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Hamish Chamberlayne, Portfolio Manager and Head of Global Sustainable Equities, highlights key sustainable
news stories for the third quarter of 2020.

KEY TAKEAWAYS

» Both the European Union (EU) and the Chinese government have announced further steps towards
carbon reduction, with the EU outlining their intention to reduce carbon emissions by 55% by 2030 and
China targeting carbon neutrality by 2060.

» Over the quarter the MSCI World Index saw the information technology sector outperform while the
energy sector plummeted by more than 15%.

» Rapid adoption of digital trends is contributing to a reduction in some of the negative environmental
impacts caused by economic activity, but we believe there is still an urgent need to accelerate
investment in the low carbon energy transition.

During the lockdown it has been hard at times to comprehend the monumental effect COVID-19 has had on the
global economy by driving us indoors and online at a rate never before seen. While digitalisation has been a major
investment trend for us for several years, the pandemic has undeniably accelerated it and we believe digitalisation
will be one of the dominant drivers of investment returns over the next decade. Closely linked to digitalisation is
the transition towards low carbon energy. This trend has also been supported this year with political commitment
towards investment in renewable energy, electrification of transport, energy efficient technologies and sustainable
infrastructure. We have been encouraged to see governmental fiscal stimulus targeted towards green projects that
align with our investment philosophy of sustainable development, innovation and long-term compounding growth.

Political steps towards a low carbon world

The European Union (EU) has earmarked 30% of its €750 billion COVID-19 recovery package to go towards
sustainable projects including renewable energy and storage, sustainable buildings and public transport!. There
was further positive momentum from the incoming EU President who outlined ambitions to reduce emissions by
at least 55% by 2030 instead of the 40% previously targeted?. In other welcome news, China committed to peaking
its carbon emissions by 2030 and achieving carbon neutrality by 20603%. China is the world’s second largest
economy* and the largest emitter of CO25 so the announcement is a huge step towards a sustainable global
economy and we hope these goals can be quickly met and surpassed.

We have also seen more than 20 countries implement end dates for the sale of internal combustion engines. There
is a broad trend to bring forward decarbonisation goals from a vague mid-century point towards a highly visible
2030 target date which sets us up for a decade of innovation.

The third quarter saw economic activity around the world begin to thaw as
governments were required to balance the need to reopen countries with the
COVID-19 pandemic. Against this backdrop, global equity markets ended the
quarter higher; the MSCI World Index delivered a total return of 7.9%¢ in US dollar
terms. The best performing sectors were information technology (IT), consumer
discretionary and industrials, whereas the energy, financial and real estate sectors
underperformed, with the energy sector falling by more than 15%?8.
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Alignment to low carbon energy transition driving outperformance

While our sector positioning was beneficial to performance — having an overweight stance towards IT and an
underweight position to energy — our stock selection was the most important factor contributing to the performance
over the quarter®. Of particular note was the fact that in the list of our top ten contributors there was only one
technology stock, which demonstrates the diversity and breadth of our investment. We saw strong performance
from companies that are exposed to the low carbon energy transition, including renewable energy developers,
efficient electric motor company, low carbon building material manufacturer, and water technology and
infrastructure company.

Strong performance also came from some companies in quality of life theme which have capitalised on the shift to
ecommerce and direct digital distribution.

Can digitalisation reduce the environmental harm caused by economic activity?

The world’s struggle to ease lockdown restrictions is continuing to impact on parts of the economy reliant on getting
people together physically. Counter to that we are seeing that digitalisation is accelerating. While spurred on by
COVID-19 we expect that many of these digital trends will persist as people embrace the ease of use, enhanced
productivity and efficiency that digitalisation offers.

Despite the encouraging adoption of digital trends, which we regard as being complementary to reducing the
negative environmental impacts of economic activity, the increasing frequency and severity of climate-related
events reminds us of the urgent need to accelerate investment in the low carbon energy transition. Fortunately,
the pandemic does not appear to have had a significant negative impact. There is real momentum building behind
this transition thanks to exciting business innovation in clean energy
technologies combined with strong regulatory support from many
governments.

Nowhere was this innovation more evident than in Tesla’s recent update as
an example, which mapped out a clear investment plan to accelerate
adoption of electric vehicles and clean energy. By 2030 Tesla’s goal is to
have multiple terawatts of battery production in place to allow 20 million
affordable electric vehicles to be produced annually as well as large scale
energy storage installations to support renewable energy systems’. We
anticipate that Tesla’s ambitious vision will catalyse a further step up in investment across the whole automotive
and energy industries.

