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Investment Survey issued to all AFM members in September 2022 - 20 responses in total

30 questions — subset of the responses shown here

Three main drivers to review investment approach
A. Investment market and economic changes and uncertainty
B. Regulations

C. ESG expectations

Survey focused on 6 key areas:

1. Investment objectives Z: UINESHERE EEES o 3. Asset strategy
economy

6. Sustainability and

4. Governance 5. Implementation ESG

Benchmarking provides valuable information to aid in more informed and robust investment
policies for AFM members



AFM Investment Survey
Investment markets / economy

Where do you expect UK price inflation (CPI) to be in 3 years

time?
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Where do you expect UK base rates to be in 12 months time?
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Source: RLAM and AFM as at 30 September 2022.

Expectations for even higher interest rates and price inflation remaining above target levels

) ROYAL
LONDON

ASSET MANAGEMENT

Where do you expect the FTSE 100 will be at year end 2022
(7,148 as at 1 September 2022)?

0% 20% 40% 60% 80%

7100 to 7800 - 25%

Below 6400 . 8%
(afall of approx. 10% or more) ?

Above 7800
(an increase of approx. 10% or | 0%
more)

e Most respondents view price inflation as remaining above 2%
target for medium term

e Interest rates expected to further increase materially from current
levels

e Generally bearish view on (UK) equities
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Key risks and challenges LONDON
What is the key macro-economic or geo-political risk that could What is the key challenge for your investments over the next 12
impact on markets over the next 12 months? months?

Ongoing low
return
environment

19%

m Central banks' withdrawal of QE 0%

m Ukraine conflict 0% Other (please Further increases
specify): in inflation
E Rising inflation 58% 0% 63%

m Global recession 33%

m Other (please specify): 8%

olatility in asset
pricing
19%

Liquidity risks
0%

e |Inflation risks viewed as being key macro risk...
e ... as well as challenge for AFM members in managing investment portfolios
e Low returns and asset volatility also material concerns

Source: RLAM and AFM as at 30 September 2022.

Inflationary concerns are at the top of the agenda and are likely to remain there for the
foreseeable future
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Asset Strategy
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How are you intending to change your asset allocation over Which asset class are you looking to increase your
2022/2023? allocation to most over the next 12 months?
M Equities 0%
NO Change 46% . Cash 29%
" Core fixed income (government 24%
bonds and IG corporates) °
[ AIterr_1at|v<_a fixed income 24%
(eg high yield and loans)
B Alternatives - including Private 24%
markets and Absolute Return °
Use new asset Retain same asset
classes —including classes but change
private magkets risk level Which asset class are you looking to decrease your
15% allocation to most over the next 12 months?
Equities 41%
Cash 18%
Core fixed income (government 21%
bonds and IG corporates) ’

|

|

|

Use new asset -
classes - listed only

23% |

Source: RLAM and AFM as at 30 September 2022.

Alternative fixed income

0,
(eg high yield and loans) 0%

Alternatives - including Private

0%
markets) and Absolute Return

More than 2 respondents looking to review asset allocation - alternative assets receiving

increasing attention
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Sustainability and ESG LONDON
ASSET MANAGEMENT
Where are you on your ESG investing journey? How are you looking to implement ESG within your
investments?
Policy defined and
implemented m Specific allocation to sustainable
41% investments (eg green bonds) 6%

mESG risks incorporated as part of
security selection criteria only 47%

m No explicit allowance for ESG 29%

m Other (please specify): 18%

Policy defined but not
yet implemented
12% 6% Which aspects of ESG do you take account of in your

investment portfolio?

No actions taken

100%
100%
T7%
80% i /1% 65%
60% 47%
40%
Initial investigations 20%
underway 0%
41% Climate Corporate  Social impact Diversity and Support for
change / Governance Inclusion local
Reducin communities
Source: RLAM and AFM as at 30 September 2022. carbong
emissions

Majority have taken some actions already but for many this remains work in progress
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Mutual context LONDON
How much impact does being a mutual make on your investment How would you best describe your view on the compatibility
approach? between mutuality and ESG investing?
0,
0% 37% 37%

mVery strong - and we are looking
to promote our ESG credentials
as part of our overall proposition
12%

35%

30%

26%

25% m Moderate - being a mutual

means we focus more on ESG
criteria but this is a secondary
consideration 53%

20%

15% . .
® Mutuality does not influence our

ESG policy directly 35%
10%

5%

0% “It has the potential to be very strong, but we also need to be

High impact Moderate influence No material impact i : } ”
clear that we are not increasing risk to our Members

e Majority of respondents felt that mutuality influenced their investment approach

e Most also thought that their mutual status made ESG investing even more important

Source: RLAM and AFM as at 30 September 2022.

Importance of recognising mutual status in investment approach including ESG
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e Very challenging macro-economic and investment market backdrop

e Regulatory changes and increasing sustainability expectations compounding this
e Higher inflation viewed as key risk

e Over ¥ of respondents expecting to review investment approach

e Sustainability and ESG integration still work in progress for many

e Mutual status generally viewed as important driver for asset strategy

The views expressed are the author’s own and do not constitute investment advice.

