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Discover a partner who sees wealth differently

Netwealth sees more than global markets, investments,
data and technology. We see a world of choices, a world of
relationships, a world of efficiency and a world where everyone
can discover a brighter future.

Wealth is about tomorrow and progress. With Netwealth —
a world of opportunity awaits you.

Disclaimer: This advertisement has been prepared by Netwealth Investments Limited (Netwealth), ABN 85 090 569109, AFSL
230975 and is of general nature. Any person considering a financial product from Netwealth should obtain and consider the relevant
disclosure document at www.netwealth.com.au and determine its appropriateness to their financial circumstances, objectives and
needs and see professional advice if required.

4ol

Invest

Access investments

from around the world
including local and
international securities
and bonds, foreign
currency accounts,
wholesale managed funds
and managed accounts,
term deposits and more.

Discover a world of opportunity at netwealth.com.au/woo

Access

See a world of
information on your
mobile or desktop
including portfolio,
banking and property
data. Access
detailed reporting,
transactional
capability as well as
daily business news
and market data.

and see wealth differently
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Engage

A world of engagement
is our multi-tiered
support model that
supports advisers and
their clients, boosting
adviser productivity,
efficiency and support.

Discover

Access news,
research, market
data and podcasts
that provide regular
insights to help

you spot change
that matters in

an increasingly
complex world.

Community

We understand the
need to support

not only our
customers but also
our community,
environment, and the
world around us.

netwealth


https://www.netwealth.com.au/web/insights/world-of-opportunities/
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Introduction

Doing well while doing good

One of the biggest changes in the past
five to ten years is that Australians
have recognised the role they play

in influencing the environment, the
community and the greater world
around them through their actions
—including how they express their
opinions, beliefs and intentions through
the way they invest.

This means that responsible investing (RI)-
encompassing environmental, social, humanitarian,
community and governance issues — is increasingly
top of mind as investors seek to maximise the
impact of their investments.

Today three in five (61%) Australians 18 years or older
say “they care deeply about environmental issues”
with more than half (54%) indicating they “care
deeply about social issues” too.

As approaches to investment selection and portfolio
construction evolve to accommodate a growing
demand for responsible investing, it is now easier
than ever to invest with a clear social purpose in mind,
and not suffer a performance penalty. Investing with
the aim of doing good is no longer seen as delivering
poorer long-term investment results.
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In fact, there's a growing body of evidence that
responsible investing can lead to better long-term
investment results, because it is an approach to
allocating capital which tends to seek out and favour
companies that have more sustainable business
models, practices and products or services.

Today around one in five (22%) of the 19.8 million
Australians 18+ hold responsible investments

in their investment portfolios, representing
approximately 4.3m people. This figure is set

to increase, with more than one in three (34%)
expecting to increase their allocation to
responsible investing in the next five years.

01%

Care deeply about
the environment

o4%

Care deeply about
social issues

More than one in five
Australians 18+ already hold
responsible investments

Do you have any socially responsible
investments in your portfolio?

Currently hold
4.3m (22%)

Previously held
2.4m (12%)

Introduction

More than one in three
Australians 18+ expect to
increase their responsible
investment allocation

In the next five years, do you
expect your allocations to
socially responsible
investments to change?
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Introduction

Doing well while doing good

Investors who currently engage in
responsible investing do so as they
want to support companies and
investments that have an active,
positive impact, or to avoid those that
have an adverse impact.

Motivations among those that have invested
responsibly include the positive potential
environmental (43%), social (41%) and humanitarian
impacts (34%). Other popular motivations include

a desire to stop investing in companies that are
involved in controversial activities such as gambling
and weapons (36%).

The remainder who do not hold responsible
investments, including two-thirds who never have,
represents a significant potential for financial
advice firms who should keep these drivers of
adoption front of mind when discussing these
investment choices.
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What drove you to invest in socially responsible investments? (Of those who have invested in responsible investments)

23%

Stop investing
in companies

Positive . : The potential for
. Positive global that are involved .
environmental L : : higher growth than
. humanitarian impact in controversial .S
Impact typical investments

activities, e.g.
gambling, weapons
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Introduction

The adviser's opportunity to educate

There are clearly identifiable and
growing groups of individuals who are
strongly attracted to the concept of
responsible investing, who are worth
focusing on.

However, responsible investing clearly isn't for
everyone and, as this report highlights, there are
groups of individuals who are against it. Yet the
barriers to investing responsibly are often illusory
and are often due to lack of client (and perhaps
adviser) education, with more than seven in 10 (71%)
investors rating their understanding of responsible
investing as average or non-existent. This suggests
that there is a clear opportunity for financial advisers
to step into that ‘knowledge vacuum’to address
misconceptions and misapprehensions.

With education, they're likely to find a relatively
receptive audience: around two-thirds (66%) of
investors would definitely or possibly consider
investing in responsible investments for
NUMerous reasons.

Understanding an individual's preferences and

what drives them to invest responsibly will

position advisers well to help educate them on the
appropriate investments. When we look closer at the
drivers behind responsible investing behaviour, there
appears to be two main ones:
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1. A desire for positive impact — Not surprising the
main driver for many is the impact the investment
will have to the environment or society. One-quarter
would definitely consider investing responsibly if the
investment made a quantifiable difference to the
environment (23%) or to society (22%).

2. For financial benefit - For even the sceptics, this
driver will be most relevant. Fortunately, they may
not need much convincing, as almost six in 10 (59%)
of Australians 18+ believe responsible investing

can lead to returns that are as good as other
investments, with a further two in 10 (21%) perceiving
them to lead to better returns. Further, one-third
(35%) would definitely consider investing responsibly
if they could be convinced that the returns were
better than other investments, whilst two in 10 (21%)
would definitely consider them if they didn't have to
sacrifice returns.

The real challenge for advisers (and the industry as
a whole) is to clearly demonstrate and quantify the
positive impact and the financial benefits.

The majority of Australians 18+ have average
or no understanding of responsible investing

How would you rate your understanding of socially
responsible investing?

I
39% 36%
High Average No

understanding  understanding understanding

Yet the perception of responsible investing is still
that it can deliver the same if not better returns

Do you think returns from socially responsible
investments are as good as, better, or worse than
returns from other investments?

