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1. ESG applied by pension funds [Research of Assofondipensione]
ESG integration
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Mercer - European Asset Allocation Survey
Views from European Institutional Investors

DOES THE SCHEME CONSIDER ESG THEMES IN ITS INVESTMENT DECISIONS?

EUROPE

P
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ESG INTEGRATION

Does the pension fund have an
ESG investment policy?

The share has increased slightly
compared to last year, but is still far
behind the 2018 figure. However, it is

important to notice that, compared to 80% .

the previous years, the question has 70% 67% 60%  63%
become more specific: “ESG investment 60%

policy” vs the 2018 “ESG policy”. 50% .

Furthermore, the term “policy” has 40% 40% 38% 33%
been better outlined and defined 30%

ultimately as "a public commitment (i.e.

with official documents/ reports/ 20%

communications) made by the 10%

institution regarding the adoption of 0%

strategies consistent with the ESG Yes No
(environmental, social and governance) = 2020 ®2019 m2018

factors".
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ESG INTEGRATION

Reasons for the integration of the ESGs (multiple answers)

Among those who have an ESG policy or have stated that the ESG criteria are managed/integrated without a

assoprovidenza  \§ Italy

2V, CFA Society Georgeson

policy, 64% do so to mitigate the risk in their investment portfolio. Another important finding pertains the
share of those who aim, through ESG integration, for higher returns — the figure raised from zero in 2019 to
21%in 2020. The data show also an increase in the percentage of those who take ESG factors into
consideration because of Fund’s CSR or because of the social benefit that comes with the ESG integration.

80%
70%
60%
50%
40%
30%
20%
10%

0%

29%30%

0%

Compliance
(fiduciary duty
evolution)

38%
29%30%
21%
13% 13%
0% 0% [ ] %
Subscribers request Subscribers request  Ali ESG
today foreseeable in the organization's enhance returns

(competitive factor) future Corporate Social
(positioning factor) Responsibility

W 2020 ®m 2019 w2018

647 63%
0%

ESG
mitigate risks

Bl N |

75%

36%

ESG
benefit the social
sphere of reference
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ESG INTEGRATION

Most important Esg factors
(multiple answers)

100% of respondents say that social
factors, i.e. Esg (S) are the most important.
80% believe that environmental (E) are the

ti rtant factor, and 60% .
mostimportantfactor, and 60% Environmental | 80%
governance (G)
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1. ESG applied by pension funds [Research of Assofondipensione]

ESG portfolio
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ESG PORTFOLIO

What is the percentage of
the portfolio currently
invested according to ESG

benchmarks?

40% of respondents (6 out of 15 More than 60% I
Funds) say that the percentage of

the portfolio currently invested Btwn 30 & 60% GG

according to ESG benchmarks is

none. On the contrary, 27% (4 out Less than 30% T

of 15 Funds) declare a percentage
of more than 60%, which in one
case reaches 100%.

None> I

0 2 4 6

Funds number

|
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ESG PORTFOLIO

Do you plan to
increase the
percentage of the
portfolio currently
invested according
to ESG benchmarks?

47%
53%

® Yes ®mNo
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1. ESG applied by pension funds [Research of Assofondipensione]

= Reporting
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Is there a monitoring
system for the ESG
performance of the
investments?

65% of respondents say that 80%
ESG investment performance 65%
is monitored. The percentage 60% 50% 50%
increased compared to last 35% -
year, from 50% to 65%. 40% i
20%

0%

Yes No
m 2020 m 2019

mYes mNo
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Is there a reporting
system for the ESG
performance of the
investments?

58% of the respondents
state that ESG's investment

80%
performance is reported. ’ 63%
: 58% ¢
The percentage increased 60% y
compared to last year, from ~ 42% 589 s 42%
42% to 58%. ° 40% -
20%
0%

Yes No
m 2020 m 2019

® Yes m No
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1. ESG applied by pension funds [Research of Assofondipensione]

= Engagement
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ENGAGEMENT

Is there a system of ESG
engagement?