2020 has been a challenging year but we are optimistic that the global economy will emerge from this pandemic
more resilient, and on a more sustainable trajectory, than before. Instead of undermining it, we are hopeful that
this crisis will serve to underline the attractiveness of sustainable investing and how it leads to better outcomes,
not only for investors but also for the environment and society.

Footnotes:
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Important Information

Note to Hong Kong Readers: Issued in Hong Kong by Janus Henderson Investors Hong Kong Limited, licensed and regulated by the
Securities and Futures Commission. This document has not been reviewed by the Securities and Futures Commission.

The content herein is produced for information, illustration or discussion purposes only and does not constitute an advertisement or investment
advice or an offer to sell, buy or a recommendation for securities in any jurisdiction and do not purport to represent or warrant the outcome of any
investment strategy, program or product, other than pursuant to an agreement in compliance with applicable laws, rules and regulations. Not all
products or services are available in all jurisdictions. Investment involves risk. Past performance cannot guarantee future results.

Janus Henderson Investors is not responsible for any unlawful distribution of this document to any third parties, in whole or in part, or for
information reconstructed from this document and do not make any warranties with regards to the results obtained from its use. It is not intended
to indicate or imply that current or past results are indicative of future profitability or expectations. In preparing this document, Janus Henderson
Investors has reasonable belief to rely upon the accuracy and completeness of all information available from public sources. Unless otherwise
indicated, the source for all data is Janus Henderson Investors.

This material may not be reproduced in whole or in part in any form, or referred to in any other publication, without express written permission.

Anything non-factual in nature is an opinion of the author(s), and opinions are meant as an illustration of broader themes, are not an indication
of trading intent, and are subject to change at any time due to changes in market or economic conditions. It is not intended to indicate or imply
that any illustration/example mentioned is now or was ever held in any portfolio. No forecasts can be guaranteed and there is no guarantee that
the information supplied is complete or timely, nor are there any warranties with regard to the results obtained from its use.

Janus Henderson Investors makes no representation as to whether any illustration/example mentioned in this document is now or was ever held
in any portfolio. lllustrations shown are for the limited purpose of highlighting specific elements of the research process. The examples are not
intended to be a recommendation to buy or sell a security, or an indication of the holdings of any portfolio or an indication of performance for the
subject company.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

Janus Henderson is a trademark of Janus Henderson Group plc or one of its subsidiary entities. © Janus Henderson Group plc.



Important Notice / Disclaimer:

e This document is for general information and reference only and does not constitute any offer,
solicitation, invitation, advice or recommendation to subscribe, trade, redeem or sell for any
deposits or investments. No representation, guarantee or other assurance as to the outcome of
any investment has been made or will be given to you by or on behalf of the Bank.

e This document contains information from third party, which may be incomplete or simplified.
Although the information herein contained is obtained or compiled from sources the Bank
believes to be reliable, it has not been independently verified. The Bank cannot and does not
represent or warrant the accuracy, validity, reliability, timeliness or completeness of any such
information (whether in whole or in part), and accepts no liability for any loss or damage
howsoever arising from or in reliance upon the whole or any part of such information or opinions
(unless due to the negligence or wilful default of the Bank, the Bank’s authorised officers,
employees or agents). The Bank reserves the right to amend all or any part in this document, which
all views, forecasts and estimates constitute judgments made before the publication date, and are
subject to change without further notice.

e This document contains certain statements that may be deemed as forward-looking statements
involving risks and uncertainties. Customers should be aware that actual results may differ
materially from those projected, estimated, assumed or anticipated in any such forward-looking
statements due to different factors, risks and economic situation.

e The Bank and its affiliates or subsidiaries, and/or their officers, directors, agents and employees
may have positions in and may trade for their own account in all or any of the securities or
investments mentioned in this document. Commission or other fees may be earned by the Bank
respect of the services provided by them relating to these securities or investments.

e The information herein contained may not be reproduced, quoted, distributed, disclosed or
published (whether in whole or in part) in any media for any purpose without prior express written
consent from the Bank. The Bank accepts no liability for any loss arising from or in reliance upon
such information or contents. This document is not intended for distribution to, or use by, any
person or entity in any jurisdiction or country where such distribution would be contrary to the

laws or regulations.
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