Thinking Ahead breakfast seminar
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Global innovation partner

Influencing change

43 @®

Institutional investment The Institute is a global  EYETTTIRTNITIES
members comprising not-for-profit innovation  FESLERCERIES

and research member Toolkits
asse_t owner_s and _ group whose purpose Workshops
service providers with is to lead change in Networking
combined responsibility the investment industry  EEETEEREEREEI
for over for the benefit of the Members-only website

end saver. Highly engaging events

US$12 trillion.

Research working groups
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What we will cover

Theory People

Tim Hodgson Roger Urwin
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Stronger investment theory and practice
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-as’f'aight line. .

BEactal Geometry of Nature”

does ligh

Benoit Mandelbrot?
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A hierarchy of uncertainty

rreducible uncertainty

Partially rec

ucible uncertainty

~ul

y reduci

nle uncertainty

RIS

K without uncertainty

Complete certainty

Andrew Lo and Mark Mueller, “"WARNING! Physics Envy May Be Hazardous To Your Wealth”
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VUCA

Volatile
Uncertain
Complex
Ambiguous
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UNCERTAIN

‘ ‘...the failure of quantitative
models in economics is
almost always the result of a
mismatch between the type of
uncertainty in effect and the

methods used to manage |it. , ,

Andrew Lo and Mark Mueller
“‘WARNING! Physics Envy May Be Hazardous To Your Wealth”

CERTAIN
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For example...

...now we use models
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Don’t marry a model
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For example...

...things change
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Feedback
loops can
create stability
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STRONGER theory
STRONGER practice
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Investment

process Allocation,
execution

How the Culture

world and Mission,

works governance,
values ethics
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The renaissance investment professional
Roger Urwin
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The investment professional of tomorrow is purpose driven

Thinking Ahead Institute

= Freedom to seek interesting, rewarding work

Autonomy = Control over self

= Desire mastery in their field
= Focus on getting more skilful

Mastery

Daniel H. Pink

A Whole New Mind

= Have a belief that they are contributing to i V E
something greater than themselves R

= Lines them up with their organisation and
clients

Purpose

Thinking Ahead Institute
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The investment professional of tomorrow is
well-motivated by their firm

Work environment provides clear
signals to good behaviours = culture

Explicit
incentives —

promoting Compensation and promotion
‘good’

. Employee experience and employee
behaviours PIoy P PIoy

engagement

STATE STREET

Phi

Purpose + Habits + Incentives
Source: CFA and State Street
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The investment professional of tomorrow is skilled in old and new ways
In @ more complex world, T-shaped skills are critical

Core investment skills remain critical but
more skills are needed going forward

Digital and analytics opportunities

T-shaped skills

= wider knowledge across disciplines
= deeper relationships and connections

= smarter on delegations
"= ‘savvy’ and empathetic attributes

Thinking Ahead Institute
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The investment professional of tomorrow is a very strong team player

Team players know the role they need to play

Core Advanced
capabilities capabilities
: Deep expert
Domain knowledge
knowledge
: Institutional
Experience
memory
Attitude Accountability
Team skills T-shaped skills

Source: Four Plus Four Model | Clark and Urwin

/

GREAT

Getting the right people on the ‘bus’
Jim Collins | Good to Great
Best-practice investment committees:
taking them from ‘good to great’| TAl
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...and remember the
T-shape

Thinking Ahead Institute
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Culture in asset management
Brandi Wust

Thinking Ahead Institute

© 2019 Willis Towers Watson. All rights reserved. WillisTowers Watson Lil"I"L:l



Culture stories

Thinking Ahead Institute
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Our culture assessment journey

Culture assessment
framework rolled out
to TAl's members

Defining,
measuring and
managing culture

Framework adopted
within WTW Manager
Research

Key to long term
success

Provokes action

Unique factor in WTW
due diligence

Thinking Ahead Institute
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What is culture?
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WTW culture framework
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Culture assessment report

Sample Assessment Qutput: EVP Score

Sample Assessment Qutput: Positive Culture

Thinking Ahead Institute
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Culture discussion topics

Why do you do what you do?

What other value besides investment
returns do you provide?

Who is the keeper of the culture?

'
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What makes culture good?