The share slightly decreased compared to
2019, from 62% to 55%.

70%

63%

0,
60% 55% g

50%

42% o i
(0]

40% 38%

30%
20%
10%

0%
Si No

N 2020 ®2019 m 2018
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ENGAGEMENT

If Esg engagement is not developed, what are the reasons/causes? (multiple chc
There is an increase in the share of those who do not develop engagement aspects due to the lack skills, professional
resources and clear rules. While the cost factor has decreased compared to 2019, the percentage of those who do not
engage because of a lack of knowledge about the dynamics or because engagement is not among their objectives has
fallen to zero.

45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

40%

29%

25%
20%
14% 14%
0%

29%

25%
20%

20%

14%

0%

lacks knowledge lack best pratices and there are no clear is not considered to fall too expensive
about the standards rule within the
dynamics objectives

W 2020 m2019 m2018
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1. ESG applied by pension funds [Research of Assofondipensione]

= Real Economy
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Mercer - European Asset Allocation Survey
Views from European Institutional Investors

DOES THE SCHEME CONSIDER RISKS POSED BY CLIMATE CHANGE?

EUROPE

®& MERCER

Copyright & 2020 Mercer (U5) Inc. A1l rights reserved.
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REAL ECONOMY

Has the pension fund considered investment choices on the basis of the risks p

by climate change?
Only 17% of respondents take into account the risks of climate change. None of these follow the guidance

of the Financial Stability Board's Taskforce on Climate-related Financial Disclosure (TCFD).

‘ 17%

83%

m Yes m No

Georgeson

|
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2. Converting Global Systemic Trends into Sustainable Investment
Returns
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Converting Global Systemic
Trends into Sustainable
Investment Returns

welcome to brighter



Mercer/World Economic Forum Research

Global investor challenges

@ €2.4 trillion  Climate change

M
M

<o
o

(]

>
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€670 billion

Cross trend
opportunities

€1.7 trillion

€1.5 trillion

Cross trend
opportunities

Water security

Geopolitical
stability

Technological
evolution

Demographic
shifts

Low and negative
real long-term
interest rates

Ability for governments and businesses to address climate change, protect
populations and adapt.

Exposure to declining quality or quantity of fresh water, affecting human health or
economic activity.

Implications of rising global inequality, populism, protectionism, interstate conflict
and threats to free trade.

Risks and opportunities associated with technological advances, inadequate
infrastructure and networks, cyberattacks.

Implications of ageing populations globally, demographic imbalances between
rapidly ageing regions and those entering demographic transition, and impact of
migration.

Implications on monetary policy and return requirements for investors and
stakeholders of sustained near zero or negative real long-term interest rates.

Represent areas of potential risk and investment opportunity — defined by global investors

®% MERCER

Please see important notices for source of figures mentioned above.
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The progress of governance for global systemic trends

GOVERNANCE STEPS
Ps @
?'0%5" systemic Understand Collaborate Design Transform Monitor
ren R
L] . L) )
Climate . _
change
Water. ALA
security AN

Soopoiical g O ® O O

Technological [—]

Evolution )
Demographic 000 O O
Shifts L
Low / negative 0 o
Real Rates VN
= Significant progress by some investors = Some progress O = Limited to no progress
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The problems investors face

Measurement Ability to assess exposure and impact of global systemic P,
Conventions trends on portfolio and stakeholder outcomes. ol I]

Transformational Systematically identify and match investment solutions with ﬁ
Solutions long-term investor objectives.

Government Establish regulations and policies that protect long-term
Intermediation

investors.