21% 20%
As good as Better Worse

Introduction

If the financial benefits of responsible investing

were clearer, more Australians 18+ would consider

investing in them

Would you consider investing in/investing more in
socially responsible investments if ...?
(Those who do not hold responsible investments)

23% 43% 66%

The investment made a quantifiable difference to
the environment

22% 45% 67%

The investment made a quantifiable difference to society

19% 47% 66%

You didn't have to pay more for these investments

PAV 45% 66%

You didn't have to sacrifice returns for these investments

35% 36% 71%

The returns were better than other investments

@ Yes, definitely
@ Yes, possibly
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Introduction

The role of research in education

Increasingly, deep responsible
investing and environment, social or
governance (ESG) insights are insights
are being produced by research
houses and by investment managers
themselves to help arm and educate
advisers and investors.

For example, at Netwealth, we have introduced ESG

research and ratings on managed funds using the
following Morningstar data sets:

1. The "Morningstar Sustainability Rating” which
compares ESG risk across various managed
funds within the same Morningstar Global
Category.

2. A"Low Carbon Designation” to identify low-
carbon funds across the global universe. The
designation is an indicator that the companies
held in a portfolio are in general alignment with
the transition to a low-carbon economy.

Learn More
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However, it goes without saying that ESG credentials
do not (and should not) replace strong financial
fundamentals as criteria for selection. Rather,

such considerations should run alongside financial
considerations in assessing companies for inclusion
in a portfolio.

Beware greenwashing'!

Responsible investing is a trend that
investment managers are understandably
keen to capitalise on, and companies are keen
to attract investors' capital and to attract
consumers to their products and services.
‘Greenwashing’ describes the marketing or
positioning of a company or investment or
their goods and services as having strong ESG
credentials when those credentials don't exist
or are overstated.

Both ASIC and the International Sustainability
Standards Board have published guidelines
for issuers when promoting or offering
sustainability-related products.

Imestment Detad | Pent Dote: 30 Noverrber 2001

Introduction

Momingstar Category  Legal Type

Equity World Large Blend vestment Trusts

Manager's Quarterly Comments 31 Dec 2020

Gven this & an ndex portiolio where the mvestment
objectve = to closely track the performance of the
benchmark, BlxckRock\'s key success measurement is
how closely the portfobo managers track the underlyng

index. Over the last quarter and over the last 12 months
the portioio performed in Ine with the underlying
benchmark

PDS Objective

The Fund aims to provide investors wath the performance
of the market, before fees, as measured by the MSQO
World ex Australia IndexSM [unhedged n AUD with net
didends rerwvested) (the “Indax")

Fund Investment Strategy

The Fund ams to provide investors wath the performance
of the market, before fees, as measured by the MSQ
World ex-Australia Net TR Index funhedged in ALUD)
(index). To acheve its investment objective the Fund
irvests substandally all of fts assets i urets of the iShares
Wholesale Interrational Equty Index Fund (underlyng
fund), another fund managed by the company that has the
same investment strategy as the Fund. The underlyng fund
invests in the intemational developed market stocks that
form the index

Netwealth International Equities Index

Fund Status Momingstar Sustainability Rating Low Carbon Designation Morningstar Rating

Open k)

Average

a of 30 Sep X0

o g e

Dut of 271 funcis a3 2t 31 Oct 2001

.......... 190 $21 %
............ 160 = Myt inde
P PRl
............ 120 3
Leoginy
10 s Wall

egeseess 2200 Mﬂslo.m

- fund

2016 2017 2018 2019 2020 YD Annual
8.22 1346 1.48 2790 559 2.1 Total Retum %
26.95 184 830 554 753 4.25 Income Retum %
2208 432 £.76 21.17 245 12.78 Growth Retun %
NAv NAv NAv NAv NAv NAv Tax-Adj Return %
Trailing 6 Mth 1 Ve S5Yr 10Yr
Quartile Rank — — — —_ -
Total Return % 11.96 N2 15.94 1582 16.35
Income Return % 425 425 517 668 151
Growth Retumn % 7.41 7588 938 8.14 691
Tax Adjusted Return % NAw NAY NAv NAv Ny
Market Index % - 12.01 3136 16.05 1588 16.33
Category % 9.10 2826 1442 14.14 14,62

Market Index MSCI World Ex Austraka NR AUD

Asset Allocation
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Introduction

Defining responsible investing

It is important to note that responsible
investment (RI) is more than just
environment, social or governance
(ESG) investment considerations.

When considering responsible investing, you could
look to define the investments universe into a few
categories — each of which has a differing impact and
also different financial returns.
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1. Negative screening

This involves eliminating specific companies or even
entire industries, based on an assessment of the
ESG credentials of each company and/or industry.
It's sometimes described as an ‘avoidance’ strategy.

Today, 36% of Advisable Australians who have
responsible investments, have done so to stop
investing in companies that are involved in
controversial activities (e.g. gambling or weapons).

2. Positive screening

This involves pursuing sustainable opportunities
that are focused, that drive capital to sectors and
the spaces that the environment and climate desires
them to go, and actively selecting companies and
investments that meet determined ESG criteria,
such as gender or racial equality. It goes beyond

just avoiding companies that don't stack up on

ESG metrics.

Introduction

3.Impactinvesting

This involves investing with a very clear and specific
environment or social purpose in mind, whilst still
earning market rate financial returns. For example,
an entity may issue bonds to raise funds for a
specific purpose (such as building low-cost housing
or investing in renewable energy). An investor can
see very clearly, and very directly, what positive
impact their investment is having.

4. Concessionary returns investing

These are investments which have submarket rate,
risk adjusted financial returns. An example is buying
a property and providing it rent free to a not-for-
profit to use as their office or putting solar panels on
roofs for a sub-market return.
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Introduction

Defining responsible investing

The spectrum of responsible investments

Negatively screen out
investments with poor

Investment
Examples

Traditional
Finance-only

Delivers competitive returns

Limited or no regard
for the social and
environmental
consequences of an
investment

No filters

ESG and Negative

Screening

Mitigates environmental, social and governance (ESG) risks

practices in order to
protect value

Eliminating certain

investments from a
portfolio - tobacco,

gambling, weapons,
mining

ESG aware fund or
portfolio

Sustainable Positive

Screening

Pursue sustainable
opportunities - focus on
investing only in sectors
that have progressive
ESG practices that may
enhance value

Renewables, waste
reduction, gender and
racial equality

Green buildings

Renewable energy
infrastructure

Introduction

Impact Concessionary returns
Investing investing

Philanthropy

Pursues environmental, social and governance (ESG) opportunities

Focused on measurable high- |mpact solutlons

Source: Making an impact: The breakdown of impact investing and why you don't need to sacrifice returns Sep 2021, Affirmative Investment Management, Kilara Capital, and Conscious Investment Management
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Introduction

Examples of responsible investing

Advisers play a significant role in
helping clients allocate capital both
efficiently and, increasingly, in a socially
responsible way, first by educating
themselves about these investment
options via managers and experts, then

making a judgement call and passing on

their views and knowledge to clients.

