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The Thinking Ahead Institute

A member-driven research and innovation partner with a change agenda

Purpose: To mobilise capital for a sustainable future

The Institute started in 2015 and now
has 52 institutional investment
members, comprising asset owners
and asset managers, with combined
responsibility for over US$16 trillion.1

1As of December 31, 2023
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TAlI members | 37 asset owners | 15 asset managers
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What we
do |

I,':"\

VEUG
connections

We collaborate and bring
organisations together
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What we
do

$a4

15

Tailored projects

Strategic 1-2-1 sessions and
workshops to meet your needs
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What we [ ==
do

Groundbreaking

Thinking Ahead Institute

research - > = e

1 Artificial intelligence: friend or foe?

Breakthroughs that matter

talking about

Antimicrobial Resistance (AMR): the systemic risk investors should be

© 2024 Thinking Ahead Institute. All rights reserved.

Thinking Ahesd Institts Thinking Ahesd Instute Thinking Ahead Instituts

Anagenda for change

Thinking Ahead Institute Thinking Ahead Institute
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gf[ IPE magazine
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January

HOME NEWS COUNTRIES v REPORTS v ESG TOP1000 TOPS500 COMMENT QUEST

NEWS

TAI releases open-source code for return-

attribution method

RACHEL FIXSEN
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TAl global studies

I
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Why are we
all here?
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What we will cover

Introduction

Thlnklng Ahead Institute
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Asset Owner Best
Practices Study

T 3~
s Thinking Ahead Institute
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The search for cause and effect

‘My guesz‘ion 15: Are we making an z'mpact.? ”
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Total AUM $6.3tn ‘ 26

Peer Study participants and design Average AUM  $243bn

(1 ]
All of us are smarter than any one of us
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o ‘R
50,000 \*“ b .
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26 4 break-
1-2-1s throughs /
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Peer Study takeaways

Being joined-up & portfolio diversity
TPA (Total Portfolio Approach) & Risk 2.0 emerging
The Alts-Plus proposition

New thinking on
allocations

New challenges on Managing complexity is the #1 issue

managing The soft stuff is the hard stuff is the #2 issue
complexity The HI x Al equation is transformational

The 3D investing Net zero landed quickly, but bedding in slowly
model has arrived Sustainability landing, stewardship pivoting
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Alts, complexity, leverage & diversity rising in the SAAs

40-30-30 is the new 60-40

Private credit 2% Hedgle(yfunds Cash 2%
Infrastructure 2% .
Listed real estate 3%

Private real estate
9%

Listed equities

42%
Private equity
10%
I/L bonds 2% Equity 42%
Debt 29%

Credit 8% .
Alternatives 27%

Cash 2%

Nominal
bonds 19%

© 2024 Thinking Ahead Institute. All rights reserved.

Next 5 years expected
adjustments

Increase

Keep about
the same

Decrease

m Equities
Alternatives

Thinking Ahead Institute

An innovation network founded by WTW



Total Portfolio Approach. What it is. What it does

Goals drive Best ideas :
- Flexible.
investment of whole . . =T
- = Total
What it is decisions team for the Sustainability

& investing Portfolio

ahead of benefit of
SAA T less closely Approach

tied to SAA
N
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Asset allocation approaches are not settled — SAA & TPA are competing
SAA = Strategic Asset Allocation. TPA = Total Portfolio Approaches
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The SAA - TPA spectrum
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Allocation to alternatives

TPA adopters show a higher allocation to alternatives

TPA adopters average 35% alts vs
non-adopters 23%

Private market exposure and
execution have outperformed.

