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Being a Parentisn't easy......
by lain Fulton

We all know it can be difficult. Hugely rewarding and fulfilling
but also difficult. We are sure parents all have similar aspirations
for their children to be well rounded, considerate members of
society who make a positive contribution while truly enjoying
whatever it is that they love to do. Yet there are no instructions.
There is no 'user manual’ or a ‘quick start guide’. As parents we
have to rely on a series of judgements and actions in response
to a massively wide range of situations which present
themselves daily. Yet parents take these decisions almost
subconsciously despite having limited experience and in many
cases limited knowledge of what the right thing to do is.
Parents may not get it right all the time, but the instinct to
respond in line with a set of values helps them make the right
call more often than not.

Parents feel as if they are making it up as they go along but we
suspect they are mostly doing so within a guiding framework of
values. In the early years, the ability to influence is quite high.
A mixture of encouragement and discipline helps set the right
patterns of behaviour and crucially reinforce a positive set of
values. As children become teenagers and young adults, it is
natural for the direct influence of the parent to become much
less. At this point, when decisions made can have significant
consequences, parents hope that the values instilled from a
young age help their children make the right choice. Parents
can't control the outcomes, we all know that, but passing on a
core set of values hopefully steers things in the right general
direction.

You may now be wondering why we are talking about
parenting in an investment insight? Well, like many in the
industry, the Global Equity team at Nikko AM has been wrestling
with what ESG really means to us. The parallels to parenting
seem fairly strong. Firstly, if we think about the ability to
influence and set ground rules, investors likely have a much

greater ability to do so in the early years. If a company is only
reliant on a few private investors for funding, their ability to
influence the culture and values of a firm is arguably much
greater at this early stage.

Source: Shutterstock

Secondly, when the company gets much bigger and is owned
by a large number of shareholders, the ability to directly
influence and control outcomes can become less. Just like the
teenagers facing life’s most difficult choices, the management
of these large publicly listed firms which we invest in, must rely
on their own culture and values to make decisions which serve
the best interests of all the stakeholders in their value chain.
These decisions often represent complex judgements which
can have a significant influence on the long-term value of the
firm, so truly understanding the culture and values which set
the framework for such decision-making is a hugely important
job for us as investors. The third parallel that strikes us relates
to the ‘making it up as you go along’ aspect. ESG is clearly an
evolving field and investors are having to respond as they
reflect on shifting attitudes in society as a whole.

In the 8 years that we have been investing together as a team,
we have always placed great emphasis on the culture and
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values aspect of our investments. We look for businesses that
can attain and sustain high returns on capital for the long term.
How management teams act to allocate capital, govern us as
shareholders, retain and develop people while keeping their
financial incentives aligned with us as shareholders are critical
factors in our assessment of management quality.

As part of our assessment of where we stand on ESG, we
recently employed a third-party researcher to assess how our
portfolio looks relative to our industry peers on Environmental,
Social and Governance factors. We were pleased that our long
standing due diligence around Governance meant that our
portfolio has consistently scored in the top quartile relative to
peers in this area. We seem to be doing a good job of finding
companies with good oversight and values which broadly align
stakeholder interests for the common good. We feel this is no
less than our investors should expect. Finding quality
companies that can attain and sustain high returns for the long
term requires a foundation of the correct values which guide
companies to do the right thing for the long term.

Perhaps more surprising was the finding that our portfolio of
companies also ranked amongst the very best in our peer group
when it came to its overall carbon footprint. Our bottom up
search for companies that can earn high returns on capital and
sustain these returns for the long term has naturally led us to
invest in companies which have low levels of capital intensity
and participate in the growing service sectors of the varying
economies around the world where we invest. While it may not
have been our specific intention at the outset, our philosophy
has proven well aligned with finding businesses which can
minimise their use of the planet’s precious resources. Hopefully
a happy outcome for all concerned and one that we would
expect to continue.