Below are just two of many examples that
advice firms will need to examine and educate
themselves on.

Multi-asset managers

There are multi-asset managers that offer balanced,
growth and a high growth multi-asset, multi-
manager portfolios that embed both sustainability
and ESG across each major asset class, being
equities, real assets, such as property and
infrastructure, and fixed income. As multi-asset
funds they typically diversify across asset classes
in order to maximise our risk adjusted returns.
However, this approach also provides them the
opportunity to invest positively across a broader
range of responsible themes, such as: healthcare
companies, water utilities that treat and manage
water systems, renewable energy utilities such as
wind and solar farms, plus social housing and
aged care.
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Bonds

A green bond refers to a bond that raises finance for
climate related solutions, whilst a social bond raises
finance for initiatives that improve social outcomes
for the community.

These bonds pay interest just like any bond, but
importantly, the money that is borrowed is to only
be used for predetermined projects. For example, a

green bond could be used for a wind farm, solar park,

hydroelectricity project, low carbon building or low

carbon transport. Whilst a social bond would support

projects such as social housing, gender equality or
underprivileged education.

Of note, other than green bonds and social bonds
(which have a specific use of finance) there is a
growing area of finance to the road to net zero,
which is transition finance. These are general
purpose bonds financing a companies’ transition
to net zero.

Example multi-asset, multi-manager portfolio

GOOD HEALTH
ANDWELL-BEING

p*

e Wind turbines
 Battery technology
e Health care

13 o

Listed
Infrastructure

« Renewable
energy utilities
o Water utilities

e Electric vehicle
(EV) charging

Introduction

4

« Energy efficient
buildings

« Social housing

« Agedcare

Fixed
Income

« Greenbonds
« Social bonds
« Sustainable
bonds

13 Soron

>
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Introduction

The ‘Advisable Australian
responsible investment segments’

The foundation of this report is
understanding investor behaviour, so we
set out to understand the behaviours
and drivers for responsible investing (RI)
in Australia. We wanted to understand
the differences between those likely to

invest, and those unlikely to invest.
To do this we've examined the behaviours, attitudes
and drivers behind the responsible investment

activities of Advisable Australians and developed a
segmentation model based off these.

As a result, we've segmented the Australian population
18+ into four groups to create the ‘Advisable Australian
responsible investment (Rl) segments"

1. Believers
2. Pragmatists
3. Doubters
4. Sceptics

For the remainder of this report, we examine each of
these segments in more detail, including what they
look like, how they think about responsible investing,
and how financial advisers can have constructive
advice discussions with them.
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These are people who believe in
socially responsible investing,

and support ESG principles and
what Rl stands for. They want their
investments to make a difference.
However, just because they believe
the most doesn't automatically
mean they invest the most in R,
which could be due to reasons such
as not having the capital and being
less wealthy due to typically being
younger.

Believers are the next most likely
to have Rl investments with a third
currently having them (32%) and
just under one in six (13%) having
held them previously. All (100%)
are definitely looking to grow their
responsible investment portfolio.

Currently
invest in Rl

Would definitely
consider
investing in R

Population 18+
(5.3m people)*

*Estimated form ABS statistics

Pragmatists

This is the group who are most
likely already invested in socially
responsible assets, but they do

it out of pragmatism, as a way to
diversify or an opportunity for smart
investments that could produce
high returns. Their attitudes to

the environment or responsible
investing are somewhere in the
middle, yet they invest. They
typically have a high understanding
of this type of investing.

Half (49%) of this segment currently
hold responsible investments, and
a further third (33%) have previously
held them, with a large proportion
definitely (43%) or possibly (57%)
consider starting to invest, or to
invest more in RI.

49%

Currently
invest in Rl

43%

Would definitely
consider
investing in Rl

17%

Population 18+
(2.4m people)*

Doubters

These individuals do not typically
invest in responsible investments
(only 13% do). They are not against
it, as such, but they are also not
strongly for it. They are in the
middle, and usually either doubt or
do not have a strong opinion about
it either way. This is a group who
advisers may need convince to
consider responsible investing, as
more than a third would definitely
consider them (37%) and the
remaining two thirds (63%) would
possibly consider them. This can be
done first by educating them about
Rl as they generally have a lower-
than-average understanding of it.

13%

Currently
invest in Rl

377%

Would definitely
consider
investing in Rl

36%

Population 18+ 2
(71m people)* f"“"

Introduction

Sceptics

These are people who do not really
understand responsible investing
and nor do they wish to. Sceptics
would not invest responsibly even

if it was financially beneficial and

are highly unlikely to be convinced
otherwise, no matter the strategy or
approach adopted by the adviser.

We suggest advisers pay less
attention to responsible investing
strategies for this group.

0%

Currently
invest in RI

0%
Would definitely

consider
investing in Rl

20%

Population 18+
(4.0m people)*




Understanding the
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Part A: Understanding the Advisable Australian Rl segments

Demographic profile

The Rl segments are clearly different
when we look through the profiling lens
of age, gender, education and wealth.

Believers are the youngest with an average age of

46, with only 30% being Boomers or older — over
fourin 10 (44%) are Gen Y or younger. They are more
likely to be female (61% of them). They have high
household incomes (avg. of $149,000 with 28% earning
over $150,000) and most likely have higher levels of
education (56% have a degree or post-grad degree).

Pragmatists are on average 51 years, with almost
half (49%) being Baby Boomers or older. They

have the largest household investment portfolios
($537,000) the second highest incomes (avg. of
$116,000 with 26% earning over $150,000), are highly
educated (56% have a degree or post-grad degree)
and more likely to be in management positions or
higher (40% of them).

Doubters are a similar age to Pragmatists, with an
average age of 51. They tend to be less educated
than Pragmatists or Believers. Their household
income is similar to Pragmatists, but have much
lower investments.