Drivers from stronger governance
to TPA to higher alts & performance

The Alts-Plus proposition

© 2024 Thinking Ahead Institute. All rights reserved.
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% Allocation to Alternatives (Source: Global SWFs)

42%
41%
40%
38%
38% 30%+ in Alts
35%
33%
33%
30%
27%
26%
26%
22%
0
ﬁéﬁ 20-30% in Alts
20%
20%
18%
18%
16%
12%
2% 9% Below 20% Alts
1% Indicates TPA Adopters
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Risk 2.0. Risk being done wider, softer, longer

Risk needs to be seen through multiple lenses

Risk revisited

Risk in the investment ecosystem

Wider risk. Softer risk Longer risk
The whole riskis  What can’t be Long-term funds
greater than the  measured can should study
sum of parts. still be important  long-term risks

Measurement. Provenance. Hysteresis.
What gets Quantification Cause & effect
measured gets needs are rarely close
managed. qualification together
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The rise and rise of systemic risk. Geopolitics and climate. Risk 2.0
The rise of systemic risk is a defining moment for the industry. There is a gap in our thinking and practice

Views on systemic risk trajectories

Over the next ten years, the
global systemic risk areas are
likely to grow in incidence and

scale

Over the next ten years, the

global systemic risk areas are

likely to grow in synchronicity
(i.e., become more inter-..

Over the next ten years, the
market volatility will be higher
relative to the historic average

Agree m Neutral

© 2024 Thinking Ahead Institute. All rights reserved.

Top 3 sources of global systemic risk

84%
2%
48%
20%4% 36%

12%

12%

33% 8% 120
4%

4%

Geopolitical confrontation

Escalating climate change

Inequality and social
challenges (e.g.,...

The plumbing of the
financial system

Biodiversity
loss/ecosystem...

Cybercrime/cybersecurity

Adverse outcomes of
Al/frontier technology

Natural resource crisis

Global pandemic

Thinking Ahead Institute
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Case Study. Understanding the organisation-as-a-system

|. Key results of the review

New Zealand Super and its Five-yearly Review

. NZSF ratings using WTW dual lens method

Design Edge Identity

Settings Settings Settings
Managing complexity :-8 Soft stuff Purpose, vision &
Total portfolio approach Joined-upness BBB
Insourcing system A Work design/execution [l:-I-§ Shared history
3D investing model 2| Learning organisation Eciiediage

Business
Model

RAG analysis

WTW and NZSF Independent review

“NZ Super is operating at global best
practice”

© 2024 Thinking Ahead Institute. All rights reserved.

= Governance model

TPA

3D investing M

Soft stuff is the hard stuff M

Next challenges

» Deepening TPA & Risk 2.0
= 3D investing & sustainable finance
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https://nzsuperfund.nz/publications/papers-reports-reviews/2024-independent-review-by-wtw/https:/nzsuperfund.nz/publications/papers-reports-reviews/2024-independent-review-by-wtw/

Breakthroughs that matter

TPA & Risk 2.0

¢
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Beliefs




Waves of
trouble

BE SURE
TO WASH YOUR
HANDS AND ALL
WILL BE WELL

3 q@m\m

VbR “\
Lo )9,/ ','/ 1)
7 /
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Qutcomes

Beliefs
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Economy
Energy system
Social/ cultural

Ecosphere
Cognitive
adaptation

Adapting
to what?
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solely focused on
financial objectives

sustainability alongside
financial objectives

sustainability only if it
27% doesn’t compromise
financial objectives

My organisation’s purpose...

add stakeholder value
beyond financial objectives

Source: TAI Global Asset Owner Peer Study 2024 (n = 26)
Option Not sure/Don’t know not displayed
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Case study - beliefs

organisational

evolving alpha

sustainability actionable

aligned

portfolio
construction

Thlnklng Ahead Institute

network founded by WTW
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Stewardship resources
.

A significant part of the
Investment ecosystem

Thinking Ahead Institute
An innovation network founded by WTW



TAI/PRI — Resourcing stewardship

Thinking A‘haad‘lnﬁmmﬂ _:EPR”

Thinkling Ahead Insttte | _BPRI|z5z

Putting resources where stewardship ambitions are The St dshio R
Structured me ament to empower asset owne t manager conversatic 9 JIeWar EShIp A8s0

e | More measurement

More resources

Asset owner and asset
managers engagement
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https://www.thinkingaheadinstitute.org/content/uploads/2024/05/PRI_TAI_Global_Stewardship_Resourcing_Survey_Report.pdf
https://www.thinkingaheadinstitute.org/content/uploads/2024/05/PRI_TAI_The-Stewardship-Resources-Assessment-Framework.pdf

