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Large Global Survey

i
242
Asset owners
53.0
TRILLION
Market

capitalization

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

Asset Managers and Asset Owners surveyed were primarily
based in the U.S. and Europe
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SOUTH AMERICA

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, pp. 5 & 23, June 2017. 2



Key Findings

1.

2.

3.

Nonfinancial information is considered material
Investors are embracing this trend more than issuers

Governance is a key concern of both asset owners and asset
managers

Climate change is viewed as critically important by investors, 75%
of whom say it poses a material risk to companies’ performance

There is no clear consensus of the participating investors
on which formats they would find most useful for receiving
Nonfinancial information

Issuers and investors disagree on which data is important

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, p.5, June 2017. 3



Investors say Nonfinancial information is material to
the performance of their investments

YES
Do you consider Nonfinancial information 8 5 %
in your investment decisions?
%

84% of asset owners and asset

managers combined responded that

they believe a focus on Nonfinancial

InfOI’ma'[IOI‘] generateS pOS|t|Ve Value Nonfinancial information is often material to investment performance

. e . 65%
for an issuer’s financial 605
perform ance We anticipate it to become material in the near future
4%
17%

We believe such policies to be effective in bringing about change at firms

30%

37%
Growing client/stakeholder demand
39%
20%

Formal client mandates

31%

33%

Itis part of our investment product strategy

30%

37%
We see it as an ethical responsibility
25%
250, ASSET MANAGERS ASSET OWNERS

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, pp. 6 & 7, June 2017. 4




U.S.-based Asset Owners may have delayed the
introduction of nonfinancial information into their
Investment process

249

Do you consider Nonfinancial information

NO
in your investment decisions? /I 5
%

20% of the 24% of asset owners
not using Nonfinancial information

There is no stakeholder demand for such policy

in their investment process said that 284,
this is because using it may violate 26%
their ﬁdUCiary duty We lack access to reliable Nonfinancial information
28%
14%
We believe such policy to be ineffective in inducing change at firms
Only 3% of asset owners see an 150
issuer’s focus on ESG as negative, 9%
or resulting in a costto Nonfinancial information is not material to investment performance
shareholders 13%
14%
Such information is not material to a diversified investment portfolio
10%
11%
Including such information is detrimental to investment performance
5%
3%
It would violate our fiduciary duty to our stakeholders
5%

200/ ASSET MANAGERS ASSET OWNERS
0

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, pp. 6 & 7, June 2017. 5
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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

In what ways do companies’ environmental, social, and governance (ESG) initiatives most contribute
to shareholder value?

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, p. 8 & 9, June 2017. 7




18% of Asset Owners do not
believe that disclosure of
Nonfinancial information
sighals a company’s longer-
term approach to business
strategy

To what extent do you agree with the
following statements? Nonfinancial
information is material to investment decision
making because it...

Almost 30% of asset managers
do not believe that the
Nonfinancial information they
currently receive addresses
their ethical, social,
environmental or governance
mandates

Signals a company’s long-term
approach to business strategy

10% 18%

90% 82%

Signals a company’s
management quality

20% 15%

80% 85%

Addresses our ethical, social,
environmental or governance mandates

28% 22%

72% 78%

ASSET MANAGERS (Strongly) Agree (Strongly) Disagree
ASSET OWNERS (Strongly) Agree (Strongly) Disagree

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, pp. 9 & 10, June 2017.



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?

ENVIRONMENTAL TECH,
BASIC INDUS- TRANS- | PROF. 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% 38% 45%

75% 39% 499

A company’s waste management practices and

environmental policies 79%

SOCIAL

A company’s employee policies and practices 7o | 74w | Thw | 73% | 73% | 77% | 77% | 78% | 77% | 76%

B g polictes and practices ofa firms B5% | 70% | B6% | Bhw | Bhw | 58% | 72w | 60% | 65% | 65%

A company’s human rights practicss andpoties 73, TR .

P e il sssopibisbonsiaine 66% | 57% | 57% | 59% | 60% | 71% | 79% | 75% | 76% | 74

The Impact of thelr business activities on local 74% | 70% | 71% | 71% | 66% | 60% | 64% | 62% | 62% | 62%

GOVERNANCE

e Boreranos poticies (lSadership. &thiEs, 79, | 79% | 80w | 79% | 79% | 83% | 86w | 82% | 82% | 81%
LOW IMPACT HIGH IMPACT

9

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



Asset managers and asset owners agree on the top
two nonfinancial issues they see as most material

Over two-thirds of each group cited Codes of conduct and ethics as a key
consideration. These issues can both be classified as governance concerns

Which Nonfinancial metrics are most material to your investment decisions in the medium
to long term?