Sceptics are the oldest of the segments with an
average age of 59, with seven in 10 (69%) being
Boomers or older. As a result, Sceptics are more
likely to be retired (52% of them), to be divorced and
to be on lower incomes. They are more likely to live in
regional areas (49% of them).
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Believers are more likely than the
other groups to be female.

@® Female ® Male

Believers
61% 38%

Pragmatists
50% 50%

Doubters
56% 44%

Sceptics
53% 47%

Believers and Pragmatists are more
likely to be metropolitan based.

® Metro ® Regional

Believers
64% 35%

Pragmatists
36%
43%

49%

Believers are the youngest aged group -
only 30% are Boomers or older.

GenZ ® GenY ® GenX @® Boomers +

Believers
32% 25% 30%

Pragmatists
21% 18% 49%

Doubters
27% 21% 43%

Sceptics
6 15% 13% 69%

Believers and Pragmatists are more

@ Graduate or post-graduate degrees

Believers
6%

Pragmatists

52%

Doubters

43%

Sceptics
8%

‘

I

likely to have higher levels of education.

Believers and Pragmatists are the
most employed, whilst Believers
have lowest levels of retirement.

® Employed full time/self-employed @ Retired
Believers

53% 15%
Pragmatists
25%

Doubters

44% 25%

Sceptics
16% YA

Believers have the highest household
income, while Pragmatists have the
highest total household wealth.

Believers @ Pragmatists @ Doubters @ Sceptics

Avg. Household income ek
. .$75K $113K~$ 6

Avg. Household investment portfolio
$16OK. $169K P $537K

Avg. Residential property

$661K $844K $952K

® O -



Part A: Understanding the Advisable Australian Rl segments

Believers

More than four in five (83%) Rl Believers
care deeply about environmental issues,
and a further three in four (76%) say
they deeply care about social issues.

As a result, Rl Believers are already pre-disposed to
making responsible investments, with two-thirds
(61%) planning to increase responsible investing in
the next five years. Half (50%) would even be willing
to sacrifice returns or pay more for responsible
investments (a hypothetical trade-off that may not
even be necessary as Rl financial performance
continues to improve and evolve). Almost
two-thirds (63%) say that they actively seek
responsible investments.

Yet, for all their positivity and willingness to invest
their money in responsible investing, only one-in
three (32%) have invested responsibly.

This could be because only half (49%) rate their
understanding of responsible investing as high.

Even though not all clearly understand responsible
investing, almost all (92%) of them believe that
returns from responsible investments are as good as
or better than returns from other investments.
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Their risk appetite could also be holding them

back. Almost half of Rl Believers (43%) describe
themselves as either a very conservative investor
who avoids any exposure to risky assets or a
conservative investor looking for guaranteed returns
with minimal exposure to risky assets. A further one
in three (33%) categorise themselves as moderate
investors who are looking for stable and reliable
returns without much risk.

An outcome of this is that more than half (55%) of RI
Believers want to invest in more commonly known
and available investments, and today Rl is clearly the
opposite - new and novel.

For advisers the challenge is to help Believers reach
their goals of doing ‘good’ with their investments,
and education should be the cornerstone of this.

It will be important to demonstrate the real impact
and benefits of the investing and illustrate the
credentials of the fund managers and organisations
they are investing in — many of whom are not new,
with solid track records.

Believers care more about the environment and social issues than the other segments

How would you best describe your typical attitude towards life on each of the following dimensions?

| care deeply about
environmental issues

Believers

Pragmatists

Doubters

Sceptics

83%

94%

57%

45%

2

Believers
Pragmatists
Doubters

Sceptics

| care deeply about
social issues

76%

50%

47%

37%
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Part A: Understanding the Advisable Australian Rl segments

Believers

What are Believers looking for in their responsible
investing portfolio?

Of those Believers that need convincing and don't
hold responsible investments, they are looking for
the investment to:

- make a quantifiable difference to the environment
and/or to society (85% would consider responsible
investing if it achieved this).

- have a similar price to current investment options
(79% would consider).

« deliver similar returns to current investment
options (85%), or for some deliver better returns
(98% would consider).

Of those Believers who have invested responsibly,
the reason they made them is more nuanced than
just doing good for the environment or society, it
was to:

 have a positive social impact (55% of them).
« have a positive environmental impact (55%).
- have a positive global humanitarian impact (47%).

- stop investing in companies that are involved in
controversial activities, e.g. gambling, weapons (48%).

 have investments in line with their personal values
and beliefs (56%).
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Less important drivers for Believers with responsible
investments are such things as:

 having investments in line with my financial goals
(32%)

- the potential for higher growth than typical
investments (24%)

- familiarity with/knowledge about these
investments (24%).

So when constructing a responsible portfolio for
Believers, it is important to remember that this group
is even more interested in ‘doing good’ than they are
with making money at all costs.

Believers will be interested in investments that

are creating quantifiable positive impacts on the
environment and society, factors that Believers are
willing to pay for. For this group ESG and negative
screening investments probably will not cut it,

they will be looking more to Sustainable Positive
Screening and Impact investing options, and perhaps
even Concessionary Returns Investing.

Believers considering responsible investments are

equally looking for environmental/social benefits
and financial benefits.

| would definitely consider investing in socially
responsible investment if...? (Those who have never
held socially responsible investments in their portfolio)

G} Financial benefits

98%

The returns were better than other investments

85%

You didn't have to sacrifice returns for these investments

79%

You didn't have to pay more for these investments

@ Environmental and social benefits

85%
The investment made a quantifiable difference to society

85%

The investment made a quantifiable difference to the
environment

ceed

Once Believers have invested in responsible
investments they emphasise the social good
over the financial benefits.

What drove you to invest in socially responsible
investments? (Those who currently have or have held
socially responsible investment in their portfolio)

@ Financial benefits

32%

These investment are in line with my financial goals

24%
The potential for higher growth than typical investments

@ Environmental and social benefits

56%

These investments are in line with my personal values and beliefs

55%

Positive environmental impact

55%
Positive social impact

48%

Stop investing in companies that are involved in controversial
activities, e.g. gambling, weapons

47%
Positive global humanitarian impact
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Part A: Understanding the Advisable Australian Rl segments

Pragmatists

RI Pragmatists are firmly interested

in financial results and are entirely
unmoved by the possibility of their
investments making a quantifiable
difference to the environment or to
society, but recognise that responsible
investments can deliver on their
orowth objectives.