Global Stewardship resourcing survey

Europe
including
the UK

20

Asset owners Africa

49

Asset managers

. . 5
© 2024 Thinking Ahead Institute. All rights reserved. Source: TAI/PRI Stewardship resourcing report: Putting resources where stewardship ambitions are Th n kl ng Ahead | nStltute
An innovation network founded by WTW


https://www.thinkingaheadinstitute.org/research-papers/stewardship-resourcing

Stewardship resources across different engagement levels

Stewardship resources

Asset managers - L Asset owners
9% 20%
17%
%
24% 30%
50%
. Issuer level Industry/market level Policy/system level
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Build AO-
AM
relationship

Focus on
system
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Breakthroughs that matter — coalition stewardship effort

2019 tailing dam disaster in Brazil
$1.3trn investor coalition formed

The Church of
England Pensions
Board

Demanded stricter mining safety policies

Now part of the steering committee of the Global
Investor Commission on Mining 2030

© 2024 Thinking Ahead Institute. All rights reserved. Thlnkl ng Ahead | nStltUte
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Vishal Hindocha

Senior Managing Director and
Global Head of the Strategy
and Insights Group,

MFS Investment Management

Thlnklng Ahead Institute
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Future of pens




The future is DC

2003 2008 2013 2018 2023e

Source: Global Pension Asset Study 2024, Thinking Ahead Institute
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https://www.thinkingaheadinstitute.org/research-papers/global-pension-assets-study-2024/

N < d ﬁ;

PENSIONS

Reimagining pensions

WTW white paper

October 2024

Thlnklng Ahead Institute
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WE NEED HYBRID
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The Dutch agree...

Australia 88% C12%
United States 67% 3B

Canada 44% - 5%

UK 26% I

Netherlands | 6di O A0 —

Japan | 5oGE S

Source: Global Pension Asset Study 2024, Thinking Ahead Institute
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https://www.thinkingaheadinstitute.org/research-papers/global-pension-assets-study-2024/

Three hybrid case studies

© 2024 Thinking Ahead Institute. All rights reserved. Thinki ng Ahead | nStitUte
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CAAT Pension Plan’s ‘DBplus’

Defined
contributions

Guaranteed
annual base
pension

Reduce

© 2024 Thinking Ahead Institute. All rights reserved.

Underwriter

m—)

—)

Pre- Post- Early
retirement retirement retirement
increases increases option

Survivor

benefits

No increase No increase

Thinking Ahead Institute
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USS hybrid pension structure

Investment Builder
(DC)

= Atop-up to DB

» Employee and employer contributions
above the salary threshold

» Flexibility in accessing capital

= Choice of investment

© 2024 Thinking Ahead Institute. All rights reserved. Th I n kl I'Ig Ahead | nStItUte
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QSuper, now Australian Retirement Trust, Lifetime Pension

Accumulation account

and/or
Lifetime pension
Age = No withdrawals after cooling-off SerEeE
pension period : Retirement Income account savings and
(state) » Lifetime payments with money- investments
back nrotection
| = Annual adjustments
J L
| I
Regular (variable) income Flexible payments and accessible funds

Thinking Ahead Institute
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What does good look like?

Affordable Stable, predictable income

Income for life

Flexible

Net positive investment

Integration (fit with wider finances) Transparency

Bequest Investment choice

Source: Pensions aren’t what they used to be, Thinking Ahead Institute

Thinking Ahead Institute

© 2024 Thinking Ahead Institute. All rights reserved.
An innovation network founded by WTW


https://www.thinkingaheadinstitute.org/research-papers/pensions-arent-what-they-used-to-be/

Breakthroughs that matter

HYBRID
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The wrap up

Thinking Ahead Institute

An innovation network founded by WTW



One-to-one

P :
DeleEkis SessIons

Events

Thinking Ahead Institute

An innovation network founded by WTW
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What sort of organisations become members

innovative
inquisitive...

engage
trends context, new
thinking its
application

© 2024 Thinking Ahead Institute. All rights reserved.

fyn

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...

Thinking Ahead Institute
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Connect:

Find out who we are, what we do and the
connections we foster

www.thinkingaheadinstitute.org

Thinking Ahead Institute
An innovati

ation network founded by WTW
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