But what of Environmental and Social factors specifically?
Where does our Global Equity Portfolio rankin this regard? Well,
the scores were good but only just above the average
compared to our peers. Like the parents in the example at the
start of this article, the active management industry (ourselves
included) is having to adapt to a changing set of circumstances.
Effectively ‘making it up as it goes along’ within a framework of
values which is clearly evolving. We are no different and we are
evolving our assessment of these factors at the stock specific
level. It's fairly clear that society’s views are evolving too. Social
and environmental behaviours have been changing from
generation to generation, but it now appears that this change
has reached a tipping point. Consumers are increasingly making
choices based on brands and companies that do the right thing
from an environmental and social point of view and it is
increasingly clear that investors are likely to do the same. It is
arguable that investors have tended to use ESG as a form of risk
mitigation. If there was good governance and an understanding
of the social and environmental risks, investors were likely to
tick the box and believe that they were largely protected as
shareholders. Increasingly however, Environmental and Social
factors and how companies respond and deal with these
challenges can go right to the heart of the long-term franchise
value of the business. It can be a threat but it can also be an
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opportunity and it is our role as investors to understand these
issues and find businesses that can benefit from them to not
only sustain their high returns on capital but also to serve
society in the right way while doing so.

Parents are rightly proud when their children flourish and
become the responsible adults they hoped for. We hope that
our bottom up approach to ESG investing will allow us to invest
in companies who are similarly successful over the long term.
With a focus on the culture and values of the businesses we
invest in and a deeper understanding of how they might
approach environmental and social factors in a way which
benefits all stakeholders for the long-term, we aim to be the
responsible investors our clients wished for at the outset also.

The Spice of Life

The astute reader will have observed that your author this
month has the honour of living with teenagers. It's an
important time for these young adults in the UK as the regular
diet of important exams approaches. This often coincides with
something of a spring heatwave - just to compound the misery
of enforced study. This year was no exception so we recently
took the opportunity to host a barbecue at our house to bring
these young folks together and let off a little steam heading into
the exams.

The teenage hoard descended and proceeded to eat us out of
house and home. They were polite but they were also clearly
hungry. What surprised us though was their collective desire to
add all sorts of spicy seasoning and sauces to our barbecued
offerings. Maybe it was our rather average barbecue ability that
forced them to reach for the spice rack but we couldn’t help but
reflect on how much people’s palates change from generation
to generation. We eat differently to our parents and so it would
seem will the next generation. An increasing demand for spice
seemed the obvious conclusion.

Such a growing demand for spice and seasonings lies behind
our addition of McCormick to the portfolio in the first quarter.
This is a global leader with 20% market share which is five times
the size of its nearest competitor. Changing tastes in developed
markets as well as consumption growth in emerging economies
should allow the company to grow organic sales at around a 4%
compound annual rate for the long term. Their recent
acquisition of iconic brands such as Frank’s RedHot pepper
sauce and French’s mustard from Reckitt Benckiser is also
supportive of margins and the business earns a return on capital
of around 24%. These are excellent metrics relative to a
consumer staples industry which often must battle against
changes in consumer tastes and new forms of distribution. The
work McCormick does on ethical sourcing and to improve the
economic interests of the small farmers in their supply chain
also places McCormick as best in class in the industry. Please be
sure to have plenty of McCormick’s products to hand the next
time a large group of hungry teenagers turn up at your door.
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Compelling content?

Where would we be without Adobe? You wouldn’t be reading
this for a start! Millions of us around the world open up
attachments with the ubiquitous Acrobat reader every day.
Standing out from the crowd can be nigh on impossible but the
innovative use of Adobe products can certainly help make
things a little more interesting. The good news is there is a
whole lot more to Adobe than just the part we see at the bottom
of emails every day. Adobe’s Creative Cloud based service helps
businesses of all sizes create marketing campaigns that get their
messages across in innovative and efficient ways. Its popularity
with its creative client base and efficient cloud based delivery
platform gives Adobe a significant competitive advantage as
customer loyalty is incredibly high. These new products are
dramatically expanding Adobe’s addressable market and the
boom in digital advertising is driving strong growth and high
returns which seem sustainable for the longer term. This
prompted us to add Adobe to the portfolio in Q1 as we
continued to reduce our position in Red Hat following its
acquisition by IBM.