Although half of Pragmatists do care deeply about
environmental issues (54%) and social issues (50%),
when asked whether responsible investment is an
important consideration they are neutral — not for

or against (93%). Similarly, they are not inclined to
actively seek responsible investing (only 4% do) nor

are willing to sacrifice returns for them (only 5% are).

With that said, they are the most likely group to
responsibly invest, with half (49%) saying that it is
part of their current portfolio, and four in 10 (40%)
saying they are likely to increase their responsible
holdings.

Pragmatists have the highest Financial Capability,
assessed through Netwealth's Financial Capability
Framework, in that they have more confidence in
their financial abilities, and a better understanding
of financial topics.
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As such, they are more educated on the topic of
responsible investing than average, with only one

in 10 (12%) saying they have no understanding of
responsible investing, whilst four in 10 (39%) say they
have a high understanding. With this is a perception
that responsible investing can deliver as good or
better returns compared to other investments (25%
think it can deliver better returns, 52% think as good).

So while it is less necessary to teach them on the
topic broadly, special care will need to be taken
to steer the conversation towards the potential
financial upsides available to them.

In order to best meet the preferences of Pragmatists,
focus will need to be held on financial performance
alone. While this does not immediately sound like
responsible investing, care can be taken to avoid
firms engaging in controversial or otherwise socially
destructive activities. As Pragmatists are usually
focused on profits above all else, this still represents
an improvement over what they might otherwise be
iInvesting in.

A key topic for conversations with Pragmatists will be
the tailwinds that may increase capital flows towards
responsible investing in turn driving future returns.
Tailwinds include increasing consumer demand,
improved government incentives and an increasing
acceptance that ESG favourable organisations can
drive better returns.

Pragmatists who are considering responsible
investments are looking for financial benefits only

| would definitely consider investing in socially
responsible investment if...? (Those who have never
held socially responsible investments in their portfolio)

G} Financial benefits

84%

The returns were better than other investments

92%

You didn't have to sacrifice returns for these investments

80%

You didn't have to pay more for these investments

6 Environmental and social benefits

The investment made a quantifiable difference to society

The investment made a quantifiable difference to the
environment

--+®» Once a Pragmatist has invested in Rl, social and

environmental good becomes equally, if not
more, important

What drove you to invest in socially responsible
investments? (Those who currently have or have held
socially responsible investment in their portfolio)

@ Financial benefits

23%

These investment are in line with my financial goals

19%
The potential for higher growth than typical investments

@ Environmental and social benefits

40%

These investments are in line with my personal values and
beliefs

40%

Positive environmental impact

37%

Positive social impact

33%

Stop investing in companies that are involved in
controversial activities, e.g. gambling, weapons

32%

Positive global humanitarian impact
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Part A: Understanding the Advisable Australian Rl segments

Doubters

RI Doubters are more, well, doubtful.
While they will not outright dismiss the
potential of responsible investing, they
are more sceptical and will require more
hand holding to come to the table.

Just over half (57%) of Doubters stated that they
care deeply about environmental issues, while only a
half (47%) echoed this sentiment when considering
social issues.

As a result, they are only mildly attracted by the
possibility of responsible investing, with only one in
three (29%) Doubters expecting their investment
to increase in the next 5 years, on top of the small
percent that hold responsible investments today
(13% of them). Further, eight in 10 say responsible
investing does not enter their investment
consideration (80%), and only invest responsibly
when it is convenient (84%).

Like Believers, this may have something to do with
their understanding of responsible investing, with a
large proportion identifying themselves as having a
low understanding of the investment class (41%), and
comparatively fewer have a high understanding (21%).

Despite this, they have not entirely dismissed the
potential upsides of responsible investing with almost
four in five (78%) Doubters agreeing that the returns
are as good as or better than other investments.
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This is an important point, as most Doubters will
possibly or definitely consider investing responsibly
if they do not have to sacrifice returns (91%).

A further nine in 10 say they would possibly
consider responsible investing if it made a
quantifiable difference to society (92%) or to the
environment (87%).

These factors combined mean that advisers should
take special care to gently introduce Doubters to
responsible investing. It will be necessary to educate
them on the topic broadly, and to also provide real-
world examples of investments that are performing
as well as or better than the benchmark while
operating in a socially responsible manner.

Environmental and social benefits alone will not be
enough to convince Doubters to invest, so onus
will fall upon strong financials to make the case for
responsible investing to these clients.

Portfolios should be constructed to ensure financial
performance and credentials are priorities, which
are well supported by research. To achieve this, a
negative screening approach from well-credentialed
fund managers that have supported research might
be a good place to start.




Part A: Understanding the Advisable Australian Rl segments

Sceptics

RI Sceptics are the least concerned
about the environment and society in
general, which translates to negligible
responsible investing behaviour.

Less than half (45%) categorise themselves as deeply
concerned about environmental issues, and even
less (37%) feel the same about social issues. As a
result, none hold responsible investments in their
portfolio, and only 14% say they would consider it.

Sceptics have relatively low Financial Capability,
indicating lower levels of financial literacy and less
confidence and engagement with investments.
These factors provide an explanation for why two-
thirds (66%) claim they have no understanding of
responsible investing.

For this reason, we suggest advice firms steer clear
from responsible investing topics when advising to
this segment.
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Part A: Understanding the Advisable Australian Rl segments

ldentifying the segments in your client base

Using Netwealth's Responsible
Investment client survey tool you will
be able to identify the Rl segment that

each of your individual client belongs to.

To determine which segment your client falls into,
we suggest surveying them using the Netwealth's Rl
Client Survey Tool.

Instructions for use:

Ask each question in the left-most Questions
column one by one to the respondent, then read
them the three possible answers in the Answers
column.

Based on their answer, select the corresponding
cell(s) in the running tally columns. For example,

if a respondent answers “Neutral (4-6) to the first
question, check the corresponding “I” cell on the
right. If there are more than one corresponding cells
for an answer (e.g. D & S), check all corresponding
cells in the running tally.

After asking all questions, tally each column in the
Total section. The segment with the highest number
is the likely segment that the client falls into.

Download Now
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Netwealth Responsible Investing Segmentation Questionnaire

You can work out broadly whether an existing or prospective client is more likely an Responsible Investor (RI) Believer, Doubter, Sceptic or Pragmatsis by asking 10 simple questions.

How they responds to each of these questions will reveal insights into their attitudes towards responsible investing. This segmentation model is only a guide and does not provide a
definitive profile of the individual in question; however, you can use it as a starting point to work out an their likely attitudes towards responsible investing and to begin to frame a

conversation about it.