Strong leadership that distributes power

Healthy balance between EVP and CVP

Incorporating diversity

Thinking Ahead Institute
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In conclusion

1

Amazing experience — thank you for doing
it! I had never been through this sort of
assessment before and found it so
Interesting that after you left | gathered the
whole team to discuss in detail how we can
put more of it in action. ,,

Thinking Ahead Institute
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The asset manager of tomorrow
Bob Collie
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An industry at a crossroads

Thinking Ahead Institute

The asset ownert

omorrow
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The industry is being challenged on multiple fronts

“The twenty first century is more
connected, faster paced, and less
predictable than previous eras.” -

Gen. Stanley McChrystal, Team of Teams

Thinking Ahead Institute
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Trust in the industry is low

Nurses

Medical doctors
Pharmacists

High school teachers
Police officers
Accountants

Please tell me how you i
Funeral directors

would rate the honesty and Clergy

ethical standards of people L joumalee

Building contractors

In these different fields . Bankers

GALLUP, Dec 3-12 2018 o (Rl EREIE Sl
. Labor union leaders

o sl B G g R [

Telemarketers
Car salespeople
Members of congress

Thinking Ahead Institute
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Trust in the industry is low

“‘When trust is absent but products complex...
markets do not function well”

“...the demand for transparency in intermediation
IS a sign that intermediation is working badly,
not a means of making it work well.”

John Kay, Other People’s Money
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Purpose has hit the headlines

Business must act

on a new corporate

purpose

Financial Times
Group of top CEOs says
maximizing shareholder

Move Over, Shareholders:
Top CEOs Say Companies
Have Obligations to Society

The Wall Street Journal Aug 19 profits no longer can be the
primary goal of corporations

The Washington Post Aug 19

Shareholder Value Is ., Top US CEOs say
No Longer Everything, | America’s CEOs shareholders’ profits

Top CEOs Say justmadea no longer top priority
significant, if mainly | roxsusiness
symbolic, change AU
CNN Business
Aug 19
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A five-stakeholder model

“We commit to:

Delivering value to our customers.

Investing in our employees.

Dealing fairly and ethically with our suppliers.
Supporting the communities in which we work.
Generating long-term value for shareholders.
Each of our stakeholders is essential.”

Business Roundtable, Statement on the Purpose of a Corporation

Thinking Ahead Institute
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The asset manager of tomorrow needs a stronger
purpose

“...dangerously possible that we will concentrate on
succeeding with the business aspects of distribution
and asset gathering, but unintentionally lose our
grounding in the profession.”

Charles D. Ellis, Will Business Success Spolil the Investment Management Profession?

Thinking Ahead Institute
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‘“There are no side-effects — just effects...

‘Side effects’ are not a feature of reality but a sign that the
boundaries of our mental models are too narrow, our time horizons

too short.”

John Sterman, Learning from Evidence in a Complex World

Thinking Ahead Institute
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Universal ownership

Dimson, E. et al (2013)
Responsible Investment and the Norwegian Government Pension Fund Global
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Key changes for the asset manager of
tomorrow

Investment
strategy #

Organizational
effectiveness -

Societal
legitimacy

Thinking Ahead Institute
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Sustainability in investment
Jennifer Kruse
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 Integrating sustainabiit
“into risk management
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Source: Doughnut Economics, Kate Raworth
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llll l Delaware

Corporations with long-term planning have generated
81% more profits long-term from 2001-2014

McNeil & Johnson, The Elephant in the Room: Helping Delaware Courts Develop Law to End Systemic Short-Term Bias in
Corporate Decision Making, Michigan Business & Entrepreneurial Law Review, Volume 8 (2018)
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What we have covered

Theory People

Tim Hodgson Roger Urwin
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...we didn’t have time to cover these

The asset class of tomorrow Investment as an ecosystem
Decision making Long-horizon investing
Diversity State of the industry

Enhancing DC Sustainability beliefs

Integrated reporting

-

{1 i 11111
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...in 2019 we are covering these

The asset classes of tomorrow Culture

DC member engagement Decision making
Sustainable investment Long-horizon investing
Total portfolio approach Sustainability beliefs

