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This year we provide seven sustainable insights for 2017, just like we did last year, 2015 and 2014. And as usual, we review
how we did on 2016 predictions, revealing our successes and shortcomings (see page 2).

1

Fossil fuel fight-back. There could be life in Big Oil yet, especially in the US where Trump nominees appear to suggest
backing for the industry (see Insights 173). If confirmed by Congress, it will certainly give uplift to Big Coal as well, while China
and India continue to heavily rely on this fuel (see Insights 151), as does Japan. Despite activist pressure, a number of the
world’s banks continue to back the fossil fuel industry (see Insights 147). Is it inevitable decline or resurgence?

2

Diversity in the boardroom. We predict that there will be a greater focus on diversity, particularly gender. Progress on this
front appears woefully slow, despite the introduction of new measures (see Insights 162) and the involvement of regulators
(see Insights 149). Some corporate governance companies are canvassing views of their clients (see Insights 157). However,
there is evidence that US Boards are becoming less diverse (see Insights 156). Is 2017 time for a change perhaps?

3

Green product sophistication. We expect the introduction of more complex financial green offerings. This is being promoted
by the G20 (see Insights 159) as well as by the ongoing battle to be the world’s green financial capital. Not only has Paris (see
Insights 167) been making a serious pitch for this title, but so has Luxembourg (see Insights 162). Tokyo has also set up its stall,
where the Government continues to promote a more ESG friendly approach to investing (see Insights 163).

4

Cities to lead on pollution. We anticipate that city authorities will lead the charge on ever tightening pollution measures.

5

ESG and fixed income. Anticipate more ESG reach into the world of fixed income products. Certainly some data suppliers
are upping their game (see Insights 158) while credit rating agencies have warned about the exposure borne by some sectors
(see Insights 165). Countries are now being examined for climate change exposure (see Insights 168). The need for tighter
rules is understood (see Insights 146). More is probably on the way. See ‘Who are the ESG Rating Agencies?’

6

Agricultural emissions. We have seen a range of sectors being scrutinised for their emissions, more recently aviation (see

7

Fracking concerns. In 2016, the attention on hydraulic fracking has centered on the effect on non-OPEC oil supply and
the subsequent effect on prices. This could well change as more analysis is undertaken on the environmental effects of this
form of drilling. There has been research into its impact on particular diseases (see Insights 152) but more recently on the
contamination of drinking water (see Insights 173). Will the frackers continue to hold off the environmentalists?

Although there remains much focus on the Chinese cities (see Insights174), OECD urban areas are also suffering. Concerning
research has been emerging about the effect of pollution (see Insights 146, 159, 161 & 163). And if the city authorities do not
take action, then there is always the law courts (see Insights 167).

Insights 163) and shipping. In 2017, we expect a growing focus on the agriculture sector, where methane in particular is
attracting attention (see Insights 173). There have even been suggestions of basing food prices on emissions (see Insights 168).
If this happens, food waste will inevitably be highlighted as well.
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In January 2016 we made seven predictions about 2016. We review them below. We discuss our successes but also our
shortcomings.

1

COP 21 Aftermath. We were cautious post the Paris Climate Change Conference, warning that the holes in the agreement
would become ever more transparent (see Sustainable Trends Q3 2016). On reflection we were overly pessimistic with
signatories ratifying the treaty in the year (see Insights 163), although some wobbled. At the time of writing, 117 countries of
the 194 who signed the Agreement have now ratified it, representing 80% of global emissions.

2

Oil major distance themselves from tobacco. We warned that Big Oil would remain under attack (see Insights 161 & 168)
as legal challenges (see Insights 157) and proxy voters demanded more transparency on climate change risks. This has proved
true with others aligning assets associated with the oil divest campaign. Furthermore, our warnings of a focus on sugar also
saw the introduction of a sugar tax in some US regions (see Insights 164).

3

Big Pharma stand-off. We warned that pharma prices would become part of the US presidential campaign rhetoric. They
did, further fuelled by some drug companies’ executives publicly defending their price hikes. However, some have since
backed off, offering generic versions. Some regulators have also responded, notably in the EU (see Insights 165). However, Big
Pharma is now feeling more at ease following a Trump win.