Instructions:

1. Questions are in the left most column. Ask each question one by one to the respondent, then read them the three answers in the answers column.
2. Based upon their answer, enter the value one (1) in the Running Tally columns. For example, if a respondent answers "Neutral (4 - 6) to the first question, add the value one (1) to the correspondeing "P" cell on the right. If there are more than one correspondeing cells for an answer (e.g. D

+ S in Question 1), add the value one (1) to each corresponding cells in the Running Tally.

3. After asking all questions, tally each column in the Total section. The segment with the highest number is the likely segment of the respondent.

netwealth

Believer (B)

D+S

guesllans Answers
On a scale from 0-10, with 0 being no understanding at all and 10 being extremely high
understanding, how would you rate your understanding of socially responsible Nollittle understanding (0 - Good/high understanding (7
investing? 3) Neutral (4 - 6] 10)

Running Tally
Doubter (D) tic (S]

Pragmatist (P

P

B

|Do you think returns from socially responsible investments are as good as, better or
worse than returns from other investments?

Better

Worse

As good as

P

S

No, but previously held in

No, never held in my

{Do you have any socially responsible investments in your portfolio? Yes, inmy current portfolio my portfolio portfolio
P P B+D+S 1| 1 1|
Would you consider investing infinvesting more in socially responsible investments
[if.?
... You didn't have to pay more for these investments Yes, definitely Yes, possibly No
B D+P s 1] ] [
... you didn’t have to sacrifice returns for these investments Yes, definitely Yes, possibly No
B D+P s 1] | [
...the returns were better than other investments Yes, definitely Yes, possibly No
B+P D+l s 1| [ [ 1
...the investment made a quantifiable difference to the environment Yes, definitely Yes, possibly No
B D S+P | 1 [
..the investment made a quantifiable difference to society Yes, definitely Yes, possibly No l I |
B D S+P 1

In the next five years, do you expect your allocations to socially responsible
investments to change?

Yes, it will increase
B+P

Yes, it will decrease

No, it will stay the same

D+P

(Only ask if currently have SRI investments in portfolio)

Which of these statements most closely describes your typical attitude to socially
responsible investing?

| actively seek socially
responsible investments

I only invest in socially
responsibly investments
when it's convenient

B

D

2

Pragmatist (P)
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Part A: Understanding the Advisable Australian Rl segments

Data tables

On a scale from 0-10, with 0 being no understanding

at all and 10 extremely high understanding, how
would you rate your understanding of socially
responsible investing?

Believers Pragmatists Doubters Sceptics

Low

understanding 21%

(0-3)

12% 41% 66%

| am willing to sacrifice returns/pay more vs. | am not
willing to sacrifice/ pay more for socially responsible

Neutral
(4-6)

30%

49% 38% 24%

Do you think returns from socially responsible

investments are as good as, better or worse than

returns from other investments?

Believers Pragmatists Doubters Sceptics

High

understanding 49%

(7-10)

39% 21% 10%

| actively seek socially responsible investments vs.

| only invest in socially responsible investments when

it's convenient.

investments?

Believers Pragmatists Doubters Sceptics
Willing to
pay more 50% 5% 1% 0%
Neutral 29% 85% 0% 0%
Not
willingto  21% 11% 99% 100%
pay more

Better 25% 11% 29% 18%
As good as 52% 57% 63% 60%
Worse 23% 32% 8% 22%

In the next five years, do you expect your allocations

to socially responsible investments to change?

Believers Pragmatists Doubters Sceptics

Yes, it will
TR 61% 40% 29% 4%

Yes Itwill - g 13% 8% 4%

Would you consider investing in/investing more in socially responsible investments if ...?

Believers

Pragmatists Doubters Sceptics

Believers Pragmatists Doubters Sceptics

No, it will

stay the 33% 47% 63% 92%

same

The investment made a quantifiable difference to the environment

You didn't have to sacrifice returns for these investments

Believers Pragmatists Doubters Sceptics

The investment made a quantifiable difference to society

Believers Pragmatists Doubters Sceptics
Qggkve'y 63% 2% 7% 0%
Neutral  17% 93% 10% 100%
%‘;QV@”‘ 20% 5% 84% 0%

Nty 85% 0% % 0% Nefnitely 8% 8% 5% 0%
Yy 4% 10% 7% 6% Yovsibly | 15%  86% 86% 0%
No 19% 90% 3% 9% No 0% 6% 9%  100%
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Yes,

dofinitely  85% 0% 7% 0%
Eii'siuy 14% 6% 92% 4%
No 1% 94% 1% 96%
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Part B: Marketing to the Advisable Australian Rl segments

Attracting responsible investors

Brand Affinity is a measure of how
someone prefers to identify with a
brand or business. It investigates their
attitudes, loyalty, and what's important
when evaluating a business.

Brand Affinity gives us an insight into an individual's
personal attitudes and preferences, and how they
anchor trust and value in a product or service, such
as financial advice. Understanding the Brand Affinity
of your client can thus help you better market and
attract a certain client segment.

The four Brand Affinity groups Netwealth identified
in our Advisable Australian report are:

« Premium: Those who look for and admire well-
known premium brands that are feature-rich and
with top digital capabilities.

« Proven: Those looking for well-known brands with
a history or heritage, and for a business that looks
to educate and collaborate with its customers.
Digital is not usually a focus.
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 Purposeful: Those looking for a business that has
a social or environmental purpose and takes a
stand.

» Plain: Those looking for a no-frills brand with a low
complexity service and limited digital offering.

There are considerable differences between each of
the Advisable Australian Rl segments when looking

at the type of brands they favour and the attributes

that they look for in a business.

Believers are most likely to be wanting to work
with a Purposeful business (45% of them), whilst
Pragmatists and Doubters are most likely to want
to work with a Proven business (43% and 40%
respectively), although for both a Purposeful
business is important.

Brand affinity

Believers

45% 36% 1% 8%

Purposeful Proven Premium Plain

Pragmatists

33% 43% 14% 10%
Purposeful Proven Premium  Plain
Doubters

36% 40% 14% 10%
Purposeful Proven Premium  Plain
Sceptics

34% 36% 8% 21%
Purposeful Proven Premium Plain
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Part B: Marketing to the Advisable Australian Rl segments

Believers

Secondly, messaging will need to lead with their ESG

Rl Believers are most likely to be
and responsible investing bona fides.

attracted to businesses and brands that Which of the following attributes of a brand or firm

would make you admire them? (Believers only)

Clothing company Patagonia is a good example
of a Purposeful brand. It is one of the largest

are Purposeful (45% of them identify
with this type of business).