METALLIC

Source: Shutterstock
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Portfolio positioning

nikko

The table below highlights our Global Equity Strategy holdings as of the end of March 2019.

Portfolio Weight

Compass Group PLC 2.7
Li Ning Company Limited 24
Amazon.com, Inc. 3.9
Sony Corporation 2.1
Microsoft Corporation 4.4
Accenture Plc Class A 29
Dolby Laboratories, Inc. Class A 2.2
Red Hat, Inc. 2.2
Keyence Corporation 2.0
Adobe Inc. 2.0
Hexagon AB Class B 1.8
Altran Technologies SA 1.7

Progressive Corporation 3.9
AIA Group Limited 3.0
HDFC Bank Limited Sponsored ADR 24
Prudential plc 24
Burford Capital Limited 1.8
SVB Financial Group 1.8

Energy 1.6
EOG Resources, Inc. 1.6

Unilever PLC 3.2
McCormick & Company, Incorporated 23
Estee Lauder Companies Inc. Class A 2.2
Davide Campari-Milano S.p.A. 1.5

Portfolio Weight

LivaNova Plc 34
Anthem, Inc. 3.1
Danaher Corporation 3.1
Koninklijke Philips N.V. 24
Celgene Corporation 2.1
LHC Group, Inc. 2.0
Sinopharm Group Co., Ltd. Class H 1.7
Laboratory Corp of America 1.6
ResMed Inc 1.6

TransUnion 34
Verisk Analytics 29
Rentokil Initial plc 2.2
Weir Group Plc 1.7

Real estate 2.8
American Tower Corporation 2.8

Telecommunication Services 2.3
Tencent Holdings Ltd. 23
Materials 4.9
Ecolab Inc. 2.8
Johnson Matthey Plc 2.1
Utilities 0.0
[Cash] 2.4

The holdings shown above are based on a representative account managed by the investment team. Reference to individual
stocks does not guarantee their continued inclusion in the portfolios managed by the team. Any references to particular
securities are for illustrative purposes only and are as at the date of publication of this material. This is not a recommendation in
relation to any named securities and no warranty or guarantee is provided.

Source: Nikko AM, FactSet as at 31 March 2019

Global Equity Strategy Composite Performance to Q1 2019

Nikko AM Gross Annualised Returns (USD) % 1year 2 years 3years Since Inception
Global Equity Strategy Composite 8.49 16.11 14.95 11.63
All Countries World Index* 2.60 8.55 10.67 6.64
Excess Return 5.89 7.56 4.27 4.98
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Cumulative Returns October 2014 to March 2019
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Past performance is not indicative of future performance.
Source: Nikko AM, FactSet, Bloomberg

The track record for Nikko AM portfolio is based on a composite portfolio from 01 October 2014 to 31 March 2019. *The
benchmark for this composite is MSCI AC World Index. The benchmark was previously the MSCI All Countries World Index ex AU
since inception of the composite to 31 March 2016. Returns are US Dollar based and are calculated gross of advisory and

management fees, custodial fees and withholding taxes, but are net of transaction costs and include reinvestment of dividends
and interest.

SWIP Gross Annualised Returns (USD) % 1year 2 years 3 years
Global Equity Strategy Composite 21.81 18.25 12.39
MSCI World Index 19.07 15.41 10.23
Excess Return 2.74 2.84 2.16

*The track record for SWIP is based on a composite portfolio managed by the investment team whilst at SWIP from 31 March 2011 to 31 March
2014. The team was subsequently acquired by Nikko AM in August 2014. The benchmark for this composite was the MSCI World Index.

Nikko AM Global Equity: Capability profile and available funds (as at 31 March 2019)

Available strategies Global ACWI, Global EAFE, Global Developed, Global ex specific country, Sharia, Dividend
Available vehicles UCITS-SICAV, Country domiciled mutual funds, unit trusts, investment trusts and segregated accounts

ey Features ofGlobal ACWI | Carrent Postioning

Investment Objective +3% vs MSCI AC World

No. of holdings 40 40-50
Active share 92.8% 90-95%
Cash 2.4% 0-3%

Past performance is not indicative of future performance.