ASSET MANAGERS ASSET OWNERS

TOP 10 ISSUES TOP 10 ISSUES

Leadership & board policies 69% Codes of conduct, ethics & anti-corruption 65%
Codes of conduct, ethics & anti-corruption 68% Leadership & board policies 61%
Energy & fuel management 61% Product quality & safety 55%
The long-term impact of products and services 57% Customer/Client satisfaction 53%
Data security & customer privacy 55% Energy & fuel management 52%
Waste & hazardous materials management 544 Waste & hazardous materials management 52%
Product quality & safety 54% Employee health, safety & well-being 52%
Gre;e.nho.use ga.s.er.nissio;lés : - o o 53%. U\.i;\te.r.& v\f.as.tew.a.ter rﬁanééeméﬁ‘? - o 52%
Emaoye.e heal.tPII, gafety & wéil—being 53%. T.h.e l.o.ng—t.er.m ir.n.pact .of p.r(.IIdU(IZTIZS. ar.u.i se.rvices 50%
Stakeholderengagement  52% Compensation&benefts  50%

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, p. 11 & 12 June 2017. 10




Issuers and Investors
differ on what
Nonfinancial information
will be most material in
the future

® ISSUERS @ INVESTORS

PAST % VERY AND SOMEWHAT IMPORTANT FUTURE

A company’s energy and
water consumption

87%

89«

The impact of climate change on
Which Nonfinancial issues have been firms’ markets or business operations
important to your investment decisions in
the past 5 years? What will be most

important in the next 5-10 years?

A company’s waste management 80°
practices and environmental policies %

A company’s governance policies

A company’s human rights
practices and policies

The CSR/ESG policies and
practices of a firm's suppliers

98%

The impact of business
activities on local communities

A company's employee 69

policies and practices %

The impact of a company’s
products on customers

o)
=

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, p. 14, June 2017. 11




Issuers and investors differ on how climate change
creates risk

In choosing both stranded assets and regulatory risk at higher rates than
Issuers, investors are focusing on more systemic or global concerns than are
iIssuers, with their focus on customer demand

One factor in this difference could be a portfolio-level focus by investors...as
compared to the company-level focus of issuers

Does climate change pose risk to companies? For organizations, climate change poses material...

More importantto INVESTORS  « » More importantto ISSUERS

Risk of stranded assets

18% e
Regulatory & litigation risk
. __________________________________________________________________________________|
17 %
Risk to employee safety
]
6%
Risk to operations & supply chain
—T%

Risk to customer demand

20%

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, pp 13 and 14, June 2017.12



More than half of asset owners
and asset managers use
Nonfinancial information across
their products or services

Do you consider Nonfinancial information in your
investment process?

27% of asset owners responded that
they do not use Nonfinancial information
at all in their funds, almost double that of
asset managers (15%)

15%

2%.

MANAGERS

27%
56%

27%

OWNERS

8%\
2%
1} 02%

O ®

In all funds (traditional Only in specialist funds
and ESG/SRI) such as ESG or SRI funds
®

Only for proxy We do not consider
voting purposes ESG information

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, p. 15, June 2017. 13



Both negative screening and
engagement strategies are in
current use

In which of the following ways do you integrate material
Nonfinancial information in your investment process?

Negative screening is still used frequently

In the survey, 47% of asset managers report
that they currently use negative screening,
as compared to 32% of asset owners

32% 39%
Negative screening Engagement
38% 249
Full integration Impact investing
16%
11%
Thematic investment Positive screening
15% 14%
Best-in-class Portfolio overlay
13%
Smart beta
ASSET MANAGERS ASSET OWNERS

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, pp. 16 & 17, June 2017. 14



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, pp. 16 & 17, June 2017. 15




Investors seek comparability of information
and standards

What factors limit your organization’s ability to use Nonfinancial information
in your investment decisions?