Universal ownership

Thinking Ahead Institute
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Power of culture study
Linking culture and leadership, vision and strategy, inclusion and diversity

= Aimed at organisations that wish to:
= Understand, measure and shape their own cultures

Be empowered to innovate around leadership, diversity and inclusion

= The study involves:

Applying the Institute’s proprietary research

Your own customised culture dashboard report

Examining the potential in leadership, inclusiveness, openness and innovation
Follow up conversations on your cultural state and aspirations

Inclusion in a white paper write-up and peer group

Participation in a symposium with other participants

A subscription fee covering Institute costs alone

Share in the power of culture to support greater purpose and better outcomes

Thinking Ahead Institute

© 2019 Willis Towers Watson. All rights reserved. WillisTowers Watson Lil"I"L:l 61



What sort of organisations become members

innovative
inquisitive...

engage
trends

context, new thinking
its application

[ )
AT

They are client /
member—focused...

...and want the chance to
deepen their
understanding of what
the leading investment
organisations of
tomorrow want and
need...

They have a

...and are up for
to the
industry through

within the Institute...

© 2019 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Thinking Ahead Institute members’ use only.
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Closing questions
Q1. How many species of bird have been spotted in NYC’s Central Park?

65

155

215 W

425

Over 1,000

Thinking Ahead Institute
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Closing questions
Q2. What motivates you to perform in your current role? (Pick your top 3 choices)

Pay

Recognition by peers, friends and family

Interesting and enjoyable work

Help your organisation to achieve its financial goals

Help your clients

Help to do something meaningful with societal purpose

Other

Thinking Ahead Institute
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Closing questions
Q3. To judge the strength of an organisation, culture tells you more than strategy?

Strongly agree

Agree

Neutral

Disagree

Strongly disagree

Thinking Ahead Institute
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Closing questions
Q4. What is the current pace of action on inclusion and diversity?

Far too slow

A little bit slow

About right

A bit fast

Far too fast

Thinking Ahead Institute
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Closing questions
Q5. In the next ten years, how much disruption does the asset management industry face?

Less than the disruption of recent years

About the same as the disruption of recent years

Greater disruption than in recent years

Substantially greater disruption than in recent years

Very significantly greater disruption than in recent years

Thinking Ahead Institute
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Closing questions
Q5. What is the current pace of investor action on sustainable investment?

Far too slow

A little bit slow

About right

A bit fast

Far too fast

Thinking Ahead Institute
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Limitations of reliance

Limitations of reliance — Thinking Ahead Group 2.0
This document has been written by members of the Thinking Ahead Group 2.0. Their role is to identify and develop new investment thinking and opportunities not
naturally covered under mainstream research. They seek to encourage new ways of seeing the investment environment in ways that add value to our clients.

The contents of individual documents are therefore more likely to be the opinions of the respective authors rather than representing the formal view of the firm.

Limitations of reliance — Willis Towers Watson

Willis Towers Watson has prepared this material for general information purposes only and it should not be considered a substitute for specific professional advice. In
particular, its contents are not intended by Willis Towers Watson to be construed as the provision of investment, legal, accounting, tax or other professional advice or
recommendations of any kind, or to form the basis of any decision to do or to refrain from doing anything. As such, this material should not be relied upon for investment
or other financial decisions and no such decisions should be taken on the basis of its contents without seeking specific advice.

This material is based on information available to Willis Towers Watson at the date of this material and takes no account of subsequent developments after that date. In
preparing this material we have relied upon data supplied to us by third parties. Whilst reasonable care has been taken to gauge the reliability of this data, we provide no
guarantee as to the accuracy or completeness of this data and Willis Towers Watson and its affiliates and their respective directors, officers and employees accept no
responsibility and will not be liable for any errors or misrepresentations in the data made by any third party.

This material may not be reproduced or distributed to any other party, whether in whole or in part, without Willis Towers Watson'’s prior written permission, except as
may be required by law. In the absence of our express written agreement to the contrary, Willis Towers Watson and its affiliates and their respective directors, officers
and employees accept no responsibility and will not be liable for any consequences howsoever arising from any use of or reliance on this material or the opinions we
have expressed.

Contact Details
Tim Hodgson, +44 1737 284822
tim.hodgson@willistowerswatson.com
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