This is provided as supplementary information to the performance reports prepared and presented in compliance with the Global Investment
Performance Standards (GIPS®). Nikko AM Representative Global Equity account. Source: Nikko AM, FactSet.
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Nikko AM Global Equity Team

This Edinburgh based team provides solutions for clients seeking global exposure. Their unique approach, a combination of
Experience, Future Quality and Execution, means they are continually ‘joining the dots’ across geographies, sectors and companies,
to find the opportunities that others simply don't see.

Experience

Our five portfolio managers have an average of 22 years’ industry experience and have worked together as a Global Equity team
for eight years. They have recently recruited an analyst, who is the first appointment of a new generation of talent to the team. The
team’s deliberate flat structure fosters individual accountability and collective responsibility. It is designed to take advantage of the
diversity of backgrounds and areas of specialisation to ensure the team can find the investment opportunities others don't.

James lain William Greig Johnny Michael
Kinghorn Fulton Low Bryson Russell Chen

AN,

=
Portfolio Portfolio Portfolio Portfolio Portfolio Portfolio
Manager Manager Manager Manager Manager Analyst
Future Quality

The team’s philosophy is based on the belief that investing in a portfolio of ‘Future Quality’ companies will lead to outperformance
over the long term. They define ‘Future Quality’ as a business that can generate sustained growth in cash flow and improving
returns on investment. They believe the rewards are greatest where these qualities are sustainable and the valuation is attractive.
This concept underpins everything the team does.

Execution

Effective execution is essential to fully harness Future Quality ideas in portfolios. We combine a differentiated process with a highly
collaborative culture to achieve our goal: high conviction portfolios delivering the best outcome for clients. It is this combination
of extensive experience, Future Quality style and effective execution that offers a compelling and differentiated outcome for our
clients.

About Nikko Asset Management

With US$ 214 billion* under management, Nikko Asset Management is one of Asia’s largest asset managers,

providing high-conviction, active fund management across a range of Equity, Fixed Income, Multi-Asset and Alternative strategies.
In addition, its complementary range of passive strategies covers more than 20 indices and includes some of Asia’s largest
exchange-traded funds (ETFs).

*Consolidated assets under management and sub-advisory of Nikko Asset Management and its subsidiaries as of 31 March 2019.

Risks

Emerging markets risk - the risk arising from political and institutional factors which make investments in emerging
markets less liquid and subject to potential difficulties in dealing, settlement, accounting and custody.

Currency risk - this exists when the strategy invests in assets denominated in a different currency. A devaluation of the
asset's currency relative to the currency of the Sub-Fund will lead to a reduction in the value of the strategy.

Operational risk - due to issues such as natural disasters, technical problems and fraud.

Liquidity risk - investments that could have a lower level of liquidity due to (extreme) market conditions or issuer-specific
factors and or large redemptions of shareholders. Liquidity risk is the risk that a position in the portfolio cannot be sold,
liquidated or closed at limited cost in an adequately short time frame as required to meet liabilities of the Strategy.
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Important Information

This document is prepared by Nikko Asset Management Co., Ltd. and/or its affiliates (Nikko AM) and is for distribution only under such circumstances as may be
permitted by applicable laws. This document does not constitute investment advice or a personal recommendation and it does not consider in any way the
suitability or appropriateness of the subject matter for the individual circumstances of any recipient.

This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments or participate in any
trading strategy. Moreover, the information in this material will not affect Nikko AM’s investment strategy in any way. The information and opinions in this
document have been derived from or reached from sources believed in good faith to be reliable but have not been independently verified. Nikko AM makes no
guarantee, representation or warranty, express or implied, and accepts no responsibility or liability for the accuracy or completeness of this document. No reliance
should be placed on any assumptions, forecasts, projections, estimates or prospects contained within this document. This document should not be regarded by
recipients as a substitute for the exercise of their own judgment. Opinions stated in this document may change without notice.

In any investment, past performance is neither an indication nor guarantee of future performance and a loss of capital may occur. Estimates of future performance
are based on assumptions that may not be realised. Investors should be able to withstand the loss of any principal investment. The mention of individual stocks,
sectors, regions or countries within this document does not imply a recommendation to buy or sell.