Purposeful brands are those where the business
has a social or environmental purpose and

is known to take a stand against issues that
contravene this objective. Attributes that make up
a purposeful business can include as being seen
as authentic, socially and community minded, and
environmentally minded, all factors that Believers
say would make them admire a business (36%, 30%
and 30% respectively).

Almost half of believers (47%) say they will choose
a company based on their environment, social or
community stance.

In order for advice firms to attract Believers as
customers, they should consider taking a social and
environmental stance themselves, whether taking
an active role in the community or contributing
positively to the environment.
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Being a smaller firm is no obstacle to attracting this
segment, and can work in the favour of the business
as almost half of Believers (44%) prefer lesser-known
brands.

Many Believers (46%) also prefer a no-frills
service, so care should be taken to focus on only
the essentials while also keeping the focus on
responsible investing when attracting this group.

Engaging Believers does come with the caveat
that they are the least loyal to one brand of all RI
segments, preferring to remain open to different
brands (49%).

global clothing companies, yet its brand
purpose is to “make the world a better place”.

Patagonia’s products are largely made from
recyclables, and it donates large sums to
environmental causes, as well as playing a role
in global environmental education.

Almost half of
Believers say

they will choose a
company based on
their environment,
social or community
stance.

Experienced

Authentic

Social &
Community Minded

Environmentally
Minded

Intelligent

Hardworking

Compassionate

Passionate

Visionary

Creative

44%
36%
30%
30%
267
29%
16%
14%
13%
13%
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Part B: Marketing to the Advisable Australian Rl segments

Pragmatists

When choosing businesses that they
identify with, Rl Pragmatists are the
most likely to choose those that are
Proven (43% identify with this type of
business).

Although many of this group already have a track
record as a responsible investor, Purposeful
businesses resonate less as Pragmatists favour a
Proven business with a history. The leading attribute
that makes this group admire a brand is intrinsically
related to this, as Pragmatists favour those they
perceive as experienced (51% of them).

Possibly a function of their pragmatic nature, this
segment has no strong preference either towards
lesser- or well-known brands, and the same is true
regarding luxury and no-frills products and services.
They do not have an overwhelming preference for
or against a business'’s digital experience, nor do
they prefer a business because of their stance on
environmental or social issues.
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To best appeal to Pragmatists so to attract them to
an advice business, messaging should point to your
Investment expertise.

A watch out is that demonstrating experience

and expertise is often challenging. It is hard to tell
someone you are experienced, so you will need to
show them instead. You will need evidence of your
experience whether that be case studies (video or
written), testimonials and third-party endorsements
or awards.

Which of the following attributes of a brand or firm
would make you admire them? (Pragmatists only)

Experienced

Authentic

Intelligent

Hardworking

Social &
Community Minded

Environmentally
Minded

Visionary

Compassionate

Passionate

Creative

51% 1IN
37% B
29% N
28% N
18%
8% 1
14% |
3% |

I

I

\

\

13%
3%

\




Part B: Marketing to the Advisable Australian Rl segments

Doubters

Perhaps in part due to their inherent
scepticism, Rl Doubters most identify
with businesses that are Proven (40%
identify with this type of business).

These firms are those that are well-known and that
have a history or heritage, and have the ability to
educate and collaborate.

Like Pragmatists, the key aspect of proven firms
that especially appeals to Doubters is whether the
firm is experienced (55% of them). Other factors
that appeal to Doubters include authenticity and
intelligence (37% and 29%).

Doubters have no key preference regarding

how well-known a brand is, split relatively evenly
between their preference or indifference to both
lesser-known and well-known brands. Many prefer

a no-frills product or service (38%), though just

as many are neutral (39%) while one in five lean
towards preferring a luxury offering (22%). The digital
experience is less of a focus for this group, as only
one in five (20%) rate this factor as being important.
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For an advice firm to attract Doubters to their
business, it is important to keep in mind the key
characteristics of this segment. Businesses with a

proven history should highlight the firm's experience,

as this is a key aspect that Doubters respect.
They will not be wowed by flashiness or luxury, nor
through too much of a focus on newer aspects of
advice businesses like the digital offering.

As this group is already doubting of Rl in general,

it is important not to place too much of an initial
focus on responsible investing as this is not likely to
resonate well with this segment. Instead, they are
better reached through gently introducing Rl while
placing a larger focus on the financials.

Which of the following attributes of a brand or firm

would make you admire them (Doubters only)?

Experienced

Authentic

Intelligent

Hardworking

Passionate

Social &
Community Minded

Compassionate

Environmentally
Minded

Creative

Simple

55%
37%
29%
27%
21%
15%
15%
3%
3%
13%

\

\
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Advisable Australian Rl segment scorecard

Believers

Demographics

@ 61% 38%

GenZ
4 6 32% GenY
25% Gen X

30% Boomers +

Average age
Single Married/live with partner

- o 5o

In a relationship Separated/widowed

] 13% B 11%

64%

Regional

Degree or
@ 5 6% post-grad

qualification

Employed

Self-employed/

own a business 7% I
Retired 15% .

Not employed
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Wealth

$149,341

Average household income

D $368 263

Average household super

6 $916,725

Average residential property value

$355,791

Average investment portfolio

Personality

48%
Focused
76% on the future 46%
Cares about Optimistic about
social issues the future
0,
83% 559,
Cares about :
: Plans things
environmental :
) in advance
issues
54%
Risk taker Driven by
54% clear goals
Faces challenges
on their own

Scorecards

6 Dimensions Framework

Financial Wellbeinﬁ

26% 29% 17%
Very High High Medium Low
Financial Caﬁabiliti
99% 24% 2%
Very High High Medium Low
Financial Resilience
- Il
34% 31% 8%
Very High High Medium Low
Technology Adoition Profile
52% 20% 5%
Very High High Medium Low
Brand Affinity

1%

Premium Purposeful
(o) (o)
36% 8%
Proven Plain
Advice Propensity cee cee
30% Currently use : : : : : :
Likely to use ::: :::
12% Possibly use ces cooe
o .
33% Unlikely to use %se ceoe
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Advisable Australian Rl segment scorecard