4

Even hotter in 2016. There is little question as to this being correct. In fact, so much warmer were global temperatures that

2016 was already declared the hottest year by mid-November (see Insights 169). This followed on from 2011-2015 being the
hottest five-year period on record.

Oceans take center stage. Certainly the state of the World’s oceans has risen up the agenda. We have heard about rising

5

ocean temperature increasing acidity, rising sea levels and extensive coral bleaching, notably the Great Barrier Reef. The
largest marine reserve was also created (see Insights 158). But should we hear even more? Relatively little is still known about
climate change and the oceans. Out of sight, out of mind, perhaps?

6

Polluted cities. We feel confident that we got this right, warning that pollution and urbanization would ensure that not only
Chinese cities hit the headlines. (See Sustainable Trends Q2 2016). Some of the World’s greatest cities have been forced to
tackle pollution, from Delhi (Insights 168) to Paris (see Insights 148). While London dithered it was told by the Supreme Court
to remedy the pollution problem pronto!

7

ESG and fiduciary duty. We predicted further clarification on the link between ESG factors and the fiduciary duties

of trustees. This has been emerging but at a slower pace than we would have expected. Certainly data suppliers
have responded with Morningstar providing a sustainable globe ranking while MSCI released ESG Fund Metrics (see
Sustainable Trends Q1 2016). S&P Dow Jones joining the ESG market information market (see Insights 158). Ongoing
work by the SEC (see Insights 152) suggests more clarity, as does work in the UK (see Insights 154) The G20 Climate
Change task force is encouraging swift action.
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DISCLAIMER
This material has been distributed by Sustainable Insight Capital Management, LLC (“SICM”) for informational purposes only. Forecasts,
estimates and certain information contained herein are based upon proprietary research and should not be considered as investment advice
or a recommendation of any particular security, strategy or investment product. Investment strategies implemented by SICM on behalf of
its clients may or may not trade or hold positions in the securities referred to above. Further, investment accounts managed by SICM may or
may not employ strategies based on or related to the above research. Information contained herein has been obtained from sources believed
to be reliable, but not guaranteed. No part of this material may be reproduced in any form, or referred to in any other publication, without
express written permission.
Certain information included in this document is based on information obtained from sources considered to be reliable. However, any projections or analyses provided to assist the recipient of this presentation in evaluating the matters described herein may be based on subjective
assessments and assumptions and may use one among alternative methodologies that produce different results. Accordingly, any projections
or analyses should not be viewed as factual and should not be relied upon as an accurate prediction of future results.
Forward-looking statements. “Forward-looking statements” (including SICM’s opinions, expectations, beliefs, plans, objectives, assumptions
or projections regarding future events or future results) contained in the Presentation are based on a variety of estimates and assumptions by
SICM, including, among others, estimates of future operating results, financial condition and liquidity, and the development of the industry
discussed above. These statements generally are identified by words such as “believes,” “expects,” “predicts,” “intends,” “projects,” “plans,”
“estimates,” “aims,” “foresees,” “anticipates,” “targets,” and similar expressions. These estimates and assumptions are inherently uncertain
and are subject to numerous business, industry, market, regulatory, geo-political, competitive and financial risks. There can be no assurance
that the assumptions made in connection with the Forward-looking statements will prove accurate, and actual results may differ materially,
including the possibility that an investor may lose some or all of any invested capital. The inclusion of the Forward-looking statements herein
should not be regarded as an indication that SICM consider the Forward-looking statements to be a reliable prediction of future events and
the Forward-looking statements should not be relied upon as such. None of SICM or any of their respective representatives has made or
makes any representation to any person regarding the Forward-looking statements and none of them intends to update or otherwise revise
the Forward-looking statements to reflect circumstances existing after the date when made or to reflect the occurrence of future events, even
in the event that any or all of the assumptions underlying the Forward-looking statements are later shown to be in error.
SICM expressly prohibits any redistribution of the document without the prior written consent of SICM. The document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use is contrary to law, rule or regulation.
The document is not intended to provide, and should not be relied upon for, tax, legal, regulatory, financial, accounting or investment advice.
Any statements of tax consequences contained in the Presentation were not intended to be used and cannot be used to avoid penalties under
the applicable tax laws or to promote, market or recommend to another party any tax related matters addressed herein.

