) 2011 2012 ) 52013 ) 52044

Yearly Corporate Sustainability Rating Assessment

Appoints HKQAA to
undertake Corporate
Sustainability Assessments

Support by
stakeholders
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HKQAA'’s Assessment Model under Seven Core Subjects

Organisation

Governance
The
. Human
Environment .
Rights
HKQAA's
Assessment Model
Consumer
Issues Labour
Practices
Community

Fair Operating

Practices Involvement &

Development

* Formulated by HKQAA with reference to several international standards — such as the
GRI G4 Sustainability Reporting Guidelines, and 1SO 26000 Social Responsibility
Guidelines
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Index Design

HK CHINA

Benchmark Series

Hang Seng Corporate Sustainability
Benchmark Index
(Top 20% Corporate Sustainability

Rating of HSCI)

Total Number: 76
MV within Top 150
VR* > 0.1% Tradability Screening

Tradable Series ~_ ~_

MV within Top 150
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Market Value: Constituents vs Non-constituents

Market Value Distribution
(in terms of no. of companies)

m HSSUSB Constituents (76)
48% m Non-HSSUSB Constituents (258)

Data as of the latest fiscal year
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Profitability: Constituents vs Non-constituents

Profit Distribution
(in terms of no. of companies)

m HSSUSB Constituents (76)

m Non-HSSUSB Constituents (258)
44%

Data as of the latest fiscal year
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Revenue: Constituents vs Non-constituents

Revenue Distribution
(in terms of no. of companies)

m HSSUSB Constituents (76)
B Non-HSSUSB Constituents (258)

22%

Data as of the latest fiscal year
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Index Design

HK CHINA

Benchmark Series

MV within Top 150
VR* > 0.1% Tradability Screening

Tradable Series ~_

Hang Seng Corporate

MV within Top 150

Sustainability Index
(Top 30 Corporate Sustainability Rating)
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Index Performance
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Period 010 0 0 0 014
HSI 10.5 -20.0 22.9 2.9 3.0
Return (%
) hssus 111 205 20.2 3.8 10.6
HSI 0.3 -3.1 8.4 34 20.8
Return (%
urn (%) HSSUS -0.6 -0.3 12.2 115 29.4
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30 -

mHSI WHSSUS
25.4

Annualized Vol (%)
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Higher Dividend Yield

%
m HSI = HSSUS
4 1 3.8 3.86

2010 2011 2012 2013 2014»
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Support from Corporations

Hang Seng Corporate
Sustainability Index
Series Member 2014-2015

Aspire to be the best

Sustainable
Embrace ESG investment

EEEH 24

HANG SENG INDEXES




Ty | 1B 4 58 =

HANG SENG INDEXES

Thank you!

Disclaimer: The information contained in this document is intended only for use during the presentation and should not be disseminated or distributed to parties outside the presentation.

Hang Seng Indexes Company Limited accepts no liability whatsoever with respect to the use of this document or its content.

A wholly-owned subsidiary of Hang Semg Hank