More detailed survey responses and commentary will be available in a follow-up paper
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Important information

For professional clients only, not suitable for retail clients. This is a financial promotion and is
not investment advice. The views expressed are the presenter's own and do not constitute
investment advice. Telephone calls may be recorded. For further information please see the
privacy policy at www.rlam.com.

Issued in October 2022 by Royal London Asset Management Limited, 55 Gracechurch Street,
London, EC3V ORL. Authorised and regulated by the Financial Conduct Authority, firm
reference number 141665. A subsidiary of The Royal London Mutual Insurance Society
Limited
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http://www.rlam.com/

For any queries or questions please contact:

Andrew Epsom
Insurance Client Solutions Director

Royal London Asset Management Limited
55 Gracechurch Street

London

EC3V ORL

+44 (0) 20 3272 5594

andrew.epsom@rlam.co.uk

Our ref: PR RLAM 3527/10.2022-MM
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Investment outsourcing
Considering the push and the pull factors

Reqgulation

PUSH R

Market conditions

,; PULL B

Opportunlty set

Cost efficiency

Schroders



Founding Signatory Became a Natural Capital

° efe ° to Net Zero Asset Investment Alliance member
Sustainability leadership ©
. . -Q. CEO letter to Partnership with
A continuously evolving approach - Became s FTSE350 companies Acaria Natura
European RI asset UNGC3signatory on climate change Capital
Launched ﬁrSt management
Published sustainable survey , E Published (-
corporate : strategy Developed Achieved Natural Capital ~ Engagement \ ‘%=
governance Became a CDP responsible Q full ESG Research Blueprint
policy signatory fixed income policy i i

S ® I © ®
XD ZEDEEDy NI
© o2 C o 0 S

. B AODP Global Acquired 6 years S
First E ecame a Developed Climate 50 Asset | majority stake in of A+ Published
Esdéedlcated !‘JNPFI responsible real Launched  Manager Index BlueOrchard UNPRI Climate Acquired 75%
resource bublished first signatory estate investment CONTEXT Business rating* Became a Transition shareholding in
socially policy @ operating on member of ~ Action Plan Greencoat
: . the ace Capita
responsible policy ) a carbon- to Net Z
Launched SustainEx & 0 Net zero .
Climate Progress neutral basis Initiative Science-based targets
Dashboa%d validated by SBTi

'Issues such as climate change, resource scarcity, population growth and corporate failure have put responsible investment at the forefront of investors’ minds. We
believe that companies with a strong environmental, social and governance ethos tend to deliver better results for our clients.'
Peter Harrison, Group Chief Executive, Schroders plc

Source: Schroders, September 2022. 1Carbon Disclosure Project. 2UN Principles for Responsible Investing. 3UN Global Compact. 4Strategy and Governance module. 5For certain businesses acquired during the

course of 2020 and 2021 we have not yet integrated ESG factors into investment decision-making. There are also a small number of strategies for which ESG integration is not practicable or now possible, for
example passive index tracking or legacy businesses or investments in the process of or soon to be liquidated, and certain joint venture businesses are excluded.

15 Schroders



Important information

Marketing material for professional clients only.
Past Performance is not a guide to future performance and may not be repeated.

The material is not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations. Schroders has expressed its own views and opinions in this
document and these may change.

Issued by Schroder Investment Management Limited, 1 London Wall Place, London EC2Y 5AU. Registration No. 1893220 England. Authorised and regulated by the Financial Conduct Authority.
UK005101.

Schroders uses SustainEx™ to estimate the net social and environmental “cost” or “benefit” of an investment portfolio having regard to certain sustainability measures in comparison to a product’s
benchmark where relevant. It does this using third party data as well as Schroders own estimates and assumptions and the outcome may differ from other sustainability tools and measures.
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Remaining relevant

Sustainable member growth Product transparency

= Economic conditions Communication with members

= Market volatility { Transparency of investment strategy
= Climate change / ESG and purpose

Attracting new members * Investment strategy

,"Ftl Ease of access = How appropriate Is your strategy?
\ Aligning products to = Frequency of review AR

J YefYe  member beliefs = Treating customers fairly *-*-*

.Y, %0 o[V o[ Ta[s 8 = Growth asset allocation u-tou

© 2022 WTW. Proprietary and confidential. For WTW and WTW client use only.
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At WTW (NASDAQ: WTW), we provide data-driven, insight-led solutions in the areas of
people, risk and capital. Leveraging the global view and local expertise of our
colleagues serving 140 countries and markets, we help you sharpen your strategy,
enhance organizational resilience, motivate your workforce and maximize performance.

Working shoulder to shoulder with you, we uncover opportunities for sustainable
success—and provide perspective that moves you.

Learn more at wtwco.com.