®» MERCER



Adapting traditional investment approaches for SR
global systemic trends FORU

Global Trend
Considerations for
Global Risks and
Opportunities

Traditional Beliefs, Objectives and
Objectives and

Constraints LongTerm Strateg

Liquidity
Budget
Return
Requirement
Time
Horizon

Current
Approacheg

Target
» Portfolio

Opportunistic

Tech
Evolution

Regulatory
Requirements
Risk ] SIS
Strategy Implementation

Geopolitical
Existing Product Stability
Products Innovations
Additional Supporting Low
Restrictions

Policy Actions
® MERCER Qualitative and quantitative constraints, along with risk factors bridge target portfolio and strategy

development to global trend considerations
R

Interest
Rates




Trend-aligned solutions to enhance returns ECONOMIC

* Biodiversity Conservation
» Sustainable Protein

* Sharing Economy
* Energy Transition Funds
» Circular Economy

* Low Carbon Indices

» Cyber Security

* Robotics

» Elderly Care

» Education

* China A-shares, Regional Asia
» Asia Growth Private Equity

* Frontier Markets in Africa

* Women and/or Minority Owned/Managed

* Renewable Energy

» Green Property

» Social Infrastructure, (i.e.

hospitals and schools)
« Affordable Housing

* Women and/or Minority
Owned/Managed

» Digital Infrastructure

Nominal
Bonds

» Carbon Intensity
& ESG-Analyzed
Country Selection

* Women and/or
Minority
Owned/Managed

* Multi-Asset Credit
» Distressed Debt

Inflation-
sensitive
» Gold

* Inflation-Linked
Bonds

* Inflation Swaps

FORUM
Equity Real Assets Liquid Alts  Credit
 Sustainable Funds » Energy Efficiency « FinTech « ESG Linked
* Sustainable Agriculture » Land Conservation « Global Macro Loans
* Enterprise Software and » Developed Market Funds + Green bonds
Artificial Intelligence Infrastructure e « Transition Bonds Risks
* Blockchain * Emerging Market Y R JF addressed:
Infrastructure el G '
* Ocean Management .
« Microfinance Multiple

Climate change

Geopolitical stability

Technological
evolution

Demographic shifts

Low and negative
interest rates



Important information

This material is intended only for institutional investors.
References to Mercer shall be construed to include Mercer LLC and/or its associated companies. © 2020 Mercer LLC. All rights reserved.

This presentation is for sophisticated investors only who are accredited investors or qualified purchasers. Funds of private capital funds are speculative and involve a high degree of risk. Private capital fund managers
have total authority over the private capital funds. The use of a single advisor applying similar strategies could mean lack of diversification and, consequentially, higher risk. Funds of private capital funds are not liquid
and require investors to commit to funding capital calls over a period of several years; any default on a capital call may result in substantial penalties and/or legal action. An investor could lose all or a substantial
amount of his or her investment. There may be restrictions on transferring interests in private capital funds. Funds of private capital funds’ fees and expenses may offset private capital funds’ profits. Funds of private
capital funds are not required to provide periodic pricing or valuation information to investors. Funds of private capital funds may involve complex tax structures and delays in distributing important tax information.
Funds of private capital funds are not subject to the same regulatory requirements as mutual funds. Fund offering may only be made through a Private Placement Memorandum (PPM).

Past performance is no guarantee of future results. The value of investments can go down as well as up, and you may not get back the amount you have invested. Investments denominated in a foreign currency will
fluctuate with the value of the currency. Certain investments, such as securities issued by small capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry
additional risks that should be considered before choosing an investment manager or making an investment decision.

Please see the following link for information on indexes: https://www.mercer.com/content/dam/mercer/attachments/private/nurture-cycle/gl-2020-investment-management-index-definitions-mercer.pdf

Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to verify it independently. As such, Mercer makes no
representations or warranties as to the accuracy of the information presented and takes no responsibility or liability (including for indirect, consequential or incidental damages), for any error, omission or inaccuracy in

the data supplied by any third party. For the avoidance of doubt, this presentation is not formal investment advice to allow any party to transact. Additional advice will be required in advance of entering into any contract.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not intended to convey any guarantees as to the future performance of
the investment products, asset classes or capital markets discussed. Past performance does not guarantee future results. Mercer’s ratings do not constitute individualised investment advice.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its content may not be modified, sold or otherwise provided, in
whole or in part, to any other person or entity without Mercer's prior written permission.