Pragmatists

Demographics
© 50% 50%
Female Male

GenZ
5“ 21% Gen 'Y
18% Gen X

Average age 49% Boomers +

Single Married/live with partner

H o EEE

In a relationship Separated/widowed

[ 8% B 13%

63%

Regional

Degree or
@ 52% post-grad

qualification

59% I
B 8%l

Retired 25% -

Not employed

Employed
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Scorecards

Wealth 6 Dimensions Framework
Financial Wellbeinﬁ
() $ﬂ6,204 & $522,315 | s 2% Tk
Average household income Average household super Very High High Medium Low

Financial Caﬁabiliti

69% 17% 0%
5 3 6 6 67 Very High High Medium Low
I/

Financial Resilience

6 $951,812

Average residential property value Average investment portfolio - 1IIs
29% 21% 4%
Very High High Medium Low

Technology Adoption Profile

I
. 50% 27% 5%
Personallty 34% Very High High Medium Low
Focused
50% on the future 40% Brand Affinity
Cares about Optimistic about
social issues the future 14%
Premium Purposeful
54% 46% (o) (o)
(o]
Ca.res about Plans things 43 A) 10 /O
environmental i1 advance ai
sUes Proven Plain
40% Advice Propensity : : : : : : :
Risk taker Driven by 36% Currently use : : : : ® : : :
56% clear goals Likelytouse  goees o006
Faces challenges 10% Possibly use - 4
on their own 37% Unlikely to use ::: ::::
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Scorecards

Advisable Australian Rl segment scorecard

Doubters

Demographics Wealth 6 Dimensions Framework

Financial Wellbein
06% 44% 112,543 S —
O O () / o) 19%  27% 18%
Female Male : / Very High High Medium Low

Average household income Average household super

Financial Capabilit

GenZ Y —

Financial Resilience

27% Gen Y 51% 35% 2%
21% Gen X Very High  High Medium Low
Average age 43% Boomers + ﬁ I /

Average residential property value Average investment portfolio -
Single Married/live with partner 29 30% 12%
(o) (o) (o}
. 16% _ 59% Very High High Medium Low
In a relationship Separated/widowed

Technology Adoption Profile

] 10% L] 15%

. 48% 28% 8%
o Personahty 43% Very High  High Medium Low
57%
Regional 47% on the future 39% Brand Affinity
Cares about Optimistic about

ial i the future 120/

Degree or social issues o)
O .
O post-grad Premium Purposeful
qualification 57% 51%
° o) 0]
Ca.res about Plans things 40 A) 12 /O
0] environmental i ad )
Employed 56 A) - ssLes in advance Proven Plain

g\?vh; eargilg)r/]eecsjé 8% I 46% Advice Propensity cee. eecee
0 Risk taker Driven by 23% Currently use cecc 00000

Retirec 25% IR 49% clear goals kelytouse 9955 9988
Faces challenges 1% Poss.ibly use oo -

Not employed on their own 48% Unlikely to use :: ::::'
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Scorecards

Advisable Australian Rl segment scorecard
[
Sceptics

Demographics Wealth 6 Dimensions Framework

© 53% 47% $75,272 ™ $181366 2« e————

Female Male Average household income Average household super Very High High Medium Low

Financial Capabilit

GenZ
5 9 15% Gen Y 33% 56% 6%
13% Gen X “ 27 Very High  High Medium Low
Average age 69% Boomers + ﬁ J I

Financial Resilience

Average residential property value Average investment portfolio D @30 |
Single Married/live with partner 30% 399 1%
(o) (o} (o)
. 16% _ 54% Very High  High Medium Low
'i a relationship . Separated/w'dovgi/ Technoloii Adoition Profile
(0] - (0]
: 29% 36% 30%
Personallty 26% Very High  High Medium Low
Regional 37% on the future 35% == WS Brand Affinity
Cares about Optimistic about " S
0 Degree or social issues the future | \ - 8%
“ 8 %) post-grad AR T Premium Purposeful
qualification 45% 509, | TN i
Cares about Plans things 36% 21%
0] environmental i ad _
Employed 28 A) - ssLes in advance Proven Plain
Self-employed/ O - -
own a business 3 %) I 30% Advice Propensity : ~ : : : : : : : :
o Risk taker Driven by 1% Currently use : : : : : : : : :
Retirec 52% I 53% clear goals kelytouse 5588558898
Faces challenges 3% Possfibly use . Seeeeces
Not employed on their own 81% Unlikely to use :.::::::::
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Appendix

Methodology

The Advisable Australian 2022 Survey, surveyed
Australians 18 and over. The survey was in field from
October 28 to November 23, 2021, and received 1,616
valid responses, consisting of 403 who are currently
advised from a financial planner, 426 who would
consider advice from a financial planner and 787
unadvised and not considering a financial planner.
This report is based from the outcomes of this survey.
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Advisable Australian Rl segment formation

The methodology for deriving the four Responsible
Investment segments was developed using a cluster
analysis. The analysis identified four clear and
distinct segments that were referred to throughout
this report. The cluster analysis incorporated the
following questions:

» How would you rate your understanding of socially
responsible investing?

» Do you think returns from socially responsible
investments are as good as, better or worse than
returns from other investments?

- Do you have any socially responsible investments
in your portfolio?

- What factors would make you consider investing
in/investing more in socially responsible
investments?

« Which of these statements most closely describes
your typical attitude to socially responsible
investing?

Scorecards
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Speak to Netwealth

Netwealth Investments Limited
Level 6, 180 Flinders Street, Melbourne, VIC 3000

Freecall 1800 888 223
Email contact@netwealth.com.au
Web netwealth.com.au

netwealth

Disclaimer: This information has been prepared and issued by Netwealth Investments Limited (Netwealth), ABN 85 090 569 109, AFSL 230975.
It contains factual information and general financial product advice only and has been prepared without taking into account the objectives,
financial situation or needs of any individual. The information provided is not intended to be a substitute for professional financial product advice
and you should determine its appropriateness having regard to you or your client’s particular circumstances. The relevant disclosure document
should be obtained from Netwealth and considered before deciding whether to acquire, dispose of, or to continue to hold, an investment in any
Netwealth product. While all care has been taken in the preparation of this document (using sources believed to be reliable and accurate), no
person, including Netwealth, or any other member of the Netwealth group of companies, accepts responsibility for any loss suffered by any person
arising from reliance on this information.
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