Nikko AM accepts no liability whatsoever for any loss or damage of any kind arising out of the use of all or any part of this document, provided that nothing herein
excludes or restricts any liability of Nikko AM under applicable regulatory rules or requirements.

All information contained in this document is solely for the attention and use of the intended recipients. Any use beyond that intended by Nikko AM is strictly
prohibited.

Japan: The information contained in this document pertaining specifically to the investment products is not directed at persons in Japan nor is it intended for
distribution to persons in Japan. Registration Number: Director of the Kanto Local Finance Bureau (Financial Instruments firms) No. 368 Member Associations: The
Investment Trusts Association, Japan/Japan Investment Advisers Association.

United Kingdom and rest of Europe: This document constitutes a financial promotion for the purposes of the Financial Services and Markets Act 2000 (as
amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United Kingdom (the FCA Rules).

This document is communicated by Nikko Asset Management Europe Ltd, which is authorised and regulated in the United Kingdom by the FCA (122084). It is
directed only at (a) investment professionals falling within article 19 of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005, (as
amended) (the Order) (b) certain high net worth entities within the meaning of article 49 of the Order and (c) persons to whom this document may otherwise
lawfully be communicated (all such persons being referred to as relevant persons) and is only available to such persons and any investment activity to which it
relates will only be engaged in with such persons.

United States: This document is for information purposes only and is not intended to be an offer, or a solicitation of an offer, to buy or sell any investments. This
document should not be regarded as investment advice. This document may not be duplicated, quoted, discussed or otherwise shared without prior consent.
Any offering or distribution of a Fund in the United States may only be conducted via a licensed and registered broker-dealer or a duly qualified entity. Nikko
Asset Management Americas, Inc. is a United States Registered Investment Adviser.

Singapore: This document is for information only with no consideration given to the specific investment objective, financial situation and particular needs of any
specific person. You should seek advice from a financial adviser before making any investment. In the event that you choose not to do so, you should consider
whether the investment selected is suitable for you. This publication has not been reviewed by the Monetary Authority of Singapore. Nikko Asset Management
Asia Limited is a regulated entity in Singapore.

Hong Kong: This document is for information only with no consideration given to the specific investment objective, financial situation and particular needs of any
specific person. You should seek advice from a financial adviser before making any investment. In the event that you choose not to do so, you should consider
whether the investment selected is suitable for you. The contents of this document have not been reviewed by the Securities and Futures Commission or any
regulatory authority in Hong Kong. Nikko Asset Management Hong Kong Limited is a licensed corporation in Hong Kong.

Australia: Nikko AM Limited ABN 99 003 376 252 (Nikko AM Australia) is responsible for the distribution of this information in Australia. Nikko AM Australia
holds Australian Financial Services Licence No. 237563 and is part of the Nikko AM Group. This material and any offer to provide financial services are for
information purposes only. This material does not take into account the objectives, financial situation or needs of any individual and is not intended to constitute
personal advice, nor can it be relied upon as such. This material is intended for, and can only be provided and made available to, persons who are regarded as
Wholesale Clients for the purposes of section 761G of the Corporations Act 2001 (Cth) and must not be made available or passed on to persons who are regarded
as Retail Clients for the purposes of this Act. If you are in any doubt about any of the contents, you should obtain independent professional advice.

New Zealand: Nikko Asset Management New Zealand Limited (Company No. 606057, FSP22562) is the licensed Investment Manager of Nikko AM NZ Investment
Scheme, the Nikko AM NZ Wholesale Investment Scheme and the Nikko AM KiwiSaver Scheme.

This material is for the use of researchers, financial advisers and wholesale investors (in accordance with Schedule 1, Clause 3 of the Financial Markets Conduct Act
2013 in New Zealand). This material has been prepared without taking into account a potential investor’s objectives, financial situation or needs and is not
intended to constitute personal financial advice, and must not be relied on as such. Recipients of this material, who are not wholesale investors, or the named
client, or their duly appointed agent, should consult an Authorised Financial Adviser and the relevant Product Disclosure Statement or Fund Fact Sheet (available
on our website: www.nikkoam.co.nz).

