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Sustainable Investing in Focus

Sustainable investing is a broad term to describe a range of strategies that seek
to align investment portfolios with personal values and organizational missions,
while pursuing competitive, risk-adjusted returns and measurable impact.

Developments and Key Drivers

Sustainable investing focuses on identifying companies with a sustainable business advantage rooted in
addressing an environmental or societal challenge.

The Evolution of Sustainable Investing

Sustainable investing traces its roots to the 17th century when Quakers refused to participate in profiting
from the slave trade.’ Since then, the industry has expanded far beyond divestment techniques, as Glenmede’s
Sustainable Investing Taxonomy illustrates.

Glenmede’s Sustainable & Impact Investing Taxonomy

Moving from risk mitigation to growth opportunities to measurable impact

Integrated
Explicit consideration of material sustainability-related factors in the
traditional investment decision-making process; pure risk-return focus

Mandated
Using screens to avoid companies with poor sustainability criteria and/or tilt
towards companies with strong sustainability criteria; seeking market-rate

returns alongside tangible impact

qg Thematic

Targeting individual sustainability related themes; seeking market-rate returns
; alongside tangible impact

@ Concessionary High Impact

Seeking high, often localized level of environmental or social impact; pure
impact focus

Today, investors can construct portfolios by leveraging a sophisticated range of tools, such as positively tilting
toward companies demonstrating strong sustainability profiles and investing in companies exhibiting significant
improvement in sustainability issues, like an oil and gas company leading the transition to a low-carbon economy.



Growth of Sustainable and Impact Investing

Interest in the principles of sustainability and responsible investing has also grown strongly over the years, as
shown by the significant increase in signatories to the United Nations Principles for Responsible Investment.
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Source: Principles for Responsible Investment (2023).

Several factors have driven the growth in sustainable investing, including:

e Shifting demographics and societal dynamics, including growing interest in sustainable investing across
generations, especially among millennials.? According to a recent Morgan Stanley report, 88% of investors
globally are interested in sustainable investing.®

e Increased research and data linking financial materiality of sustainability factors, serving to encourage more
asset managers to use such data to help them pursue market rate or superior risk-adjusted returns.*

Top Sustainable Investing Areas of Interest

Though sustainable investors vary in their motivations and thematic areas of interest, three key topics have
dominated this space in recent years.

e Climate Change: Severe weather had imposed rising costs on the U.S., with heat waves, floods, and
droughts impacting human health, agriculture, insurance markets, and infrastructure. Investors are exploring
tactics from slashing emissions through divestment, investing in climate innovation, and integrating climate
considerations into corporate strategy and executive compensation.

e Health and Wellness: Investors show increased interest in addressing sub-themes including improving quality
of life for an aging population, mental health access, and investments that focus on women’s health.

e Economic Empowerment: Investors, particularly non-profits, show increased interest in utilizing catalytic
capital to address gaps in funding for individuals below the poverty line, utilizing a mix of blended finance
tools and market-rate opportunities.

The Future of Sustainable Investing

The sustainable investing industry is evolving quickly, spurred by a growth of cross-generational interest and
emerging opportunities in themes such as climate, health and wellness, or economic empowerment.® Investors
with a range of motivations and thematic areas can use sustainable investing strategies to construct portfolios
aligned with their values or organizational mission, while also seeking to meet financial goals.



For more information, please contact us at
sustainableinvesting@glenmede.com
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This material is provided solely for informational and/or educational purposes and is not intended as personalized investment advice.
When provided to a client, advice is based on the client’s unique circumstances and may differ substantially from any general
recommendations, suggestions or other considerations included in this material. Any opinions, recommendations, expectations or
projections herein are based on information available at the time of publication and may change thereafter. Information obtained from
third-party sources is assumed to be reliable but may not be independently verified, and the accuracy thereof is not guaranteed. In
particular, information obtained from third parties relating to sustainability-related factors and other terms referenced in this article vary as
each party may define those terms, and what types of companies or strategies are included within them, differently. Glenmede attempts to
normalize these differences based on its own taxonomy, but those efforts are limited by the extent of information shared by each
information provider. Definitional variation may therefore limit the applicability of the analysis herein. Any reference herein to any data
provider or other third party should not be construed as a recommendation or endorsement of such third party or any products or services
offered by such third party. Any company, fund or security referenced herein is provided solely for illustrative purposes and should not be
construed as a recommendation to buy, hold or sell it. Outcomes (including performance) may differ materially from any expectations and
projections noted herein due to various risks and uncertainties. Any reference to risk management or risk control does not imply that risk
can be eliminated. All investments have risk. Readers should contact Glenmede or consult with a financial, investment, tax, legal or other
advisor if they have any questions about this material or want advice or more information.
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