Lack of information for comparison

Lack of reporting standards

Cost of gathering and analyzing

Lack of standardization Nonfinancial disclosures too general

complicates comparisons Lack of quantifiable Nonfinancial information

Lack of comparability over time

It can follow that if Disclosure too infrequent to be useful

investors don't receive Lack of reliability of data/Lack of audit

information that can be Information overload/Lack of focus
used for comparison or Information not material A

the information they do other =, 10% 17,

receive is not
standardized they also
find there to be a cost to
obtaining this information

45%
Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, pp. 18, June 2017. 16




Supply and
demand for
Nonfinancial
Information is
almost evenly
split, with only one
happy medium:
Greenhouse

gas emissions

For which Nonfinancial
information do you require/do
you supply standardized
disclosures, e.g. key
performance indicators (KPIs) or
guantitative performance
targets?

Issuers generally provide
satisfactory disclosure for
7 of the 10 issues
considered most material
to decision-making

Source: BNY Mellon, Making the Match: The
Market’s Evolving View of the Materiality of
Nonfinancial Information, pp. 19 & 20, June
2017.

Employee health & safety E ik
15%

Community relations

Codes of conduct & anti-corruption iy
Leadership & board policies 130

Recruitment retention

Water management

119
Energy & fuel management P Qo

Diversity & inclusion 8o

Compensation & benefits Dee
Stakeholder engagement Gog
Labor relations Larger issuer Supply of
these data points than
Customer/Client satisfaction 4
& INVESTORS demand

Product quality & safety Po

I~
&

Fair labor practices

0«

Greenhouse gas emissions

L
—
o

Product packaging

w

Supply chain management

Higher investor demand
of these data points than
ISSUERS supply %

Do Waste management

Human rights

Materials sourcing

Political influence & transparency

Fair disclosure & labeling

Fair marketing & advertising

ANRNNNY

12 Biodiversity impacts
134 Long-term impact of products and services
144og Data security

o Impact on air quality

17
I TOP 10 MATERIAL|NONFINANCIAL FACTORS



Investors seem mixed in their preferences for format

42% of investors said they prefer an integrated report, but 38% preferred a
CSR report and 37% prefer a dedicated website

Which outlets for a company’s disclosure of Nonfinancial information do you find most useful?

More important to INVESTORS < » More importantto ISSUERS

(o, — An integrated report

Standalone report = o,
Part of narrative in annual report s B

Dedicated CSR/ESG section on website m——— 125

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, pp 19 and21 June 2017. 18




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

P

3% 8% 1w 2% 55%

ASSET OWNERS
CFO/Chairman of Trustees  Managing/Executive Director

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

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%

Source: BNY Mellon, Making the Match: The Market’s Evolving View of the Materiality of Nonfinancial Information, p. 23, June 2017. 20



Overview of Respondent Firms

Assets under management

MANAGERS
Greater than US$1 billion

36s

US$1 billion to US$5 billion
169 27y
US$5 billion to US$10 billion
129 1y

US$10 billion to US$50 billion

10% 15%

US$50 billion to US$100 billion

FER
Less than US$100 billion
199 10%

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

OWNERS

32%

Issuers’' annual revenue

Greater than US$500 million

I 19‘3’3

US$500 million to US$1 billion

— |y,

US$1 billion to US$5billion

I 30%

US$5 billion to US$10 billion

—13

US$10 billion to US$25 billion

— 12y

US$25 billion to US$50 billion

By

US$50 billion to US$100 billion

2

Less than US$100 billion

A

Issuers’ primary industry

Utilities

Energy

Financial

Consumer &
retail

Business &
professional
services

ffmg

B'}:.:

. Transportation 7%
22y

16
- capital goods

by © Technology, 16
© media,

- telecommunications

Healthcare B,

Basic materials 10

Industrials & 11«

21
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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 June 30, 2017, BNY Mellon had $31. 1trillion in assets under custody and/or administration, and $1.8 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 nor recommendation or endorsement with respect to any company or securities. If distributed in the UK or EMEA, this brochure may be a financial promotion.

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 document 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. BNY Mellon has various subsidiaries, affiliates, branches and representative offices in the Asia Pacific Region that are
subject to regulation by the relevant local regulator in that jurisdiction. Not all products and services are offered in all locations.

This document may not be reproduced or disseminated in part or in whole in any form without the prior written permission of BNY Mellon.
Depositary Receipts:
NOT FDIC, STATE OR FEDERAL AGENCY INSURED

MAY LOSE VALUE
NO BANK, STATE OR FEDERAL AGENCY GUARANTEE

Trademarks and logos belong to their respective owners.

© 2017 The Bank of New York Mellon Corporation. All rights reserved.
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