Kingdom of Bahrain: The document has not been approved by the Central Bank of Bahrain which takes no responsibility for its contents. No offer to the public to
purchase the Strategy will be made in the Kingdom of Bahrain and this document is intended to be read by the addressee only and must not be passed to, issued
to, or shown to the public generally.

Kuwait: This document is not for general circulation to the public in Kuwait. The Strategy has not been licensed for offering in Kuwait by the Kuwaiti Capital
Markets Authority or any other relevant Kuwaiti government agency. The offering of the Strategy in Kuwait on the basis a private placement or public offering is,
therefore, restricted in accordance with Decree Law No. 7 of 2010 and the bylaws thereto (as amended). No private or public offering of the Strategy is being
made in Kuwait, and no agreement relating to the sale of the Strategy will be concluded in Kuwait. No marketing or solicitation or inducement activities are being
used to offer or market the Strategy in Kuwait.

Kingdom of Saudi Arabia: This document is communicated by Nikko Asset Management Europe Ltd (Nikko AME), which is authorised and regulated by the
Financial Services and Markets Act 2000 (as amended) (FSMA) and the rules of the Financial Conduct Authority (the FCA) in the United Kingdom (the FCA Rules).
This document should not be reproduced, redistributed, or sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever
without a prior written permission from Nikko AME.

This document does not constitute investment advice or a personal recommendation and does not consider in any way the suitability or appropriateness of the
subject matter for the individual circumstances of any recipient. In providing a person with this document, Nikko AME is not treating that person as a client for the
purposes of the FCA Rules other than those relating to financial promotion and that person will not therefore benefit from any protections that would be available
to such clients.

Nikko AME and its associates and/or its or their officers, directors or employees may have or have had positions or material interests, may at any time make
purchases and/or sales as principal or agent, may provide or have provided corporate finance services to issuers or may provide or have provided significant
advice or investment services in any investments referred to in this document or in related investments. Relevant confidential information, if any, known within
any company in the Nikko AM group or Sumitomo Mitsui Trust Bank group and not available to Nikko AME because of regulations or internal procedure is not
reflected in this document. The investments mentioned in this document may not be eligible for sale in some states or countries, and they may not be suitable for
all types of investors.

Oman: The information contained in this document nether constitutes a public offer of securities in the Sultanate of Oman as contemplated by the Commercial
companies law of Oman (Royal decree 4/74) or the Capital Markets Law of Oman (Royal Decree80/98, nor does it constitute an offer to sell, or the solicitation of
any offer to buy non-Omani securities in the Sultanate of Oman as contemplated by Article 139 of the Executive Regulations to the Capital Market law (issued by
Decision No. 1/2009). This document is not intended to lead to the conclusion of any contract of whatsoever nature within the territory of the Sultanate of Oman.
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Qatar (excluding QFC): The Strategies are only being offered to a limited number of investors who are willing and able to conduct an independent investigation
of the risks involved in an investment in such Strategies. The document does not constitute an offer to the public and should not be reproduced, redistributed, or
sent directly or indirectly to any other party or published in full or in part for any purpose whatsoever without a prior written permission from Nikko Asset
Management Europe Ltd (Nikko AME). No transaction will be concluded in your jurisdiction and any inquiries regarding the Strategies should be made to Nikko
AME.

United Arab Emirates (excluding DIFC): This document and the information contained herein, do not constitute, and is not intended to constitute, a public offer
of securities in the United Arab Emirates and accordingly should not be construed as such. The Strategy is only being offered to a limited number of investors in
the UAE who are (a) willing and able to conduct an independent investigation of the risks involved in an investment in such Strategy, and (b) upon their specific
request.

The Strategy has not been approved by or licensed or registered with the UAE Central Bank, the Securities and Commaodities Authority or any other relevant
licensing authorities or governmental agencies in the UAE. This document is for the use of the named addressee only and should not be given or shown to any
other person (other than employees, agents or consultants in connection with the addressee's consideration thereof).

No transaction will be concluded in the UAE and any inquiries regarding the Strategy should be made to Nikko Asset Management Europe Ltd.
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