Mercer does not provide tax or legal advice. You should contact your tax advisor, accountant and/or attorney before making any decisions with tax or legal implications.
This does not constitute an offer to purchase or sell any securities. For Mercer’s conflict of interest disclosures, contact your Mercer representative or see http://www.mercer.com/conflictsofinterest.

This does not contain investment advice relating to your particular circumstances. No investment decision should be made based on this information without first obtaining appropriate professional advice and
considering your circumstances.
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Important information ctd

Mercer provides recommendations based on the particular client's circumstances, investment objectives and needs. As such, investment results will vary and actual results may differ materially.

Investment management and advisory services for U.S. clients are provided by Mercer Investments LLC (Mercer Investments). Mercer Investments LLC is registered to do business as “Mercer Investment Advisers
LLC” in the following states: Arizona, California, Florida, lllinois, Kentucky, New Jersey, North Carolina, Oklahoma, Pennsylvania, Texas, and West Virginia; as “Mercer Investments LLC (Delaware)” in Georgia; as
“Mercer Investments LLC of Delaware” in Louisiana; and “Mercer Investments LLC, a limited liability company of Delaware” in Oregon. Mercer Investments LLC is a federally registered investment adviser under the
Investment Advisers Act of 1940, as amended. Registration as an investment adviser does not imply a certain level of skill or training. The oral and written communications of an adviser provide you with information
about which you determine to hire or retain an adviser. Mercer Investments’ Form ADV Part 2A & 2B can be obtained by written request directed to: Compliance Department, Mercer Investments, 99 High Street,
Boston, MA 02110.”

Not all services mentioned are available in all jurisdictions. Please contact your Mercer representative for more information.

Certain regulated services in Europe are provided by Mercer Global Investments Europe Limited, Mercer (Ireland) Limited and Mercer Limited. Mercer Global Investments Europe Limited and Mercer (Ireland) Limited
are regulated by the Central Bank of Ireland under the European Union (Markets in Financial Instruments) Regulation 2017, as an investment firm. Registered officer: Charlotte House, Charlemont Street, Dublin 2,
Ireland. Registered in Ireland No. 416688. Directors: Sylvia Cronin, Michael Dempsey, Tom Geraghty, Abhishek Krishan, Deborah Mintern, Bruce Rigby (British) and Vincent Sheridan. Mercer Limited is authorized
and regulated by the Financial Conduct Authority. Registered in England and Wales No. 984275. Registered Office: 1 Tower Place West, Tower Place, London EC3R 5BU.”

Investment management services for Canadian investors are provided by Mercer Global Investments Canada Limited. Investment consulting services for Canadian investors are provided by Mercer (Canada) Limited.

IPCC estimates annual investment in energy systems to 2035, limiting global warming to 1.5°C, needs annual average investment in the energy system of around $2.4 trillion (at 2010 rates) between 2016 and 2035
(Intergovernmental Panel on Climate Change, Global Warming of 1.5°C, Summary for Policymakers, 2018).

According to the OECD, the broader needs for water infrastructure range from $6.7 trillion by 2030 to $22.6 trillion by 2050 (Organisation for Economic Co-operation and Development, OECD Environment Policy Paper
No. 11, Financing Water: Investing in Sustainable Growth, 2018).

McKinsey estimates that by 2030 technology spend could increase by $1.7 trillion to $2 trillion, of which about 70% would be on information technology services. This includes hardware/software support, outsourcing,
IT consulting, implementation and internal IT services. (McKinsey Global Institute, Jobs Lost, Jobs Gained: Workforce Transitions in a Time of Automation, 2017).

Global figures show an $18 trillion aggregate gap in infrastructure when the SDGs are considered, or more than $700 billion per annum through 2040 (Mercer, Investment in African Infrastructure Challenges and
Opportunities, 2018).

Bain estimates that approximately $8 trillion of incremental capital investment may be required during the 2020s to achieve the level of automation that we project by the end of that decade (Bain, Labor 2030: The
Collision of Demographics, Automation and Inequality, 2018).
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